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CIGNA  Group  Insurance  | 


;  are  underwritten  by  Life  Insurance  Company  of  North  Americ 


& 


Help: 


You  never  thought  you'd  have  kids.  Now  you  have  two.  Car  pools. 
Braces.  College.  You?re  not  living  for  yourself  anymore.  Your  future  is 

their  future  too.  And  keeping  it  safe  is  what  CIGNA  Group  Insurance 
is^about.  From  Life  and  Accident  to  Disability  insurance,  we  have  plans 
t^t  make  sense  for  your  company  and  for  you.  So  you  can 
focus  sir  the  important  stuff.  Like  how  to  assemble  the  latest  toys. 


CIGNA  Group  Insurance 

Life  -Accident  -  Disability 

A  Business  of  Caring. 


Average  Annual  Total  Returns** 
■  Blue  Chip  Growth  Fund 
□  Lipper  Growth  Funds  Average 


37.9% 


30.8% 


20.3% 


13.8% 


1  year 


Since  inception 
(6/30/93) 


A  TRADITION  OF  SUCCESSFUL 
GROWTH  STOCK  INVESTING 

In  the  1950s,  our  founder,  Thomas  Rowe  Price,  was  a  pioneer  of  the  Growth  Stock  Theory  of  Investing, 
which  stated  that  when  a  company's  earnings  outpace  inflation  and  the  economy  in  general,  its  stock 
price  will  rise  accordingly.  Since  then,  T.  Rowe  Price  has  provided 
investors  with  a  way  to  bring  the  advantages  of  growth  stocks 
to  their  portfolios.  Our  highly  experienced  fund  managers 
thoroughly  analyze  all  aspects  of  a  company's  financials  and 
management  capabilities  in  order  to  find  the  best  prospects  for 
long-term  growth. 

The  T  Rowe  Price  no-load  equity  funds  described  below  offer 
investors  three  proven  ways  to  achieve  long-term  growth — large-, 
mid-,  and  small-cap  company  investing.  Each  fund  has  consis- 
tently outperformed  its  Lipper  Category  Average  for  the  periods 
ended  12/31/95.* 

T.  Rowe  Price  Blue  Chip  Growth  Fund  pursues  long-term 
capital  growth  and  current  income  by  investing  in  stocks  of  well- 
established,  large-cap  growth  companies. 

T.  Rowe  Price  Mid-Cap  Growth  Fund  invests  in  stocks  of 
medium-sized  companies  with  established  operating  histories 
and  attractive  growth  prospects.  Although  the  fund  may  offer 
greater  growth  potential  than  a  large-cap  fund,  it  is  expected  to 
involve  greater  risk. 

T.  Rowe  Price  New  Horizons  Fund  invests  primarily  in  stocks 
of  small,  rapidly  growing  companies  in  a  broad  range  of  indus- 
tries. Because  this  fund  invests  in  small-company  stocks,  its  price 
fluctuation  will  be  more  volatile  than  that  of  a  fund  investing  in 
the  stocks  of  larger  companies. 

Growth  stocks  tend  to  have  higher  price/earnings  ratios  and 
lower  dividend  yields  than  stocks  of  slower-growth  or  cyclical 
companies,  which  can  increase  their  volatility.  As  a  result,  growth 
stock  fund  prices  could  decline  further  in  market  downturns. 
$2,500  minimum  investment  ($1,000  for  IRAs).  No  sales  charges. 


Average  Annual  Total  Returns** 
■  Mid-Cap  Growth  Fund 
□  Lipper  Mid  Cap  Funds  Average 

41.0% 

|32.2% 

25.6% 

1179% 


21.3% 


14.3% 


1  year 


3  years 


Since  inception 
(6/30/92) 


Average  Annual  Total  Returns* 
■  New  Horizons  Fund 
□  Lipper  Small  Company  Growth 


55.4% 
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Funds  Average 


26.2% 


14.5%  13.6% 


1  year 


5  years 


10  vear.s 


Call  24  hours  for  a  free  report  and  prospectus 

1-800-541-8335 


Invest  With  Confidence 

T.RowePrice 


•Ik 


♦Source:  Lipper  Analytical  Services,  Inc.  "Figures  include  changes  in  principal  value,  reinvested  dividends,  and  capital  gain  distributions.  Total  returns  represent  past  performance. 
Investment  return  and  principal  value  will  vary  and  shares  may  be  worth  more  or  less  at  redemption  than  at  original  purchase.  Past  and  present  expense  limitations  have  increased  the 
total  returns  for  the  Mid-Cap  and  Blue  Chip  Growth  Funds.  Past  performance  cannot  guarantee  future  results.  Request  a  prospectus  with  more  complete  information,  including 
management  fees  and  other  charges  and  expenses  Read  it  carefully  before  you  invest  or  send  money.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor.  gsio.-uhmt 
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the  IRS  went  after  her  for  her  employer's  back  taxes. 

By  Laura  Saunders 

108  Foiling  computer  snoops. 
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Nobody  sells  more  home 
computers  than  Beny 
Alagem  does.  His  compa- 
ny has  yet  to  make  a  dime. 
By  Damon  Darlin 

57  General  Growth 
Properties:  A  decade  ago 
mall  pioneer  Matthew 
Bucksbaum  sold  his  shop- 
ping center  empire.  Now 
he's  back  and  buying  malls 
like  crazy. 
By  Marcia  Berss 

68  Guinness:  Irish-type 
pubs  are  the  rage  all  over 
the  drinking  world,  and 
Guinness  is  a-flaunting 
of  the  green. 
By  Howard  Banks 

80  Rick's  Cabaret: 
Robert  Watters  claims 
he  is  bringing  modern 
management  methods 
to  the  topless 
saloon  business. 
By  Christopher  Palmeri 

82  Actors  without 
agents:  Wild  animals  and 
dead  people  are  showing 
up  increasingly  on  TV. 
That's  because  they  don't 
have  unions  and  aren't 
entitled  to  residuals. 
By  Robert  La  Franco 


92  Up  &  Comers 
United  Waste  Systems: 
It  may  be  garbage  to  you, 
but  Brad  Jacobs  makes 
splendid  music  with  it. 
By  James  Samuelson 

96  Faces  Behind 
The  Figures 

Caroline  Vanderlip, 
AT&T;  Richard  Horrow, 
consultant;  Scott  Davis, 
America  West. 

98  Marketing 
Who  would  pay  $3,500 
for  a  refrigerator? 
Enough  people  to  make 
Sub-Zero's  Jim  Bakke  ex- 
ceedingly prosperous. 
By  Joshua  Levine 

LAW  AND  ISSUES 

48  Treadmill:  Wonder 
why  your  income  goes  up 
but  your  standard 
of  living  doesn't  seem  to? 
Read  this  and  learn  why. 
By  Peter  Brimelow 

60  From  can't-lose  to 
can't-win.  Housing,  once 
a  can't-lose  investment, 
looks  to  be  headed  for 
negative  returns  over  the 
next  decade  or  so. 
By  Christie  Brown 


4 


Forbes  ■  April  8,  1996 


108  Paranoid? 
You  should  be. 


MONEY  a  INVESTMENTS 


114  Don't  tell  this  man  stocks  only 
go  up.  He  remembers  1974. 


81  The  outsourcing 
dilemma:  If  unions  want 
to  save  American  jobs, 
the  GM  strike  is  the 
wrong  way  to  go. 
By  Jerry  Flint 

INTERNATIONAL 

78  The  Berlin  bubble: 
East  Berlin  is  a  sea  of 
building  cranes — and, 
for  the  moment,  of  red  ink 
for  many  developers. 
By  Richard  C.  Morais 

COMPUTERS/ 

COMMUNICATIONS, 

TECHNOLOGY 

100  Interactive  Media 
Web  snarl:  We  wonder 
whether  popular  use  of 
the  Internet  is  as  immi- 
nent as  many  billions  of 
dollars  say  it  is. 
By  Nikhil  Hutheesing 

106  Programmers 
yearn  for  a  magic  spray 
that  would  make  soft- 
ware bug- free.  The  closest 
that  anyone  has  come  is  a 
programmer  support  sys- 
tem like  SQL's. 
By  Nikhil  Hutheesing 

112  Computer 
Ventures 

By  Richard  A.  Shaffer 

113  Insights 

By  Michael  Gianturco 


DEPARTMENTS 

10  Side  Lines 

14  Follow-Through 

18  The  Informer 

22  Readers  Say 

25  Fact  and  Comment 

30  Other  Comments 

33  Commentary 

37  Transparent  Eyeball 

38  Forbes  Index 

139  Flashbacks 

140  Thoughts 


PERSONAL  AFFAIRS 

132  Can  custom-made 
suits  be  worth  $2,000? 
Fourteen  years  and  14 
pounds  later,  mine  still 
look  good. 
By  Lawrence  Minard 

134  Collectors 
Wordsmiths,  of  course, 
but  Ireland  has  also  pro- 
duced splendid  painters. 

By  Doris  Athineos 

Editorial  index  is  on  page  6 


116  The  Funds 
Making  a  virtue  of  small  - 
ness:  Tiny  Rockwood 
Growth  does  well  with 
tiny  stocks. 
By  Thomas  Easton 

118  Statistical 
Spotlight 

Beyond  the  war  scare, 
Taiwan  stocks  look  like 
real  bargains. 

By  John  H.  Christy 

124  Streetwalker 

Maxxam;  IBP  Inc.; 
Time  Warner;  Canadian 
National. 


116  He  adver- 
tises using  two-by- 
four-inch  notices 
in  the  Idaho  Falls 
paper,  but  he 
finds  stocks  the 
big  guys  can't 
touch. 


121  The  Forbes/Barra 
Wall  Street  Review 

122  Fixed  Income 
Review 

COLUMNISTS 

76  Reality  Check 

Robert  H.  Nelson 

127  The  Contrarian 
David  Dreman 

128  Wall  Street 
Irregular 

Mark  Hulbert 

130  Stock  Trends 
R.S.  Salomon  Jr. 

131  Coping 
Shelby  White 


134  Quick!  Name  an  Irish  painter. 


April  8,  1996  •  Volume  1 57  •  Number  7 

FORBES  ( ISSN  0015  6914)  is  published  biweekly  except  weekly  during  two  w  eeks  in  October  by  Forbes  Inc.,  60 
Fifth  Ave.,  New  York,  N  Y.  1 00 1  1 .  Second-class  postage  paid  at  New  York,  N  Y  and  at  additional  mailing  offices. 
International  Publications  Mail  Agreement  No.  451029 

GST  #  12576  9513  RT.  POSTMASTER:  Send  address  changes  to  Forbes  Subscriber  Service,  P.O.  Box  37162, 
Boone,  IA  50037-0162.  Copyright  <?  1996  Forbes  Inc.  Title  is  protected  through  a  trademark  registration  in  the 
U.S.  Patent  Office.  Subscription  rate:  S57  a  year. 


Forbes  ■  April  8,  1996 


5 


Forbes 


EACH  REFERENCE 
IS  TO  THE  FIRST 
PAGE  OF  THE 
STORY  IN  WHICH 
THE  COMPANY  OR 
NAME  APPEARS. 


AccessLine,  112 
Acer,  118 

James  Adam  &  Sons,  134 

Advance /Newhouse  Communications,  82 

Alagem,  Beny,  10,  42 

Allied  Domecq,  68 

America  Online,  100 

America  West,  96 

American  Medical  International,  114 
Am  gen,  113 
AMP,  22 

Arthur  Andersen,  64 

Anglo  American  Corp.  of  South  Africa,  127 

Anheuser-Busch,  68 

Apple  Computer,  108 

Arkin,  Stanley,  44 

AT&T  ,96,  112 

©Home,  100 

Atlantic  Southeast  Airlines,  121 
Atria  Software,  106 
MM  B 

Babbitt,  Bruce,  76 
Bakke,  James,  98 
Bankers  Trust,  38 
Barnes  &  Noble,  57 
L.L.  Bean  ,  38 
Bear  Steams,  122 
Bern,  Dorrit,  114 
Bernstein,  131 
BF  Enterprises,  134 
Biogen,  113 
Bitting,  William,  16 
Blackshaw,  Basil,  134 
Blue  Ridge  Real  Estate,  116 
Bly,  Robert,  30 
Boeing,  106 
Boise  Cascade,  116 
Boston  Technology,  1 1 2 
Bowater,  114 
Bristol-Myers  Squibb,  134 
Brite  Voice  Systems,  112 
Browning-Ferris,  92 
BSkyB, 19 

Bucksbaum,  John,  57 


Bucksbaum,  Matthew,  57 

Buffett,  Warren,  57,  114 

Burlington  Northern  Santa  Fe,  130 

Burns,  Brian  P.,  134 

Burns,  Eileen,  134 

Burns,  Kevin,  82 

MMMIi  C. 

Cabaret  Royale,  80 

Cablevision,  100 

Canadian  National  Railway,  124 

Capital  Cities/ ABC,  82 

Case  Shiller  Weiss,  60 

Castro,  Fidel,  25,  30 

CBS  (Westinghouse  Electric),  82 

Centocor,  1 1 3 

Champion  International,  114 
Chan,  Lien,  86 
Channel  Textile,  44 
Chaos  Comics,  37 
Charming  Shoppes,  57,  114 
Chase  Manhattan,  121 
Chiang,  Antonio,  86 
Chien,  Frederick,  86 
Chirac,  Jacques,  33 
Chiron,  113 
Christie's,  134 
Chrysler,  81,  82 
Circuit  City,  42 
Cisco  Systems,  121 
Clark,  Charles,  18 
Clark,  James,  18,  19 
Clinton,  Bill,  128 
Colorado  Bar  &  Grill,  80 
Compaq  Computer,  42,  130 
Coss,  Lawerence,  18 
Cox  Cable  Communications,  82 
Crawford  Fitting,  22 
Crusade  Comics,  37 
Cundey,  Angus,  132 
Cundey,  Simon,  132 

■m  D 

Dataquest,  42 

Davis,  Scott,  96 

Dayton  Hudson,  57 

De  Beers  Consolidated  Mines,  127 

de  Veres  Art  Auctions,  134 

Dege  Savile  Row,  132 

Delhougne,  Rolf,  78 

Dell  Computer,  42 

Deutsche  Bank,  78 

DeVlieg  Bullard,  116 

Disc  Jockey,  57 

Discovery  Communications,  100 
Walt  Disney,  100 
Dole,  Robert,  128 
R.R.  Donnelley  &  Sons,  106 
Driefontein  Consolidated,  127 
DSC  Communications,  114 
Duff  &  Phelps,  124 
Dufficy,  Michael,  16 


Eckert,  Paul  M.,  22 

Edison  Brothers,  57 
A.G.  Edwards,  122 
El  Paso  Electric,  122 
Elihu,  Joseph,  98 
Ellison,  Lawrence,  100 
Enron,  130 

Ensco  International,  1 14 
Equitable,  57 
WMMOK  F 

Farah,  Roger,  114 
Farmer,  Ross,  116 
Feld,  Alan,  131 

Fidelity  Investments  (FMR),  130 
Fontenot,  Dallas,  80 
Ford,  114 

Forrester  Research,  100 
Foxstar  Productions,  82 
FPA  Paramount  Fund,  114 
FreeLoader,  100 
Frye,  Eugene  O.,  22 
Fundus,  78 
■MM  G 
Gap,  57 

Garten,  Jeffrey  E.,  22 
Gassee,  Jean-Louis,  22 

GE,  98 

Genentech,  113 

General  Growth  Properties,  57 

General  Instrument,  100 

Genzyme,  113 

Gerard  Mattison  Klauer,  113 

Gilbert,  Martin,  26 

Gilder,  George,  100 

Gilman,  Kenneth,  44 

Glaxo  Wellcome,  106 

GM,  10,  81 

Goldman,  Sachs,  57,  124 

Goodman,  Barry,  44 

Goodman,  Pamela  McConathy,  44 

Grant  Thornton,  64 

Green  Street  Advisors,  57 

Green  Tree  Financial,  18 

Greenwald,  Martin,  14 

Griffith,  Thomas,  26 

Groninger,  James,  92 

Groupe  Bull,  42 

Guinness,  68 

MM  H 

Haque,  Tani,  106 

Harriman,  Pamela,  33 

Hearst,  82 

Heinz,  H.J.,  134 

Hendricks,  John  S.,  82 

Hettrich,  Sascha,  78 

Hevesi,  Alan  G.,  22 

A.J.  Hewitt,  132 

Hewlett-Packard,  42 

HG  Asia,  118 


mm    Subscriptions:  U.S.A.  one  year  (27  issues)  $57.  Canada,  one  year,  $98  Canadian  funds  (includes  GST).  All  others  $128,  U.S.  funds.  Air  Mail  rates  available 
upon  request.  Forbes  Subscriber  Service:  To  order,  change  address  or  other  customer  service,  call  1-800-888-9896  or  write  Forbes  Subscriber  Service, 

P.O.  Box  37162,  Boone,  IA  50037-0162. 

Forbes  is  indexed  in  major  periodical  indexes  and  can  be  located  in  bound  copy  or  microform  in  major  libraries.  The  full  text  is  available  electronically  on 
major  database  systems. 

Where  necessary,  permission  is  granted  by  the  copyright  owner  for  those  registered  with  the  Copyright  Clearance  Center  (CCC),  27  Congress  St.  Salem,  MA 
01970  to  photocopy  articles  owned  by  Forbes  for  a  flat  fee  of  $1.50  per  copy  per  article.  Send  payment  to  the  CCC  stating  the  ISSN  (0015  6914),  volume 
amd  first  and  last  page  number  of  each  article  copied.  Copying  for  other  than  personal  use  or  internal  reference,  or  of  articles  or  columns  not  owned  by  Forbes 
without  express  permission  of  Forbes  or  t  he  copyright  owner  is  expressly  prohibited. 

Forbes  does  not  supply  back  issues,  lb  order  reprints:  call  (212)  620-2220  or  fax  (212)  206-5118  (minimum  order  500); 
to  request  permission  to  republish  an  article  call  (212)  620-2421  or  fax  (212)  206-5118.  Reprints  reproduced  by  others  are  not  authorized. 


6 


Forbes  ■  April  8,  1996 


9000  CS  Turbo 


Will  that  giddy  feeling  deep  in  your  stomach  diminish  because  the  9000  is  ranked  the  safest  car  in  production?*  Will 
your  exhilaration  be  dampened  by  the  turbo's  fuel  efficiency?  Will  the  guilty  pleasure  of  driving  it  be  compromised  by  its 


large  interior  and  56  cubic  feet  of  cargo  space?  We  don't  think  so.  Experience  turbo  rush  in  the 
Saab  9000  CS.  For  a  free  Saab  Excursion  Kit,  call  1-800-582-SAAB,  Ext.  208.  www.saabusa.com 


•Insurance  Institute  for  Highway  Safety,  1995,  based  on  passenger  vehicle  death  rales  in  USA.  ©1996  SAAB  CARS  USA,  INC. 
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CENTRAL 

Explore  The  Investment  Potential 

Of  Europe, 


Europe's  strong  and  expanding  unified  economy  already  rep- 
resents 25%  of  the  world's  stock  market  capitalization.'''  With 
the  promise  offered  by  emerging  markets  in  Central  and  Eastern 
Europe,  this  region  may  be  poised  for  remarkable  growth  into 
the  next  century.  The  Templeton  Greater  European  Fund  gives 
you  access  to  new  opportunities  throughout  Western,  Central 
and  Eastern  Europe. 

Templetons  managers  focus  on  long-term  capital  growth.  By 
investing  in  established  and  newly  privatized  companies  —  from 
Germany  to  the  new,  Czech  Republic  —  the  fund  can  offer  you 
quality  opportunities  to  begin  or  add  to  your  global  portfolio. 
It's  important  to  keep  in  mind  that  foreign  investments  can  pose 
greater  rewards  as  well  as  risks  when  compared  to  U.S.  invest- 
ments and  developing  markets  can  be  especially  volatile.  The 
fund's  share  price  will  fluctuate  depending  upon  currency  rates 
and  political  climates. 

The  fund's  managers  place  a  strong  emphasis  on: 

♦  Long-term  capital  growth  potential 

♦  Quality  opportunities  in  established  and  emerging  markets 

♦  Diversification  across  countries,  industries  and  companies 

Call  your  investment  representative  or  Templeton  today. 


fSource:  Morgan  Stanley  Capital  International  Perspective  and  International  Finance  Corporation 

Monthly  Update,  1996. 

Franklin  Templeton  Distributors,  Inc. 


Call  1-800- 

342-FUND 
Ext.  T647 


Templeton  Worldwide 

700  Central  Avenue 
St.  Petersburg,  FL  33701-3628 

pSr-j/I  would  like  a  jree  prospectus 
containing  more  complete  information  on 
the  Templeton  Greater  European  Fund, 
including  sales  charges  and  expenses.  I  will 
read  it  carefully  before  I  invest  or  send 
money. 

□  /  am  currently  a  Templeton  shareholder. 

Name 

Address 

City 

State 

Zip  Code 
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WORLDWIDE 
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Andrew  Tanzer 


Revolution  without  bloodshed 

From  (  1 1  >SE  UP,  Andrew  Tanzer  has  watched  Taiwan's  progression 
from  snooping,  repressive  one-party  state  to  prosperous  democracy 
— one  more  proof  that  free  enterprise  and  a  free  society  are  ultimately 
inseparable.  Drawing  on  personal  experience,  Tanzer  authored  this 
issue's  cover  story.  In  it  he  explains  why  a  nation  of  21  million  is  a 
perceived  threat  to  the  masters  of  the  1  billion  Mainland  Chinese. 

Now  stationed  in  Hong  Kong  as  our  chief  correspondent  for  Asia, 
Tanzer  first  came  to  Taiwan  way  back  in  1978  in 
the  junior  year  of  his  studies  in  Wesleyan  Uni- 
versity's East  Asian  Studies  department.  He 
returned  to  the  island  in  1980  for  three  years  as  a 
reporter  for  the  Far  Eastern  Economic  Review 
before  joining  Forbes  in  1984. 

In  his  early  days  there,  Taiwan  was  something 
of  a  paradox  to  Tanzer.  "It  was  an  authoritarian 
state  with  a  sinister  and  omnipresent  internal 
security  network,  wiretapping,  letter  opening, 
lots  of  spooks,"  he  says.  "At  the  same  time  it  ■■■■ 
seemed  almost  everyone  you  met  was  either  an 
entrepreneur  running  a  small  trading  company  or  the  owner  of  a  tiny 
factory.  Gradually,  the  free  economy  overwhelmed  the  authoritarian 
state.  A  real  democracy  emerged.  A  political  revolution  took  place 
without  bloodshed  and  with  a  minimum  of  social  turmoil." 

The  bell  that  tolled  for  totalitarianism  on  the  island  will  toll 
eventually  for  totalitarianism  on  the  mainland,  but  the  Communist 
elite  doesn't  want  its  billion  restless  subjects  to  hear  the  glorious 
sound.  Hence  their  missile  threats.  "Taiwan,"  says  Tanzer,  "has 
created  the  first  democratic  Chinese  society  in  history. "  Page  86. 

.  .  .  Damon  Darlin  of  our  West  Coast  bureau  interviewed  the 
elusive  Benv  Alagem  of  Packard  Bell,  the  king  of  home  computers. 
Most  small  businesses,  if  they  get  big,  do  so  by  raising  fresh  capital 
and  by  reinvesting  profits.  Packard  Bell  did  it  the  other  way  around. 
It  got  big  first,  then  went  out  and  raised  capital.  Read  how  Alagem 
did  the  seemingly  impossible  in  "The  computer  industry's  mystery 
man,"  which  starts  on  page  42. 

.  .  .  The  strike  AT  A  BRAisT.  plant  that  just  about  closed  down  cm 
reminded  Jerry  Flint,  our  veteran  auto  reporter,  about  a  dispute  over 
a  handful  of  jobs  at  Chrysler  more  than  40  years  ago.  That  Chrysler 
strike  helped  doom  Detroit  as  a  manufacturing  center  for  cars.  Flint 
warns  that  the  1996  GM  strike  could  have  equally  dire  results  for  the 
union,  and  for  job  creation.  Page  81. 

...  If  you're  A  computer  user — and  who  isn't  today — you  some- 
times wony  about  an  intruder  hacking  in  and  stealing  private 
information.  In  "How  to  keep  a  secret,"  Susan  Adams  explains  some 
simple,  and  some  not-so-simple,  ways  to  snoop-proof  your  files.  See 
page  108. 


IS  Editor 
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SOME  SEE  A  SMOKESTACK  INDUSTRY. 
E  SEE  SHIFTING  ENVIRONMENTAL  REGULATION,  CAPITAL  RESTRUCTURING  AND  FUTURE  HEALTHCARE  LIABILITY. 


Managing  your  company  in  a  hostile  world  takes  a 
rtner  who  can  see  beyond  the  obvious.  AIG  is  uniquely 
'le  to  protect  you  because  we  have  a  clear  understanding 
risk,  no  matter  what  form  it  takes. 

Since  threats  to  your  business  come  from  many  dif- 
rent  directions,  we  offer  expertise  not  only  in  insurance, 
it  in  managing  total  marketplace  risk.  With  offices 
approximately  130  countries  and  jurisdictions  through- 
it  the  world,  AIG  has  an  unmatched  knowledge  of  local 
nditions  and  regulations  garnered  during  75  years  of 


international  operation.  In  fact,  AIG  is  the  only  worldwide 
insurance  and  financial  organization  that  helps  you  manage 
all  your  business  risk  and  preserve  shareholder  value 
through  a  broad  range  of  customized  services.  Services  like 
environmental  engineering,  global  claims  management  and 
political  assessment.  And  we've  got  the  top  financial  ratings  to 
back  us  up.  So  AIG  not  only  sees  what's  out  there,  but 
has  the  strength  to  help  you  do  something  about  it. 


AIG 


WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES 

American  International  Group.  Inc.,  Dept.  A,  70  Pine  Street,  New  York.  NY  10270 


■Bhe  complexity  of  the  current  tax  code  is  unwieldy,  inefficient  and, 
all  too  often,  unfair.  A  substantially  simplified  tax  code,  perhaps  a  flat 
tax,  would  clearly  improve  the  situation  —  at  least  for  all  the  businesses 
and  individuals  who  can't  afford  legions  of  accountants  and  lawyers. 

At  The  CIT  Group,  we  believe  that  tax  reform  is  just  one  of 
the  many  ways  government  operations  should  be  streamlined. 
American  government  needs  to  follow  the  example  of  American 


industry  and  become  more  productive,  more  efficient  and  more 
tightly  focused  on  service  quality. 

We  know  it  can  work,  because  we've  seen  it  happen. 
We  provide  the  funding  that  helps  thousands  of  companies  take 
the  steps  they  need  to  compete.  For  further  information 
on  how  The  CIT  Group  can 
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help,  call-  1-800-CIT-1908, 


Americas 
Most  Experienced 
Asset- Based 
Lender. 
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The  price  is  right 

Last  fall  we  pointed  out  that 
Canada's  Thomson  Corp.  was  eye- 
ing West  Publishing  Co.  as  part  of  an 
effort  to  remake  itself  from  a  news- 
paper publisher  to  a  provider  of  spe- 
cialty information  (Oct.  23,  1995). 
In  late  February  Thomson  bid  a  rich 
$3.43  billion  for  legal  publisher 
West.  Did  it  overpay? 

Many  analysts  seem  to  think  so. 
They  argue  that  some  information 
West  sells — especially  court  deci- 
sions— will  be  freely  available  on  the 
Internet.  But  West  has  always  made 
this  information  virtually  free  via 
public  law  libraries  and  law  schools. 
Its  core  research — value-added  ser- 
vices such  as  cross-indexing  and  case 
synopses — will  continue  to  be  sold 
to  law  firms  and  single  practitioners 
for  a  hefty  fee.  West's  price,  more- 
over, is  in  line  with  other  recent 
deals.  In  1994  Anglo-Dutch  pub- 
lisher Reed  Elsevier  bought  West's 
rival,  Lexis/Nexis,  for  18  times 
operating  income.  Thomson  is  pay- 
ing 17  times  operating  income — and 
West  has  nearly  twice  Lexis'  operat- 
ing margins. 

Thomson  doesn't  seem  concerned 
about  an  antitrust  investigation 
announced  by  the  Justice 
Department.  Maybe  that's  because 
Minneapolis'  superrich  Opperman 
family  is  on  its  side.  The  Oppermans, 
who  owned  an  estimated  half  of 
West,  are  staying  with  the  company's 
management.  Their  strong  ties  to 
the  Democratic  Party  and  Vice 
President  Gore  may  prove  useful. 

-Marcia  Berss 

Jumping  ship 

Tokyo's  Square  Co.,  the  bestselling 
software  developer  for  Nintendo's 
videogame  machines,  won  gushing 
praise  last  fall  from  Nintendo 
President  Hiroshi  Yamauchi:  "Very 
few  software  houses  have  Square's 
superior  people  and  .  .  .  develop  the 
sort  of  intricately  designed  role-play- 
ing games  that  consumers  want" 
(Nov.  6,  1995). 

What  a  difference  a  few  months 
make.  "We  don't  need  Square's 
Hollywood-style  sound  and  graph- 
ics," barks  a  Nintendo  spokesman 
when  asked  about  Square's  recent 
announcement  that  it  will  defect  and 


develop  games  for  rival  Sony's  en 
ROM  based        PlayStation  and 
Windows  95-equipped  computers. 

Why  Square's  change  of  heart?  Its 
star  software  designers  are  fed  up 
with  repeated  launch  delays  for 
Nintendo's  much-ballyhooed  64-bit 
machines,  and  they  want  greater 
capacity  than  the  new  consoles  will 
offer.  Another  problem:  Even  when 
the  new  players  hit  the  market,  per- 
haps later  this  year,  they  will  require 
software  developers  to  stick  a  semi- 
conductor into  the  game  cartridges. 
That  will  push  retail  prices  to  around 
$100,  versus  $55  for  CD-ROM-based 
games.  -Kazumi  Miyazawa 

Negative  spin 

When  Forbes  last  looked  at 
laser  disc  distributor  Image 
Entertainment,  Inc.,  we  warned 
that,  should  the  business  take  off, 
Hollywood's  big  studios  would 
move  in  to  distribute  the  discs  them- 
selves (Sept.  17,  1990). 


Image  Entertainment's  Martin  Greenwald 
Movies  on  laser  discs  have  never  really 
caught  on — and  now  comes  DVD. 


That  hasn't  been  a  problem  yet. 
While  Chatsworth,  Calif-based 
Image  has  carved  out  a  nice  niche  for 
itself,  laser  movies  never  caught  on 
the  way  the  compact  discs  and  VHS 
tapes  did.  Sales  of  laser  disc  hardware 
are  projected  to  drop  20%  annually 
over  the  next  five  years.  But  what 
could  really  reverse  Image's  fortunes 
is  the  imminent  launch  of  the  digital 
video  disc  (dvd),  a  CD-size  optical 
disc  that  can  deliver  movies,  music, 
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favorite 


Regal.  It  feels  like  your 
easy  chair.  Only  faster. 

Sporty?  Or  comfortable?  You  no  longer  have  to  choose  just  one. 
You  can  choose  Regal.  With  its  new  strategically  contoured, 
body-sensitive  seats,  Regal  is  exceptionally  comfortable. 
And  with  its  spirited  205-horsepower  V6  engine,  it's  also 
powerful  and  athletic.  Regal  by  Buick.  For  more 
formation,  call  1-800-4A-BUICK. 


BUICK* 

e  New  Symbol  For  Quality 
In  America. 


USA 

Official  Sponsor  of  the 
1996  U.S.  Olympic  Team 


5TIEAI. 

ccr  v 

NIGHT  AND  DAY  VIDEO  SURVEILLANCE 


Protect  your  business  and  your  home  with  a  discreet  Video  Surveillance 
System.  Install  covert  TV-cameras  on  your  premises  to  help  identify  and  convict 
criminals.  We  have  a  large  selection  of  disguised  TV-Cameras,  and  use 
the  smallest  high  resolution  TV-cameras  and  the  finest  accessories  to 
help  you  get  the  evidence  you  need.  All  our  low-light  cameras  employ 
a  1/2"  Sony  CCD  chip  with  300.000  pixels,  500  (H)  lines  of 
resolution,  5mm  auto-iris  lens,  0.015  lux  low-light  sensitivity,  and 
are  perfect  for  all  no-light  infrared  applications.  Our  40  day  (960 
hours)  Time- Lapse  Recorder  provides  you  with  visual  proof  on 
video-tape.  Stop  your  profits  from  walking  out  the  door. 
Visit  our  showroom  or  write  or  call  for  a  free  catalog  today. 
*Micro-Miniature  TV-Cameras  *Mini  TV-Cameras  *  Pinhole  Lens 
TV-Cameras  *Color  TV-Cameras  *Dome  TV-Cameras  *Smoke 
Detector  TV-Cameras  *Clock  TV-Cameras  *Picture  TV-Cameras 
★Mirror  TV-Cameras*PIR  Movement  Detector  TV-Cameras*lnfrared  TV-Cameras-frWaterproof  TV-Cameras 
*960  Hour  Time-Lapse  Recorders  *Quad  Compressors  ^Multiplexers  ^Monitors  ★Camera  Switchers 

★Pan-Tilts  *Phone-Line  Video  Transmission  and  Reception  Systems 


TM 


AW  CCTV  Corp. 

60  East  42nd  Street,  Suite  401,  New  York,  N.Y.  10165 
Tel.  (2121-983-1820  Fax  (212I-983-1654  

1-800-396-CCTV 


Spill  EGGS   BENEDICT  on 
Your  SUIT  at  Breakfast  and 
We'll  Have  it  READY  for  Your 

Veal  Piccata  at  L  U N  C  H. 

The  Akasaka  Prince  Hotel  in  Tokyo  has  two-hour  laundry  and  dry 

cleaning.  So  you'll  look  sharp  for  those  pressing  engagements.  Call 

1-800-542-8686  foi  .ation.  Akasaka  <*>  PRINCE  HOTEL 

TOKYO 


games  and  CD-ROM  information. 
Most  everyone  expects  that  DVD  will 
make  quick  work  of  the  $14  billion 
home  video  industry. 

Everyone  except  Image  Chief 
Executive  Martin  Greenwald.  The 
former  stockbroker  and  porn  theater 
operator  declined  to  talk  with 
Forbes  when  asked  about  his  out- 
fit's odds  against  dvd— a  format 
expected  to  be  fully  supported  and 
distributed  by  the  studios. 

Our  advice  to  investors,  including 
37%  shareholder  John  Kluge,  is  the 
same  as  it  was  five  years  ago:  Take 
the  money  and  run. 

-Peter  Newcomb 


Family  jewels 


When  beer  baron  Paul  Kaimanovitz 
died  in  1987,  he  left  virtually  all  of 
his  estimated  $1.2  billion  estate  to  a 
charitable  foundation — not  to  his 
family.  Some  snubbed  relatives  sued, 
alleging  that  Kaimanovitz  built  his 
fortune  with  $1  million  in  jewels  that 
he  had  dug  up  from  a  family  grave 


Paul  Kaimanovitz  and  wife,  Lydic 
The  relatives  are  not  happy. 


in  Poland  after  World  War  II  (May 
22,  1995). 

How  did  the  relatives  make  out? 
Marin  County  Superior  Court  Judge 
Michael  Dufficy  ruled  recently  that 
Kalmanovitz's  kin  "entirely"  failed 
to  prove  their  case.  Their  testimony 
was  "made  suspect  because  of  their 
self-interest." 

Estate  executor  William  Bitting 
expects  that  the  foundation  will  soon 
be  able  to  move  ahead  with  plans  to 
fund  universities  and  hospitals.  As 
for  the  disgruntled  kin,  their  attor- 
ney, Thomas  Hunt  Jr.,  gripes: 
"They're  obviously  not  happy  with 
the  ruling."  H 
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ICAN 

GENERAL 

Annualized  Total 
Return  To  Shareholders  Of  20% 
Over  The  Last  20  Years. 


AGC 
$37,664 


@  Providing  shareholder  value 
is  one  of  American  General's 
guiding  principles. 
@  For  instance, 
$1,000  invested  in 
the  S&P  500  Index 


75  80  85  90  95 


in  1975  was  worth  $15,229  in  1995. 
#  Over  the  same  period,  $1,000 
invested  in  American  General 
common  stock  grew  to  more 
than  $37,000  for  shareholders — 
an  annualized  total  return  of  20%. 


0  Headquartered  in  Houston, 
American  General  has  assets  of  $61 
billion  and  shareholders' 
equity  of  $5.8  billion. 
^  For  over  8  million 
households,  we  provide 
retirement  annuities,  consumer  loans 
and  life  insurance.  Making  us  one  of 
the  largest,  most  successful  diversified 
financial  services  organizations  in 
the  country.  @  For  more  informa- 
tion please  call  (800)  AGC-1111. 


J&HflERIGAN 
GENERAL 


Providing  Retirement  Annuities,  Consumer  Loans,  Life  Insurance  And  Shareholder  Value. 


EDITED  BY  KATE  BOHNER  LEWIS 


Dadscape 

Silicon  Graphics'  whiz  kid  James 
(Jim)  Clark  is  worth  around  $800 
million  since  Silicon's  IPO  and  the 
big  runup  in  Netscape,  which  he  now 
heads.  His  father,  Charles  Clark, 
78,  is  a  ward  of  Harris  County,  Tex., 
living  in  a  low-rent  nursing  home 
and  collecting  under  $500  a  month 
in  Social  Security.  But  Jim  Clark 
won't  give  his  dad  a  dime.  When, 
through  a  lawyer,  the  elder  Clark 
asked  for  money,  Jim  Clark  told  the 
lawyer  nothing  doing — "He  aban- 
doned us  first."  The  story  goes  that 
old  man  Clark  took  off  when  Jim 
was  just  a  tot. 

You  feel  my  pain 

Retired  hedge  hinder  Michael 
Steinhardt  cultivates  a  public  service 
image,  dabbling  in  environmental- 
ism  and  investing  some  $4  million  to 
help  the  Jewish  weekly  the  Forward 
become  a  daily  newspaper.  His  private 
reputation,  however,  is  a  bit  differ- 
ent. To  people  who  know  him,  Stein- 
hardt's  considered  a  reai  skinflint. 
When  he  exited  money  management 
last  year,  he  reportedly  had  to  pay 
out  close  to  $76  million  in  fines  and 
restitution  to  settle  federal  charges 
that  he  had  manipulated  a  U.S.  Trea- 
sury note  issue  in  199 1 .  To  soften 
the  blow,  Steinhardt  forced  at  least 
one  top  employee  to  share  in  the 


They  don't  waste 
much  in  Ulan  Bator, 
capital  of  Mongolia 

Fashion  is  rarely  func- 
tional, but  Mongolia  may 
have  squared  the  circle.  A 
local  furrier,  Moengon  Fr- 
dene  Co.,  which  caters  to 
foreigners,  has  added  dog 
fur  to  its  inventory  of 
marmot,  fox,  sable  and 
lamb.  The  coats  are  made 
from  the  fur  of  strays  that 
infest  the  streets.  The  fur- 
rier claims  it  sold  out  a  trial 
run  of  74  mutt  manteaus 
at  $150  each.  Enthuses  the 
*  enterprising  merchant,  T. 
I  Moenkhtsetseg,  "They're 
g  the  hot  coats  for  the 

1  Nineties."  Coming  to  a 

2  store  near  you? 


Netscape's  $800  million  man,  James  Clark 
He's  finally  getting  revenge  on  dad. 


cost  of  the  settlements.  The  story  on 
Wall  Street  is  that  Steinhardt  forced 
his  top  trader  and  confidant  for  20 
years,  John  Lattanzio,  to  cough  up 
somewhere  between  $15  million  and 
$20  million — two  years'  worth  of 
salary  and  bonus.  Steinhardt  calls  the 
story  ludicrous,  but  a  four-year 
Steinhardt  employee  and  a  decade- 
long  client  confirmed  it. 


What  grows  on  trees 

Lawrence  Coss  was 
among  the  highest-paid 
chief  executive  officers  in 
the  country  last  year  even 
though  his  company, 
Green  Tree  Financial,  is 
only  336th  on  The 
Forbes  Profits  500.  Coss 
founded  the  company  in 
1975,  but  started  making 
the  big  bucks  after  he  re- 
negotiated his  compensa- 
tion package  in  1991.  He 
took  less  than  $500,000  in 
annual  salary  from  Green 
Tree,  which  leases  and  fi- 
nances mobile  homes, 
but  specified  a  bonus  equal 
to  2.5%  of  pretax  profits. 
Further,  half  the  bonus  was 
to  be  paid  in  Green  Tree 
common  at  $6  a  share, 
where  the  stock  was  trad- 
ing when  he  cut  his  sweet 
deal.  With  the  stock  now 
up  to  33,  Coss  can  flip  his 
bonus  shares  for  an  al- 
most 450%  profit.  Last 
year,  with  stock  and  sala- 
ry, Coss  took  home  $28.5 
million,  though  his  salarv 
was  only  $434,000. 
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Oedipus  II 

Rupert  Murdoch  trained  his  kids 
well.  His  daughter,  Elisabeth,  runs 
Murdoch's  British  broadcasting 
unit  BSkyB,  and  son  Lachlan  is  sec- 
ond in  command  at  his  father's 
Australian  satellite  television/pub- 
lishing group.  The  youngest  child, 
James,  23,  figured  that  he  could 
make  it  on  his  own  and  started 
Rawkus  Entertainment  in  Manhat- 
tan. So  far  Rawkus  Records  has 
signed  five  acts:  Whorgasm,  Plas- 
tique,  Poppa  Bear  Kool  Breez,  7 
Universal  and  Motor  Baby.  Explains 
James  Murdoch:  "We  market  the 
kind  of  music  hopefully  your  parents 
don't  like.  We  shoot  for  selling 
records  to  kids  who  like  to  party." 
Party  on. 


Two  Rawkus  Entertainment  Acts 
Another  Murdoch  heir  makes  his  mark. 


Oimtam.  A  Aw  Of  Trnva  Hoar  Sat*.  C.S.4..  /nr.  Lmammntb  urn  to  irrar  sraltrlh  ami, ion  all ,prrd Vans.  ForlhldeaUr  nearr.il  urn.  rail "8001  Si-I/:\IS 1800  8725398). 


#1  Yielding 
Money  Fund 

For  the  7  days  ended  2-20-96,  the  Strong  Heritage 
Money  Fund  ranked  #1  for  yield  among  the  219 
General  Purpose  money  funds  tracked  by  the  IBC's 
Money  Fund  Report,"  a  service  of  IBC/Donoghue,  Inc.  To 
keep  shareholder  costs  low,  a  $25,000  minimum  initial 
investment  is  required.  Call  for  the  Fund's  most  recent 
yield  and  free  prospectus  kit. 

.4«  investment  in  tins  Fund  is  neither  insured  nor  guaranteed  by  tlie  i  '.S 
government,  and  there  can  be  no  assurance  the  Fund  will  be  able  to  main- 
tain a  stable  $1.00  share  price. 

•  100%  No-Load     '  Call  24  hours  a  day 

Performance  and  rankings  are  historical  and  do  not  represent  future  results. 

The  Fund's  inception  date  was  6-29-95.  The  advisor  is  currently  waiving  management  fees  of  .44",,  and  absorb- 
ing expenses  of  ,09"a  Without  this  waiver,  the  current  and  effective  yields  would  have  been  5.04", ,  and  5.1To. 
respectively.  For  more  complete  information,  including  management  ices  ami  expenses,  cull  Strong  Fumls 
Distributors,  Inc.  for  a  free  prospectus  kit.  Flense  rend  it  carefully  before  von  invest  or  send  money  2258B96M 

Strong  Funds 
SEE 1-800-368  9799 


7-Day  Yields* 

I  (Annualized  as  of 2-20-96) 


5.57% 

Current  Yield 

5.72% 

Effective  Yield 

Yields  vary 
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8MPLEX  THE 
NNECTIONS, 


How  ironic.  As  the  demands  of  your  far-flung  business  network 
become  more  painfully  convoluted,  the  solution  becomes  simplicity 
itself:  Call  Digital.  You  need,  to  weave  hardware  and  so f  ware 
from  different  suppliers  into  a  seamless,  productive 
whole?  Digital's  strengths  in  multi-vendor  service 
ana  support  are  unequalled.  You  want  to 
harness  the  competitive  potential  of the  Internet, 
without  exposing  your  company  to  information  highwaymen? 
Digital's  years  of  experience  in  secure  public  networking  are 
unrivalled.  Above  all,  you  have  to  plan  today  for  an 


r 

unrivalled.  Abi 

enormously  uncertain  tomorrow? 
^  pfi      (r         Every  Digital  solution — from  CPUs 

to  storage,  asset  management  to  migration 
services — is  engineered  to  keep  working,  to  keep  evolving,  to 


THE  SIMPLER 
THE  CHOICE. 


your  job  to  connect  an 
enterprise  with  its  data, 
its  customers,  its  partners 


mm 


|™    and  the  world,  your  shortlist  should  be  very 
WHATEVER  IT  TAKES SM    short  indeed.  Call  1-800-DIGITAL,  e-mail  to 


moreinfo@digital.com  or  visit  us  at  http:llwivw.digital.com. 


ABV 

©1996  Digital  Equipment  Corporation.  Digital  and  the  DIGITAL  logo  are  trademarks  and  Whatever  It  Takes  is  a 
service  mark  of  Digital  Equipment  Corp. 


production  management  software 
systems  key  competitive  advantages 
and  is  under  no  obligations  to  pro- 
vide this  software  to  anyone,  includ- 
ing Lucasfilm. 
-Steve  Jobs 
Chief  Executive  Officer 
Pixar  Corp. 
Palo  Alto,  Calif. 

Spitting  bloody  feathers 


learned  how  to  service  its  PC  cus- 
tomers in  anything  other  than  the 
agricultural  sense. 
-Eugene  O.  Frye 
Marion,  Iowa 

Profitable  virtue 

Sir:  Re  "Physician,  heal  thyself' 
(Feb.  26).  You  can  jab  this  office  for 
attempting  to  export  "civic  virtue" 
across  the  Atlantic — the  glass  house 
analogy  is  abundantly  clear.  But  this 
office's  careful  management  has  put 
the  pension  funds  in  the  top  quintile 
of  public  fund  management  in  the 
U.S.  and  the  bottom  quartile  in  fees. 
More  importantly,  we  have  not  had 
to  abandon  appropriate  shareholder 
activism  to  accomplish  these  results. 
Chuckle  if  you  wish.  City  pension 
holders  are  laughing  all  the  way  to 
the  bank. 
-Alan  G.  Hevesi 
Comptroller 
The  City  of  New  York 
New  York,  N.Y. 


An  M.B.A.  by  any 
other  name 

Sir:  Re  "Yale  bites  the  bullet" 
(Informer,  Mar.  25).  You  imply  that 
there  will  be  a  change  in  the  name  of 
our  degree  from  the  current 
Master's  Degree  in  Public  and 
Private  Management  to  an  M.B.A. 
As  a  new  dean,  I  have  asked  for  a 
review  of  many  issues,  including  our 
courses,  our  faculty  hiring,  our  links 
to  the  "real  world,"  and  the  nomen- 
clature of  the  degree.  But  we  are  far 
away  from  any  decision  on  the 
degree.  As  for  the  name  of  the 
school,  it  will  remain  as  it  is. 
-Jeffrey  E.  Garten 
Dean 

Yale  School  of  Management 
New  Haven,  Conn. 

Crawford's  reply 

Sir:  Re  "Secrecy  is  success"  (Oct.  16, 
1995).  Forbes  was  wrong  to  imply 
that  the  Crawford  Fitting  Co. 
engages  in  price-fixing.  As  you 
acknowledged,  the  only  antitrust 
case  charging  price-fixing  against 
Crawford  was  thrown  out  by  the 
courts.  And  you  acknowledged  as 
apocryphal,  yet  printed,  presumably 
for  the  pleasure  of  your  readers,  the 
speculation  by  Richard  Keeney,  the 
disappointed  litigant,  that  Chief 
Justice  Warren  Burger  had  interced- 
ed with  the  trial  judge  out  of  friend- 
ship with  Mr.  Lennon.  We  are  disap- 
pointed that  your  article  on  Mr. 
Lennon  and  our  company  resembled 
a  supermarket  tabloid  rather  than 
the  straightforward,  responsible, 
accurate  reporting  we  expect  from 
Forbes. 

-Ernest  P.  Mansour 
General  Counsel 
Crawford  Fitting  Co. 
Cleveland,  Ohio 

Lending  Renderman 

Sir:  Re  "The  magician"  (Mar.  11). 
All  of  us  at  Pixar  admire  George 
Lucas  and  we  enjoyed  your  article  on 
his  pioneering  achievements.  Pixar 
did  agree  to  provide  Lucasfilm  free 
copies  of  its  industry  standard 
Renderman  software  for  Lucasfilm's 
internal  use,  however  this  agreement 
did  not  extend  to  any  of  Pixar's 
other  software. 

Pixar  considers  its  proprietary 
modeling,  animation,  lighting  and 


Sir:  Re  "Calling  all  geeks"  (Mar. 
11).  You  and  Jean-Louis  Gassee  mis- 
use the  word  "geek."  A  geek  is  a  car- 
nival performer  who  bites  off  the 
heads  of  live  chickens. 
-Paul  M.  Eckert 
Naples,  Fla. 

Manure  thy  customer 

Sir:  Re:  "Next  time  get  me  a  tie" 
(Transparent  Eyeball,  Mar.  11).  Mr. 
La  Franco's  experience  with  IBM's 
"emergency  room"  CD-ROM  parallels 
my  recent  misadventures  with  IBM's 
"Internet  Connection  for  Windows" 
software.  I  will  spare  you  the  gory 
details,  but  it  took  numerous  phone 
calls  plus  exchanges  of  faxes  and  cor- 
respondence with  IBM  to  get  the 
software  up  and  running.  I  am  still 
wrangling  with  IBM  about  the  "free" 
30  hours  of  Internet  connect  time  I 
was  supposed  to  receive  in  the  deal. 
I  conclude  that  IBM  has  not  yet 


Harrisburg,  Pa. 
Dreary  no  more. 


Happy  Harrisburg 

Sir:  Re  "The  amp  connection"  (Mar. 
11).  Your  article  said  that  amp  is  head- 
quartered in  "dreary  Harrisburg,  Pa." 
Fourteen  years  ago  Harrisburg  was 
considered  the  second  most  dis- 
tressed city  in  the  nation  under  fed- 
eral criteria.  Since,  aggressive  eco- 
nomic development,  parks  improve- 
ment and  city  reform  have  reversed 
three  previous  decades  of  decline. 
The  number  of  businesses  on  the  tax 
rolls  has  increased  from  1,908  to 
4,952.  More  than  $1.4  billion  in 
new  investment  has  occurred.  In  the 
past  4  years,  the  first  net  gains  in  res- 
ident population  in  a  half  century 
have  been  recorded,  and  over  the 
past  14  years  the  crime  rate  has 
dropped  26%  and  the  fire  rate  by 
46%.  What  is  dreary  about  this? 
-Stephen  R.  Reed 
Mayor 

Harrisburg,  Pa. 
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Of  course,  nobody  needs  miles  to  justify  doing 
anything  that  feels  this  wonderful. 
But  when  you  use  your  Citibank 
A^Advantage®  card,  you'll  earn  one 
mile  on  American  Airlines®  for 


A^  CITIBANK 


every  dollar  you  spend.*  And  if  that 

/Advantage] 

s  I     gives  you  an  added  incentive  to  treat 


AAdvantage' 

H28  0012  3^5b  18S0 


02/94  01/3 1^97  W 
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yourself  right,  so  much  the  better. 


J    The  Citibank  AAdvantage  card. 


To  apply,  call  I-800-FLY-4444,  ext.  33. 


or  was  it  the  miles? 


The  maximum  number  of  AAdvantage  miles  you  can  earn  with  the  Citibank  AAdvantage  card  is  60,000  miles  per  calendar  year  American  Airlines  A*Advantage  Platinum''  and  Advantage  Gold '  members  are  excluded  from  this  limit 
mencan  Airlines,  AAdvantage,  AAdvantage  Platinum  and  AAdvantage  Gold  are  registered  trademarks  of  American  Airlines,  Inc.  American  Airlines  reserves  the  right  to  change  AAdvantage  program  rules,  regulations,  travel  awards,  and 
special  offers  at  any  time  without  notice,  and  to  end  the  AAdvantage  program  with  six  months  notice.The  Citibank  AAdvantage  card  is  issued  by  Citibank  (South  Dakota),  N.A.  ©  1 996  Citibank  (South  Dakota),  NA. 


Some  Bunny  To  Love. 

Nothing  becomes  a  habit  like  a  rabbit  from  Godiva.  Except  of  course  our  chicks  and  eggs.  So  why  not  lavish  someone 
one  of  our  luscious  gifts?  And  make  Easter  simply  the  best  thing  about  spring.  Hop  in  or  call  1-800-9-CODIVA. 


GODIVA 

Chocolatier 


"With  all  thy  getting  get  understanding" 

Fact  and  Comment 

By  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


FAULTY  REASONING 

When  the  stock  market  plunged  3%  on  Friday,  Mar.  typical.  But  for  such  an  analysis  to  be  true,  the  capital 
8,  the  culprit  was  instantly  pegged  as  February's  unex-     markets  would  have  to  be  perverse.  They  are  not;  the 


COVER  STORY 


pected  surge  in  jobs.  Evidence  of  such 
strong  growth  in  the  economy,  it  was 
explained,  would  forestall  any  move  by 
the  Federal  Reserve  to  lower  short- 
term  interest  rates  further.  When  the 
market  turned  up  on  the  following 
Monday,  pundits  concluded  that  the 
good  news  on  jobs  may  have  been  an 
aberration,  a  one-time  uptick  compen- 
sating for  the  loss  of  jobs  in  January. 
The  economy  may  not  be  so  strong 
after  all.  The  Fed  could  still  cut  rates. 

Not  surprisingly,  the  theme  here,  that  what  is  good  for 
working  Americans  is  bad  for  Wall  Street  and  vice  versa, 
was  quickly  picked  up  by  the  media.  This  headline  was 


Job  gains 
send  markets 
into  tailspin 


analysis  is  flawed.  Totally  overlooked 
is  the  fate  of  the  capital  gains  tax. 

Until  recent  weeks  it  was  assumed  a 
reduction  in  the  capital  gains  tax  rate 
would  be  part  of  any  budget  package. 
But  now  the  outlook  for  such  a  cut 
has  dimmed  markedly.  This  growing 
uncertainty  is  what  underlies  the 
market's  volatility.  And  without  a  cut 
in  the  capital  gains  tax  rate,  the 
L'SAT..dj\      prospects  for  a  growing  economy 
diminish.  A  slowdown  will  hit  hardest 
the  newer,  smaller  companies  that  create  most  jobs  in 
America.  That  would  be  bad  news  for  working  people 
and  for  Wall  Street. 


NO  MORE  APPEASEMENT 


The  bullying  of  Taiwan  is  unacceptable.  It  should 
lead  to  a  thorough  reappraisal  of  U.S.  policy  toward 
China.  Since  the  U.S.  formally  established  diplomatic 
relations  with  China  in  1979,  we 
have  accepted  the  so-called  one- 
China  doctrine.  Diplomatic  cooper- 
ation between  the  U.S.  and  China 
during  the  last  decade  of  the  Cold 
War  kept  pressure  on  the  Soviets, 
and  as  China  pursued  more  market- 
oriented  economic  policies,  trade 
and  investment  expanded  enor- 
mously. With  $57.3  billion  in  bilat- 
eral trade  between  the  U.S.  and 
China,  both  countries  have  benefited 
significantly.  But  America  has  been 
proceeding  on  the  assumption  that 
China  would  not  use  force  in  reunifying  with  Taiwan. 
China's  recent  words  and  actions  have  put  this  bed 


One  of  four  missiles  China  has  test- 
launched  near  Taiwan:  The  intimidation 
can  no  longer  be  tolerated. 


rock  principle  in  question.  By  lobbing  "test"  missiles 
into  the  sea  near  major  Taiwanese  ports  and  warning  off 
shipping  from  the  Strait  of  Taiwan  during  military 
exercises,  China  has  disrupted  Tai- 
wan's economy  and  international 
trade.  China's  quasi-blockade  has 
forced  airlines  and  shipping  compa- 
nies to  reroute  and  has  sent  Taiwan's 
banks  and  capital  markets  reeling. 
Remember,  military  blockades  are 
generally  considered  acts  of  war. 

The  U.S.,  through  its  policy  of 
deliberate  ambiguity,  escalated  the 
crisis.  To  give  China  pause  we  must 
be  clear  and  firm.  By  threatening 
Taiwan  with  force,  China  has  put 
the  very  concept  of  one  China  in 
jeopardy.  At  stake  here  is  much  more  than  good  eco- 
nomic relations. 


NUCLEAR  TIME  BOMB 


JURAGUA,  THE  Cuban  nuclear  power  plant,  is  only  180 
miles  from  Key  West,  Fla.  Begun  around  1983  and 
mothballed  in  1992,  when  money  and  Russian  assistance 
ran  out,  this  nuclear  power  complex  is  a  potential  night- 
mare for  America.  Even  though  the  Cuban  reactors  are 


of  a  different  type  from  the  one  that  caused  the  disaster 
at  Chernobyl  in  Ukraine,  there  are  real  doubts  about 
their  safety.  (Germany,  which  inherited  four  similar  plants 
from  East  Germany,  shuttered  them  as  soon  as  possible 
because  of  grave  safety  deficiencies.)  Questionable  design 
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is  not  the  only  issue.  Cuban  defectors  who  were  involved 
in  the  operations  at  Juragua  have  detailed  numerous 
defects,  including  flawed  welds,  faulty  materials  and 
shoddy  workmanship.  Despite  mothballing,  corrosive 
tropical  air  is  already  taking  its  toll  on  equipment. 

In  testimony  before  the  House  last 
August,  a  General  Accounting  Office 
(GAO)  official  spoke  of  Juragua  as  a 
"nuclear  plant  in  a  state  of  deteriora- 
tion." In  addition,  he  discussed  alle- 
gations by  a  former  Cuban  nuclear 
plant  worker  that  safety  training  and 
procedures  are  inadequate. 

What  is  the  risk  to  America?  In  a 
study  requested  by  the  GAO,  the 
National  Oceanic  and  Atmospheric 
Administration  concluded  that  within 
four  days  of  an  accident,  radioactive 
pollutants  could  cover  all  of  Florida, 
be  carried  as  far  west  as  Texas  and  as 
far  north  as  Washington,  D.C.  None- 
theless, completing  this  nuclear  facili- 
ty remains  a  top  priority  of  Fidel 
Castro's  regime,  and  the  Russian 
Ministry  of  Nuclear  Energy  has  agreed  to  help  find  for- 
eign financing  for  the  project  and  to  involve  Western 
companies  in  finishing  the  job. 

In  the  past  the  Soviets  subsidized  Cuba  by  selling  it  oil  at 
low  prices  while  paying  top  dollar  for  Cuban  sugar.  But  that 


Blown-out  core  of 

No.  4:  Do  we  want 


arrangement  ended  with  the  breakup  of  the  U.S.S.R.  Now 
Castro  is  counting  on  the  development  of  tourism  and 
other  industries  to  revive  Cuba's  economy  and  bail  out  his 
regime,  butNvithout  a  new  source  of  cheap  power  this  won't 
be  possible.  No  wonder  one  top  Cuban  official  was  quoted 

  in  the   New  York  Times  as  saying, 

"Nobody  is  more  interested  in  not  hav- 
ing to  build  this  power  plant  than  us. 
But  the  problem  is  that  we  have  no 
choice."  In  other  words,  the  pressure  for 
political  change  w  ill  grow  unless  Castro 
can  get  Juragua  on  line. 

Here  is  an  opportunity  for  the  U.S.  to 
protect  its  citizens  from  a  possible 
nuclear  catastrophe  and  nudge  Castro 
closer  to  the  exit.  The  Clinton  Admin- 
istration must  resist  suggestions  being 
made  that  it  open  relations  with  Cuba  or 
that  it  provide  technical  assistance  for 
completion  or  operation  of  Cuba's 
nuclear  plant.  We  must  make  clear  that 
any  government  or  company  providing 
equipment,  financing  or  assistance  to  diis 
project  will  lose  access  to  the  U.S.  mar- 
ket. Cuba  and  die  rest  of  the  world  must  also  understand 
that  there  will  be  no  U.S.  bailout  of  the  project,  no  payoff 
through  financial  support  and  no  guarantee  of  new  energy 
sources  as  long  as  Fidel  Castro  remains  in  power.  The  soon- 
er he  goes,  the  better  for  Cubans,  as  well  as  for  Americans. 


Chernobyl's  reactor 

this  on  our  doorstep? 


TWO  GOOD  READS 


The  First  World  War— by  Martin  Gilbert  (Henry  Holt 
and  Co.,  $35).  Though  authentic  history,  this  thick  vol- 
ume keeps  you  turning  pages  as  if  it  were  a  thriller — 
never  mind  that  you  know  how  the  plot  will  turn  out. 
Winston  Churchill's  official  biographer  uses  the  effective 
technique  of  intermixing  closeups  with  panoramic  shots 
to  bring  to  life  the  bravery,  suffering  and  folly  that  was 
almost  beyond  belief.  On  nearly  every  page,  for  every 
battle,  for  every  diplomatic  event,  Gilbert  manages  to 
quote  a  personal  letter,  an 
encounter,  an  anecdote  that  por- 
trays these  great  events  on  a  human 
scale.  After  the  battle  for  Gheluvelt 
in  1914,  a  German  soldier  writes  to 
his  landlord:  "Our  Regiment 
fought  like  heroes.  I  was  made 
lance-corporal  and  was  saved  by  a 
near  miracle."  You  curse  that  mira- 
cle— the  German  soldier's  name 
was  Adolf  Hitler.  But  then  you're 
brought  close  to  tears  by  an  entry 
from  the  diary  of  a  British  officer  who  survived  the  hope- 
less offensive  on  the  River  Somme — 20,000  British  dead 
on  the  first  day  alone:  "Everyone  I  care  for  gone:  dear 
Harold  died  most  splendidly.  He  w  as  shot  through  the 
stomach  and  Lawrence  killed  behind  him  by  the  same 
shot.  Iscariot  was  shot  through  the  heart  and  all  his  staff 
killed  around  him.  The  men  did  grandly — going  on 
without  officers  and  reaching  all  objectives. 


a  better  understanding  of  the  forces  and  people  who  ush- 
ered in  the  modern  age,  its  triumphs  as  well  as  its  tragedies. 
Harry  &  Teddy — by  Thomas  Griffith  ( Random 
House,  $24).  If  you're  curious  about  the  esoteric  craft 
of  journalism,  this  is  great  reading.  It's  the  tale  of  the 
long-playing  love-hate  relationship  between  Henry  R. 
Luce,  last  of  the  great  press  barons,  and  Theodore  H. 
White,  one  of  Luce's  star  reporters  and  author  of  the 
famous  series  of  books,  The  Making  of  the  President. 

In  pre-TV  days,  when  people 
still  got  their  news  from  print, 
these  men  were  two  of  the  most 
influential  people  in  America, 
influential  in  ways  that  today's 
TV  anchors  will  never  be.  The 
Presbyterian  missionary's  son  who 
cofounded  Time  Inc.  and  the  poor 
Jewish  boy  from  Boston  shared 
disputatious  natures  and  a  passion 
for  China.  Their  common  traits 
first  brought  them  together,  then 
later  caused  an  irreparable  rift. 

Of  Luce,  the  author  writes:  "If  a  conservative,  Luce 
was  an  unpredictable  one.  [He]  was  unyielding  in  his 
belief  in  free  enterprise,  but  his  support  for  capitalism 
was  qualified  by  his  insistence  that  it  have  a  responsible 
moral  base."  Of  White's  devious  but  effective  reporting 
technique:  "In  the  gathering  of  a  story  [Teddy]  was 
capable  of  dissembling  and  flattering  his  sources,  saving 


When  you  turn  the  last  of  these  615  pages,  it  will  be  with     his  honesty  for  the  telling  of  it." 
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Except  for 
the  windshield 

the  wheels 
and  the  price, 

things  are 
pretty  much 
where  you'd 
expect  them 
to  be. 


$18,995; 

well-equipped 

•  Standard  3.3L, 
sequential  EFI  V-6 
«^         engine,  161  hp 

•  Standard  speed  control 

•  Standard  power  windows 

and  door  locks 

•  Standard  16  "  touring  tires 

•  Standard  fog  lamps 

•  Standard  power  heated 

outside  mirrors 

•  Standard  airbagsfor 
driver  and  front  passenger 

•  Standard  air  conditioning 

•  Standard  AM/FM 
cassette  and  center 
console  with  storage 

•  More  passenger  room 
and  trunk  space  than 

Taurus,  Lumina  or  Camry 

•  Better  resale  value 
record  than  Taurus, 
Lumina  or  Camry'* 

•  Customer  One  Care™ 
3 -year  or  36,000-mile 

bumper-to-bumper 
warranty  and 
3/36  Roadside  Assistance^ 

•  For  still  more  information, 
call  1-800-4-A-DODGE. 


Lets  face  it.  There's  a  little  Pavlov  dog  in  each  of  us.  So  it  should 


come  as  no  real  great  revelation  that  your  furniture  and  office 


space  can  affect  the  way 


coworkers  act  and  interact. 


You  can  bring  people  together 


as  teams  instead  of  keeping  them 


apart.  Or  isolate  them  for  intense,  though  ful  work.  Encourage  the 


sharing  of  ideas  between  disciplines  and  departments.  Create  an 


environment  so  flexible  that  meetings  can  happen  anywhere, 


even  hallways.  In  short,  build  smarter  workplaces  that 


are  more  productive  and  more  profitable.  And  no 


one  knows  how  to  do  it  better  than  Steelcase  and  its 


dealers.  Visit  our  Web  site,  http://www.steelcase.com. 


Or  for  additional  information,  you  can  just 


give  us  a  call  toll-fee  at 


1-800-777-0330,  ext.  201.    A  smarter  way  to  work™ 


Other  Comments 


Catch  the  Wave 

Overall,  a  massive  American  move 
toward  selling  off  many  of  the  govern- 
ment's services  and  assets  would  be 
following  a  sweeping  worldwide  trend 
that  has  proved  extremely  successful 
and  yielded  governments  huge  savings. 

From  1979  to  1987,  sales  of  British 
government  assets  direcdy  raised  over 
$40  billion,  saved  scores  of  billions 
more  in  reduced  government  costs 
and  transferred  some  600,000  em- 
ployees from  public  to  private  payrolls. 
-Human  Events 

Time  For  Action 

The  U.S.  needs  to  clarify  the  costs  to 
China  of  military  adventurism  [in 
Taiwan  and  other  parts  of  the  world]. 
First,  the  Chinese  would  hate  a  U.S.- 
Japan strategic  collusion  against  them. 
Second,  the  economies  of  the  South- 
east countries  are  strong,  and  nations 
there  could  pursue  a  formidable  defense 
buildup  if  they  felt  a  need  to.  Third, 
financial  institutions  could  take  fright  at 
the  specter  of  instability  in  the  region — 
threatening  China's  future  growth.  Aid 
finally,  if  China  did  not  desist,  any  U.S. 
military  pullback  from  Asia  would  stop. 
Taiwan  would  be  the  recipient  of  new 
military  hardware — including  a  more 
modern  antimissile  defense  system. 

Democracy  cannot  be  threatened  by 
force,  and  free-market  prosperity  cannot 
be  disrupted  in  Taiwan.  The  U.S.  is  the 
one  power  in  Asia  that  can  most  affect 


China.  Delay,  hedging  and  obfuscation 
have  had  their  day — we  now  need  clar- 
ity and  precision  backed  by  power. 
-James  R.  Lilley,  former  U.S. 
ambassador  to  China,  Newsweek 

Semisweet 

I  HAVE  grown  fond  of  semicolons  in 
recent  years.  The  semicolon  tells  you 
that  there  is  still  some  question  about 
the  preceding  full  sentence;  some- 
thing needs  to  be  added.  It  is  almost 
always  a  greater  pleasure  to  come 
across  a  semicolon  than  a  period.  The 
period  tells  you  that  that  is  that;  if  you 
didn't  get  all  the  meaning  you  wanted 
or  expected,  anyway  you  got  all  the 
writer  intended  to  parcel  out  and  now 
you  have  to  move  along.  But  with  a 
semicolon  there  you  get  a  pleasant  lit- 
tle feeling  of  expectancy;  there  is  more 
to  come;  read  on;  it  will  get  clearer. 
-Lewis  Thomas, 
The  Medusa  and  the  Snail 

Play  Hardball 

Representatives  Robert  Menendez 
(D-N.J.)  and  Ileana  Ros-Lehtinen 
(R-Fla.)  are  right  to  seek  to  dock 
Moscow's  foreign  aid  account  by  one 
dollar  for  every  dollar  it  sends  to  Fidel 
Castro's  nuclear  program.  They  are  also 
right  to  pursue  every  other  avenue — 
from  blocking  launches  of  U.S.  satel- 
lites on  Russian  rockets  to  deferring 
rescheduling  Moscow's  international 
debt  to  suspending  American  taxpayer- 


guarantees  for  energy  exploitation  in 
Russia — to  bring  pressure  on  the  Krem- 
lin to  stop  this  transaction  at  once. 

Congress  should  also  address  the 
malevolent  behavior  of  companies 
based  in  allied  nations.  Such  compa- 
nies should  be  offered  a  choice:  You 
can  do  business  with  Fidel  or  do  busi- 
ness in  the  U.S.  market,  but  not  both. 
-Frank  Gaffney  Jr.,  director, 

Center  for  Security  Policy, 

Washington  Times 


The  nation  should  have  a  tax 
system  which  looks  like  someone 
designed  it  on  purpose. 

-William  E.  Simon,  in  U.S. 
Treasury  Blueprints  for  Basic 
Tax  Reforms,  1977 

Watch  Out 

The  PASsrvE-AGGRESsrvE  way  of  (not) 
doing  things  has  spread  like  a  drug- 
resistant  strain  of  civic  anger.  A  real 
insecurity  and  confused  apprehension 
that  something  has  gone  basically 
wrong  mutate  by  stages  into  free-float- 
ing sullen  grievance  and  ballistic  self- 
pity,  a  boll-weevil  mentality  of  busy 
stealth,  the  victim/employee/citizen 
as  secret  guerrilla.  Alienation. 

Poet  Robert  Bly  sees  an  ominous 
general  slide:  "Adults  regress  toward 
adolescence;  and  adolescents — seeing 
that — have  no  desire  to  become 
adults."  A  society  of  surly  teenage  sib- 
lings in  a  home  without  a  father.  Or, 
put  another  way,  a  kingdom  from 
which  King  Lear  has  departed,  in 
which  the  only  remaining  political 
choice  is  between  Goneril  and  Regan. 
-Lance  Morrow,  Time 


Snob  Unappeal 


"And  do  you  promise  to  love,  honor,  and  cherish  each  other,  and  to  pay 
the  United  States  government  more  in  taxes  as  a  married  couple  than  you 
would  have  paid  if  you  had  just  continued  living  together?" 


"I  must  confess  it's  not  the  best  pic- 
ture in  the  world,"  says  [artist] 
Alexander  Melamid  about  an  ersatz 
Hudson  River  landscape.  "We  were 
trained  as  elitist  artists,"  Melamid 
apologizes.  "We  know  much  better 
how  to  paint  bad  paintings." 
-Richard  B.  Woodward, 
New  York  Times  Magazine  WM 
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Now,  more  than  ever,  well  help  you  keep  your  promises. 

Massachusetts  Mutual  Life  Insurance  Company  and  Connecticut  Mutual  Lire 
Insurance  Company  nave  joined  as  one  — combining  financial  strength,  expert 
representatives  across  the  country  and  almost  300  years  of  experience.  With  over 
$100  bill  ion  in  assets  under  management,  our  blue-chip  company  can  provide 
you  with  an  even  greater  sense  of  security.  We  help  you  keep  your  promises. 

MassMutual 

The  Blue  Chip  Company  " 


Life  &  Disability  Insurance  *  Annuities  *  Pension  &  Retirement  Products  *  Investment  Management 

©1996  Massachusetts  Mutual  Life  Insurance  Co  .  1295  State  St.,  Springfield,  MA  01111*  Securities  products  and  services  ottered  through  MML  Investors  Services.  Inc  ,  a  MassMutual  subsioiary 


31995  BankAmerica  Corporation 


Customized  Leveraged  Finance 
For  A  $1.7  Billion  Spin-Off 

(We  Knew  How  To  Make  All  The  Pieces  Fit) 

Working  closely  with  this  client  gave  us  the  knowledge  to  structure 
financing  for  the  spin-off  of  34  of  their  companies  in  less  than  a  week. 
The  deal  was  designed  to  enhance  shareholder  value  and  create 
a  new  corporation  with  a  flexible  capital  structure.  We  understood 
the  company  well  enough  to  recognize  the  value  of  every  piece. 


Bank  of  >--;^rica 


Our  client  had  the  benefit  of  a  team 
of  specialists  in  relationship  management, 
corporate  finance  and  global  syndication. 


Commentary 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Chairman 


FRANCE:  SOME  PLUSES  AND  MINUSES 


France,  which  we  visited  in  March,  is  a  land  of  para 

doxes.  While  there  is  much  to  criticize  in  the  French 
economy's  performance,  there  is  good  reason  to  believe 
the  current  government's  plans  and  policies  will  elimi- 
nate many  of  the  factors  that  have  caused  the  poor 
results  of  recent  years. 

Most  of  France's  economic  problems  stem  from  former 
President  Francois  Mitterrand's  determination  to  impose 
socialism  on  France.  The  actions  he  took  in  1981  were  as 
predictable  as  the  ensuing  results.  Major  industrial  and 
financial  institutions  were  nationalized,  and  programs 
promising  huge  "social  benefits" 
were  enacted.  In  less  than  two  years 
economic  disaster  had  descended, 
and  Mitterrand  tried  to  mitigate  it  by 
implementing  a  program  of  compara- 
tive government  austerity  But  social- 
ist experiments  cannot  be  so  easily 
undone.  The  nation's  strong  labor 
unions,  its  deeply  entrenched  bureau- 
cracy and  its  many  citizens  who  were 
receiving  checks  from  ever  expand- 
ing government  programs  slowed  or 
blocked  attempts  to  privatize  the 
public  sector,  to  reduce  the  high  taxes 
sustaining  the  programs  and  to  cut  the  vast  array  of  gov- 
ernment controls  that  were  stilling  major  job  creation. 

President  Jacques  Chirac,  who  took  office  in  May  1995, 
has  tried  to  unchain  the  French  economy  by  reducing  the 
deficit  and  the  size  and  number  of  state-owned  enterprises. 
But  carrying  out  his  plans  has  not  been  easy.  Privatization 
of  Air  France  was  blocked  by  unions  that  realized  private 
ownership  would  make  cuts  in  Air  France's  vast  labor  force. 

The  left-wing  cast  of  much  of  the  unions'  leadership 
makes  Mr.  Chirac's  task  more  difficult.  On  Mar.  6  the 
Financial  Times  reported  that  one  of  the  major  unions 
behind  the  1995  railway  strike  attacked  a  government 
report  on  the  future  of  the  railways  because  of  the 
report's  "'liberal  vision  of  free  competition,  social  sacri- 
fices  and  deregulation."  In  point  of  fact,  the  report  only 
suggested  studying  "20  questions  for  debate." 

Other  problems  affecting  the  economy  are  the  ongo- 
ing attempts  to  tic  France  to  Germany's  faltering  econo 
my  (only  49%  of  the  French  favor  a  single  European  cur- 
rency) and  some  protectionist  tendencies.  More  serious 


Ambassador  Tordjman,  CWW:  Finding 
common  ground  between  our  two  nations. 


factors  are  that  unemployment  has  remained  at  about 
12%  and  1995's  economic  growth  was  only  about  2.5%. 

But  investment  in  France  remains  strong.  The  French 
Ambassador  at  Large  for  international  investment,  Jean- 
Daniel  Tordjman,  told  us  that  France  continues  to 
attract  large  amounts  of  foreign  capital  ($12.8  billion  in 
1995),  primarily  because  it  has  a  trained  work  force,  an 
efficient  infrastructure  and  an  unmatched  position  in  the 
heart  of  Europe.  France  also  has  maintained  low  rates  of 
inflation  and  competitive  labor  costs. 

In  the  Nice-Cannes  area — known  as  a  lovely  vacation- 
land — there  is  a  huge  science  park  of 
5,700  acres  named  Sophia  Antipolis. 
During  the  last  20  years  this  park  has 
become  home  to  some  1 ,000  com- 
panies— 100  of  which  are  foreign. 
These  companies  are  mainly  involved 
in  advanced  information  technology, 
electronics,  telecommunications, 
and  research  in  health  and  life  sci- 
ence, energy,  the  environment  and 
higher  education.  There  are  plans  for 
the  park  to  double  in  size,  to  1  1,100 
acres,  over  the  next  few  years. 

Another  area  in  which  France  excels 
is  advanced  aviation  development.  With  the  Concorde  now 
over  26  years  old,  France,  better  than  most,  understands 
the  need  for  a  second  generation  supersonic  transport. 

In  the  foreign  policy  arena,  France  has  taken  encour- 
aging steps  toward  helping  the  military  side  of  NATO.  It 
is  also  beginning  to  modernize  its  own  armed  forces  and 
defense  industry.  The  draft,  consisting  of  ten  months' 
compulsory  service,  will  end  within  six  years,  and  France 
will  also  cut  150,000  troops  from  its  forces.  But  sub 
stantial  expenditures  will  be  needed  if  the  scaled-down 
military  is  to  be  more  mobile  and  effective.  The  U.S. 
continues  to  be  extraordinarily  well  served  in  France  by 
Ambassador  Pamela  Harriman — one  of  the  few  authen- 
tic stars  in  the  Clinton  Administration. 

France's  greatest  hope  lies  in  its  government,  which  is 
determined  to  eliminate  much  of  the  rigidity  and  weak- 
ness stemming  from  reliance  on  state  ownership  and 
control  of  so  much  of  the  economy.  IfPresideril  Chirac 
were  able  to  secure  a  major  tax  reduction,  France's  fu- 
ture would  be  bright  indeed.  Ml 
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What  time  is  it? 


Vevay,  Ind. 
is  in  a  time 
zone  of  its 
own.  The  post 
office  keeps 
to  Eastern 
Daylight 
Time;  the 
banks  stick 
to  Eastern 
Standard 
Time. 


Oft 
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Come  Apr.  7,  I'll  reset  four 
wristwatches,  one  pocket 
watch,  six  clocks,  the  VCR  clock, 
the  telephone  answering  ma- 
chine and  the  clock  in  my  com- 
puter. I'm  only  glad  I  don't  live 
in  Indiana. 

In  winter,  most  of  Indiana  is 
on  the  same  time  as  the  East 
Coast,  but  in  April,  when  East- 
erners turn  clocks  ahead,  Hoo- 
siers  stay  behind.  Well,  not  all 
Hoosiers.  Five  Indiana  counties 
move  to  Eastern  Daylight 
Time — the  locals  call  it  "fast 
time" — and  1 1  others  move  to 
Central  Daylight  Time — "slow 
time" — in  April. 

Janna  Pavy  is  a  dental  hygien- 
ist  in  tiny  Vevay,  Ind.  (pop. 
1 ,763 ).  She  works  on  slow  time, 
but  her  husband,  Gary,  a  pro- 
duction coordinator  at  a  nearby 
factory,  works  on  fast  time  to 
coordinate  with  company  head- 
quarters in  Cincinnati.  In  the  Pavy  household, 
the  kitchen  clock  is  set  to  slow  time,  but  the 
clock  in  the  master  bedroom  is  on  fast  time. 

Officially,  Vevay  keeps  to  Eastern  Standard 
Time  year-round.  But  as  Vevay  is  just  across  the 
way  from  both  Kentucky  and  Ohio  (where 
Eastern  Daylight  Time  is  observed),  confusion 
reigns.  The  Vevay  post  office  is  on  fast  time;  the 
banks  on  slow  time.  The  town's  eye  doctor  is  on 
fast  time;  the  dentist  on  slow.  Robert  Findley, 
the  local  dentist,  marks  appointment  notices 
with  a  big  seowtime  stamp. 

Why  doesn't  Indiana  fix  this  problem?  Most 
commercial  interests  want  the  state  to  follow  the 


East  Coast,  but  farmers  wield  big  clout  here  and 
they  don't  want  to  go  on  Eastern  Daylight 
Time.  For  one,  they  argue  that  the  extra  hour  of 
daylight  in  the  evening  would  keep  them  in  the 
fields  long  past  supper  time.  Folks  who  live  near 
Chicago  also  oppose  any  change — they  want  to 
be  in  sync  with  the  metropolis. 

"Every  two  or  three  years  all  the  forces  [in  the 
legislature]  line  up  and  go  to  battle,  but  no  one 
ever  wins  and  nothing  gets  done,"  sighs  Chris- 
topher La  Mothe,  president  of  the  state's  cham- 
ber of  commerce.  "In  the  meantime,  the  world 
remains  mystified  about  what  time  it  is  in 
Indiana."  '  -N.M. 


Batman  in  a  bustier 


BY  R.LEE  SULLIVAN 


4<You  can 
only  lack  the 
guys  in  the 
crotch  so 
many  times 
before  it 
becomes 
dull." 


The  once-hot  comic  book 
market  is  dead  cold.  Sales 
have  dropped  over  20% 
since  1993.  In  Janu- 
ary industry  leader 
Marvel  Entertain 
ment  Group  said  it's 
cutting  more  than  275 
jobs,  canceling  20  comic 
book  titles  and  taking  a  hefty 
restructuring  charge.  In  just 
two  years,  Marvel's  stock  has 
halved. 

Not  all  is  lost,  however.  "Bad 
girl"  comics  are  booming.  While 
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American  standards  of  literacy  arc  dropping, 
college  students  still  seem  able  to  handle  com 
ics,  especially  when  the  cartoons  show  busty 
viragoes  with  names  like  Lady  Death,  Barb  Wire 
and  Avengelyne.  Batman  in  a  bustier;  Captain 
America  in  a  camisole. 

"Lady  Rawhide  is  a  very  strong  role  model,''' 
says  Charles  Novinskie,  sales  and  promotions 
manager  for  a  division  of  Lady  Rawhide's  pub- 
lisher, publicly  traded  Topps  Co.  Perched  on 
the  cover  of  her  debut  issue,  this  role  model, 
whip  in  hand,  beckons:  "Hey,  want  to  read  a 
comic  that's  not  just  for  little  boys?"  Lady 
Death  stars  in  a  special  lingerie  edition;  Avenge- 
lyne has  her  own  swimsuit  issue. 

Chaos  Comics'  Lady  Death  sells  160,000  copies 


each  month,  about  as  much  as  classic  favorites  like 
Superman.  Crusade  Comics'  sensual  Shi  often 
outsells  Batman.  Maximum  Press'  Avengelyne 
holds  its  own  against  Captain  America. 

Most  of  the  50-odd  bad  girl  titles  come  from 
independents,  but  the  big  guys — Marvel  and 
Time  Warner's  DC  Comics — are  squeezing 
more  of  their  traditional  female  characters  into 
peekaboo  costumes.  "There  are  more  every 
month,"  frets  Chaos  President  Brian  Pulido.  He 
worries  that  the  market  will  soon  tire  of  the  sexy 
avengers. 

Says  Duncan  Jackman,  a  29-year-old  Toron- 
to-based research  analyst  and  longtime  comic 
collector:  "You  can  only  kick  the  guys  in  the 
crotch  so  many  times  before  it  becomes  dull." 


Vive  le  Quebec! 


How  to 
get  the 
government 
of  Quebec 
to  subsidize 
your  college 
degree. 


Cynthia  Yuil.l  is  feeling  smug.  "My  friends  still 
have  piles  of  student  loans  to  pay  off,"  grins  this 
28-year-old  native  of  Portland,  Me.  "And  here  I 
am,  scot-free." 

Yuill  didn't  need  to  go  into  debt,  because  the 
government  of  Quebec  covered  most  of  the 
costs  of  her  B.A.  from  Montreal's  venerable 
McCill  University — even  though  she  is  a  U.S. 
citizen. 

Officially,  foreigners  pay  the  equivalent  of 
about  $5,900  for  a  year  of  tuition  and  fees  at 
McGill,  but  Yuill  discovered  that  French  majors, 


regardless  of  nationality  and  residence,  pay  the 
rate  charged  to  Canadians,  just  $1,500  a  year. 

This  in  the  name  of  promoting  the  French 
language. 

Yuill  majored  in  French  literature,  but  she 
also  took  lots  of  courses  in  other  fields  and  came 
away  with  a  well-rounded  liberal  arts  education. 
She's  now  a  systems  specialist  for  L.L.  Bean's 
international  division,  and,  yes,  once  in  a  while 
her  knowledge  of  French  comes  in  handy. 
Where  there's  a  government  program,  there  are 
ways  to  exploit  it.  -N.M.  H 


THE  FORBES  INDEX 
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Including  benefits,  the  pay- 
checks of  America's  workers 
haven't  grown  much  in  real 
terms  since  1973 — nor  has 
worker  productivity.  Joshua 
Feinman,  an  economist  at 
Bankers  Trust,  points  out 
that  per  capita  personal 
income  increased  only  1.7% 
per  year  since  1973.  Produc- 
tivity climbed  just  1%  per 
year  in  that  same  period — 
less  than  half  the  pace  in 
the  1960s.  Feinman's  fore 
cast  for  1996;  a  1%  increase 
in  output,  and  a  2%  rise  in 
real  personal  income. 


(1967=100)  Current  269.2*     .  Previous  269.7t       Percent  change 

Cioseup  on  the  Forbes  Index 

272  B^nanann 


285 


*Preliminary  tRevised 


245 
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The  Forbes  Index  Is  a  measure  of  U.S. 
economic  activity  composed  of  8  equally 
weighted  elements:  The  cost  of  services 
relative  to  all  consumer  prices,  the  level  of 
new  orders  for  durable  goods  compared  with 
manufacturers'  inventories,  total  industrial 
production,  new  housing  starts,  personal 
income,  new  claims  for  unemployment 
compensation,  total  retail  sales,  total 
consumer  installment  credit. 
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It's  not  about  tracking  down  the 
hottest  fund  of  the  moment. 


It's  about  settling 
in  with  a  family 
of  funds  that  could 
serve  you  for  years 
to  come. 


Perfdr 
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26.3  9% 
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Fidelity 
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Fidelity 
Investments® 
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t's  not  that  "shooting  stars"  are  bad.  It's 
just  that  they  can  burn  out  fast.  And  then 
what  do  you  do  with  your  IRA? 

You  want  a  place  with  depth  and  variety. 
One  that  aims  to  help  you  maximize  the 
perfomiance  of  your  IRA  over  the  long  haul. 


With  a  minimum  of  cost  and  effort.  A  place 


like  Fidelity. 

You  can  put  your  IRA  to  work  in  over  50 


Fidelity  funds.  Without  paying  a  load 


Even 


renowned  funds- like  Contrafund  and  Blue 
Chip  Growth  Fund- are  load-free  for 
investors  like  you.2 

Naturally,  past  perfomiance  is  no  guarantee 
of  future  results.  And  when  you  sell  your 
shares,  you  can  have  a  loss  or  a  gain. 


Move  your  IRA  to  Fidelity 


today  and 

give  it  a  place  to  call  home.  Pick  up  your 
IRA  fact  kit  at  a  Fidelity  Investor  Center. 
Or  give  us  a  call. 


Don't  forget-it's  not  too  late  to 
make  a  1995  IRA  contribution. 
You  have  until  April  15, 1996. 


1-800-544-0003     24  hours  a  day  http://www.fid-inv.com 


To  join  America  Online:  Call  1-800-706-5577  for  10  free  hours. 

2(1/9502.001 

For  a  retirement  fact  kit  and  more  complete  information  on  any  Fidelity  mutual  fund,  including  charges  and  expenses,  call  for  a  free  prospectus. 
Read  it  carefully  before  you  invest  or  send  money. 

'Average  annual  total  returns  for  the  period  ended  12/31/95  are  historical  and  include  change  in  share  price  and  reinvestment  of  dividends  and  capital  gains.  Also 
reflected  is  the  effect  of  a  3%  sales  charge  for  Blue  Chip  Growth,  Contrafund,  Emerging  Growth,  and  Growth  Company.  Prior  to  January  1,  1996,  Puritan  imposed  a  2% 
sales  charge.  If  this  sales  charge  were  taken  into  account,  total  returns  would  have  been  lower.  Share  prices  and  returns  will  vary.  Life  of  fund  for  Fidelity  Equity-Income 
II  Fund  is  from  8/21/90;  for  Fidelity  Blue  Chip  Growth  Fund  is  from  12/31/87;  for  Fidelity  Contrafund  is  from  5/17/67;  for  Fidelity  Fund  is  from  4/30/30;  for  Fidelity 
Emerging  Growth  Fund  is  from  12/28/90;  for  Fidelity  Growth  Company  Fund  is  from  1/17/83;  and  for  Fidelity  Puritan  Fund  is  from  4/16/47.    -Tliis  offer  applies  to 
certain  Fidelity  retirement  plans  marketed  and  distributed  directly  by  Fidelity.  Fidelity  Magellan"5  Fund,  Fidelity  New  Millennium1"  Fund,  and  Fidelity  Select  Portfolios® 
are  excluded.    Fidelity  Distributors  Corporation.  Fidelity  Brokerage  Services,  Inc.  Member  NYSE,  S1PC. 


We  have  the  systems  that  are  the  solution 
The  Corporate  Line  from  Canon. 


A  company-wide  meeting.  Last  minute  changes.  Fast  turn- 
around is  critical.  So  what's  your  system?  The  Corporate  Line 
of  high-volume  copiers  from  Canon. 

In  today's  fast-paced  business  environment,  you  need  the 
most  advanced  systems  to  simplify  your  operation.  That's  where 
The  Corporate  Line  comes  in.  Our  high  performance  copiers 
and  copier/duplicators  give  you  the  power  and  speed  you  need 
in  a  central  reproduction  environment.  And  yet  they're  so 
user-friendly,  they  can  be  utilized  as  walk-up  copiers.  Plus,  with 
superior  image  quality  and  finishing  capabilities,  you'll  see 
the  impact  our  Corporate  Line  copiers  can  make  on  your 
productivity  -  immediately. 

And  no  matter  which  Corporate  Line  copier  you  choose, 
you  can  expect  the  reliability  and  durability  that  has  made 
Canon  the  industry  leader  for  the  last  1 3  years.  Each  machine 
is  specifically  designed  to  maximize  your  company's 
productivity  and  efficiency. 

So  for  high-volume  document  processing,  there's  no 
debate  -  we  have  the  systems  that  are  the  solution. 
The  Corporate  Line  of  high-volume  copiers.  Just  call 
1  -800-OK-CANON  for  more  information.  Or  visit  us  on  the 
Web  at  http://www.usa.canon.com 


Canon 


tew^^g  Nobody— not  Compaq,  not  Dell,  not  IBM— sells 

M  I*  1^  47k    more  home  computers  than  Beny  Alagem  does. 

IM         Yet  his  Packard  Bell  has  yet  to  make  a  dime. 

computer 
industry's 
mystery  man 


By  Damon  Darlin 

The  LEADERS  OF  THE  American  com- 
puter industry  have  become  national 
heroes — Gordon  Moore,  Andy 
Grove,  David  Packard,  Steve  Jobs, 
Bill  Gates,  Larry  Ellison,  Eckhard 
Pfeiffer,  Michael  Dell.  But  almost  un- 
known is  the  man  whose  private  com- 
pany last  year  manufactured  and  sold 
more  personal  computers  for  the 
home  than  any  of  his  competitors: 
Packard  Bell  Electronics,  Inc.  Presi- 
dent Beny  Alagem. 

No  fame?  That's  fine  with  Alagem. 
In  a  rare  interview  last  month  he  told 
FORBES:  "It's  important  to  talk  about 
the  company,  not  me."  As  he  said  it, 
the  boyish-looking  43-year-old  Israe- 
li-born entrepreneur  self-consciously 
adjusted  the  French  cuffs  on  his  well- 
tailored  shirt. 

Packard  Bell,  headquartered  in  Sac- 
ramento, sold  $3  billion  worth  of 
home  computers  last  year.  It  has  come 
a  long  way  in  a  short  time.  Alagem  and 
two  partners  founded  it  in  1986  with 
a  modest  investment;  if"  Packard  Bell 
were  public,  it  could  be  worth  more 
than  S2  billion  today — ten  years  later. 

In  a  business  full  of  whiz  kids  and 
techies,  Beny  Alagem  is  a  merchant 
pure  and  simple.  Educated  in  Israel 
through  high  school,  he  came  to  the 
U.S.  in  1975.  In  Tel  Avi\  his  father 
manufactured  stoves  and  other  electri- 
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cal  appliances,  and  from  his  father 
Alagem  learned  about  dealing  with 
retailers  and  buying  components.  On 
these  two  pillars  was  Packard  Bell  built. 

But  press  him  further  on  his  back- 
ground and  Alagem  maintains  a  stony 
silence.  What  does  he  do  in  his  spare 
time?  Be  with  my  kids,  he  replies, 
read,  play  a  bit  of  golf  and  do  some 
scuba  diving.  Oh,  yes.  "'And  thinking 
about  the  next  product."  Questioned 
further,  he  simply  clams  up. 

Even  some  of  Alagem's  friends  say 
they  have  learned  not  to  pry  into  his 
personal  history.  Last  May  he  was 
feted  at  Los  Angeles'  Beverly  Hilton 
by  the  American  Committee  for  the 
Tel  Aviv  Foundation.  The  event 
raised  more  than  $1  million,  with  help 
from  Korea's  LG  Electronics,  a  Pack- 
ard Bell  supplier,  and  Circuit  City,  a 
major  customer.  But  when  Forbes 
called  the  committee  to  ask  about  the 
evening,  a  foundation  spokesperson 
slammed  down  the  phone.  When  you 
deal  with  Beny  Alagem,  you  know 
better  than  to  talk  to  the  press.  "He  is  a 
shy  man,"  concedes  Marshall  Gross- 
man, Packard  Bell's  attorney. 

Shy  maybe,  but  tough  as  nails.  Last 
year  archrival  Compaq  Computer 
Corp.  went  to  court  to  accuse  Packard 
Bell  of  reselling  returned  computers 
as  new  .  Compaq  held  press  confer- 


Packard  Bell 
Electronics' 
Beny  Alagem 
About  comput- 
ers, he  talks; 
about  himself, 
he  clams  up. 
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cnces  and  afterward  notified  the  at- 
torneys general  in  2 1  states.  The  accu- 
sations dented  Packard  Bell's  reputa- 
tion and  were  raw  meat  to  trial 
lawyers,  who  squeezed  $23  million 
out  of  Packard  Bell  to  settle  a  class 
action  lawsuit. 

But  Alagem  gave  as  good  as  he  got. 
"Compaq  started  it,  but  we  are  going 
to  finish  it,"  Alagem  told  the  attor- 
ney. Alagem's  investigators  found  ev- 
idence that  Compaq  did  worse 
things — supplying  vendors  with  fresh 
boxes  and  sealing  tape  for  repackag- 
ing returned  machines.  Compaq 
agreed  to  drop  the  case.  Alagem's 
sweet  revenge:  Class  action  lawyers 
are  now  swarming  after  Compaq. 

Alagem  served  as  a  lieutenant  in  the 
Israeli  army  and  then  left  for  the  U.S. 
After  taking  business  classes  at  ob- 
scure California  State  Polytechnic 
University  in  Pomona,  he  linked  up 
with  two  other  Israelis,  Jason  Barzilay 
and  Alex  Sandel.  Under  the  corporate 
name  Cal  Circuit  Abco  they  bought 
and  distributed  electronics  parts. 

By  1984  Alagem  was  34  and  doing 
well,  with  a  comfortable  house  in 
Beverly  Hills,  but  his  ambition  was  by 
no  means  sated.  He  had  the  idea  of 
buying  computer  parts  and  assem- 
bling a  package  for  the  population  of 
mass  merchants  and  appliance  stores. 
But  he  knew  better  than  to  try  to  sell 
Brand  X  computers;  that  might  work 
for  groceries  but  not  for  high -end 
items  like  computers.  They  needed  a 
name.  Teledyne  owned  the  name 
Packard  Bell.  It  had  once  graced  a  line 
of  high-quality  radios,  but  the  busi- 
ness was  defunct.  Still,  it  was  a  name 
with  strong  associations  for  Ameri- 
cans. It  sounded  vaguely  like  Hew- 
lett-Packard, and  another  Packard 
was  once  one  of  America's  most  pres- 
tigious automakers.  Alagem  and  his 
partners  paid  $100,000  for  the  name. 

From  the  start  the  emphasis  was  on 
retailing,  not  on  technology.  Because 
it  bought  components  inexpensively, 
largely  from  Asian  companies,  and 
merely  assembled  them  in  California, 
manufacturing  costs  were  low.  Pack- 
ard Bell  was  able  to  price  its  machines 
aggressively  and  still  offer  retailers 
handsome  margins  and  cooperative 
advertising  support.  It  offered  espe- 
cially liberal  return  policies — which 
were  later  to  become  the  center  of  its 
quarrel  with  Compaq. 


No  major  computer  maker  other 
than  Dell  has  been  as  narrowly  fo- 
cused as  Packard  Bell.  Its  economies 
of  scale  and  its  component  purchasing 
power  are  matchless.  It  made  and 
makes  just  one  product:  desktop 
computers  for  the  home  market.  It 
has  sold  almost  nothing  to  business 
and  makes  neither  laptops  nor  servers. 

When  it  comes  to  skimping  on 
capital  spending,  nobody  beats  Beny 
Alagem.  His  lieutenants  cleverly  ne- 
gotiated with  the  city  of  Sacramento 
for  360  acres  of  a  former  U.S.  Army 
depot  at  rock-bottom  prices.  On  top 
of  that,  Packard  Bell  gets  tax  breaks 
and  got  a  10%-interest  loan  from  Sac- 
ramento for  $26  million,  most  of 
which  was  used  to  modernize  2.5 

"Compaq  started  it, 
but  we  are  going 
to  finish  it,"  Alagem 
told  his  attorney. 

million  square  feet  of  manufacturing 
space  that  once  belonged  to  the  city. 
Packard  Bell  has,  in  addition,  an  op- 
tion to  buy  the  entire  plant  for  around 
$7  million  while  renting  it  for  $1  a 
year.  "We  have  a  heck  of  a  deal  here," 
boasts  Roger  Mitri,  Packard  Bell's 
vice  president  for  manufacturing,  as 
he  walks  between  robotic  testing 
equipment  and  miles  of  newly  in- 
stalled conveyor  belts.  What's  in  it  for 
Sacramento?  More  than  4,000  jobs. 

But  here's  Packard  Bell's  real 
edge — and  its  biggest  weakness:  It 
operates  on  a  laser-thin  profit  margin. 
Analysts  at  International  Data  Corp. 
calculate  Packard  Bell  has  made  only 
$45  million  in  net  profits  over  the  past 
ten  years.  Assuming  revenues  of  $20 
billion  over  that  period,  that's  a  2% 
profit.  When  cash  was  short,  Alagem 
kept  the  company  afloat  with  cash 
infusions  from  his  other  companies, 
such  as  Cal-Abco,  or  with  personal 
loans.  "They  walked  the  fine  line 
between  a  growing  successful  con- 
cern and  a  bankruptcy,"  says  Scott 
Miller,  an  analyst  with  Dataquest. 
"Yet  they  always  pull  out  of  their 
tailspins." 

But  what's  the  big  idea?  Why  build 
a  giant  business  if  it  isn't  profitable? 
The  answer  in  two  phrases:  market 
share   and   installed   base.  Alagem 
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comes  from  a  school  of  thought  thai 
figures  if  you  can  build  a  hig  enough 
business,  profits  will  in  the  end  take 
care  of  themselves. 

Dumb?  It  appears  not.  Alagem 
knew  he  would  eventually  need  out- 
side capital,  but  he  wanted  it  on  his 
terms,  not  on  a  venture  capitalist's 
terms.  In  1992  he  was  preparing  to 
sell  an  initial  29%  of  the  company  to 
the  public  for  around  $75  million; 
that  would  have  valued  the  whole 
company  at  just  short  of  $260  million. 
But  analysts'  concern  over  its  high 
rate  of  returns  scuttled  the  offering. 
By  waiting  a  year — meanwhile  build- 
ing revenues  and  market  share — Ala- 
gem  w  as  able  to  sell  20%  of  the  com 
panv  to  Paris-based  Groupe  Bull  for 
$75  million — a  much  better  deal  for 
Alagem  and  for  Packard  Bell. 

Tapping  the  private  market  again  in 
1994,  Alagem  sold  20%  to  Japan's 
mighty  NEC  for  $170  million.  Packard 
Bell  posted  a  loss  for  1995 — but  that 
didn't  discourage  his  outside  inves- 
tors. (The  company  did  not  confirm 
or  deny  the  loss.)  Last  month,  in  a 
separate  transaction,  Alagem  sold  NEC 
and  Bull  preferred  stock,  convertible 
into  another  26%  of  the  company. 
This  time  Packard  Bell  received  $650 
million  in  fresh  cash,  bringing  to  near- 
ly $900  million  the  capital  Alagem 
had  raised  in  just  three  years. 

If  Ntx:  and  Bull  convert  their  con- 
vertible preferred  shares,  they  will  own 
two-thirds  of  the  company.  That 
would  give  them  potential  control,  but 
split  equally  between  the  French  and 
the  Japanese  company.  It  would  leave 
Alagem  and  his  partners  with  a  third. 

Let's  review  the  figures  Based  on 
the  NEC/Bull  investments,  the  com- 
pany is  valued  at  around  $2  billion. 
Which  means  that  Alagem  and  part- 
ners still  own  shares  worth  over  $600 
million  and  still  run  the  business. 

Rather  clever  when  you  think 
about  it:  By  postponing  capital  rais- 
ing— and  the  inevitable  dilution — 
until  late  in  the  game,  Alagem  re- 
tained a  much  bigger  stake  than  if  he 
had  had  to  tap  the  public  markets 
early  on.  How  many  entrepreneurs 
build  a  major  business  without  giving 
most  of  the  equity  to  outside  inves- 
tors? Beny  Alagem  is  one  of  the  few  . 
"Such  an  investment  would  not  come 
to  pass  if  w  e  w  ere  too  concerned  with 
the  profits,"  he  says,  smiling.  ■ 


Why  did  Pamela  McConathy  Goodman, 
one  of  the  Limited's  rising  stars,  suddenly 
leave  her  $l-million-a-year  job  at  the  company? 
Is  Leslie  Wexner  trying  to  cover  up  a  scandal? 

A  thin  coat 
of  whitewash? 


By  Thomas  Jaffe  with  Esther  Wachs  Book 

When  Pamela  McConathy  and 
Barry  Goodman  got  married  last 
April,  they  made  a  real  Seventh  Ave- 
nue power  couple.  Earning  an  esti- 
mated SI  million  a  year,  the  petite 
brunette  McConathy,  40,  was  a  rising 
star  at  the  Limited,  Inc.,  the  nation's 
largest  specialty  apparel  retailer,  pro- 
tege to  Vice  Chairman  Michael  Weiss. 

Her  new  spouse,  Goodman,  54,  is 
the  president  of  New  York's  Channel 
Textile,  perhaps  the  number  one  do- 
mestic supplier  of  fabric  to  the  Limit- 
ed, which  uses  about  $800  million 
worth  of  fabric  annually  to  fuel  its 
nearly  $8  billion  in  revenues.  Good- 


ABOVE: 

Barry  Goodman, 
fabric  supplier 
to  the  Limited 

LEFT: 

Pamela 
McConathy 
Goodman,  former 
boss  of  Lerner 
An  intimate 
wedding  for  a 
Seventh  Avenue 
power  couple, 
then  an  investiga- 
tion of  conflicts 
of  interest. 
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man  probably  furnishes  up  to  10%  of 
the  Limited's  fabrics.  A  small,  rather 
secretive  man,  this  native  New  Yorker 
is  barelv  known  outside  the  garment 
district,  but  by  Forbes1  reckoning 
he's  worth  at  least  $60  million. 

The  wedding  celebration  was  an 
intimate  affair,  held  at  the  elegant 
Manhattan  restaurant  Primavera. 

After  that  it  was  all  downhill  for  the 
glittering  couple.  In  July  the  Limited 
began  an  internal  inquiry  into  allega- 
tions it  says  were  made  by  a  short- 
seller  about  the  Goodmans,  which 
claimed  conflicts  of  interest  in  the 
couple's  dealings  with  each  other. 
The  company  considered  the  charges 
serious  enough  that  by  August  it  had 
hired  high-powered  New  York  crimi- 
nal lawyer  Stanley  Arkin  to  launch  an 
outside  investigation.  Six  months  lat- 
er Pamela  McConathy  Goodman  was 
gone  from  her  job. 

On  Jan.  1 1  Leslie  Wexner,  the  Lim- 
ited's chairman,  announced  that  she 
had  resigned  as  president  of  its  $1 
billion  (sales)  Lerner  New  York  divi- 
sion. Her  departure,  said  Wexner, 
followed  "the  completion  of  an  inde- 
pendent review,  under  the  company's 
code  of  business  conduct,  of  certain 
conflict-of-interest  issues"  arising 
from  her  marriage  to  Goodman. 
Wexner  added  that  no  misconduct  or 
adverse  impact  on  the  business  result- 
ing from  the  relationship  had  been 
discovered  and  that  the  Limited 
planned  to  keep  on  doing  business 
with  Goodman's  firm. 

But  Leslie  Wexner  wasn't  telling 
the  whole  story.  When  Forbes  asked 
the  Limited  for  an  explanation  of 
McConathy  Goodman's  departure, 
Samuel  Fried,  its  general  counsel,  said 
the  company  had  offered  to  let  her 
stay  on  the  job.  Seems  an  arrange- 
ment could  have  been  worked  out  to 
avoid  the  appearance  of  conflict  by 
assigning  someone  to  monitor  her 
dealings  with  her  husband.  The 
Goodmans,  says  Fried,  declined. 

But  it  still  didn't  make  sense. 
McConathy  Goodman  leave  a  com- 
pany where  she  had  been  a  rising  star? 
Why  would  she  if  lawyer  Arkin  had 
found  nothing  wrong?  "You  should 
not  necessarily  relate  the  two,"  he 
replied. 

Begging  your  pardon,  Mr.  Arkin. 
We  do  think  there  is  a  bigger  scandal 
here. 


The  Limited  Chairman  Leslie  Wexner 
How  much  does  he  know? 


Let's  look  at  the  facts.  The  Limited 
has  done  business  with  Barn'  Good- 
man's Channel  for  years,  but  has  been 
a  big  buyer  from  him  only  since  the 
early  Nineties.  The  volume  of  the 
business  first  picked  up  sharply  at 
Express,  the  Limited's  largest  divi- 
sion, when  it  was  being  run  by  now 
Vice  Chairman  Michael  Weiss,  and 
Pamela  McConathy  was  his  general 
merchandising  manager.  Goodman 
was  no  stranger  to  Weiss,  55.  Weiss,  in 
fact,  is  a  friend  who  occupies  a  Man- 
hattan apartment  on  the  same  floor  as 
Goodman  in  the  same  Fifth  Avenue 
building. 

By  1993  Goodman  and  his  future 
wife  had  begun  dating,  the  same  year 
she  was  promoted  to  head  of  Express 
and  Weiss  was  appointed  vice  chair- 
man of  the  entire  company.  Five  divi- 
sions now  reported  to  him,  including 
Express. 

McConathy  and  Goodman  were 
talking  marriage  in  1994.  For  her  it 


would  mean  leaving  headquarters  in 
Columbus,  Ohio  and  moving  to  New 
York,  where  he  lived.  The  Limited, 
not  wanting  to  lose  one  of  its  top 
merchants,  had  a  solution.  That's 
where  Lerner  New  York,  also  under 
Weiss'  supervision,  is  headquartered, 
and  that's  where  she  went  in  early 
1995  to  be  the  new  boss.  McConathy 
Goodman  was  charged  with  reviving 
a  sick  division  whose  profits  had  fallen 
by  more  than  50%  since  1992.  But  less 
than  a  year  later  she  was  out. 

Former  Limited  executives  we 
spoke  to  are  flabbergasted.  "In  less 
than  a  year's  time  she's  gone  from 
Lerner  because  of  a  vendor  source  she 
also  used  at  Express?"  queries  one. 
"That  [source]  was  acceptable  then; 
now  it's  not?  That  does  not  make 
sense." 

There  are  some  other  decisions  that 
don't  make  sense.  Last  fall,  for  in- 
stance, F,xpress,  which,  remember, 
reports  to  Michael  Weiss,  passed  up 


Partner 
and  pal 


This  is  not  the  first  time 
strange  odors  have  wafted 
out  of  the  Limited.  In 
June  1987  then  vice  chair- 
man Robert  Morosky, 
whom  Leslie  Wexner  often 
called  his  "partner,"  re- 
signed unexpectedly. 

There  were  rumors 
about  Morosky's  associa- 
tion with  the  boss  of  a 
trucking  outfit  that  did  a 
lot  of  shipping  for  the 
company.  The  trucker  was 


being  investigated  in 
several  cities  for  alleged 
payoffs  and  anticompet- 
itive practices.  Turned  out 
that  the  trucker  and 
Morosky  were  friends 
and  neighbors  in  Key 
Largo,  Fla. 

The  embarrassed  com- 
pany clammed  up  and  the 
story  died.  Contacted  to- 
day, Morosky,  now  retired, 
declined  comment. 

-T.J.  with  E.W.B.  WM 
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Garmentality 


Barry  Goodman,  one  of 
the  Limited's  top  fabric 
suppliers,  is  a  hell  of  a 
salesman.  "If  you  put  guys 
in  a  room  to  sell,"  says  a 
former  associate,  "my 
money's  on  Barn'.  He  can 
charm  the  pants  off  you." 

Goodman  is  a  sharp 
dresser,  opera  buff  and 
gourmet  chef,  smart, 
smooth,  soft  spoken.  He 
lives  in  a  Manhattan 
apartment  filled  with  art 
and  Owns  a  home  worth 
over  SI  million  in  an  exclu- 
sive section  of  Pompano 
Beach,  Fla. 

In  the  rag  trade,  Barn- 
Goodman  is  w  hat's  known 
as  a  fabric  converter.  His 
business  is  developing  fab- 
rics, w  hich  he  puts  out  to 
contractors.  These  may 
have  a  specific  construc- 
tion or  weight,  as  w  ell  as  a 
certain  hand — how  a 
cloth  feels. 

Getting  just  the  right 
fabric  to  meet  current  fad 
and  fashion  is  what  the 
game  is  about.  A  sample 
can  cost  a  converter 
$10,000  or  $20,000  and 
take  three  or  four 
months.  But  it's  peanuts  if 
you  score  a  big  order  to 


supply  a  program  tor  t  he 
Limited. 

As  a  rule  of  thumb,  the 
Converter  earns  gross  mar- 
gins that  range  between 
15%  and  25%,  depending 
on  the  size  of  a  program 
and  the  kind  of  fabric.  Thus 
on  a  1  -million-yard  or- 
der, routine  stuff  at  the 
Limited,  a  converter  can 
net  $850,000. 

Gonverters  get  their 
fabrics  woven  at  specialized 
textile  mills  in  the  Caroli- 
nas  called  gray  mills.  Those 
uncolored  piece  goods — 
called  greige  goods — are 
shipped  to  other  plants  to 
be  dyed  and  finished.  A 
converter  often  gambles 
by  taking  a  position  in  the 
greige  goods  so  that 
when  orders  come,  he  can 
fill  them  out  of  inventory. 
"It  means  buying  greige 
goods  today  for  what  I 
think  I  can  sell  in  May,  June 
or  July,"  says  an  industry 
veteran.  "I  guess  wrong, 
I'm  hung."  Guess  right 
and  he  can  do  even  better 
than  the  usual  15%  to 
25%  margins. 

Goodman's  company, 
Channel  Textile,  is  private, 
so  it's  hard  getting  a  line 
on  Goodman's  sales.  Also, 
he  has  a  couple  of  opera- 
tions besides  fabric  conver- 
sion. But  FORBES  esti- 


mates he  grosses  anywhere 
from  $70  million  a  year  to 
double  that.  At  the  low  tig 
ure  and  at  minimum  mar- 
gins, that  means  he  has  an 
operating  profit  of  $10 
million  a  year,  but  it's  prob- 
ably more. 

How  much  volume 
from  the  Limited?  Probably 
in  the  neighborhood  of 
$200  million  over  the  past 
four  years. 

Goodman  wouldn't 
talk  to  FORBES,  but  the  gar- 
ment trade  is  a  gossipy 
place  and  everybody  know  s 
everybody  else's  business. 
Just  by  asking  and  filtering 
out  exaggeration,  we 
learned  a  lot  about  Good- 
man's secretive  business. 
Here's  what  we  found: 

Limited  Chairman 
Leslie  We.xner  has  always 
complained  that  Ameri- 
can suppliers  weren't  fast 
enough  on  their  feet  in 
providing  him  with  the 
quantities  he  w  anted, 
when  he  wanted  them. 
That's  where  a  smart  con- 
verter can  be  helpful.  Espe- 
cially one  with  the  re- 
sources and  the  nerve  to 
tackle  more  highly  styled 
fabric  and  have  a  position  of 
his  own  in  the  cloth. 

"$uccess  is  being 
fashion-right  in  the  short- 
est amount  of  lead 


time,"  explains  Gabriel 
Zeitouni,  president  of  $40 
million  ( sales  |  Rocky 
Apparel- A. C.  Designs,  a 
jeansmaker  49%-owned 
by  the  Limited.  Zeitouni, 
another  supplier  to  the 
Limited,  says:  "To  really 
succeed  with  the  Limit- 
ed, you  almost  have  to  be 
built  around  them.  You 
become  a  contractor  for 
them,  as  opposed  to  a 
market  supplier." 

That  is  Goodman's 
strength:  The  Limited 
needs  something  fast, 
Goodman  gets  it — fast. 
The  merchants,  freed  of 
worn'  about  getting 
enough  material,  can 
concentrate  on  sensing  the 
market  and  supplying  it. 

Goodman  was  invited 
to  Columbus,  Ohio  in  the 
early  Nineties  to  pitch 
Express.  Once  Goodman 
had  his  foot  in  the  door  at 
Express,  he  had  it  made. 
Executives  in  other  Lim- 
ited divisions  say  they  w  ere 
later  strongly  urged  to 
shop  Channel. 

Apparently  Goodman 
worked  both  sides  of  the 
street.  He  seems  to  have 
hinted  to  garment  manu- 
facturers that  they  would 
have  a  better  chance  at  get- 
ting business  from  the 
Limited  if  thev  used  his  tab- 


saving  itself  a  nice  piece  of  change  on  a 
tat  order  in  favor  of  doing  business 
with  Channel. 

The  buy  was  for  1  million  yards  of 
rayon/wool  crepe.  Goodman  was  to 
provide  it  at  around  $5.25  a  yard. 
Then  Express  learned  the  same  fabric 
was  available  at  the  same  price  from 
another  supplier.  Plus  it  could  deliver 
the  goods  as  fast  as  Goodman  could. 
Express  passed.  Then  supplier  num- 
ber two  offered  to  come  down  50 
cents  a  yard.  Now  Express  had  the 
leverage  to  knock  50  cents  off  the 
Goodman  order.  Splitting  the  order 
that  way  would  have  cut  the  bill  by 
$500,000. 


Who  got  the  business?  Goodman, 
at  the  original  price. 

Kenneth  Gilman,  the  Limited's 
chief  financial  officer  and  co-vice 
chairman,  says  he  doesn't  mind  pass- 
ing up  the  chance  to  save  money  on 
fabric  if  the  company  can  make  it  up 
on  the  selling  floor.  Gilman  has  a 
point.  But  when  margins  are  under 
pressure,  as  they  are  at  the  Limited, 
maybe  he  could  stand  to  sharpen  his 
pencil  a  bit. 

Last  year,  Express  w  as  running  an- 
other big  garment  program  using 
Channel  piece  goods  called  mystery 
crepe.  Goodman  has  supplied  mil- 
lions of  yards  of  the  stuff  to  Express  in 


recent  years  at  prices  of  $5  a  yard  or 
more.  Industry  veterans  who  saw  the 
goods  last  year  when  they  were  being 
cut  by  garment  makers  called  them 
"some  of  the  worst  fabric  I've  seen  in 
my  life"  and  "crap." 

The  problems  included  multiple- 
shade  variations  within  individual 
rolls  and  crocking — when  the  dye 
comes  off.  Here's  how  someone  de- 
scribed the  hands  of  workers  in  a 
Chinatown  sweatshop  where  some 
red  mystery  crepe  was  sent  to  be 
pressed:  "They  looked  like  they'd  all 
been  eating  pistachio  nuts." 

FORBES  has  learned  that  quality 
control  people  at  Express,  checking 
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Fabric  on  the  move 
Nobody  wants  to  get  hung 
with  the  goods. 


rics.  Plus,  Goodman  has, 
at  the  very  least,  close  tics 
with  one  manufacturer 
making  clothes  for  the  Lim- 
ited because  two  of  his 
executives  also  have  been 
affiliated  with  that  firm. 

When  a  retailer  like  the 
Limited  uses  domestic  gar- 
ment manufacturers  for 
big  private-label  garment 
programs,  fabric  is 
bought  one  of  three  ways: 

The  garment  manufac- 


turer— in  the  trade  he's 
know  n  as  a  cutter — pays 
for  the  piece  goods,  makes 
the  clothes  and  bills  the 
Limited  for  labor — called 
CMT,  for  cut,  make  and 
trim — plus  as  much  as  a 
30%  markup  on  the  fab- 
ric. That's  a  package. 

Or  the  Limited  indi- 
rectly buys  the  fabric  if  a 
cutter  can't  pay  for  it, 
putting  up  a  letter  of  credit 
so  that  the  goods  can  be 
purchased. 

How  this  second  way 
gets  messy  is  if  a  retailer 
holds  or  cancels  an  order. 


Then  w  ho  owns  the  uncut 
fabric  or  picks  up  the  tab 
for  w  arehousing  it?  The  re- 
tailer may  pressure  the 
cutter  to  eat  part  of  the 
cost,  so  the  poor  cutter 
loses  twice,  once  on  the  or- 
der and  once  on  the  fab 
ric.  It's  said  in  the  trade  that 
Wexner  has  buried  more 
manufacturers  than  Carter 
has  liver  pills. 

Then  there's  the  third 
way — and  this  is  the  way 
Barry  Goodman  likes  to 
operate.  In  this  setup  the 
Limited  guarantees  the 
fabric  order,  taking  the 
converter  off  the  hook. 

Several  fabric  convert- 
ers told  FORBES  off  the  rec- 
ord that  they're  reluctant 
to  pitch  the  Limited  for  fear 
it  will  pass  samples  on  to 
Goodman,  w  ho  will  then 
fill  the  bulk  of  the  order, 
and  they'll  wind  up  with  lit- 
tle or  no  business  in  the 
goods. 

In  one  case.  Express 
found  an  Italian  fabric  it 
liked.  It  paid  a  couple  of 
minor  mills  in  Italy  to 
knock  off  small  amounts, 
sourced  100,000  yards 
from  there,  and  Good- 
man w  alked  awav  with  a 
650,000-yard  order. 

But  doing  business 
with  Goodman  can  have  its 
downside. 


Last  summer  Kenneth 
Gilman,  the  Limited's  chief 
financial  officer,  admitted 
that  the  company  was  "un- 
usually heavy"  in  piece 
goods.  He  w  as  worried  at 
the  time  about  taking 
fabric  that  it  w  as  going  to 
get  stuck  w  ith. 

Today  Gilman  also  ac- 
knowledges that  the  Limit 
ed  isn't  skilled  at  manag- 
ing piece  goods  and  doesn't 
even  know  where  they  are 
w  arehoused.  He  considers 
the  company's  ownership 
of  fabric  a  stupid  business 
practice. 

No  wonder  Gilman 
can't  stand  owning  piece 
goods.  Last  fall  the  Ex- 
press division  closed  out 
roughly  3  million  yards  of 
fabric,  much  of  w  hich  was 
supplied  by  none  other 
than  Barn'  Goodman.  Gil- 
man says  that  the  fabric 
w  ent  for  an  average  25 
cents  on  the  dollar.  Esti- 
mates are  that  the  Limited 
has  eaten  $15  million  in 
markdowns. 

The  Limited's  general 
counsel  dismisses  Barn' 
Goodman's  Channel 
Textile  as  a  "pimple"  in 
terms  of  its  worldwide 
sourcing.  The  metaphor  is 
as  inelegant  as  it  is 
misleading. 

-T.J.  with  E.VV.B.  09 


hundreds  of  thousands  of  garments 
made  from  mystery  crepe  last  year, 
complained  that  there  had  been  prob- 
lems with  the  fabric  for  several  years 
and  complained  about  other  fabrics 
from  Goodman.  In  fact,  another  of 
the  company's  divisions,  Limited 
Stores,  had  cut  back  on  sourcing  from 
Goodman  in  early  1995  because  of 
problems  with  his  goods. 

Forbes  agrees  with  one  source  in- 
side the  Limited  that  shipping  poor- 
quality  garments  cannot  be  making 
the  company's  profits  higher  because 
they  don't  have  the  best  chance  of 
selling.  It  makes  customers  shop  else- 
where, hitting  at  the  very  foundation 


of  what  retailing  is  all  about. 

But  even  while  one  division  was 
cutting  Barry  Goodman  back,  his  new 
w  ife's  division  was  apparently  giving 
him  big  orders  for  the  first  time. 

In  August  McConathy  Goodman 
fired  her  division's  chief  financial  offi- 
cer, Joel  Silverman,  a  13-year  veteran 
of  the  Limited.  No  official  reason  was 
given,  but  they  reportedly  disagreed 
over  Lerner's  piece  goods  policy. 

McConathy  Goodman  and  her 
husband  argued  that  Lerner  could  cut 
its  costs  on  garment  programs  by 
buying  the  fabric  directly  from  Chan- 
nel. Silverman  didn't  like  this  policy, 
as  it  transferred  too  much  inventory 


risk  to  the  company. 

At  any  rate,  less  than  a  month  after 
McConathy  Goodman  was  eased  out, 
Joel  Silverman  w  as  back  in  his  old  job 
as  Lerner's  chief  financial  officer. 
Needless  to  say,  he  isn't  talking. 

The  Goodman  affair  puts  the  Lim- 
ited in  a  terrible  light.  The  retailing 
business  in  the  U.S.  is  weak,  and 
Leslie  Wexner  has  been  doing  cart- 
wheels to  try  to  persuade  investors 
that  he  still  runs  a  splendid  company. 
Will  Pamela  McConathy  Goodman's 
resignation  help?  We  don't  know,  but 
we  think  Wexner  only  fuels  suspicions 
by  applying  such  a  thin  coat  of  white- 
wash to  the  affair.  HM 
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Wonder  why  your  income  goes  up,  but  your  standard 
of  living  doesn't  seem  to?  Read' this  and  learn  why. 

Treadmill 


$100,813 


By  Peter  Brimelow 

Tax  TIME  AGAIN!  To  celebrate  the  Apr.  15  federal 
income  tax  filing  deadline,  FORBES  charts  Washington's 
grab  at  the  income  of  a  four-person  family  earning 
$95,440 — twice  the  median  rate,  the  Treasury 
benchmark  series  closest  to  FORBES  readers. 

Is  this  affluent  family  better  off  than  four  years 
ago?  No — its  income  has  stagnated,  both  before 
and  after  tax. 

Even  more  striking,  this  family  is  worse  off 
than  eight  years  ago,  at  the  end  of  the  second 
Reagan  Administration. 

Indeed,  thanks  to  a  rising  tax  burden,  this 
family  is  marginally  worse  off  after  taxes  than 
it  w  as  24  years  ago. 

Of  course,  this  family's  noncash  compen 
sation  has  increased,  roughly  doubling  as  a 
proportion  of  cash  income  since  1955,  to 
an  average  of  about  40%. 

But  note  that  some  of  this  noncash 
"compensation"  is  really  taxes.  More 
than  a  fifth  is  the  employer's  contribu 
tion  to  Social  Security  and  Medi- 
care, up  fourfold  since   1955 — 
"compensation"  that  may  or  may 
not  ever  benefit  you. 

If  you're  working  harder  but 
feel  you  have  little  to  shoyy  for 
it,  now  you  know  why.  ■ 
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Research:  Edwin  S.  Rubenstein, 
Right  Data  Associates. 


Aftertax  income  stagnates, 
well  below  peaks  in 
early  Seventies  and  late  Eighties 


Are  you 
better  off? 

Upper-income 
families  have 
seen  their  real 
earnings  stall — 
and  noncash 
compensation 
may  not  be  a 
complete 
substitute. 


6,055  JT: 


Inflation-adjusted  aftertax  income 

(family  of  four,  twice  median  level) 
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Increased  government 
grab  roughly  doubles 
gap  between  pretax 
and  aftertax  income 


Source:  Treasury  Department 
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The  Only  Place  You'll  See  Poking"  In  This  Automobile 

Is  In  The  Rearview  Mirror. 


'HERE  IS  AN  ASSUMPTION  that  3  luXUHOUS  automobile 

must  also  be  a  boring  one.  To  disprove  this  notion,  we're  intro- 
ducing an  exciting  new  flagship,  the  Acura  3.5RL. 

Naturally,  its  extraordinarily  quiet  interior  is  appointed 
with  an  Acura/Bose®  8-speaker  CD  system,*  Automatic  Climate 


This  power,  however,  does  not  come  at  the  expense  of  a 
smooth  ride.  Thanks  to  a  4 -wheel,  double-wishbone,  geometri- 
cally enhanced  suspension,  and  the  longest  wheelbase  in  its  class, 
the  RL  has  the  ability  to  tame  corners  and  smooth  the  road. 

There  are  hundreds  of  other  details  that  make  the  RL 


wm 


Control  System,  burled  wood*  and  astonishingly  soft  leather. 

But  never  before  has  luxury  found  such  an  exhilarating 
outlet.  Its  3.5-liter  V-6  engine  churns  out  210  horsepower  and 
the  most  torque  in  its  class.  That  means,  unlike  many  luxury 
cars,  the  RL  delivers  its  power  immediately  upon  request. 


extraordinary.  Among  them,  hydraulic  engine  mounts  and 
energy-absorbing  seat  springs  to  reduce  vibration.  And  one 
more  we'd  like  to  mention:  a  holder  for  your  sunglasses.  It's 
above  the  rearview  mirror.  The  one  you'll  glance  into  as  you  put 
a  comfortable  distance  between  you  and  a  humdrum  existence. 


Careful, 
The  Edges  Are  Sharp. 


•  145-horsepower,  2.2-uter,VTEC  engine 
♦  Dual  air  bags  standard 
♦  Anti-Lock  Braking  System  (ABS) 
1  Six-speaker,  AM/FM  stereo  with  in-dash  CD  player 
♦  Keyless  entry  system 
'  Power  driver's  seat 
♦  Leather-appointed  interior' 


'hen  the  engineers  at  Acura  were  told  to  design 
something  "cutting  edge,"  they  took  the  words  quite  literally. 

The  result  may  very  well  be  the  most  exciting  luxury 
sports  coupe  to  date.  The  new  Acura  2.2CL. 

Consider  its  sweeping  profile,  its  aggressive  stance, 


its  racing  heritage.  The  4-wheel  double-wishbone  suspension 
on  impressive  16-inch  alloy  wheels  and  tires  delivers  a  smooth 
ride  while  holding  the  road  like  a  loved  one. 

In  the  roomy  yet  intimate  cabin,  you'll  find  the  look 
of  rich  wood  trim,  an  Automatic  Climate  Control  System,  a 


the  subtle  crease  that  bisects  this  car  from  the  grille  to  its 
sculpted  trunk  -  which,  thanks  to  a  unique  security  system,  is 
not  marred  by  so  much  as  a  keyhole.  But  naturally,  the  beauty 
of  the  Acura  CL  goes  far  deeper  than  its  striking  body. 

A  responsive,  2.2-liter  VTEC  engine  belts  out  a  tribute  to 


power  moonroof  and  a  six-speaker  CD  sound  system. 

Designed,  engineered  and  built  in  America,  the  Acura  CL 
manages  to  be  something  that  is  increasingly  rare  in  the  field 
of  luxury  sports  coupes:  an  automobile  that  does  not  just  cut 
through  the  wind,  it  cuts  through  the  clutter. 


ForThose  Whq  ' 
Given  The  Choice  Between  Luxury  And  Performance, 

Would  Choose  Both. 


'he  entire  Acura  line  stands  as  proof  that  an  automobile 
can  successfully  combine  the  comfort  of  luxury  with  the 
enjoyment  of  driving.  Plus,  each  Acura  is  backed  by  our  Total 
Luxury  Care™  program-a  comprehensive  collection  of  roadside 
assistance  and  related  privileges,  such  as  concierge  services. 


This,  combined  with  inherent  reliability  and  quality,  may 
help  explain  why  Acura,  for  each  of  the  last  nine  years,  has  been 
the  best-selling  luxury  import  in  America. 

If  you  haven't  driven  an  Acura,  we  suggest  you  do  so  soon. 
Which  one?  Now,  there's  a  tough  decision. 


The  New  Family  Of  Acura  Automobiles. 


Acura  3.5RL 


The  Acura  3.5RL,  our  elegant,  new  top-of-the-line  flagship,  proves  that  luxury  doesn't  have  to  be  boring.  With 
its  3.5-liter,  210-horsepower  engine,  the  RL  is  responsive  and  smooth,  with  all  the  features  of  a  true  world-class 
luxury  sedan:  Automatic  Climate  Control  System,  power  moonroof,  Traction  Control  System  (TCS),*  heated 
leather  seats*  with  two-position  memory,  rich  wood  trim*  and  a  powerful  8-speaker  audio  system  with 
CD  changer."  The  3.5RL  priced  from  $41,000? 


Acura  TL  Scries 


Acura  2.2CL 


Acura  Integra 


Acura  NSX-T 


The  TL  Series  is  the  embodiment  of  touring  luxury.  The  3.2TL  sports  luxury  sedan  comes  with  a  3.2-liter, 
200-horsepower  V-6.  The  2.5TL  sedan  is  powered  by  a  2.5-liter,  176-horsepower,  inline  five-cylinder  engine. 
Both  come  with  leather-appointed*  interior,  power  moonroof*  and  the  look  of  rich  wood,  in  addition  to  ABS, 
Automatic  Climate  Control  System,  8-speaker  CD  sound  system  and  8-way  power  driver's  seat.  The  2.5TL 
priced  from  $28,450.+  The  3.2TL  priced  from  $32,950.+ 


A  new  member  to  the  Acura  family,  the  Acura  2.2CL  luxury  sports  coupe  is  the  first  Acura  to  be  designed, 
engineered  and  manufactured  in  America.  It  comes  standard  with  a  2.2-liter,  145-horsepower,  VTEC  engine, 
Automatic  Climate  Control  System,  power  windows  and  door  locks,  a  keyless  entry  system  with  integrated 
theft-deterrent  system,  a  6-way  power  driver's  seat,  a  power  glass  moonroof  and  an  in-dash  CD  audio 
system.  The  2.2CL  priced  from  $22,110.t 


The  Integra  experience  can  be  summed  up  in  one  word:  fun.  Perhaps  that's  why  the  entire  Integra  line  made 
this  year's  Car  and  Driver's  "Ten  Best"  list!*  Available  as  either  a  Sports  Coupe  or  a  Sports  Sedan,  each  offers 
an  astonishing  array  of  trim  levels.  But  all  models  feature  power  windows,  AM/FM  stereo/cassette  audio 
system,  dual  air  bags,  low-profile  projector  headlights,  independent  4 -wheel  double-wishbone  suspension  and 
4-wheel  disc  brakes.  The  Integra  RS  Sports  Coupe  priced  from  $16,100? 


Heralded  in  automotive  circles  as  the  best  sports  car  ever  made,  the  NSX  is  our  most  exotic  offering.  It  features 
a  lightweight  aluminum  construction,  a  racing-inspired  double-wishbone  suspension  and  a  270-horsepower, 
24-valve,  3.0  liter,  VTEC  engine.  But  performance  is  never  at  the  expense  of  comfort. The  NSX  and  NSX-T  (with 
open  top)  both  offer  a  leather-appointed  cabin,  Automatic  Climate  Control  System,  an  Acura/Bose®  sound 
system  and  power  everything.  The  NSX  priced  from  $79,500.+  NSX-T  priced  from  $83,500: 


Acura  SLX 


The  Acura  SLX  is  a  rugged  4-wheel-drive,  sport  luxury  vehicle,  with  all  the  refinement  of  an  Acura.  It's  the 
most  civilized  way  to  leave  civilization.  The  SLX  offers  true  sport-utility  features,  like  engine  power  and  high- 
riding  visibility.  But  it  also  offers  such  luxury  amenities  as  power  windows  and  door  locks,  retractable  power 
side  mirrors,  sh  if  t-  o  n  -  the -fly  four-wheel  drive,  dual  air  bags,  ABS,  an  Acura  Music  System,  heated  leather  seats* 
wood-grained  trim*  and  a  huge  safari-sized  power  moonroof*  The  SLX  priced  from  $33,900.+ 


For  More  Information,  Call  1-800 -TO -ACURA 

'Standard  on  models  with  Premium  Package  '■  ISRP  excluding  destination  charges,  tax,  license,  title  and  options.  Dealer  price  may  vary.  tStandard  on  3.2TL  base  model  and  models  with 
Premium  Package.  "Car  and  Driver,  ]am  .    '    4rura  Division  of  American  Honda  Motor  Co.,  Inc.  Acura,  NSX,  RL,  SLX,  TL,  CL  and  Integra  are  trademarks  of  Honda  Motor 

Co.,  Ltd.  VTEC  is  a  trademark  of  Honda  Mob  ury  Care™  is  a  trademark  of  Acura.  Bose®  is  a  registered  trademark  of  Bose  Corporation.  Covered  hy  patent  rights  issued 

and/or  pending.  Dolby*-  is  a  registered  tradema  ,  <  •rate    ?.  Dynamic  Noise  Reduction9  is  a  registered  trademark  of  National  Semiconductor  Corporation.  Please  Tread  Lightly!  ™ 

on  public  and  private  land.  Make  an  intelligent  ..  I'-uckle  u:    •  ited  m  U.S.A.  2/96. 


A  decade  ago  mall  pioneer  Matthew  Bucksbaum 
called  it  quits  and  sold  his  shopping  center  empire. 
Now  he's  back  and  buying  malls  like  crazy. 

"Oversupply  opens 
opportunities" 


By  Marcia  Berss 

Brothers  Martin  and 
Matthew  Bucksbaum  of 
Des  Moines,  Iowa  built 
their  first  shopping  center 
in  1956,  when  malls  were 
still  a  relative  novelty.  As 
America  was  mailed  in  the 
Sixties,  Seventies  and 
Eighties,  the  Bucksbaums 
amassed  a  $100  million- 
plus  fortune  by  developing, 
owning  and  managing 
malls.  They  liquidated  their 
publicly  traded  real  estate 
investment  trust  in  1985, 
just  before  real  estate  values 
tanked,  selling  the  REIT's 
properties  to  Equitable  Life 
for  twice  what  the  stock 
market  had  said  the  proper- 
ties were  worth.  They  con- 
tinued to  manage  malls  for 
others  and,  after  interest 
rates  fell,  began  developing 
malls  privately. 

Eight  years  later  they 
were  back  in  a  big  way.  In 

1993  the  Bucksbaum 
brothers  went  public  with  a 
new  real  estate  investment 
trust,  General  Growth 
Properties.  With  $363  mil- 
lion in  cash  from  the  offer- 
ing, they  began  buying.  In 

1994  they  bought  16  malls 
and  3  shopping  centers 
from  Prudential  Insurance 

for  $1  billion.  Last  year  they  paid 
Sears,  Roebuck  $1.85  billion  for  Ho- 
mart  Development  Co.,  a  package  of 
25  existing  malls  plus  2  that  are  under 
construction. 

In  addition,  General  Growth  Prop 
erties  owns  21  malls  that  the  Bucks- 


General  Growth. 
Properties  President 
Robert  Michaels 
(left), 

Chairman  Matthew 
Bucksbaum 
and  son  John 
Bucksbaum, 
executive  vice 
president 
"They  bought 
the  upside  for 
free." 


baums  and  partners  built  and  redevel- 
oped after  1985.  It  also  manages  50 
malls  for  others.  General  Growth  is 
now  the  nation's  largest  owner/ oper- 
ator of  malls  and  shopping  centers. 
The  public  owns  about  60%  of  the 
REIT;  the  Bucksbaums  and  their  kin 


own  the  other  40%,  a  stake  now  worth 
some  $350  million. 

Why  buy  malls  now?  The  country  is 
over-stored.  Americans  are  making 
fewer  trips  to  the  mall,  and  when  they 
do  go,  spend  less  time  there — 68 
minutes  per  shopping  trip,  on  aver- 
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General  Growth's  West  Valley  Mall 
near  San  Francisco 

"It  didn't  take  Warren  [Buffett]  long  to 
figure  out  a  mall  is  a  franchise,  too." 

age,  down  from  90  minutes  in  1982, 
according  to  consultants  Stillerman 
Jones  &  Co.  Apparel,  the  cornerstone 
of  malls,  is  especially  weak. 

Good  news,  winks  Matthew  Bucks- 
baum,  now  70  and  General  Growth's 
chief  executive.  (Brother  Martin  died 
last  July,  at  age  74.)  "When  there's 
oversupply,  that  opens  opportunities," 
he  says.  "A  few  years  ago  interest  rates 
were  at  9%  and  the  cap  rate  [a  develop- 
er's return  on  his  cash  investment, 
used  to  value  a  property]  on  malls  was 
5%  to  7%.  Today  we  have  7%  interest 
rates  and  cap  rates  of  8%  to  10%." 

That  means  a  mall  that  might  have 
been  bought  for  $70  million  in  1990 
can  now  be  had  for  $50  million, 
thanks  to  oversupply  and  the  weak 
retailing  environment.  If  interest  rates 
stay  low  and  the  retail  business  im- 
proves, the  malls'  value  will  rise.  Will 
retailing  improve?  "Are  we  at  the 
bottom  of  the  cycle  on  retail?"  Bucks- 
baum  repeats  and  answers:  "We  can't 
be  far  off.  If  you  have  access  to  capital, 
you  can  buy  cheap  and  sell  high." 

That,  indeed,  is  what  General 
Growth  did  with  the  Prudential  malls, 
which  it  bought  with  partners  Gold- 
man, Sachs  and  Westfield  Holding 
Group,  an  Australian  developer,  in 
February  1994.  Less  than  two  years 
later,  General  Growth  sold  an  option 
on  its  stake  in  the  malls  to  Westfield  at  a 
price  that  will  give  General  Growth  a 
quick  60%  return  on  its  cash  invest- 
ment, assuming  Westfield  exercises  its 
option.  It  probably  will  exercise.  Just 
prior  to  selling  the  malls,  Prudential 


invested  some  $300  million  to  renovate 
them,  but  results  had  yet  to  flow 
through.  After  taking  control,  General 
Growth  leased  vacant  space  and  re- 
newed existing  leases  at  higher  rates. 
Says  Adam  Markman  of  real  estate  firm 
Green  Street  Advisors:  "They  [General 
Growth]  bought  the  upside  for  free." 

Bucksbaum  thinks  General  Growth 
got  another  great  deal  in  buying  Ho- 
mart  Development  from  Sears.  Under 
its  former  owner,  only  81%  of  Ho- 
mart's  portfolio  was  leased,  versus 
89%  for  General  Growth's  malls.  "We 
paid  nothing  for  the  vacant  space," 
says  General  Growth  President  Rob- 
ert Michaels.  He  figures  that  boosting 
Homart's  occupancy  rate  to  General 
Growth's  89%  level  will  add  $32  mil- 
lion to  General  Growth's  net  income, 
which  was  $43  million  in  1995. 

"Are  we  at  the  bottom 
of  the  cycle  on  retail?" 
Bucksbaum  asks. 
"We  can't  be  far  off." 


He's  sure  he  can  do  it.  Pointing  to 
Homart's  mall  in  the  Minneapolis 
suburb  of  Eden  Prairie,  Michaels  says: 
"It's  the  fastest-growing  suburb,  has 
the  best  demographics  and  highest 
income."  So,  why  didn't  it  do  better? 
"The  reason  is  that  it's  never  had  a 
Dayton's  [Dayton  Hudson  Corp.] 
department  store,"  Michaels  re- 
sponds. "All  the  Minneapolis  centers 
that  are  successful  are  anchored  by  a 
Dayton's."  Help  is  on  the  way, 
though.  "In  the  last  five  years,  Day- 
ton's has  opened  ten  stores;  we've 
done  eight  of  those.  We  have  a  hand- 
shake agreement  with  Dayton's  to 


come  into  Eden  Prairie  Center." 

With  its  125  properties  regularly 
spewing  out  reports  on  retail  traffic, 
General  Growth  knows  which  retailers 
are  hot  and  which  are  not.  It  goes  after 
the  hot  ones  and  tries  to  avoid  the  cold 
ones.  Which  ones  are  cold  right  now? 
Michaels  names  midpriced  women's 
apparel  outfits  like  Charming  Shoppes 
and  Lerner,  a  division  of  the  Limited. 

Who's  hot  besides  Dayton's? 
Bucksbaum  and  Michaels  mention 
trendy  apparel  stores  like  the  Gap, 
homeware  retailers  like  Williams- 
Sonoma,  entertainment  outlets  like 
Barnes  &  Noble  in  books  and  Disc 
Jockey  in  music. 

"We  look  at  sales  on  a  weekly  ba- 
sis," Michaels  explains.  "If  the  whole 
center's  doing  $300  a  square  foot  [in 
annualized  sales]  and  the  tenant's  do- 
ing $100,  they're  not  going  to  make 
it.  Two  years  ago  we  saw  Edison 
Brothers'  sales  start  to  decline.  We 
had  meetings,  and  they  bought  out  of 
a  lot  of  their  leases  with  us — way 
ahead  of  the  bankruptcy." 

General  Growth  encourages  ten- 
ants to  use  their  malls  as  a  laboratory 
to  develop  new  retail  concepts.  Gen- 
eral Growth  will  provide  temporary 
space  at  minimal  rent.  If  the  retailer's 
concept  flies,  Bucksbaum  will  sign 
him  or  her  as  a  permanent  tenant. 
That's  what  he  did  for  one  coat  retail- 
er, whose  accessories  business  (he  also 
sold  belts  and  gloves)  was  growing 
much  faster  than  the  retailer's  core 
coat  business.  General  Growth 
helped  the  retailer  open  ten  belts- 
and- gloves  stores  for  the  Christmas 
season;  some  turned  into  permanent 
General  Growth  tenants. 

Counting  on  entertainment  to 
build  traffic,  General  Growth  is  put- 
ting in  more  movie  screens  and  add- 
ing fancier  restaurants.  "When  we 
started,  you  couldn't  get  a  restaurant 
into  a  mall,"  says  Bucksbaum.  "To- 
day it's  the  most  important  thing." 

One  thing  Bucksbaum  won't  do  is 
enter  retailing  himself.  He  and  his  late 
brother  tried  that  route  many  years 
ago,  in  kids'  clothing,  and  failed. 

"Warren  Buffett  [a  trustee  of  the 
first  Bucksbaum  REIT]  suggested  we 
focus  on  shopping  centers,"  Bucks- 
baum laughs.  "He  used  to  talk  about 
TV  stations  as  a  franchise.  It  didn't 
take  Warren  long  to  figure  out  a  mall 
is  a  franchise,  too."  M 
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There's  nothing  a  Regent 
concierge    can't  handle. 

Even  a  lullaby  or  two. 


Regent  concierges  are  a  remarkably  versatile  voltages,  wines  or  local  customs.  You'll  find  them 
breed:  they  are  as  much  at  ease  with  your  multi-lingual ,  erudite  and  helpful.  Better  yet, 
children  as  they  are  with  advising  you  on       you'll  always  find  them  reassuringly  close  at  hand. 

AUCKLAND.  BANGKOK.   BEVERLY  HILLS.  CHIANG  MAI.   FIJI.   HONG  KONG.  JAKARTA. 
KUALA    LUMPUR.    MELBOURNE.    SINGAPORE.    SYDNEY.  TAIPEI. 

FOUR  SEASONS  ♦  REGENT.  DEFINING  THE  ART  OF  SERVICE  AT  40  HOTELS  IN  19  COUNTRIES. 


Housing,  once  a  can't-lose  investment,  looks  to  be 
headed  for  negative  returns  over  the  next  decade  or  so. 

From  can't-lose 
to  can't- win 


By  Christie  Brown 


If  you've  been  hanging  on  to  your 
house  waiting  for  prices  to  pick  up, 
don't  wait  too  long.  The  traditional 
pool  of  first-time  home  buyers,  peo- 
ple 25  to  44  years  old,  is  starting  to  go 
dry.  That  pool  now  has  about  84 
million  members.  By  2010  it  will  have 
5.7  million  fewer. 

Warns  David  Wolfe,  a  consumer  re- 
search consultant  in  Reston,  Va.:  "The 
housing  market  is  headed  for  a  melt- 
down." Wolte's  view  is  a  bit  extreme, 
but  it  is  certainly  going  to  be  increasing- 
ly hard  to  argue  that,  as  an  investment, 
housing  is  a  good  place  to  put  money. 

Last  year  Americans  formed  1.3 
million  new  households,  but  there 
were  1.4  million  new  houses  built. 
Vacant  housing  units  rose  3%  in  1995, 
to  12.7  million  units.  ''Everybody 
that  looks  at  these  numbers  is  a  littk 
worried,"  says  Nancy  McArdle,  a  re- 
search analyst  at  I  la  van   ,  Joint  Cen 


ter  for  Housing  Studies. 

Wolfe  is  more  than  worried.  "The 
housing  industry  could  shut  down 
next  Jan.  1,  and  we  wouldn't  have  a 
housing  shortage,"  he  says. 

It's  hard  to  remember  that  not 
many  years  ago  the  mantra  was: 
Housing  prices  only  go  up.  (They  say 
that  now  about  stocks.)  Prices  of  the 
typical  new  home  have  lagged  infla- 
tion for  most  of  the  past  decade, 
dropping  10%  from  1989  to  1993, 
according  to  Harvard's  Joint  Center 
for  Housing  Studies. 

It  isn't  likely  to  get  any  better  for  a 
long,  long  time.  In  a  highly  respected 
1992  study,  Daniel  McFadden,  pro- 
fessor of  economics  at  the  University 
of  California  at  Berkeley,  projected 
that  home  prices  would  drop  another 
10%— in  real  dollars— by  2006. 

It's  not  only  that  there  are  fewer 
young  adults  on  the  scene.  People's 
priorities  are  changing,  too.  They  are 
finding  other  places  to  spend  money, 


and,  looking  for  larger  returns,  have 
tossed  record  amounts  into  stock  mu- 
tual funds  (almost  $500  billion  in  the 
last  four  years).  Nor  is  there  unshak- 
able optimism  about  the  future. 

"A  decade  ago  demographers  all 
said  this  would  be  a  great  time  to  be 
young  because  every  employer  would 
want  you.  But  those  predictions 
aren't  really  bearing  out,"  says  Paul 
Voss,  a  demographer  at  the  Universi- 
ty of  Wisconsin.  Demand  for  young 
workers  is  softer  than  expected,  and 
their  earnings  are  lower. 

Median  income  for  people  age  25 
to  34  dropped  7%  from  1989  to  1994. 
Almost  one-third  of  single  men  in 
that  age-group  still  live  with  their 
parents.  They  are  not  in  a  position  to 
rent  space,  let  alone  buy  it. 

David  Seiders,  chief  economist  for 
the  National  Association  of  Home 
Builders,  puts  a  brave  face  on  all  of 
this.  He  is  counting  on  a  large  pool  of 
renters  who  have  put  off  buying.  The 
trouble  with  his  argument  is  this: 
Once  people  understand  that  housing 
is  not  a  good  investment,  many  more 
will  become  permanent  renters. 

Others  count  on  a  growing  immi- 
grant population.  But  George  Mas- 
nick,  of  Harvard's  Joint  Center  for 
Housing  Studies,  says  its  growth  will 
not  offset  the  declines  among  tradi- 
tional home  buyers. 

A  better  hope  for  builders  is  the 
remodeling  business.  If  people  can't 
move,  maybe  they  will  spend  more  on 
recarpeting,  painting,  adding  space, 
generally  fixing  up.  "We  estimate  that 
by  early  in  the  next  century  the 
amount  spent  on  remodeling  will 
equal  the  amount  spent  on  new  units. 
It's  now  about  60%,"  says  Seiders. 
Good  news  for  renovators,  bad  news 
for  big  home  builders. 

Housing  remains  a  regional  busi- 
ness. Prices  are  up  over  50%  since 
1990  in  Denver,  Salt  Lake  City  and 
Portland,  Ore.,  according  to  Cam- 
bridge, Mass. -based  Case  Shiller 
Weiss,  Inc.,  which  tracks  residential 
real  estate.  Los  Angeles  prices  are 
down  27%,  New  York  City  down  8% 
and  Washington,  D.C.  down  2%.  Re- 
gional variations  will  continue,  but 
the  overall  trend  is  down  in  real  terms. 

We're  not  saying  sell  your  house  and 
rent.  But  don't  count  on  your  house  to 
help  you  build  an  estate  or  a  retirement 
nest  egg.  *B 
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>zStent  manufactures  stents  for  all  parts  of  the 
ody.  Placed  by  physicians  to  hold  body  passageways 
pen,  stents  treat  problems  ranging  from  clogged 
rteries  to  a  blocked  esophagus.  Recently,  when 
tzStent's  money  pipeline  needed  to  be  opened, 
JBS  Securities  LLC  led  a  successful  IPO.  UBS'  team 
f  Life  Sciences  specialists,  with  access  to  global 


'urUBS 
team  improved 
Mtent  s  cash  flow 
with  an  IPO. 


marketing  and  distribution  resources,  completed  the 
offering  with  strong  international  demand  and  top 
of  the  range  pricing.  Innovators  like  /»Stent  demand 
advice  from  experts  who  understand  their  business 
and  can  provide  integrated  solutions.  If  your 
company  can  use  that  kind  of  thinking,  put  UBS  on 
your  team.  Call  David  MacCallum  at  (212)821-6153. 


Union  Bank 
of  Switzerland 


ion  Bank  of  Switzerland,  299  Park  Avenue.  New  York,  NY  10171  Telephone  (212)  821-3000.  Other  offices  in  North  America:  Chicago,  Houston,  Los  Angeles,  San  Francisco,  Toronto,  Montreal.  UBS  Securities  LLC  is  a  wholly  owned  subsidiary  of  Union  Bank  of  Switzerland 


Dragonfly:  48  days. 


Tinfoil  barb:  7  years. 
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Carole  Carstens  was  only  a  dining  room  manager, 
but  when  the  restaurant  went  broke,  the  IRS  went 
after  her  for  her  employer's  back  taxes. 


IRS  nightmares 


Y(  )U  got  audited?  You  owe  penalties 
and  interest?  Your  accountant  wants 
$1,400?  Don't  complain.  You  could 
be  in  a  real  tax  hind. 

There  are  tax  messes  so  aw  ful  that 
they  leave  their  victims  with  night- 
marcs.  The  Internal  Revenue  Service 
has  some  immense  pow  ers,  and  it  also 
has  some  screwy  laws  to  enforce.  But 
several  of  the  worst  of  the  worst  prob- 
lems, the  living  nightmares,  can  be 
avoided,  if  only  you  know  how.  As  it 
is,  they  tend  to  sneak  up  on  people. 
Nightmare  number  one: 
payroll  tax  problems. 

''These  are  the  most  tragic  cases 
I've  seen,  utterly  ruining  innocent 
people's  lives,"  says  Thomas  Och- 
senschlager,  a  partner  in  the  account 
ing  firm  Grant  Thornton  LLP.  "The 
irs  will  go  after  you  for  everything 
you  have  and  never  let  go.11 

"Payroll  tax"  means  sums  withheld 
from  employee  paychecks,  plus  the 
employer's  share  of  Social  Security, 
Medicare  and  unemployment  taxes.  If 
the  employer  withholds  from  the  em- 
ployee and  then  withholds  from  Un- 
cle Sam,  too,  the  employer  is  in  deep 
trouble.  Anyone  with  the  power  to 
make  financial  decisions — even  if  it's 
only  nominal — can  be  held  100%  re- 
sponsible for  paying  these  taxes.  The 
debts  aren't  dischargeable,  even  in 
bankruptcy.  Trustees  and  directors  of 
nonprofit  groups  arc  also  responsible. 

The  irs  is  ruthless  about  collecting 
the  taxes.  In  one  recently  decided 
case,  the  IRS  went  after  Carole  Car- 
stens, a  dining  room  manager  who 
worked  for  a  Minneapolis  restaurant 
that  failed.  She  had  been  given  the 
right  to  sign  checks  to  pay  for  food 
and  supplies  delivered  to  the  place. 

The  business  went  under  and  two 
of  the  four  owners  committed  suicide. 
So  the  irs  hit  Carstens  with  a  $25,000 


assessment.  Thanks  to  the  persistence 
of  her  lawyer-husband,  she  won  her 
case,  but  during  the  ten  years  it  took 
to  do  so,  the  irs  tried  to  garnishee  her 
wages  and  put  a  lien  on  the  couple's 
house.  Imagine  if  Carstens  hadn't 
been  married  to  a  lawyer. 

Carstens  was  lucky.  Many  in  her 
position  aren't.  In  Quattrone  v.  IRS 
(U.S.  Court  of  Appeals,  Third  Cir- 
cuit, 1990)  an  accounting  firm  was 
held  liable  for  a  client  dairy  coopera- 
tive's failure  to  pay  payroll  taxes.  The 
firm  had  considered  itself  an  indepen- 
dent contractor,  but  it  made  the  mis- 
take of  exercising,  temporarily,  the 
right  to  rubber-stamp  checks. 

In  a  1994  decision  (Ungerv.  U.S.), 
a  U.S.  district  court  ruled  that  Nathan 
Unger  was  liable  for  SI  million  of 
payroll  taxes  that  disappeared  while 
his  boss,  the  sole  owner  of  an  ad 


agency  where  Unger 
was  vice  president,  was  high  on 
cocaine  and  alcohol.  Unger,  who  was 
28  at  the  time,  had  repeatedly  warned 
the  owner  that  the  taxes  were  over- 
due. No  excuse,  Nathan,  said  the  irs. 

Even  the  federal  judge  in  the  case 
called  the  outcome  unjust,  likening 
Unger  to  "a  cabin  boy  on  a  sinking 
ship  ...  it  is  difficult  to  understand 
how  a  rational  government  could  so 
treat  its  own  citizen."  Nevertheless, 
he  ruled  against  Unger. 

Moral:  If  you  work  in  your  compa- 
ny's finance  department  or  have  any 
"financial  powers" — in  particular, 
the  right  to  sign  checks — be  very,  very 
careful. 

Nightmare  number  two: 

being  caught  between  two  states. 

Mrs.  M.  was  a  client  of  CPA  Martin 
Kaplan  in  New  York  City.  Mrs.  M. 
lived  in  a  house  in  Connecticut  for  30 
years  and  received  rental  income  from 
her  50%  stake  in  a  New  York  City 
building.  She  had  no  part  in  manag- 
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ing  the  property,  but  sometimes  visit- 
ed the  city  for  a  few  days  a  month, 
staying  in  her  sister's  apartment.  She 
filed  a  nonresident  tax  return  for  New 
York,  paying  the  appropriate  tax  on 
her  New  York  income. 

Agents  for  New  York  State  asserted 
she  was  a  "statutory  resident."  She 
couldn't  prove  she  was  out  of  New 
York  at  least  183  days  a  year.  So  New 
York  grabbed  a  piece  of  all  her  in- 
come, not  just  the  in-state  portion, 
and  refused  her  a  credit  for  the  tax 
already  paid  to  Connecticut  on  her 
non-New  York  investment  income. 
That  cost  her  $150,000  for  1988  and 
1989  plus  $15,000  for  legal  help. 

Nor  would  Connecticut  give  her 
any  credit  or  refund  for  taxes  paid  to 
New  York.  Why  not?  At  that  point, 
Connecticut  purported  to  have  no 
income  tax  (it  taxed  only  investment 
income),  so  it  was  chintzy  with  cred- 
its. But  even  today,  many  states  allow 
credit  only  for  taxes  on  "earned" 
income  paid  to  another  state,  not 
investment  income. 

Mrs.  M.  has  moved  to  Florida. 

Besides  passive  investors,  New 
York  chases  high-paid  professionals 
who  do  work  in  New  York.  A  few 
years  ago  it  dunned  players  for  the  Los 
Angeles  Lakers  for  taxes  as  far  back  as 
1986.  In  some  cases  it  was  too  late  to 
claim  a  California  credit  for  the  New 
York  taxes,  says  Ash  Narayan  of  Ar- 
thur Andersen.  But  California  can't 
complain — it  also  soaks  out-of- 
staters.  California  has  a  particularly 
nasty  rule  affecting  trusts:  If  a  trust  has 
even  one  California  resident  as  a  trust- 
ee or  noncontingent  beneficiary,  it  is 
taxable  in  the  Golden  State. 

Say  an  80-year-old  grandfather  in 


Chicago  sets  up  a  trust.  Beneficiaries 
are  his  55-year-old  son,  who  also  lives 
in  Chicago,  and  his  22 -year-old 
granddaughter,  who  lives  in  Califor- 
nia. The  trust  gives  the  son  income  for 
life  plus  the  right  to  certain  distribu- 
tions of  capital,  with  the  remainder 
going  to  the  granddaughter  after  the 
son's  death.  While  the  grandchild  is 
working  in  California  after  college 
there,  the  trust  sells  a  block  of  stock. 

Guess  what?  California  says  that  the 
trust  owes  California  income  tax  on  all 
of  the  capital  gain.  Admittedly,  this  is 
a  hard  rule  to  enforce,  but  the  taxmen 
have  chased  down  some  taxpayers 
years  after  the  fact,  even  w  hen  they 
have  left  the  state,  says  Max  Gutierrez, 
a  lawyer  in  San  Francisco. 

Beware  also  if  you  live  in  Indiana, 
Arizona,  Oregon  or  Virginia,  and  are 
an  active  member  of  a  partnership, 
sub-chapter  S  corporation,  or  limited 
liability  company  that  does  business 
in  another  of  these  states  or  Califor- 
nia. If  the  business  files  a  composite 
tax  return  instead  of  individual  ones, 
you  may  lose  your  credit  for  taxes  paid 
to  your  home  state. 

Moral:  If  you  so  much  as  draw 
breath  in  a  state  different  from  the  one 
you  live  in,  it  may  cost  you  dearly. 
Nightmare  number  three: 
divorce. 

While  you  are  married,  you  become 
fully  liable  for  taxes  associated  with 
any  joint  tax  return  you  sign.  In  this 
sense,  you  are  very  much  your 
spouse's  keeper,  even  if  your  spouse  is 
utterly  beyond  your  control. 

So  if  your  spouse  launders  money, 
underreports  income,  ignores  an  IRS 
summons  and  then  skips  town,  the 
taxmen  can  come  after  you  for  the 


whole  bill.  All  these  things  happened 
to  an  unsuspecting  client  of  Douglas 
Stives,  a  CPA  in  Red  Bank,  N.J.  The 
client  got  smacked  for  $150,000. 

It's  even  worse  in  community  prop- 
erty states.  Take  the  case  of  Pastor  P., 
a  Baptist  minister  in  Fort  Worth,  Tex. 
Without  warning,  the  IRS  garnisheed 
his  salary  of  less  than  $50,000  to  pay  a 
tax  debt  of  $125,000.  No,  it  wasn't 
his  tax  debt.  But  he  had  to  pay. 

Turns  out  his  wife  had  been  mar- 
ried before,  something  she  neglected 
to  tell  him.  The  wife  was  liable  for  her 
first  husband's  tax  dodges.  Since  Tex- 
as is  a  community  property  state,  the 
irs  w  as  entitled  to  grab  his  salary. 

Moral:  "No  one  who  is  contem- 
plating a  divorce  should  ever  sign  a 
joint  return,"  says  attorney  Trey 
Cousins  in  Dallas.  There  is  an  "inno- 
cent spouse"  exception  to  the  harsh 
rule  on  joint  returns,  but  it  is  hard  to 
win.  Be  alert  for  mail  from  the  IRS. 
Open  and  read  it,  even  if  your  spouse 
usually  handles  tax  matters. 

If  you  think  your  spouse  is  a  cheat, 
get  a  lawyer  right  away.  The  lawyer 
may  or  may  not  think  it  a  good  idea  to 
confess  all  to  the  IRS.  But  if  you  want 
to  claim  an  innocent  spouse  excep- 
tion, putting  your  cards  on  the  table 
quickly  is  imperative,  says  Steven 
Blanc,  a  lawyer  in  Chicago. 
Nightmare  number  four: 
your  mail  didn't  get  forwarded. 

New  York  CPA  Stuart  Becker  has  a 
horror  story  to  tell.  He  handled  a  real 
estate  deal  in  which  $2.5  million  in 
financing  nearly  fell  apart  when  a 
$9,000  tax  lien  turned  up  on  the 
property.  The  owners  had  moved  and 
hadn't  got  some  of  their  mail,  so  they 
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didn't  know  they  had  an  IRS  problem. 

The  law  says  that  the  taxmen  must 
send  mail  to  your  'last  known  ad- 
dress." But  the  courts  have  allowed 
them  up  to  six  months  to  process  a 
new  address  from  a  tax  return.  Mean 
w  hile,  they  can  send  a  stream  of  ever 
more  threatening  letters  to  your  old 
one  without  your  even  knowing 
about  it.  That  you  never  got  the 
letters  is  no  excuse. 

This  happens  a  lot,  especially  when 
taxpayers  move  from  one  IRS  filing 
district  to  another.  "I  get  a  panicky 
phone  call  because  checks  are  bounc- 
ing all  over  the  place  and  the  IRS  has 
levied  somebody's  bank  account," 
says  lawyer  Elliott  Kajan,  of  Beverly 
Hills,  Calif. 

Moral:  If  you  move,  use  IRS  Form 
8822  to  notify  the  IRS  of  a  change  of 
address.  Also  send  the  form  by  certi- 
fied mail. 

Nightmare  number  five: 
the  interest  clock  ticks. 

One  Santa  Barbara,  Calif,  taxpayer, 
who  must  remain  nameless,  recently 
lost  a  $1  million  dispute  with  the  IRS 
over  a  1980  tax  straddle.  Amount 
due:  $6  million,  including  interest 
and  penalty.  None  is  deductible. 

You  can  avoid  a  similar  catastrophe 
by  taking  some  preventive  medicine. 
One  defense:  Pay  the  disputed  tax 
immediately,  then  sue  for  a  refund  in 
federal  district  court  or  the  Court  of 
Federal  Claims.  If  you  win  your  mon- 
ey back,  you  get  (taxable)  interest 
from  the  IRS,  at  a  rate  1%  lower  than 
what  it  charges  taxpayers  who  owe  it 
money.  Disadvantage:  You  won't  be 
able  to  take  your  case  to  Tax  Court, 
where  you  would  save  time  and  mon- 
ey (no  depositions  and  no  jury  trials). 

Another  defense  is  to  post  a  "depos- 
it in  the  nature  of  a  cash  bond"  w  ith 
the  irs.  That  stops  the  interest  meter 
on  whatever  amount  you  put  up. 

Advantages:  You  can  still  go  to  Tax 
Court.  In  addition,  you  can  ask  for 
your  deposit  back  if  you  have  an 
emergency  and  need  the  money.  You 
can  also  get  it  back  if  the  IRS  blows  its 
case  against  you  foi  technical  rea- 
sons— say  it  misses  n  important 
deadline.  This  won't  be  nearly  as  easy 
if  you  pay  the  tax.  Disad\  igetothe 
deposit  procedure:  The  i  doesn't 
pay  you  interest  on  it. 

Hey,  does  anybody  rea  iini  the 
tax  svstem  is  fair?  «s 


Irish-type  pubs  are  the  rage  all  over  the  drinking  world, 
and  Guinness  Pic.  is  a-flaunting  of  the  green. 

We'll  provide 
the  shillelaghs 


By  Howard  Banks 

"Guinness  is  good  for  you,"  went  an 
old  British  advertising  slogan  for  the 
black-and-hearty  Irish  stout.  Guin- 
ness stout's  not  to  everyone's  taste, 
but  enough  people  love  it  that  it's  a 
perennial  moneymaker  for  its  owner, 
London-based  Guinness  Pic.  The 
company  gets  56%  of  its  $6  billion  a 
year  in  revenues  from  distilling  and 
marketing  Johnny  Walker  scotch, 
Tanqueray  gin  and  other  liquors,  the 
rest  from  brewing  Guinness  stout  and 
other  beers. 

Thank  goodness  for  the  brews.  In 
the  past  few  years  Guinness'  sales  have 
plateaued  as  Americans  and  Europe- 
ans have  cut  back  on  their  booze 
intake  and  important  markets  such  as 
Japan,  Mexico  and  Venezuela  have 
run  into  economic  problems.  Five 
years  ago  spirits  accounted  for  over 
80%  of  Guinness  Pic's  operating 
profits.  Last  year  the  ratio  was  75% 
and  falling. 

Partly  counterbalancing  this  loss, 
Guinness'  share  of  the  U.K./Ireland 
beer  market  has  more  than  doubled, 
to  5%.  Worldwide,  sales  of  Guinness 


Brewing,  Guinness  Plc.'s  beer  arm, 
have  climbed  by  over  5%  a  year  for  the 
past  few  years. 

The  key  to  this  strong  performance 
in  beer  is  the  growing  popularity  of 
ersatz  Irish  pubs  all  over  the  world. 
These  pubs  try  to  create  an  atmo- 
sphere of  conviviality  and  warm  wel- 
come for  strangers;  they  feature  Irish 
food  and  drink  and  Irish  music.  Ac- 
cording to  the  company,  there  are 
now  some  800  of  these  Irish-themed 
pubs  stretching  from  Italy  and  Ger- 
many to  Hong  Kong,  South  Africa 
and  Moscow.  The  count  is  up  from 
virtually  none  just  five  years  ago. 

Guinness  doesn't  own  pubs.  It 
doesn't  want  to  or  need  to.  Better  than 
tying  up  capital  in  bricks  and  mortar, 
Guinness  gets  what  amounts  to  an 
override  on  every  Irish  pub,  for  the 
simple  reason  that  no  pub  claiming 
Irish  roots  can  fail  to  offer  Guinness. 

"We  love  it,"  laughs  Brendan 
O'Neill,  managing  director  of  Guin- 
ness Brewing,  when  asked  how  he 
feels  about  rival  brewers  like  Whit- 
bread  Pic.  and  Allied  Domecq  open- 


Paddy  Go  Easy's 
Irish  pub,  opened  in 
1992  in  Odense, 
Denmark 
Inside,  Celtic 
ambience  and 
Guinness  on  tap. 
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in  TAKEN 
VIRGINIA  YEARS 

OF  HARD  WORK 

TO  BECOME 
AN  OVERNIGHT 

SUCCESS. 


It  was  a  summer  that  made  economic  history.  Within  certainly  stunning,  it  was  hardly  surprising.  Stoked  by  an  scientists  and  engineers,  a  degree  unmatched  by  any 

norths  of  each  other,  Motorola,  IBM/Toshiba  and  Gateway  education  system  that  includes  84  colleges  and  universities,  other  Southeast  state.  Now,  if  such  a  high-tech  workforce 

7000  announced  they  would  invest  $4.38  billion  and  Virginia  has  long  been  a  hot  bed  of  bright,  intelligent  can  turn  the  Old  Dominion  into  _ 

imploy  more  than  10,000  to  make  semiconductors  and  high-tech  workers.  More  than  158,000  are  employed  the  Silicon  Dominion,  imagine    V  IKlllNSA 

lersonal  computers  in  Virginia.  And  though  the  news  was  by  over  4,700  high-tech  firms.  Some  20,000  are  doctoral  what  it  can  do  for  your  business.  THE  BOTTOM  LIKE  State 

Foimoie  information,  contact  Wayne  Sterling,  CIO,  director,  Virginia  Department  of  Economic  Development,  P.O.  Box  798,  Richmond,  Virginia,  23218-0798,  telephone  804-371-8202,  fax  804-786-1121. 


BUILDING     AUTOMATION  SYSTEMS 


BUILDING     SYSTEM     ENGINEERING,  INSTALLA 


tou'VE  calculated 

the  cost  or  vour 
FLOOR  SPACE. 

a  look 

at  the  other  99^' 


OF  YOUR  SPACE. 


Have  you  thought  about  the  cost 
of  your  air  space?  Johnson  Controls 
has.  It  averages  over  $10  a  square 
foot.  And  energy  is  the  small  part. 
The  related  maintenance,  repair 
and  staffing  costs  are  much  larger. 
Add  in  security,  communications, 
real  estate  management  and  other 
operations,  and  the  costs  become 
staggering.  Over  $70  billion  in 
North  America  alone  last  year.  It 


takes  big  dollars  to  run  a  facility. 
But,  with  superior  management 
practices,  the  savings  can  also  be 
big,  even  millions.  Johnson  Controls 
has  the  experience  and  resources 
to  help  you  achieve  these  savings. 
Give  us  a  call  at  1-800-972-8040, 
ext.  297.  And  keep  your  dollars 
from  disappearing  into  thin  air. 

JOHNSON 
CONTROLS 


SERVICE   


BUILDING     OPERATIONS     AND  MAINTENANCE   


PROPERTY  MANAGEMENT 


Brendan  O'Neill,  Guinness  Brewing  chief,  at  the  O'Conor  Don's, 
just  north  of  London's  Oxford  Street 

How  does  he  feel  about  rival  brewers  opening  up  Irish  pubs?  "We  love  it." 


ing  up  Irish  pubs.  "They  all  sell 
Guinness.'" 

Want  to  start  an  Irish-style  bar  or 
restaurant?  Guinness  will  be  glad  to 
help.  It  brings  entrepreneurs  together 
with  an  agency  that  will  design  the 
pub,  provide  the  furniture  and  effects, 
and  fit  out  the  place  right  down  to 
shillelaghs  on  the  wall.  Another  agen- 
cy will  help  the  new  pub's  owners  find 
Irish  bar  staff,  arrange  Irish  music  and 
provide  food:  recipes  like  Molly  Ma- 
lone's  fish  soup  and  roast  stuffed  pork 
loin  Limerick  style. 

Encouraging  the  trend  costs  Guin- 
ness almost  nothing,  save  the  expense 
of  a  few  contests  ( win  an  Irish  pub  in 
Ireland)  or  sponsoring  cartoonists  to 
draw  patrons  in  an  Irish  pub.  'The 
whole  point  for  Guinness  is  zero  in- 
vestment,1' says  O'Neill.  "We're  the 


intellectual,  not  the  financial,  owners." 

O'Neill  and  his  traveling  salesmen 
encourage  bartenders  to  use  a  tradi- 
tional pouring  technique  for  Guin- 
ness. It's  done  in  two  stages,  with  a 
lengthy  gap  in  between  to  allow  the 
head  to  develop  fully  without  over- 
flowing. The  really  with-it  bar  staff 
draw  a  shamrock  in  the  foam.  "We've 
created  a  mythology  of  an  Irish  ambi- 
ence," O'Neill  chortles. 

Guinness  Pic.  is  barely  half  the  size 
of  Anheuser-Busch,  but  beats  it  in 

"The  whole  point  is  zero 
investment,"  says  Guinness' 
O'Neill.  "We're  the 
intellectual  owner." 


profitability.  Last  year  it  netted  18 
cents  on  the  revenue  dollar,  against 
Anheuser's  10  cents.  The  reason  for 
this  superior  profitability  is  Guinness' 
hard  liquor  business,  in  which  operat 
ing  margins  are  nearly  30%,  twice 
what  they  are  in  beer.  But  this  is  also  a 
problem  for  Guinness.  Investors,  fo- 
cusing on  the  hard  liquor  division's 
flat  sales  and  ignoring  Guinness 
Brewing's  growth,  have  shunned  the 
company. 

Last  year  Guinness  earned  about 
$1.1  billion  at  the  current  exchange 
rate,  50  cents  a  share,  up  from  45 
cents  in  1990.  Yet  over  the  same 
period  the  London-traded  stock  (also 
available  in  Aims)  dropped  from  $9  a 
share  to  a  recent  $7.20.  It  now  trades 
at  13.5  times  this  year's  likely  earn- 
ings. Anheuser-Busch  sells  for  nearly 
15  times  the  1996  earnings  Wall 
Street  expects.  Ganada's  Seagram  Co. 
Ltd.  trades  at  about  20  times  estimat- 
ed earnings  for  the  year  ahead. 

Investors  may  be  overlooking  some 
strengths  in  Guinness'  product  line 
that  could  well  get  revenues  growing 
again.  Besides  Johnny  Walker  and 
Tanqueray,  it  owns  Dewars  White 
Label,  the  LT.S.'  top-selling  scotch, 
Gordon's  Gin,  and  Bells  and  Haig 
Pinch  scotches.  Guinness  also  has 
more  single-malt  scotches  than  any 
other  distiller.  Single-malt  sipping  is 
becoming  a  popular  pastime  among 
trendy  drinkers  in  their  20s,  30s  and 
40s.  According  to  Alan  Shayne,  presi- 
dent of  the  Scotch  Malt  Whisky  Soci- 
ety, based  in  Coral  Springs,  Fla.,  con- 
sumption of  single-malt  scotch  in  the 
U.S.  has  increased  5%  a  year  for  the 
past  six  years. 

Another  valuable  Guinness  asset: 
its  34%  shareholding  in  Moet  Henne- 
sey  S.A.,  the  wine  and  spirits  arm  of 
France's  LVMH  luxury  goods  group. 
This  deal,  signed  in  1989,  adds  such 
top-selling  products  as  Hennesey  co- 
gnac and  Dom  Perignon  and  Moet 
champagnes  to  Guinness'  range,  and 
makes  Guinness'  brands  available  to 
LVMH's  sales  force.  Already  Moet  adds 
around  $170  million  to  Guinness' 
annual  operating  profit. 

You  don't  sell  a  lot  of  champagne  in 
Irish-type  pubs,  or  a  lot  of  scotch 
whisky,  but  just  think  of  all  those 
people  in  East  Asia  who  are  becoming 
increasingly  affluent  and  getting  ready 
to  upgrade  their  drinking  habits.  H 
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Some  investors  are  teaming  that 
90%  of  return  depends  100%  on  ass 


Research  shows  that  over  90%  of 
performance  is  based  on  asset  allocation 

rather  than 
individual  invest- 
ments* Yet  too 
many  investors  still  invest  randomly,  without 
a  long-term  asset  allocation  plan. 


Are  you 


Introducing  PaineWebber  PACEf1 
Active,  ongoing  management 
for  your  portfolio. 

PACE  is  more  than  an  investment.  It's  a 
four-step  investment  process  that  gives  your 
portfolio  the  same  advantage  that  institu- 
tional investors  have  enjoyed  for  years. 

First,  your  PaineWebber  Investment 
Executive  helps  you  define  your  goals  with 
a  personalized  Investment  Profile.  Next,  we 
customize  your  asset  allocation  plan  across 
major  asset  categories. 

Then  your  Investment  Executive  further 
refines  your  asset  allocation  plan  by 
recommending  particular  mutual  funds, 
each  managed  by  select,  top-tier  investment 
experts. The  funds  are  specifically  chosen  to 
work  together  as  part  of  your  long-term 
financial  plan.  Finally,  your  assets  are 
monitored  regularly  and  can  be  adjusted 
according  to  your  objectives  over  time. 


It  used  to  be  almost  impossible  for  indi- 
viduals to  get  this  level  of  money  management. 
Now,  with  PaineWebber  PACE,  it's  available 
with  a  minimum  investment  of  just  $25,000  + 

It's  the  newest  way 
to  invest  with  more  intelligence. 

Call  today  for  a  complimentary  Information 
Kit,  and  find  out  more  about  PACE.  It  will  give 
you  more  insight,  more  understanding  about 
the  extra  edge  PACE  can  give  your  portfolio. 
You'll  also  get  the  opportunity  to  experience 
PACE  firsthand,  with  a  complimentary 
Investment  Profile  and  Asset  Allocation  Plan. 


Call  for  your  free 
PaineWebber  PACE 
Information  Kit. 

Pius,  get  a  personalized 
Investment  Profile  and 
Asset  Allocation  Plan. 


1-800-430-9996 

Paine^febber 

Invest  with  more  intelligence 


*  Financial  Analysts  Journal,  May-June  1991.  1$10,000  minimum  for  IRAs.  PACE  mutual  fund  investments  are  sold  by 
prospectus  only.  The  prospectus  contains  complete  details  about  each  fund,  including  risks,  charges  and  expenses, 
and  should  be  read  carefully  before  you  invest  or  send  money.  The  prospectus  is  available  at  any  PaineWebber  office. 


Imagine  Something 

IfetFeel 


INTRODUCING  THE  ALL-NEW  1996  MERCURY  SABI 

Imagine  an  automobile  with  styling  so  fresh  it  makes  the  word  "aerodynamic"  seem  new  again.  Imagine 
Starting  at  automobile  is  engineered  to  such  precise  tolerances  and  with  such  structural  integrii 

$19755 

wellecptipped  gs*  feels  as  if  it  were  formed  from  a  single  piece  of  steel.  Imagine  that  it  not  only  goes  100,t 

$22,705  LS  as  shown  includes 

A8S,  24-valve  x-6  remote  keyless     miles  between  scheduled  mne-ups*but  that  it's  so  rewarding  you  11  actually  want  to  d 

entry  system,  and  power  driver's 

seat,  windows  and  locks!'  ,      r     T  ,  ..     .  , 

it  that  lar.  Imagine  an  automobile  that  impresses  you  with  both  its  interior  room  (rr 


'Under  normal driving  conditio.;  u  Iiti  routine  fUflfHut  changes.  Based  on  MSRP  with  PEP450A.  Tax,  title  extra.  "Based  on  MSRP  with  t£?40iAand  listed  options.  Tax,  title  extra. 


rhat  Looks  So  Fluid 
>o  Solid 


Dm,  in  fact,  than  Honda  Accord  and  Toyota  Canary)  and  its  interior  amenities.  On  the  other  hand,  why  imagine 

any  of  those  things  when  you  can  see,  hear  and  feel  them  firsthand 
instead?  With  a  test  drive  in  the  all- new  Mercury  Sable.  For  more 
information  call  1  800  446-8888, 


00  00  0 


two  examples  of 
e's  outstanding 
neering:  all 
nes  go  100,000 
s  between  scheduled 
-ups'and  a  strong  safety 
with  innovative  cross-car  beam 
|  protect  occupants. 


or  enter  hup:  1 1  www.  Mercuryvehicles.com 
for  access  to  the  Internet. 


Mercury 

IMAGINE  YOURSELF 
IN  A  MERCURY 


nutLii  i  uniun 


Environmental 
creationism 


BY  ROBERT  H.NELSON 


Robert  H.  Nelson  is  a 
professor  in  the  School 
of  Public  Affairs  at  the 
University  of  Maryland 
and  senior  fellow  of 
the  Competitive  Enter- 
prise Institute.  His 
latest  book  is  Public 
Lands  and  Private 
Rights. 


Clarence  Darrow,  where  are  you  now  that 
we  need  you?  Creationism — the  denial  of  Dar- 
winian evolution — is  back.  In  a  speech  recent- 
ly delivered  to  the  League  of  Conservation  Vot- 
ers and  other  groups  around  the  country, 
Clinton's  Interior  Secretary  Bruce  Babbitt  de- 
clares that  God  has  commanded  us  to  preserve 
all  the  species  He  put  upon  the  earth.  Now  that 
puts  God  and  Darwin  on  a  collision  course. 
Darwin  taught  us — and  Clarence  Darrow  so 
argued  at  the  famous  Scopes  Monkey  Trial  in 
1925 — that  the  w  hole  drama  of  life  on  earth  is 
one  of  species  declining  and  dying  and  others 
taking  their  places.  Constant  flux. 

Babbitt  has  been  preaching  his  neocrea- 
tionism  to  beat  on  Republicans  who  want  to 
soften  some  of  the  more  irrational  provisions 
of  the  environmental  laws.  Here's  what  Babbitt 
says:  Those  who  seek  to  '''systematically  evis- 
cerate'" the  Endangered  Species  Act  are  defying 
GocTs  command.  "For  if  they  heard  that  com- 
mand of  our  Creator,"  he  proclaimed,  "if  they 
truly  listened  to  His  instructions  to  be  respon- 
sible stewards,  then  their  entire  framework  of 
human  rationalizations  for  tearing  apart  the 
Act  comes  to  naught.11 

Was  Charles  Darwin  wrong? 
Interior  Secretary  Bruce 
Babbitt  seems  to  think  so. 


Babbitt  to  the  contrary,  the  biological  and 
geological  sciences  tell  us  with  a  single  voice  that 
what  we  see  of  nature  is  a  snapshot  in  a  process 
of  continuous  change  that  has  been  going  on  for 
billions  of  years.  Yet  we  have  passed  laws  or- 
daining that  this  evolution  must  be  brought  to  a 
stop.  "Compelled  by  this  ancient  command,11 
Babbitt  says,  "modern  America  turned  to  the 
national  legislature,  which  forged  our  collec- 
tive moral  imperative  into  one  landmark  law:  the 
1973  Endangered  Species  Act.11  In  Genesis, 
Babbitt  observed,  God  told  Noah  to  preserve 

he  whole  of  creation"  in  the  Ark,  which  we 
mu>t  now  obey. 

In  his  speech,  Babbitt  takes  square  aim  at  the 
idea  that  rhere  are  tradeoffs  worth  considering. 
Based  on  Babbitt's  reading  of  the  Bible,  human 
beings  have  no  right  to  consider  economics,  to 


set  priorities  among  species  or  to  decide  to  let 
even  a  minor  species  disappear.  He  says  his  Re- 
publican critics  in  the  Congress  are  sinners  who 
would  willfully  violate  God's  commands. 

Surprising  as  Babbitt's  neocreationist  justifi- 
cation for  his  policies  may  be,  there's  no  doubt 
that  much  of  modern  environmentalism  has 
religious  roots,  descending  from  the  early  Puri- 
tans and  then  New  England  transcendental- 
ism of  the  mid- 19th  century.  John  Muir,  who 
founded  the  Sierra  Club  in  1892,  was  a  follow- 
er of  Ralph  Waldo  Emerson.  Babbitt  acknowl- 
edges in  his  speech  a  debt  to  Emerson. 

In  environmental  religion,  wilderness  areas 
are  not  preserved  simply  for  public  enjoyment. 
Instead,  a  wilderness  is  defined  by  law  as  a 
place  minimally  affected  by  human  impact — 
where,  as  Babbitt  explains,  it  is  still  possible  to 
be  inspired  by  the  experience  of  a  "direct  mani- 
festation of  the  presence  of  our  Creator." 

Thus  a  wilderness  is  an  environmental 
church,  replacing  the  more  traditional  churches 
Babbitt  attended  when  he  was  younger.  The 
Interior  Secretary  acknowledges  that  he  turned 
to  the  "vast  landscape"  of  nature  after  he  lost 
faith  in  the  Catholic  Church.  He  says  that  only 
when  he  experienced  wild  nature  did  he  feel 
something  that  "was  somehow  sacred,  and 
holy,  and  connected  to  me  in  a  sense  that  my 
catechism  ignored." 

Environmentalists  have  long  described  for- 
ests as  "ancient  cathedrals"  and  used  other  reli- 
gious metaphors.  But  Babbitt  is  going  well 
beyond  this.  He  is  now  using  the  same  biblical 
arguments  as  those  who,  like  William  Jennings 
Bryan  and  many  fundamentalist  church  people, 
once  tried  to  ban  the  teaching  of  evolution 
from  the  public  schools. 

But  as  Harvard  historian  of  science  Stephen 
Jay  Gould  tells  us,  Darwin's  five  years  aboard  the 
Beagle  destroyed  his  previous  "faith  in  the 
fixity  of  species."  Darwin  undermined  the  or- 
thodox Christian  understanding  that  every 
detail  of  the  cosmos  was  part  of  God's  plan  as  put 
in  place  at  the  creation,  and  thus  divinely  in- 
spired. Babbitt's  insistence  that  every  species 
and  other  features  of  nature  must  be  preserved 
unaltered  reverts  to  the  pre-Darwinian  view.  In 
Babbitt's  words,  "the  land  .  .  .  and  all  the 
plants  and  animals  in  the  natural  world  are  to- 
gether a  direct -reflection  of  divinity,  that  cre- 
ation is  a  plan  of  God"  that  must  not  be  violated. 

Some  observers  think  that  Babbitt's  latest 
pronouncements  are  merely  a  cynical  ploy  to 
enlist  the  Christian  right  in  the  environmental 
cause  and  to  split  the  Republican  party  from  its 
fundamentalist  wing.  That  may  be  so.  In  any 
case,  it  is  startling  that  the  Secretary  of  the  Inte- 
rior would  now  be  deciding  government  poli- 
cies on  the  basis  of  creationist  views  that  cannot 
legally  be  taught  in  public  schools.  WM 
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1  ne  company  l  ried  1  o  1  ailor  A  rrogram 
From  A  Number  Of  Different  Providers. 


They  were  buying  their  managed  care  services  in  pieces.  But  the  fit  wasn't  right.  We  showed 


them  our  integrated  seamless  program 


Triage  specialists  joined  to  medical 


providers  connected  to  rehabilitation 


£,OV)ft     services—all  tied  into 


laims  management.  With  immediate  access 


We  Said  Cut  From  The  Same  Cloth. 


o  information.  We  demonstrated  the  savings  on  each  component.  It  made  them  look 


LIBERTY  Ph 

ike  a  million  bucks.  For  managed  care  that  fits  perfec  tly,  call  us.     MUTUAL  J 

ty  Mutual  Group 


East  Berlin  is  a  sea  of  building  cranes— and,  for  the 
moment,  of  red  ink  for  many  developers. 

The  Berlin 
bubble 


By  Richard  C.  Morais 


Almost  $5  billion  worth  of  developments  in  Berlin's  Mitte 
There  is  an  opportunity  fw  discounts,"  says  developer  Gerald  Hines. 


In  THE  smoky  Friedrichstadt  cabarets 
of  1920s  Berlin,  Claire  Waldoff  used 
to  charm  sailors  with  her  lustily  sung 
"■There  is  only  one  Berlin."  Just  70 
years  later  a  saleswoman  in  a  suite  on 
the  same  street  is  using  the  same  line 
to  lure  tenants  into  Quartier  206. 
This  is  no  decadent  nightspot,  how  - 
ever, but  a  swank  $263  million  office, 
residential  and  retail  development 
near  the  Brandenburg  Gate. 

This  is  Berlin,  but  the  showman- 
ship is  very  American.  Not  brochures 
but  expensively  bound  books  tout  the 
advantages  of  the  project.  Scale  mod- 
els spin  to  give  prospects  a  view  from 
every  aspect,  and  there's  a  slide  show 
on  this  fashionable  old  Berlin  district. 
The  whole  thing  oozes  luxury.  Quar- 
tier 206  was  designed  by  top  Ameri- 
can architects  Pei  Cobb  Freed  &  Part- 
ners and  is  near  the  Gendarmen- 
markt,  one  of  Europe's  most  elegant 
squares.  You  enter  through  a  lobby 
tiled  in  rich  black-and-white  marble 
mosaic. 

Yet  Quartier  206  has  to  sell  hard.  In 
the  immediate  area,  $4.8  billion 
worth  of  similar  high-quality  develop- 
ment is  also  being  Hogged.  Quartier 
206  is  only  30%  occupied.  The  build- 
er, Germany's  Anno  Jagdfeld,  is  ask- 
ing up  to  $3.81  a  square  foot,  which 
comes  to  about  $25,000  a  month  for 
a  modest  6,500-square-foot  office. 
He  will  need  luck  getting  it.  Over  the 
last  three  years  average  rents  in  this 
area  have  fallen  almost  50%,  to  $3.02 
a  square  foot. 

It's  hangover  time  in  the  Berlin 
realty  market.  When  the  Wall  fell  in 
1989,  emotional  German  politicians 
quickly  announced  the  government 
was  moving  back  to  the  old  capital. 
Where  there's  government,  there's 
business,  and  it  was  estimated  Berlin 
would  need  108  million  square  feet  of 
modern  office  space  by  the  end  of  the 
decade. 

To  speed  the  building  process,  the 
German  government  ruled  that  50% 
of  a  new  building's  construction  costs 
could  be  written  off  the  first  year,  the 
remainder  over  five  years.  Such  gener- 
ous depreciation  rates  stampeded  the 
nation's  heavily  taxed  wealthy  into 
closed-end  real  estate  funds  investing 
in  Berlin  property. 

But  when  governments  intervene 
in  markets,  things  rarely  go  as  expect- 
ed. In  the  first  place,  the  budget- 
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The  $263  million 
Quartier  206 
A  strong  pitch, 
but  still  just 
30%  occupied. 


squeezed  federal  government  kept 
postponing  its  move  from  Bonn. 
Without  the  government,  the  expect- 
ed hordes  of  lawyers,  lobbyists  and 
financial  institutions  didn't  arrive. 

As  things  now  stand,  the  first  min- 
istry is  expected  to  arrive  sometime 
in  1998,  but  the  government  will 
probably  move  in  well  after  the  mil- 
lennium. This  means  that  lots  of 
office  space  and  lots  of  fancy  living 
space  will  be  tenantless  for  years, 
guzzling  costs  and  yielding  little 
revenue. 

Take  the  Cologne-based  Fundus 
Fond  27,  a  closed-end  real  estate  fund 
that  Germans  snapped  up  at  mini- 
mum investments  of  $13,660.  Fond 
27  owns  Die  Pyramide,  an  office 
building  erected  at  a  total  cost  of 
$195  million  in  a  barren  suburb  of 
Fast  Berlin.  The  tax-driven  develop- 
ment is  surrounded  by  frozen  fields 
and  bleak  high-rises  dating  from  com- 
munist times.  There  are  no  shops  or 
restaurants  in  sight. 

Rolf  Delhougne,  a  Fundus 
Gruppe  executive,  waxes  lyrical 
about  the  Eastern  entrepreneurs  who 
will  one  day  fill  the  building.  At  the 
moment  that's  just  a  dream.  Berlin  is 
a  city  in  which  almost  14%  of  the 
work  force  is  unemployed.  Eighteen 
months  after  the  building  opened, 


75%  of  it  sits  empty. 

Office  space  is  coming  onto  the 
Berlin  market  at  the  rate  of  8.6  mil- 
lion square  feet  a  year,  while  total 
take-up  of  leased  and  purchased 
space  is  running  at  less  than  half  that. 
The  current  vacancy  rate  is  only 
5.3%,  but  it  is  starting  to  rocket.  The 
fu  st  victim:  A  Berlin  hotel  group  was 
seized  by  Deutsche  Bank  when  it 
threatened  to  default  on  $2  billion 
in  loans. 

Berlin's  "Mitte"  is  a  narrow  strip 
that  takes  in  the  Brandenburg  Gate, 
Pariser  Platz,  Unter  Den  Linden  and 
the  Friedrichstrasse.  Designed  by 
Friedrich  III,  the  elegant  boulevards 
and  churehes  and  theaters  of  the 
crane -crammed  Mitte  are  tar  more 
beautiful  than  the  modern  structures 
in  West  Berlin's  tacky  Kurfursten- 
damm.  The  Mitte  is  the  heart  of  the 
united  city.  At  the  moment,  however, 
the  mud-covered  sidewalks  make  it 
resemble  Dodge  City. 

Imagine  dozens  of  Trump  Towers 
coming  onto  the  market  at  the  same 
time  on  the  blocks  between  48th  and 
59th  streets  on  Fifth  Avenue.  Sascha 
Hettrich,  local  managing  director  of 
international  real  estate  brokers 
Jones  Lang  Wootton,  says  only  20% 
of  the  office  space  in  the  area  is 
occupied. 


Two  of  America's  shrewdest  opera- 
tors are  caught  in  the  trap.  New 
York's  Tishman  Speyer  has  a  10% 
equity  position  in  Sony's  $1  billion 
European  quarters,  which  it  is  erect- 
ing at  Potsdamer  Platz,  and  is  behind 
a  $546  million  Friedrichstrasse  devel- 
opment. The  U.S.  developer  is  also 
putting  together  a  construction  pack- 
age for  the  $1.2  billion  Lehrter  train 
station. 

A  few  doors  down  from  Tishman 
Speyer,  Gerald  Hines,  the  cautious 
Texas  developer,  is  erecting  Hoffgar- 
ten  am  Gendarmenmarkt,  a  square 
block  of  stand-alone  buildings  in 
sandstone,  black  marble,  and  glass- 
and-steel.  Hines  is  taring  better  than 
most  of  his  rivals.  The  Four  Seasons 
Hotel  is  a  tenant,  and  almost  50%  of 
the  274,000  square  feet  of  office  and 
retail  space  is  rented. 

Looking  beyond  the  year  2000, 
Berlin  real  estate  still  looks  good,  but 
that's  probably  too  tar  away  to  save 
some  of  the  more  speculative  proj- 
ects. The  more  experienced  Ameri- 
can developers  will  most  likely  fare 
better  than  some  of  the  Germans. 
"■Many  German  developers  made 
mistakes,"  says  real  estate  broker 
Hettrich,  "but  the  America!}  devel- 
opers very  wiselv  concentrated  only 
on  prime  locations."  Oi 
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Rick's  Cabaret 
Chairman 
Robert  Watters 
Officials  wanted 
to  keep  the  stock 
off  Nasdaq, 
but  couldn't. 


Robert  Watters  claims  he  is  bringing  modern 
management  methods  to  the  topless  saloon  business. 

Naked  claims 


By  Christopher  Palmeri 

Rick's  Cabaret,  the  country's  first 
publicly  traded  topless  club,  touts  its 
Nasdaq  listing  on  a  billboard  in 
downtown  Houston.  Offered  last 
year  at  $3  a  share,  Rick's  was  recently 
$5  a  share.  With  revenues  of  under  $5 
million,  Rick's  has  a  market  capitaliza- 
tion of  $1 7  million,  or  47  times  earn- 
ings. Assuming  the  market  isn't  artifi- 
cially manipulated,  that's  a  pretty  im- 
pressive showing. 

The  mind  behind  Rick's,  and  own- 
er of  1 .8  million  of  its  shares,  is  Robert 
Watters,  a  44-year  «  Id  lawyer  with  an 
undergraduate  degree  (Voir:  the  Lon- 


don School  of  Economics  and  Politi- 
cal Science  who  likes  to  talk  about  the 
skin  trade  in  lofty  terms.  While  topless 
women  wiggle  their  hips  and  upper 
bodies  nearby,  he  talks  of  manage- 
ment theory,  letting  a  reporter  know 
he's  read  Peter  Drucker  and  studied 
W.  Edwards  Deming. 

He  talks  sweepingly  of  consolidat- 
ing the  fragmented  topless  entertain- 
ment business,  which  consists  of  some 
2,500  joints  grossing  about  $4  billion 
a  year. 

"I  want  to  take  this  industry  into  a 
wider  area  of  accessibility,"  Watters 


says.  "I  want  to  clean  it  up,  put  in 
controls  and  have  it  become  socially 
acceptable." 

He's  not  off  to  a  promising  start. 
Rick's  Cabaret  has  slipped  from  num- 
ber one  in  alcohol  sales  among  Hous- 
ton's topless  clubs  to  number  seven. 
The  company's  revenues  have  gone 
nowhere  in  three  years,  even  though 
Watters  has  been  advertising  heavily 
and  opened  a  new  discotheque  next 
door  to  the  strip  place  in  1994. 

In  February  Watters  lost  an  appeal 
in  a  long-running  lawsuit  with  a  for- 
mer partner.  This  puts  the  ownership 
of  the  land  and  building  that  houses 
Rick's  into  question. 

As  Watters  prattles  about  Nasdaq 
listings  and  management  theory,  the 
U.S.  Department  of  Labor  and  the 
Internal  Revenue  Service  may  force 
Rick's  and  other  such  clubs  to  pay 
their  dancers  like  other  employees, 
and  to  withhold  taxes  and  social  secu- 
rity. Presently  Rick's  treats  its  dancers 
as  independent  contractors,  charging 


so 
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them  $27  a  night  for  the  privilege  of 
performing.  The  dancers  make  their 
living  from  tips  and  $20-apiece  table 
dances — which  is  w  here  they  bump 
and  grind  up  close  with  a  customer  for 
the  length  of  a  song. 

In  short,  instead  of  paying  for  its 
floor  show,  the  club  makes  money 
from  it.  Of  course,  the  big  money 
comes  from  those  cover  charges  ($7  a 
head)  and  high-priced  drinks  ($5.80 
for  a  domestic  beer). 

Rick's  opened  in  1983  as  one  of  the 
country's  first  upscale  topless  joints. 
This  means  marble  floors,  overstuffed 
chairs,  a  good  sound  system,  valet 
parking  and  dancers  unadorned  with 
tattoos.  Rick's  original  partners  were 
Dallas  Fontenot,  a  veteran  in  the  Tex- 
as topless  industry,  and  Salah  Izzedin, 
a  Lebanese  oil  trader. 

By  the  late  1980s  the  partnership 
with  Izzedin  had  degenerated  into 
lawsuits  and  squabbles  amid  charges 
and  countercharges  of  drug  use,  em- 
bezzlement and  sexual  harassment. 
Izzedin  left,  taking  Cabaret  Royale,  a 
new  topless  club  the  group  was  build- 
ing in  Dallas.  Watters  and  Fontenot 
later  split.  Fontenot  got  the  newly 
opened  Colorado  Bar  &  Grill  in 
Houston.  Watters  became  sole  pro- 
prietor of  Rick's. 

His  old  partners  have  proved  tough 
competitors.  Fontenot's  Colorado 
Bar  &  Grill,  a  combination  topless 
bar,  sports  bar  and  hunting  lodge, 
frequently  tops  Houston's  Astro- 
dome in  alcohol  sales.  In  Dallas,  Salah 
Izzedin's  huge  Cabaret  Royale  be- 
came one  of  the  top  clubs  in  tow  n. 
Izzedin  has  since  sold  it. 

In  1990  Watters  tried  to  expand, 
buying  a  topless  club  in  Houston 
called  Caligula  21.  Within  a  year  the 
club  was  repossessed  by  the  former 
owner  because  Watters  couldn't  make 
his  payments. 

Heedless  of  the  competition  and 
his  ow  n  dismal  record,  Watters  claims 
his  company  will  have  nine  more 
Rick's  clubs  open  in  other  cities  by 
decade's  end.  He  has  already  an- 
nounced a  fancy  new  place  to  be 
opened  in  New  Orleans  in  October. 
"I've  studied  the  Nordstrom  way," 
he  says,  still  trying  to  impress  the 
reporter.  Last  year  NASD  officials  tried 
to  prevent  Watters  from  trading 
Rick's  on  Nasdaq's  National  Market 
System,  to  no  avail.  n 


If  unions  want  to  save  American  jobs, 
the  GM  strike  is  the  wrong  way  to  go. 

The  dilemma 


By  Jerry  Flint 

Bythetime  you  read  this,  the  strike  at 
General  Motors  will  be  over.  If  it  isn't, 
the  negotiators  at  GM  and  the  United 
Auto  Workers  are  inept. 

However  the  dispute  is  settled,  it 
won't  do  what  the  uaw  set  out  to  do: 
stop  GM  from  buying  more  parts  from 
outside  suppliers.  Outside  suppliers 
generally  pay  lower- than -law  wages, 
and  in  the  wildly  competitive  car  busi- 
ness, every  penny  of  cost  hurts  GM  and 
helps  competitors. 

The  whole  scene  got  me  thinking 
back  to  the  first  auto  strike  I  ever 
followed.  I  was  a  soldier  in  the  U.S. 
Army  in  Germany  then,  but 
my   future  father-in-law, 
Royce  Howes,  an  editorial 
writer  for  the  Detroit  Free 
Press,   wrote    about  that 
strike  at  Chrysler  in  1954.  I 
recently  reread  his  words. 

"In  auto  shops  the  strip 
which  frames  the  inside  of 
your  car's  w  indows  is  called 
garnish  molding.  Screws 
hold  it  in  place,  and  of 
course  there  must  be  holes 
for  the  screws. 

"How  many  of  those 
holes  can  reasonably  be 
drilled  in  eight  hours  by  HH 
Dodge  assembly  line  men 
was  the  seed  of  the  disagreement 
which  last  week  made  almost  45,000 
Chrysler  Corp.  workers  idle  and 
payless.  .  .  . 

"Until  June  28,  there  were  26  men 
installing  garnish  moldings.  Each  ac- 
complished the  entire  process.  The 
molding  was  adjusted,  clamped  in 
place,  holes  drilled,  screws  driven  and 
clamp  removed  by  the  individual 
man.  .  .  ." 

Then  Chrysler  ran  an  efficiency 
studv,  and  split  the  job.  Those  who 
fitted  didn't  clamp,  those  who 
clamped  didn't  drill.  You  get  the  idea. 

Now  the  worker  stayed  more  or  less 
in  place  as  the  car  passed  him.  Before, 


he  had  ridden  down  the  line  in  the  car 
and  walked  back  maybe  1 00  feet  to  his 
station,  breaking  the  pace  of  the  work. 
Now  Chrysler  figured  it  could  cut  the 
garnish  molding  crew  to  18  men  and 
move  the  other  8  to  other  jobs. 

But  some  hole  drillers  weren't 
keeping  up  in  the  new  system.  They 
were  sent  home,  and  eventually  two 
were  fired,  which  triggered  a  strike. 

My  father-in-law  wrote  that  De- 
troit couldn't  afford  this  type  of  strike. 
Throwing  45,000  people  out  of  work 
over  a  couple  of  holes  made  it  look 
like  a  contentious,  strike-happy  place. 


Striking  GM  at  Dayton 
It's  not  the  way  to  win  new  jobs. 


Events  proved  him  right.  Dodge 
Main  is  long  gone,  torn  down.  You 
don't  see  Toyota  or  Nissan  or  Honda 
or  Mercedes  or  BMW  building  its  new 
plants  in  Detroit.  Nor  GM,  Ford  and 
Chrysler.  The  business  is  tough 
enough  without  having  to  deal  with  a 
union  spoiling  for  a  fight. 

My  advice  to  the  UAW  is:  This  is  the 
wrong  kind  of  strike.  It's  not  going  to 
save  any  jobs  in  the  long  run,  and  it 
gives  your  plants  a  bad  rap.  Look,  I'm 
not  saving  everything  is  the  union's 
fault.  After  all,  it's  the  union's  job  to 
protect  its  workers.  But  shutting 
down  GM  isn't  the  way  to  go. 

In  the  next  few  years,  tens  of  thou- 
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Have  you  noticed  that  wild  animals  and  dead  people 
are  showing  up  increasingly  on  TV?  That's  because  they 
don't  have  unions  and  aren't  entitled  to  residuals. 

Actors  without 


sands  of  autoworkers  will  retire.  This 
means  layoffs  are  unlikely,  barring  a 
terrible  car  year,  and  current  UAW 
workers  are  probably  sate.  It's  poten- 
tial workers  we're  talking  about. 

If  the  UAW  plays  its  cards  right,  the 
jobs  lost  from  outsourcing  need  not 
leave  the  country  or  even  the  commu- 
nity. They  aren't  going  to  Germany, 
where  costs  are  even  higher,  or  to 
distant  Korea.  Some  go  to  Mexico, 
but  most  of  those  jobs  go  to  U.S. 
partsmakers.  Carmakers  like  suppliers 
close  by  for  just-in-time  deliveries. 

My  point  simply  is  that  striking  to 
save  $40-an-hour  jobs  will  cost  new 
$20-an-hour  jobs.  Don't  drive  the 
jobs  out  of  your  community  just  be- 
cause they  don't  pay  your  scales.  That 
won't  help  your  current  members, 
and  it  may  hurt  men  and  women  in 
the  same  community  who  desperately 
need  jobs.  Maybe  those  men  and 
women  in  unorganized  plants  will 
even  join  the  l  aw  it  the  union  sheds 
its  reputation  as  a  job-buster. 

The  UAW  leaders  are  practical  peo- 
ple. GM  makes  parts  in  Dayton  for 
Chrysler,  too,  but  the  union  let  the 
struck  plants  keep  building  those 
parts  to  keep  Chrvsler  from  defecting. 

As  practical  people,  the  UAW  leaders 
also  know  that  what  bothers  GM  isn't 
just  a  pay  difference.  In  cash,  it  can  be 
a  few  dollars  an  hour,  maybe  $18  to 
$19  an  hour  for  a  GM  worker,  maybe 
$  1 2  to  $  1 3  an  hour  for  a  supplier.  The 
major  cost  difference  is  in  benefits 
levels,  and,  most  important,  once  GM 
hires  someone,  it  can't  get  rid  of  him. 
Labor  has  become  a  fixed  cost. 

One  way  of  dealing  with  this:  let  GM 
hire  people  on  short-term  contracts, 
with  fair  pay  but  fewer  benefits.  In 
slow  times,  they  could  be  let  off  with- 
out penalty.  I've  seen  such  systems  in 
the  Netherlands  and  Japan.  These 
people  don't  need  to  stay  as  tempor- 
aries forever.  They  become  a  pool  of 
potential  replacements  for  retirees. 

Yes,  I  know  this  might  be  politically 
tough  for  the  UAW,  especially  after  the 
union  leaders  have  recently  pledged 
to  be  more  militant.  Rut  accepting  it 
would  protect  the  jobs  of  existing 
UAW  members,  create  new  jobs  within 
the  community  and  at  the  same  time 
allow  GM  to  cut  costs.  That's  what 
successful  collective  bargaining  is  all 
about:  seeing  that  there's  something 
in  it  for  both  sides.  ■ 


agents 

By  Robert  La  Franco 

Thudding  above  the  Siberian  tundra 
in  a  rented  Aeroflot  helicopter,  film- 
maker Mark  Stouffer  spent  five 
months  last  year  seeking  the  nearly 
extinct  Siberian  tiger.  The  resulting 


TV  nature  documentary,  Tijjers  of  the 
Snow,  captures  on  film  for  the  first 
time  the  sinewy  creature's  mating  rit- 
uals and  gory  feeding  frenzies. 

Stouffer  has  a  smash  hit  on  his 
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hands.  The  50-minute  documentary 
will  air  in  prime  time  on  NBC  in  the  fall 
of  this  year.  It  will  later  be  sold  as  a 
home  video. 

Suddenly,  nature  documentaries 
are  hot — and  no  longer  the  exclusive 
province  of  educational  TV.  Econom- 
ics has  a  lot  to  do  with  it.  Documenta- 
ries are  cheaper  to  film  than  most  TV 
fare — no  expensive  actors,  directors, 
writers  or  sets.  The  animals  and  plants 
are  nonunion,  not  entitled  to  residual 
payments  and  work  for  nothing.  Ti- 
gers of  the  Snow  was  produced  for 
slightly  more  than  SI  million,  but 
most  documentaries  are  filmed  for 
less  than  $500,000,  usually  for  far 
less.  Compare  that  with  a  typical  two- 
hour  movie  of  the  week,  which  might 
cost  $3  million  or  so  and  has  limited 
resale  value. 

After  being  bounced  from  ABC  20 
years  ago,  the  National  Geographic 
Specials  nature  series  was  relegated  to 
the  Public  Broadcasting  System.  NBC 
recently  bought  the  license  to  air  five 
or  six  new  installments  a  year.  It  has 
sold  time  on  the  show  to  such  adver- 
tisers as  Microsoft,  Chrysler  and  Mas- 
terCard for  around  $120,000  per  30- 
second  spot,  since  it  began  airing  in 
January  1995. 

Ad  agency  account  executives  say 
the  series  pulls  in  male  viewers  aged 
25  to  54,  a  typically  tough  crowd  to 
reach  with  TV.  Last  year  the  nonprofit 
National  Geographic  Society  separat- 
ed its  $70  million  (revenues)  televi- 
sion division  into  a  wholly  owned  for- 
profit  corporation. 

Pursuing  a  different  demographic 
segment,  last  foil  CBS  started  airing 
Really  Wild  Animals.  This  is  a  weekly 
Saturday  morning  nature  program  for 
children  also  produced  by  National 
Geographic  Television. 

The  networks  weren't  running 
blind.  In  ten  years  cable  TV's  Discov- 
er)' Channel  has  grown  into  a  $500 
million  (revenues)  company,  mainly 
on  the  strength  of  its  nature  and 
science  documentaries.  The  company 
now  has  a  multimedia  franchise  built 
around  shows  like  Sharks!  and  Beyond 
Planet  Earth.  It  exploits  the  appeal  of 
these  shows  through  a  retail  chain  of 
14  Discover}'  Channel  stores,  as  well 
as  a  worldwide  video,  book  and  CD- 
ROM  marketing  effort  through  7,000 
other  retail  outlets.  (Discovery  is 
owned  by  Cox  Cable  Communica- 


Discovery  Channel  poster  for  Sharks! 

Ted  Turner,  too,  is  getting  into  the  act. 


tions,  Advance/Newhouse  Commu- 
nications, TCI  Development  Corp. 
and  Discovery's  founder,  John  S. 
Hendricks. ) 

In  two  decades  of  living  hand-to- 
mouth  producing  wildlife  films  for 
PBS,  Mark  Stouffer  and  his  brothers, 
Marty  and  Marshall,  retained  all 
rights  to  the  shows  after  the  original 
broadcasts.  Smart  move.  In  the  last 
three  years  the  brothers  have  sold  $20 
million  worth  of  nature  videotapes. 
Next  year  they  will  license  their  entire 
series — 120  episodes  in  all — to  a  cable 
television  network,  and  they  are  now 
consulting  on  a  $16  million  Morgan 


Creek  Productions  feature  film  about 
their  adventures  as  nature  filmmakers. 

Five  years  ago  Turner  Broadcast- 
ing's Turner  Original  Productions 
and  the  British  Broadcasting  Corp. 
spent  $4.5  million  to  produce  The 
Trials  of  Life.  The  12-hour  series, 
distributed  here  by  Turner  and  Time- 
Life,  has  already  earned  over  $21 
million  in  the  U.S.  alone  for  the  two 
companies  combined.  Turner  hopes 
to  repeat  its  success  with  The  Private 
Life  of  Plants.  This  time  Turner  will 
retain  all  the  video  rights  to  the  show. 

It's  not  just  mating  in  the  wild. 
Other  kinds  of  documentaries  are 
gaining  ground  as  well.  In  1994  A&E, 
a  joint  cable  channel  venture  of  the 
Hearst  Corp.,  Capital  Cities/ABC  and 
NBC  expanded  its  one-hour  Biography 
series  from  once  a  week  to  five  times, 
and  last  year  added  a  sixth  night.  This 
kind  of  documentary,  leaning  heavily 
on  old  footage,  is  a  lot  cheaper  to 
produce  than  original  programming. 
The  few  actors  still  entitled  to  residu- 
als on  the  films  see  only  a  few  dollars 
from  each  use. 

Last  year  Foxstar  Productions  sold 
an  hour-long  biography  on  Betty 
Grable  to  A&E  for  $90,000,  and  it 
plans  to  produce  many  more  such 
programs.  Blockbusters?  No,  but  they 
can  turn  a  profit  on  revenues  that 
would  starve  most  original  program- 
ming. It  is  easy  for  them.  "'When  I 
took  this  job,  I  was  told  that  the 
studio  wanted  home  runs,  not  sing- 
les," says  Kevin  Burns,  senior  vice 
president  at  Foxstar.  "I  replied  that 
hitting  enough  base  hits  can  win  the 
World  Series."  K 


Are  you 
ready, 
Mother 
Nature? 


Marty  Stouffer  made 
his  name  filming  nature  in 
the  raw.  But  was  some  of 
the  rawness  staged? 

In  February  a  group  of 
animal  trainers,  park  man- 
agers and  biologists  ac- 
cused Stouffer  of  staging 
scenes  in  his  nature  docu- 
mentaries and  mistreating 
animals.  They  claimed  he 
tied  helpless  prey  to  trees 
with  fishing  line,  to  film 
predators  and  their  prey. 
They  also  allege  he  filmed 
killing-and-eating  scenes 


inside  a  cage  and  edited 
out  the  cage. 

Stouffer  denies  these 
charges,  but  admits  to 
filming  some  scenes  un- 
der controlled  settings. 
"That  fish  gulping 
down  a  minnow  is  filmed 
in  an  aquarium,  and  we 
have  filmed  our  own  fish- 
ers chasing  down  squir- 
rels in  the  wild,"  says 
Stouffer.  "To  me  it's  a 
benign  illusion,  not  a 
malicious  deception." 

-R.L.  mm 
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as   a  retirement  plan? 


Time  was,  it  could  be  your  wkole  plan.  Today  it  takes  more. 

That's  why  we  offer  Financial  Fitness.  It's  a  simple,  painless 
five-step  program  that  starts  with  a  conversation.  Just  you  and  an 
Equitable  representative. 

Together  you  look  at  your  entire  situation,  set  your  priorities, 
lind  a  strategy,  plan  your  next  steps  and  keep  your  strategy  updated. 

No  miracles.  No  hype.  Just  common  sense.  And  the  feeling 
ol  relief  that  comes  from  having  a  better  handle  on  things. 

You  know  tomorrow  won't  wait.  Get  in  touch  with  us  and  start 
taking  charge  of  it  today. 


H§p  EQUITABLE 

Power  Over  Tomorrow*" 


Equitable  is  The  Equitable  life  Assurance  Society  of  the  United  States,  New  York,  NY,  10019.  Financial  Fitness  refers  to  Financial  Fitness  Profile™  GE-96-46 


Why  are  the  rulers  of  1-billion-plus  Chinese 
threatening  a  mere  21  million  Taiwanese? 
Because  the  Taiwanese  have  freedom, 
and  freedom  is  contagious. 


How 


Taiwan 

J^^tl  is  §  invading 

L/iuna 


By  Andrew  Tanzer 

Why  has  Beijing  come  close  to  war 
over  the  status  of  Taiwan,  a  status 
that  hasn't  changed  much  in  almost 
five  decades? 

Not  from  any  military  threat:  Tai- 
wan has  less  than  2%  of  the  popula- 
tion of  China.  Not  from  any  threat 
to  Chinese  unity:  Taiwan  President 
Lee  Teng-hui  does  not  advocate 
political  independence  for  his  is- 
land, nor  does  he  deny  that  it  is 
Chinese.  There's  no  Fort  Sumter 
here,  no  articles  of  secession. 

Taiwan's  threat  to  Beijing  is  moral 
rather  than  material — and  therefore 
perhaps  a  greater  threat. 

The  free  election  fl  r  president  on 
Taiwan  on  Mar.  23  highlights  the 
embarrassing  contrast  K  veen  the 
modern  society  on  Taiwan  and  the 
primitive  one  in  China.  On  the  main- 
land are  1.2  billion  C  .  most  of 


them  dirt-poor,  many  illiterate  and 
oppressed  by  a  corrupt  ruling  elite. 
The  2 1  million  Taiwanese  are  free, 
solidly  middle-class  and  living  under 
a  relatively  unobtrusive  and  honest 
government. 

A  single  number  is  devastating  to 
Beijing:  In  Taiwan  the  average  in- 
come is  $12,000  per  head;  on  the 
mainland,  $500.  China  has  a  low 
Third  World  standard  of  living,  Tai- 
wan a  nearly  European  standard  of 
living.  And  yet  a  half-century  ago, 
Taiwan  was  nearly  as  backw  ard  as  the 
mainland. 

Taiwan's  economy  has  grown  at 
6%  per  annum  and  more  during  the 
past  30  years,  one  of  the  world's 
highest  and  best-sustained  growth 
rates.  Inflation  is  a  low  3.5%,  unem- 
ployment just  2%,  and  Taiwan  im- 
ports labor.  At  $12,000,  per  capita 


income  is  almost  on  a  level  with  Spain 
and  Ireland. 

Taiwan's  political  freedom  may,  in 
the  short  term,  cut  into  this  impres- 
sive economic  performance.  The 
newly  powerful,  popularly  elected 
parliament  slows  decision-making 
with  its  cantankerous  debates,  delay- 
ing projects  such  as  Taipei's  S17  bil- 
lion mass  transit  svstem.  A  strong 
environmental  lobby  has  forced  the 
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government  to  shelve  a  much  needed 
nuclear  power  plant.  Welfare  spend- 
ing by  the  government  has  surged 
over  the  past  five  years.  The  budget, 
consistently  in  surplus  in  the  late 
1980s,  is  now  $6  billion  in  the  red. 
Last  year  Taiwan  implemented  a 
1  costly  national  health  insurance  plan. 
But  Taiwan  can  afford  these  lux- 
uries— government  spending  is  a 
low  29%  of  gdp.  The  mainland,  by 


contrast,  can  just  barely  feed  its 
population. 

Taiwan  has  been  a  laboratory  in 
which  capitalism  was  tested  against 
socialism  in  a  Chinese  setting,  and 
capitalism  has  won  hands  down. 

Yet  politically  the  Communists  in 
Beijing  and  the  Kuomintang,  or  Na- 
tionalists, in  Taipei  share  common 
roots.  The  KMT  was  founded  by  Sun 
Yat-sen,  a  Hawaiian-educated  Can- 


Forbes  ■  April  8,  1996 


tonese,  and  his  supporters,  who 
overthrew  the  Manchu  dynasty  in 
191  i.  By  the  1920s  Bolshevik  influ- 
ence was  powerful  in  the  KMT,  with 
non-Chinese  agents  of  the  Commu- 
nist International  wielding  great  in- 
fluence in  the  party.  The  KMT  be- 
came a  quasi- Leninist  party,  tightly 
centralized,  hierarchical,  with  a  sinis- 


ter secret  police,  active  propaganda 
organs  and  party  cells  penetrating 
society.  Only  in  1927  did  the  Na- 
tionalists under  Chiang  Kai-shek 
break  w  ith  the  orthodox  Communist 
forces — a  historic  event  memorial- 
ized in  Andre  Malraux's  great  novel, 
Man  V  Fate. 
Nevertheless,    both    parties  re- 


Generalissimo 
Chiang  Kai-shek 
He  dreamed 
of  recovering 
the  mainland; 
his  heirs 
built  a 
dynamo 
in  Taiwan. 


mained  essentially  totalitarian. 
When,  in  the  aftermath  of  World  War 
II,  Chiang  Kai-shek  lost  the  civil  war 
to  his  former  Communist  allies  in 
1949,  he  and  2  million  of  his  soldiers 
and  their  followers  crossed  the  Tai- 
wan Strait.  After  an  unpromising 
start  marked  by  massacres  of  native 
Taiwanese,  there  occurred  one  of  the 
most  astounding  transformations  of 
this  century:  A  corrupt  and  brutal 
semifascist  regime  slowly  became 
honest  and  efficient  and  turned  a 
once  backward  island  into  a  bustling 
workshop. 

In  their  knapsacks  Chiang's  sol- 
diers brought,  if  not  democracy,  a 
modicum  of  free  enterprise.  Estab- 
lished on  the  island  and  protected  by 
a  1 00-mile-wide  body  of  water,  they 
gave  land  to  the  tillers,  encouraged 
entrepreneurs  and  committed  them- 
selves to  a  sound  monetary  policy. 
The  free  market  economics  was  en- 
couraged by  American  advisers,  fresh 
from  their  success  in  helping  bring 
reform  to  Japan.  Chiang  and  his  ad- 
visers were  convinced  that  hyperinfla- 
tion in  the  late  1940s  was  a  key  rea- 
son he  had  lost  the  civil  war  to  Mao. 
The  chastened  Kuomintang  leader- 
ship saw  sound  money  and  free  enter- 
prise as  the  best  economic  policies  for 
Taiwan. 

The  land  reform  gave  Taiwanese 
peasants  a  stake  in  a  private  property 
system.  The  old  landlords  weren't 
liquidated  or  confiscated,  but  were 
turned  into  capitalists,  with  shares  in 
state  corporations  as  compensation. 

As  part  of  its  economic  policy,  the 
Taiwan  KMT  used  taxes  and  exchange 
controls  to  discourage  huge  corpora- 
tions from  emerging.  There  are  now 
1  million  registered  firms  on  Taiw  an. 
A  sharp  contrast,  this,  to  another 
Asian  economic  miracle,  South  Ko- 
rea, which  w  as  developed  by  a  hand- 
ful of  giant  conglomerates. 

Chiang  Kai-shek  died  in  1975 
and  was  succeeded  as  leader  by  his 
son,  Chiang  Ching-kuo,  a  complex 
and  enigmatic  figure.  Educated  in 
Stalinist  Russia  and  married  to  a 
Russian,  he  was  known  for  his  ruth- 
lessness  in  dispatching  black  mar- 
keters and  currency  speculators  in 
Shanghai  in  the  days  before  the 
city  fell  to  the  Communists. 

Chiang  Ching-kuo  was  no  liberal, 
but  whereas   his   father  fantasized 
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about  reconquering  the  mainland 
with  American  help,  the  son  focused 
on  strengthening  the  last  outpost  of 
anticommunism  in  China.  After  his 
early  misdeeds,  he  treated  the  local 
people  well,  promoting  native  Tai- 
wanese in  the  party  and  government. 
One  of  the  first  Taiwanese  trained  for 
leadership  in  those  early  days  was  an 
agricultural  economist  named  Lee 
Teng-hui. 

The  two  Chiangs,  in  short,  were 
not  so  much  ideologically  committed 
to  capitalism  as  tolerating  it  out  of 
practical  necessity:  They  saw  that 
capitalism  would  create  a  stronger 
economy  than  socialism  ever  could. 
Perhaps  without  quite  meaning  to, 
they  had  set  Taiwan — and  eventually 
China — on  the  road  from  serfdom. 

In  theory,  Taiwan's  ruling  Kuo- 
mintang  party  still  wields  great  pow- 
er. It  has  big  stakes  in  media,  manu- 
facturing, trading,  real  estate  and  fi- 
nancial services,  its  assets  easily 
totaling  over  $8  billion.  As  a  political 
force,  however,  the  kmt  is  flickering. 
Like  Japan's  Liberal  Democratic  Par- 
ty, the  KMT  has  an  image  problem, 
appearing  too  close  to  big  business 
and  underworld  elements.  It  has 
trouble  fielding  enough  attractive 
candidates. 

The  KMT's  standard-bearer  Lee 
Teng-hui,  however,  is  not  cut  from 
the  old  cloth.  A  proud  and  scholarly 
native  Taiwanese,  Lee  is  not  a  party 
man,  though  the  party  has  embraced 
him.  "The  party  needs  Lee  more 
than  he  needs  the  party,"  says  Anto- 
nio Chiang,  publisher  of  the  Journal- 
ist, a  leading  local  political  magazine. 

Recently  the  KMT  has  shown  signs 
of  breaking  up.  Two  of  Lee's  three 
fellow  contenders  for  president,  Lin 
Yang-kang  and  Chen  Li-an,  are  for- 
mer KMT  heavyweights  who  turned 
their  backs  on  the  party  and  are  run- 
ning as  independents.  "The  kmt  has 
no  authority,"  says  publisher  Chiang, 
whose  publications  were  banned  80 
times  by  the  kmt  before  the  end  of 
martial  law  in  1987. 

With  the  party  weakening,  and 
I  with  economic  decision-making  dis- 
!  persed  among  tens  of  thousands  of 
I  individuals  and  family  firms  rather 
I  than  concentrated  in  a  bureaucracy 
]  or  in  a  few  private  hands,  the  econo- 
I  my  has  been  able  to  adjust  quickly  to 
I  rising  labor  costs.  From  the  1960s 


President  Lee 
Teng-hui  (left) 
and  running  mate 
Lien  Chan 
The  first 
democratic 
election 
for  leader  in 
Chinese  history. 


to  the  early  1980s,  Taiwanese  indus- 
try was  predominantly  labor-inten- 
sive enterprises  producing  and  ex- 
porting electric  appliances,  foot- 
wear, textiles,  sporting  goods,  toys. 
When  the  currency  appreciated  in 
the  late  1980s  and  wages  and  land 
costs  rose,  Taiwan's  businessmen 
quickly   shifted   to  manufacturing 


value-added  electronics  products. 

Today  this  once-backward  island  is 
the  world's  leading  exporter  of  note- 
book computers  and  computer  mon- 
itors, kevboards,  scanners  and  point 
ing  devices.  (For  some  attractively 
priced  Taiwanese  public  companies, 
see  story,  p.  118.) 

First  came  the  prosperity,  then 
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rising 
middle  class 
forced  open 
the  political 
system. 


came  freedom — as  evidenced  in  this 
month's  fret  election.  Joseph  Wu,  an 
Ohio  State  University-educated  po- 
litical scientist  at  Taiwan's  National 
Chengchi  University,  explains: 
"When  people  have  money  and  edu- 


cation, they  become  more  assertive 
and  seek  more  freedom." 

"■Social  and  economic  progress  lay 
the  foundation  for  political  democra- 
cy," concurs  Cheng  You-ping,  an 
MIT-trained  professor  at  Taipei's  Na- 


tional   Chung    Hsing  University. 
"There  was  a  bottom-up  pressure  [in 
Taiwan],  and  then  the  top  followed 
society's  lead."  The  transition  to  de- 
mocracy was  smoothed  by  Taiwan 
society's  highly  equitable  distribu- 
tion of  income. 
|     As  foreign  exchange  flooded  in, 
|  the  government  relaxed  restrictions 
I  on  overseas  travel.  Taiwanese  tourists 
g  poured  overseas;  over  20%  of  the 
|  population  travels  abroad  each  year. 
1  Most  Taiwanese,  through  travel  or 
i  contact    with    relatives    who  live 
abroad,  have  firsthand  knowledge  of 
the  advantages  of  democracy. 

Foreign  movies,  television  shows, 
books  and  ideas  poured  into  the  is- 
land. "Milton  Friedman  was  widely 
read  here  in  the  late  1970s  and  early 
1980s  bv  middle-class  educated  peo- 
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pic,"  recalls  Paul  Hsu,  a  leading  Tai- 
pei lawyer. 

It  would  be  hard  to  exaggerate  the 
influence  of  Taiwanese  students  re- 
turning from  America  instilled  with 
new  values  and  ideas  of  individual 
ism,  consumerism,  freedom  and  de- 
mocracy. For  most  of  the  past  two 
decades  Taiwanese  have  constituted 
the  largest  foreign  student  body  in 
the  U.S.  Today  an  American  doctor- 
ate is  almost  a  prerequisite  for  a 
cabinet  post.  President  Lee  Teng- 
hui  earned  his  Ph.D.  at  Cornell,  Pre- 
mier Lien  Chan's  is  from  Chicago, 
Foreign  Minister  Fredrick  Chien  is  a 
Yale  graduate. 

In  recent  years,  out  of  necessity, 
the  mainland  government  has  relaxed 
its  iron  grip  on  the  economy  and 
permitted  foreign  investment  and 
private  enterprise — up  to  a  point. 
Taiwanese  businessmen  have  been 
quick  to  seize  opportunity  in  China, 
moving  labor-intensive  export  indus- 
tries such  as  footwear  and  textiles 
across  the  Taiwan  Strait  by  way  of 
Hong  Kong,  and  tapping  into  the 
vast  Chinese  market. 

Taiwanese  are  the  second-largest 
foreign  investors  in  China  after 
Hong  Kong  business  people,  sink- 
ing in  a  cumulative  $24  billion,  ac- 
cording to  official  Taiwan  statistics. 
China  is  now  the  island's  second 
largest  export  market — after  the 
U.S. — taking  about  $20  billion  of 
merchandise  a  year.  Many  of  the 
exports  from  Taiwan  to  China  are  in 
the  form  of  materials  and  semifin- 
ished goods  to  be  turned  into  sal- 
able merchandise,  in  Taiwanese- 
owned  factories,  by  cheap  mainland 
labor.  Increasingly,  though  unoffi- 
cially, the  two  economies  are  be- 
coming intertwined  after  decades  of 
isolation. 

But  this  economic  integration  has 
not  prevented  the  political  conflicts 
that  lay  behind  Beijing's  missile 
threats  against  Taiwan  and  sent  two 
U.S.  carrier  groups  steaming  into 
the  area.  As  political  freedom  spread 
to  Taiwan  in  the  wake  of  economic 
liberalization,  so  it  is  starting  to  in- 
fect mainland  Chinese.  They  are  in- 
creasingly aware  that  their  Taiwan- 
ese relatives  have  a  better  life,  eco- 
nomically and  in  nearly  every  other 
way.  This  spreading  knowledge  does 
nothing  to  make  it  easy  for  the 


Communist  bosses  to  retain  control. 

Although  China  accuses  Lee  of  fo- 
menting independence  in  Taiwan, 
neither  Lee  nor  the  government  has 
changed  the  official  line  that  the  is- 
land and  the  mainland  are  both  parts 
of  a  single  China.  Lee  simply  advo- 
cates for  now  what  most  Taiwanese 
desperately  want:  to  preserve  the  fic- 
tion of  unity  along  with  the  status 
quo  of  autonomy.  The  Taiwanese 
consider  themselves  Chinese,  but  do 
not  want  to  be  ruled  by  the  totalitar- 
ians  in  Beijing.  They  pity  their  Hong 
Kong  compatriots  who  are  about  to 
be  delivered  to  Beijing's  mercy. 

In  this  context  Taiwan's  free  and 


Still  growing 


Imports 


tailed  to  rally  to  the  Red  banner 
in  WWII. 

In  the  struggle  to  succeed  the 
ailing  Deng  Xiaoping,  now  91,  the 
current  weak  and  insecure  leader- 
ship must  curry  favor  with  the  Peo- 
ple's Liberation  Army.  As  long  as 
the  3 -million- man  army  obeys  the 
generals,  the  men  with  braid  on 
their  caps  control  the  ultimate  le- 
vers of  power  on  the  mainland. 
Since  the  generals  need  an  issue  to 
justify  their  power  and  perks,  they 
are  hawkish  on  Taiwan.  It  enables 
them  to  pose,  not  as  jailers  for  their 
own  people,  but  as  guardians  of 
China's  sovereignty. 


Real  GDP  (1986=100) 


'86  '88 

Source:  HG  Asia  Securities.  Taiwan 

Remarkably,  Taiwan  has  maintained 
a  brisk  economy  while  making 
the  wrenching  move  from 
authoritarianism  to  democracy. 
Growth  rates  have  slowed  in  the 
1990s,  but  are  still  strong  for  an 
economy  with  income  levels  as  high 
as  Taiwan's.  Trade  continues  to  surge. 


open  election  was  a  slap  in  the  lace 
to  Beijing.  It  came  w  hen  the  totali- 
tarian rulers  need  an  issue  to  build 
support  around.  The  official  Com- 
munist theology  no  longer  serves;  it 
is  a  laughingstock.  In  threatening 
Taiwan,  Beijing  hopes  to  wrap  itself 
in  the  banner  of  Chinese  national- 
ism— much  as  Stalin  did  with  Rus- 
sian nationalism  when  his  people 


In  some  ways  Beijing's  rulers  felt 
much  more  comfortable  when  the 
old  KMT  ruled  Taiwan  with  a  cruel 
and  undemocratic  hand.  Today,  the 
majority  native  Taiwanese  control 
the  party  and  the  government.  A 
Taiwan  that  is  both  politically  free 
and  economically  prosperous  is  a 
terrible  reproach  to  the  old  men  in 
Beijing. 
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It  may  be  garbage  to  you,  but  Brad  Jacobs 
makes  splendid  music  with  it. 

The  geeky 
garbageman 


By  James  Samuelson 

With  owl-like  glasses,  soft  hands 
and  a  taste  for  classical  music,  Bradley 
Jacobs  is  a  most  unlikely  garbageman. 
He  reviews  his  trash  company's  week- 
ly operating  results  with  Wagner,  a 
Bach  fugue  or  Schubert  blaring  in  the 
background.  "[In  business]  you  have 
to  create  a  harmony,'"  says  the  39- 
year-old  Bennington  College  drop- 
out to  explain  the  link  between  music 
and  finance. 

Creating  harmony  is  the  principle 
behind  Jacobs'  Greenwich,  Conn.- 
based  United  Waste  Systems.  Jacobs 
buys  family-run  garbage  routes  in  ru- 
ral regions  and  combines  them  with 
adjacent  routes.  He  can  afford  to  pay 
handsome  prices  because  he  knows  he 
can  enhance  his  investment  with  cost- 
cutting  and  better  management.  If  you 
think  about  it,  that's  a  kind  of  harmony. 
Last  year  Jacobs  bought  41  garbage 
companies,  boosting  United  Waste's 
revenues  by  64%,  to  $212  million. 

While  Si  1  billion  (sales)  Waste  Man- 
agement International  and  $5.8  billion 
(sales)  Browning-Ferris  haul  waste  in 
urban  centers,  United  Waste  sticks  to 
residential  trash  in  rural  areas  in  11 
states.  "We  are  not  in  medical  waste," 
says  Jacobs,  "we  are  not  in  hazardous 
waste,  we  are  not  in  incineration." 

Simple  ideas  often  garner  the  best 
results:  United  Waste's  24%  operat- 
ing margin  easily  beats  Waste  Man- 
agement's 18%  and  Browning-Fer- 
ris' 14%. 

To  see  United  Waste's  harmony  in 
action,  look  at  the  company's  move 
into  Massachusetts.  Last  September 
Jacobs  bought  Partyka  Systems,  a 
western  Massachusetts-based  owner 
of  two  landfills  and  a  hauling  compa- 
ny, for  about  $40  million  cash.  Five 
months  later  Jacobs  bought  nearby 


Commercial  Disposal  and  six  other 
small  local  firms  for  another  $20  mil- 
lion. Combining  the  eight  separate 
businesses,  Jacobs  was  able  to  let  13 
employees  go  and  save  $1.3  million  in 
annual  expenses.  Operating  margins 
have  more  than  doubled,  to  24%. 

Before  Jacobs  came  in,  little  Bel- 
chert  own,  Mass.  was  served  by  two 
trucks  from  two  companies.  One  firm 
picked  up  trash  outside  600  homes 
even'  Wednesday  and  Thursday;  the 
other  served  125  homes  every  Friday. 
Now  a  single  two-man  United  Waste 
truck  picks  up  trash  from  all  725 
homes  once  a  week. 

Linked  Waste  also  saves  money  by 
owning  its  disposal  sites.  In  Minneso- 
ta, for  example,  United  Waste  picks 
up  garbage  in  the  state's  southern  tier, 
then  hauls  the  trash  to  its  own  landfill 
in  Iowa.  What  it  saves  on  dumping 
fees  more  than  makes  up  for  the  long- 


Jife 


United  Waste 
Systems'  Brad 
Jacobs 
Always  on 
the  prowl  for 
more  trash 
companies: 
"There  are 
thousands  of 
targets." 


A  United  Waste 
dump  in  West 
Springfield,  Mass. 
Jacobs  sticks  to 
rural  areas  and 
leaves  big, 
messy  cities  to 
competitors. 
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er  haulage.  Browning-Ferris  pays  $45 
a  ton  to  dump  at  the  downtown 
Minneapolis  burn  plant.  The  eost  at 
United's  Iowa  landfill:  $29  a  ton. 

Perhaps  because  he  is  at  least  a  little 
embarrassed  about  being  in  the  gar- 
bage business,  Jacobs  gets  a  bit  high- 
flown,  almost  geeky,  when  talking 
about  what  he  does.  "I've  found  it 
impressive  that  through  the  power  of 
mind  and  speech,  money  can  be  mate- 
rialized in  very  large  quantities,"  he 
says.  His  point,  in  ease  you  missed  it,  is 
that  you  need  a  sharp  intellect  to 
succeed  in  business  these  days. 


A  few  years  after  dropping  out  of 
college  in  1975,  Jacobs  wound  up 
brokering  oil  for  Amerex  in  New  Jersey. 
He  left  for  London  in  1984  to  trade  oil 
for  Hamilton  Resources  in  odd  spots  of 
the  world  that  the  major  oil  companies 
ignored.  By  the  time  he  quit  in  1988, 
Jacobs  had  stashed  away  $7  million. 

What  to  do  w  ith  the  money?  Jacobs 
remembered  reading  an  analyst's  re- 
port about  how  both  Browning-Ferris 
and  Waste  Management  were  coining 
money  from  waste.  More  reading  re- 
vealed that  the  Environmental  Protec- 
tion Agency  was  planning  to  close 


hundreds  of  landfills  that  didn't  meet 
tough  environmental  standards.  From 
his  reading  Jacobs  deduced  that  the 
prices  of  the  landfills  that  the  EPA 
wasn  V  planning  to  close  would  soon 
rise.  He  deduced  correctly. 

But  Jacobs  knew  precious  little 
about  the  $32  billion  garbage  busi- 
ness. No  matter:  Intellect  and  clear 
thinking  are  all.  In  July  1989  he 
formed  United  Waste  and  used  a 
head-hunting  firm  to  find  smart  oper- 
ating people.  Among  those  Jacobs 
interviewed:  former  Browning-Ferris 
officials  Gregory  Orr  and  William 
Rothrock.  They  told  Jacobs  that  their 
former  employer  was  ignoring  rural 
areas,  where  most  of  the  landfills  the 
EPA  didn't  plan  to  close  were  situated. 
Jacobs  hired  Orr  and  Rothrock  in 
October  1989  (though  they  later  left 
to  join  Sanifill,  Inc.,  a  competitor). 

He  next  took  his  geeky  act  on  the 
money-raising  circuit,  bringing  in 
about  $5  million  from  a  group  of  early 
investors  that  included  former  Philipp 
Brothers  chairman  Ludwig  Jesselson, 
Paine  Webber  managing  director 
James  Groninger  and  Texas-based 
oilman  Eugene  Isenberg.  He  also 
raised  $25  million  through  a  private 
placement  from  PaineWeblier. 

In  November  1991  Jacob>s  spent 
$4  million  to  buy  United  Waste's  first 
landfill,  in  upper  Michigan. 

Jacobs  took  the  company  public  in 
December  1992,  raising  $41  million 
for  34%  of  the  company.  8ince  then, 
he's  gone  back  to  the  market  three- 
times,  raising  another  $120  million  in 
equity.  He's  plowed  the  money  back 
in  to  acquire  more  companies. 

From  the  time  the  firm  went  public 
its  Nasdaq-traded  shares  have  qua- 
drupled, from  $12  to  a  recent  $49. 
Jacobs  recently  sold  36%  of  his  stake, 
or  440,000  shares,  pocketing  $20 
million.  His  remaining  785,000 
shares,  about  4%  of  the  company,  are 
worth  $39  million,  13  times  his  $3 
million  original  investment.  Last  vear 
United  Waste's  net  profits  jumped 
56%,  to  $26.6  million,  or  $1.56  a 
share.  This  year  United  Waste  will 
probably  earn  $2.10  a  share. 

All  of  the  profits  will  be  plowed 
back  into  more  acquisitions.  "There 
are  only  half  a  dozen  serious,  well- 
capitalized  public  company  buyers," 
Jacobs  declares,  "and  there  are  literal- 
ly thousands  of  targets."  IBB 
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WHEN  JOBS  THAT  . . 
TAKE  MINUTES.  ITS7 
A  BUSINESS  A6VAN 

ITS  AN  INVITATION 
ABSOLUTE  DOMINA 


You're  cordially  invited  to  run  your  database  one  hundred 


times  faster*  To  keep  warehouses  of  information  at  your 


fingertips.  And  turn  queries  that  were  once  a  waste  of  time 


into  market  leverage.  Innovative  enterprises  around  the  world 


have  already  accepted.  After  all,  the  unparalleled  industry 


benchmarks  set  by  our  VLM64  technology  are  hard  to  ignore. 


^mw^^jeries        -s  tjrje  cjoance  t0  command four  billion 


times  the  memory  of  32-bit  technology.  Naturally, 


ssSSfcSu?*8     Oracle,  Sybase,  SAP  and  othei 


VLM64  TECHNOLOGY. 
INFORMATION  IN  OVERDRIVE. 


software  makers  are,  to  put  it  mildly,  impressed.  Enough  to 


create  advanced  applications  and  databases  specifically  for 


the  Digital  UN IXs and  OpenVMS^ systems.  Empowering 


businesses  to  reap  the  full  potential  of  our  64-bit,  very  large 


memory  technology.  And  put  absolute  dominance  within 


your  grasp.  To  reserve  your  place,  call 
WHATEVER  IT  TAKES SM     1-800-DIGITAL  (press  4),  visit  us  at 


BQBBDBD 


http:llwww.digital.com  or  e-mail  to  moreinfo@digital.com. 

ACA 

'Performance  information,  benchmarked  by  Oracle  Corporation,  running  Oracle?.™  Details  available  upon  request.  'Complex  queries  performance 
testing  based  on  five-way  joins  and  ad  hoc  queries  based  on  three-way  joins  £1996  Digital  Equipment  Corpoiation.  Digital,  the  DIGITAL  logo  and 
OpenVMS  are  trademarks  and  Whatever  It  Takes  is  a  service  mark  of  Digital  Equipment  Corp  UNIX  is  a  registered  trademark  in  the  United  States 
and  other  countries,  licensed  exclusively  through  X/Open  Company.  Ltd  Digital  UNIX  V3.2  on  Alpha  is  an  X/Open  UNIX93  branded  product. 
0racle7  is  a  trademark  of  Oracle  Corporation.  All  other  products  are  trademarks  or  registered  trademarks  of  their  respective  companies. 
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Healthy  choice.5 

AT&T'S  PHONE  LINES  have 

been  jammed  with  interest- 
ed subscribers  ever  since 
its  much-hyped  offer  in 
February  of  tree  Internet 
time.  Caroline  Vanderlip 
hopes  these  callers  will 
form  the  core  of  the  new 
on  line  customer  base 
AT&T  so  desperately  wants. 

Vanderlip,  4 1,  is  head 
of  the  new  personal  on-line 
services  group  and  is 
about  to  gamble  an  esti- 
mated $100  million  to 
build  niche  sites  directly  on 
the  Internet.  Her  first,  a 
health  and  fitness  service, 
goes  on-line  in  June.  Us- 
ers will  be  able  to  do  things 
like  buy  exercise  equip- 
ment or  sign  up  for  local 
maternity  classes.  This  af- 
ter AT&T  wasted  about  two 


years  and  at  least  $  1 00 
million  dart-throwing  at 
various  broad  proprietary 
content  services  like  Net- 
work Notes  for  Lotus 
Notes  users.  "Consumers 
don't  want  unlimited' 
choice,11  says  Vanderlip, 
w  ho  plans  up  to  ten  more 
niche  services  within  the 
next  two  years. 

She's  good  at  spotting 
niches,  having  helped  de- 
velop cable  business 
channel  cnbc  during  her 
eight  years  at  NBC.  At 
AT&T  since  last  March,  she's 
now  aiming  for  $1  billion 
in  on-line  revenue  in 
five  years. 

AT&T's  Caroline  Vanderlip 
The  bull's-eye  in  a  dart- 
throwing  strategy? 


De-fense! 

Faced  win  i  the  threat 
that  18  of  its  30  teams  ma\ 
move  to  other  cities  un- 
less they  get  new  or  reno- 
vated stadiums,  the  Na- 
tional Football  League  is 
beefing  up  the  defense.  It 
has  hired  Richard  Horrow, 
a  Mia  mi -based  sports 
lawyer  and  stadium  devel- 
opment consultant,  to 
help  keep  teams  home. 
"My  mission  is  to  avoid 
franchise  free  agen- 
cy,11 he  says. 

Horrow,  41, 
knows  how  to  get  a 
stadium  built.  He 
founded  Florida's 
Dade  County 
Sports  Authority 
in  1980,  de- 
veloping the 
Miami  Arena 
and  Joe  Rob- 
Richard 
Horrow 
Tackling 
stadiums. 


bie  Stadium.  On  his  own 
since  1987,  Horrow  recently 
consulted  tor  Oklahc  >ma 
City,  which  paid  him 
$180,000  to  develop  a  $285 
million,  nine-facilitv  project. 

Now  he'll  do  the  same 
for  the  NFL — negotiating 
leases,  coming  up  with  fi- 
nancing plans,  mediating 
disputes.  His  first  big  test: 
Making  sure  the  $eattle 
Seahawks  and  Houston 
Oi lers — would-be  defec- 
tors— stay  put. 


Highflier 


OUT  OF  BANKRUPTCY  a 
mere  year  and  a  half,  Phoe- 
nix-based America  West 
just  unveiled  an  ambitious 
two-year  plan  to  increase 
revenues  to  $2  billion  from 
$  1 .6  billion  last  year. 
Leading  the  charge  is  Scott 
Davis,  29,  the  airline's 
new  vice  president  of  mar- 
ket planning.  He  selects 
routes,  schedules  flights, 
sets  prices  and  manages 
alliances  with  other  carri- 
ers. "We're  the  head- 
water of  the  airline,11  says 
Davis. 

With  a  1991  M.B.A. 
from  Vanderbilt  Universi- 
ty, Davis  spent  four  years 
in  finance  at  American  Air- 
lines before  a  brief  stint  at 
Texas  Pacific  Group,  an  in- 
vestment fund  with  stakes 
in  America  West  and 
Continental. 

At  America  West  since 
October,  Davis  will  be  de- 
ploying the  carrier's 
planned  2  1  new  two-en- 
gine jets  to  new  destina- 
tions like  San  Antonio,  Mi- 
ami and  Anchorage.  He'll 


also  spend  $10  million  on 
forecast  demand  soft- 
ware. "We're  not  going  to 
get  the  cart  before  the 
horse  this  time,"  says  Da- 
vis, "and  grow  before  w  e 
can  execute."  BH 


America  West's  Scott  Davi 
Piloting  a  growth  plan. 
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Responsive  Solutions  - 
Raising  the  level  of 
confidence  as  fast  as  the 
level  of  capital.  M 


As  capital  markets  alternatives  become  Perhaps  First  Union  should  be  on  your  short  list 

increasingly  more  complex,  the  search  for  appropriate  if  you're  looking  for  a  capital  markets  partner.  We'd 

financial  applications  may  be  more  of  a  challenge  like  the  opportunity  to  show  you  why. 
than  ever  before. 

At  First  Union  Capital  Markets  Group,  we  offer  jm.C?W 
an  objective,  client-driven  approach  to  raising  capital.  ^IfrnfiN 
We  provide  the  industry  expertise,  the  strategic  *  ] 

access  and  the  relationship  focus  that  result  in 
responsive  solutions. 


Capital  Markets  Group 


©1996  First  Union  Corporation 
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Who  would  pay  $3,500  for  a  refrigerator? 
Enough  people  to  make  Sub-Zero's  Jim  Bakke 
exceedingly  prosperous. 


Cool! 


Chicago  Bulls  star  Michael  Jordan 
just  installed  13  Sub-Zero  refrigera- 
tors in  his  new  25,000-square-foot 
Chicago  house.  That's  about 
$50,000  to  insure  he  won't  have  to 
walk  far  for  a  cold  glass  of  milk  in  the 
middle  of  the  night. 

Haim  Saban,  the  creator  of  the  hit 
cartoon  characters  Mighty  Morphin 
Power  Rangers,  plans  to  install 
between  15  and  20  Sub-Zeros 
in  his  new  $20  million  Beverly 
Hills  pad.  One  each  for  the 
home  office  kitchen,  the  staff 
kitchen,  the  regular  kitchen, 
the  guesthouse  kitchen  and 
the  kitchen  that  the  chefs  use 
when  they're  just  whipping  up 
a  snack  for  themselves. 

Orders  like  this  bring  big 
smiles  to  James  Bakke,  41, 
chief  executive  of  privately 
held  $135  million  (sales)  Sub- 
Zero  Inc.  Based  in  Madison, 
Wis.,  the  50-year-old  compa- 
ny produces  only  superexpen- 
sive  ($3,500  and  up)  built-in 
units.  This  is  not  a  huge  busi- 
ness; it  makes  up  onlv  about 
1%  to  2%  of  the  8.5-million- 
unit  refrigerator  market. 

But  it  is  a  market  that  Sub- 
Zero  dominates  with  a  ham-  BHB 
merlock  70%  share — much  to 
the  dismay  of  General  Electric  and 
Whirlpool,  both  of  which  have  been 
trying  for  years  to  crack  the  high-end 
market. 

Keep  in  mind  that  refrigerators  are 
basically  steel  and  plastic  boxes  that 
blow  cooled  air  around.  But  the  ce- 
lebrity and  "power  nester"  sets  don't 
think  of  them  as  just  so  much  steel  and 
plastic.  They  willingly — even  eager- 
ly— pay  six  times  the  cost  of  a  basic 
freestanding  til-:  model.  Do  they  wor- 
ry that  their  Ferraris  cost  five  times  as 
much  as  a  Cadillac?  "I  know  it's  push- 
ing it  to  pay  this  kind  of  money  for  a 


refrigerator,  but  the  architect  told  us 
we  should  have  it  for  the  apartment's 
resale  value,"  alibis  a  Manhattan  car- 
diologist and  avid  cook.  The  doc  just 
installed  a  Sub-Zero  in  his  apartment. 

How  has  Sub-Zero  captured  this 
cachet?  The  effort  began  modestly 
enough  50  years  ago,  when  James 
Bakke's  grandfather,  Westye  Bakke, 


A  Sub-Zero,  the  Ferrari  of  fridges 
Is  a  cold  glass  of  milk  really  worth  $3,500? 


started  making  home  freezers — a 
comfortable,  not  particularly  glamor- 
ous little  business  that  bumped  along 
until  the  1950s.  Then  his  son,  Law- 
rence (Bud)  Bakke,  came  up  with  the 
concept  of  built-in  refrigerators — ap- 
pliances made  24  inches  deep,  instead 
of  the  usual  27  inches  to  30  inches,  so 
they  would  be  the  same  depth  as 
standard  kitchen  cabinets.  The  idea 
was  to  cash  in  on  the  growing  market 
for  classy  custom  kitchens. 

By  the  Sixties  Sub-Zero  was  limp- 
ing along  with  sales  of  around  $3 
million.  Then  Bud  Bakke  had  a  bril- 


liant idea.  He  gave  Dinah  Shore  a 
Sub-Zero  for  the  cooking  segment  of 
her  TV  show.  There  it  was,  week  after 
week  on  the  little  screen.  Suddenly 
Sub-Zero  was  the  icebox  to  the  stars. 
When  the  southern  California  hous- 
ing market  boomed  in  the  early 
1 980s,  Sub-Zeros  were  showing  up  in 
real  estate  ads  as  a  selling  point.  Sales 
jumped  from  $3  million  in  1970  to 
$25  million  in  1980  and  are  now 
growing  twice  as  fast  as  the  overall 
refrigerator  market. 

Wiat  do  you  get  for  $3,500?  Most 
refrigerators  have  only  one  compressor, 
which  cools  down  both  the  freezer  and 
the  main  section.  Sub-Zero  has  two,  one 
for  each  section,  so  opening  one  com- 
partment doesn't  change  die  tempera- 
ture in  the  other.  On  some  models,  if 
you  leave  die  door  open,  an  alami  beeps 
to  let  you  know.  Despite  the 
I  name,  the  unit  keeps  the  main 
I  section  purring  along  at  38  de- 
|  grees,  die  freezer  at  zero  degrees. 
But  this  is  about  marketing, 
not  technology — "What  I  like 
to  call  refrigeration  furni- 
ture," says  James  Bakke. 
"Normal  refrigerators — they 
stick  out,  they're  ugly!"  sneers 
Joseph  Elihu,  the  Beverly 
Hills-based  kitchen  remodeler 
to  the  stars. 

Keeping  its  dealers  happy  is 
a  big  part  of  Sub-Zero's  mar- 
keting scheme.  In  September, 
for  example,  it  will  spend  $3 
million  to  $4  million  to  take 
about  500  dealers  and  their 
spouses  to  Paris  for  six  days. 
Sub-Zero  does  this  every  year 
ana1  a  half.  The  dealers  return 
charged  up  to  recommend  the 
line  to  architects  and  contrac- 
tors. "That's  how  we  touch 
our  customers,"  says  Bakke. 

Bakke  would  like  to  do  some  line 
extensions  to  capitalize  on  the  Sub- 
Zero  image,  but  he's  afraid  of  blur- 
ring it.  Sub-Zero  stoves  doesn't 
sound  quite  right.  His  solution  is  the 
new  700  series — smaller  refrigeration 
units  meant  to  be  deployed  around 
the  kitchen.  Prices:  $3,200  for  a  main 
unit  and  $2,200  each  for  refrigerator 
"drawers"  meant  to  go,  well,  wherev- 
er you  could  possibly  put  them. 

"It's  like,  how  many  cars  do  you 
need?"  says  Bakke.  "This  is  one  way 
to  sell  lots  of  refrigerators."  -J.L.  H 
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UNLIMITED  PARTNERSHIP 


0| 


STEVE  KITTELL  FROM  THE  ATLANTA  COMMITTEE  FOR  THE  OLYMPIC  GAMES  with  JOHN  SCANLAN  FROM  ARAMARK. 


ANYONE  WOULD  HAVE  SEEN 

A     PARKING     LOT.     FORTUNATELY,    ARAMARK  SAW 

AN  OLYMPIC  DINING  HALL. 


John  Scatilan  from  ARAMARK:  "They  said,  'Remember,  this  is  Atlanta  1996.  The  Centennial  Games.  This  has  to 
be  great.'  Well,  we  had  no  intention  of  duplicating  what  we  did  in  Barcelona  four  years  ago.  Or  Mexico  City  in  '68. 
<^^>      Or  any  of  the  Games  in  between.  We're  here  to  help  15,000  athletes  and  coaches  from  197  different  cultures.  Athletes 
llanta  1996    who  have  prepared  for  a  lifetime  to  be  better  than  they've  ever  been  in  that  lifetime.  We  know  that  takes  more  than  just  a 

fM.01992ACOG  I      I  J  J  /  J  f 

aod  Service  Manner 

fepUG^T  standard  issue  menu.  Or  a  standard  issue  effort,  for  that  matter.  This  is  the  Olympic  Games.  You've  either  prepared  to 
'e  great.  Or  you  haven't."  We  don't  just  rely  on  a  book  for  all  the  answers  at  ARAMARK.  We  have  no  magic  "Olympic  Games  Menu" 
\  dust  off  every  four  years.  In  Atlanta,  we'll  customize  a  menu  for  every  single  athlete  if  that's  what  it  takes.  We'll  even  put  a  world-class 


ikhen  and  dining  hall  on  a  parking  lot.  It's  a  mind-set  that  makes  it  possible  for  John  to  add,  "In  just  over  four  weeks,  we'll  prepare 
it  one  million  meals  designed  for  peak  athletic  performance.  Quite  possibly  a  world  record." 

F  COURSE  THERE'S  MORE  TO  TELL  ABOUT  UNLIMITED  PARTNERSHIP.  PI  F.ASF.  CALL  I  -800-ARAMARK.  Managed  Services,  Managed  Better. 


COMPUTERS/COMMUNICATIONS 


At  the  risk  of  sounding  like  spoilsports 
we  wonder  whether  popular  use 
of  the  Internet  is  as  close  as  many 
biilions  of  dollars  say  it  is. 


snarl 


By  Nikhil  Hutheesing 

Pity  the  Internet  surfer.  His  pc  is 
powerful,  his  modem  quick,  his 
browser  slick — and  still  he  sits  fid- 
dling before  a  blank  screen  while  the 
World  Wide  Web  takes  its  own  sweet 
time  delivering  a  page. 

Don't  worry,  say  the  cable  opera- 
tors and  the  people  who  want  to  sell 
you  a  cable  modem.  This  modem  will 
soon  bring  you  text,  graphics,  audio 
and  even  video  a  thousand  times  raster 
than  today's  telephone  lines  can  man- 
age. This  big  pipe  will  let  you  down- 
load a  four-minute  video  clip  in  four 
seconds  instead  of  the  hour  and  a  half 
it  now  takes. 

"The  PC  will  be  like  a  television 
with  a  million  channels,"  claims 
James  Phillips,  vice  president  of  mul- 
timedia at  Motorola,  which  is  churn 
ing  out  cable  modems.  "You  will 
leave  it  on  and  let  video  stream  in  so 
it's  available  w  henever  you  need  it." 

Many  companies  are  placing  big 
bets  on  a  snarl-free  Internet.  Law- 
rence Ellison's  Oracle  Corp.  has  de- 
veloped a  $500  netw  ork  computer. 
You  are  supposed  to  attach  this  box  to 
a  cable  or  teleph( >ne  line  and  a  mo- 
dem, then  hold  vour  breath  as  infor- 


mation zooms  in.  Says  Andrew  Laur- 
sen,  the  vice  president  of  network 
computing  at  Oracle:  "The  Internet 
will  subsume  television,  radio  and  re- 
tail. The  Internet  will  be  everything." 

Maybe,  but  not  next  year.  Cable 
modems  won't  cut  the  Gordian  knot 
of  Web  snarl  because  some  of  that 
snarl  lies  upstream,  a  few  miles  away 
from  vour  modem.  A  vacuum  cleaner 
can't  suck  much  dirt  through  a  straw. 
The  cable  modem  is  a  vacuum  clean- 
er. Replacing  the  straw  will  be  the 
hard  part. 

Teleoptimist  George  Gilder  looks 
beyond  these  difficulties  to  the  day 
when  the  straw — bandwidth,  more 
precisely — will  be  so  plentiful  that  it 
will  be  almost  free. 

Gilder  may  be  right,  but  it  is  proba- 
bly too  early  to  invest  in  that  cable 
modem.  The  hype  has  gotten  ahead 
of  the  realitv.  Emily  Green,  a  technol- 
ogy analyst  at  Forrester  Research,  pre-, 
diets  that  by  the  year  2000,  7  million 
households  will  have  cable  modems. 
If  Green's  prediction  turns  out  to  be 
right,  there's  going  to  be  an  awful 
jam-up  out  there. 

"The   plumbing   all   has   to  be 


changed,"  says  Milo  Medin,  vice 
president  of  ©Home,  a  ten-month- 
old  company  developing  a  network 
that  will  access  the  Internet  using 
parts  of  the  country's  existing  cable 
television  lines.  ©Home's  task,  fund- 
ed by  Tele-Communications,  Inc. 
and  venture  capitalists  Kleiner  Perkins 
Caufield  &  Byers,  isn't  quite  as  simple 
as  it  seems. 

For  one  thing,  cable  lines  were  set 
up  to  shoot  large  amounts  of  video  in 
one  direction.  But  interactivity,  the 
essence  of  the  Web,  requires  that  you 
send  data  the  other  way,  too.  Try  to 
send  data  backwards  over  a  cable  net- 
work and  electronic  interference  gets 
in  the  way.  The  lines  pick  up  signals 
from  hair  dryers,  radios  and  Christ- 
mas Tree  lights. 

The  interference  problem  can  be 
solved.  But  then  there's  the  puzzle  of 
how  to  divvy  up  those  wires.  Unlike 
telephone  lines,  which  each  cany  one 
telephone  call,  cable  lines  are  shared 
by  as  many  as  500  homes.  Is  there 
room  on  the  line  for  all  500  customers 
to  have  their  telecomputers  retrieving 
video  all  the  time,  as  the  Motorola 
executive  envisions?  Is  there  room  for 
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even  50  customers? 

Not  with  today's  cable  systems. 
They  typically  transmit  programming 
at  550  megahertz,  enough  to  accom- 
modate up  to  91  TV  channels.  Say  you 
put  aside  50  megahertz  (about  8 
channels)  so  that  you  and  your  neigh- 
bors can  send  commands  to  the  Inter- 
net. That  leaves  the  whole  neighbor- 
hood with  roughly  83  channels  to 
receive  information. 

Now,  how  many  of  those  83  chan- 
nels will  be  taken  away  from  broad- 
casters and  given  over  to  Internet 
traffic?  Let's  face  it,  the  money  is  in 
broadcasting,  not  in  Web  sites. 

In  fact,  Cablevision  is  talking  of 
providing  only  one  channel  for  you 
and  your  neighbors  to  share  for  Inter- 
net transmission.  That  one  channel 
would  carry  27  megabits  per  second 
(Mbps).  If  500  people  needed  to 
watch  videos  at  once,  they  would  each 
get  at  best  54  kilobits  per  second 
(Kbps).  That  is  slower  than  an  ISDN 
line,  the  new  souped-up  telephone 
connection. 

If  only  50  cable  modem  customers 
signed  on  at  once,  they  would  each 
get  maybe  half  a  megabit  per  second. 


That  would  make  downloading  a 
weather  map  pleasantly  quick,  but 
uncompressed  video  would  be  either 
slow  or  jerky.  Of  course,  engineers 
have  methods  for  cramming  more 
data  through  those  channels.  But  im- 
plementing these  tricks  will  take  long- 
er than  the  modem  mongers  would 
have  you  believe. 

"■When  the  first  few  users  go  onto 
the  Internet,  they  will  be  delighted," 
says  Marc  Tayer,  director  for  licensing 
and  business  development  at  General 
Instrument.  But  as  cable  modems  be- 
come more  popular,  the  effective 
bandwidth  will  drop,  and  people  will 
become  disenchanted.  As  somebody 
once  said  about  a  popular  restaurant: 
Nobody  goes  there  anymore  because 
it's  gotten  too  crowded. 

For  now,  an  Internet  surfer  is  more 
likely  to  want  a  map  than  a  video 
show.  But  that  could  change  in  a 
hurry.  Anticipating  a  capacious  Inter- 
net, Web  site  producers  are  adding 
video  at  a  furious  pace,  thereby  add- 
ing to  the  potential  congestion.  Dis- 
covery Communications  already  of- 
fers clips  from  television  shows  at  its 
site     ( http:  /  /  www.discovery.com). 


NBC  is  dumping  onto  the  Net  live 
coverage  of  things  like  the  Bundes- 
bank's news  conferences  in  Germany 
(http:  / /www.  xingtech.com/nbc. 
html). The  Sci-Fi  Channel,  part  of  USA 
Networks,  can  put  live  video  on  the 
corner  of  your  screen  at  the  same  time 
it  appears  on  Sci-Fi's  television  chan- 
nel (www.scifi.com). 

Call  it  the  Robert  Moses  syndrome: 
A  new  highway  cuts  traffic  snarl  for  a 
while  until  it,  too,  gets  jammed  up. 
Bandwidth  problems  can  be  solved, 
of  course,  just  as  highway  problems 
can.  But  solving  them  will  take  time 
and  money. 

Cablevision,  for  instance,  is  re- 
building its  networks  in  New  York, 
Connecticut  and  Long  Island  to  op- 
erate at  750  megahertz.  That's  the 
maximum  bandw  idth  for  technology 
commercially  available  today.  Con- 
sider the  potential  cost:  as  much  as 
$  1 ,000  per  household  if  you  count  all 
the  equipment  needed — fiber,  ampli- 
fiers, signal  splitters,  routers  to  target 
the  data  to  the  proper  computer,  serv- 
ers to  store  the  information  and  mo- 
dems to  connect  each  house.  For  a 
company  like  h  i,  serving  13  million 
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households,  we're  talking 
$13  billion. 

But  won't  the  Internet 
generate  a  lot  more  traffic 
when  it  becomes  more  easi- 
ly accessible,  thus  justifying 
these  huge  investments? 
Even  after  the  cable  compa- 
nies pour  out  those  tens  of 
billions  of  dollars,  there  will 
remain  reasons  your  Web 
searches  are  accompanied 
by  cryptic  messages  like 
America  Online's  "A  con- 
nection could  not  be  com- 
pleted to  www. proxy. aol. 
com.  The  server  may  be 
busy  or  there  may  be  a  net- 
work outage." 

The  Internet  is  intrinsi- 
cally slow,  designed  more 
to  survive  nuclear  attack 
than  to  provide  quick  re- 
sponses. Some  branches  of  the  Inter- 
net can't  go  faster  than  the  slowest 
user  who  happens  to  be  lolling  there 
at  the  time.  If  you're  behind  someone 
using  a  14.4-kilobit-per-second  mo- 
dem, you'll  have  to  wait  until  he's 
done  before  you  can  use  your  mighty 
cable  modem. 

Here,  too,  the  cable  operators  say 
they  have  a  plan.  They'll  just  create  far 
faster  trunk  lines  (called  ""back- 
bones") in  the  form  of  shadow  Inter- 


As  time  goes  by 


File  size 

Dia!-up 
14.4Kbps 

ISDN 
56  Kbps 

Data  over 
cable  4  Mbps 

Simple  image 

2  megabits 

2.3  minutes 

35.7  seconds 

0.5  seconds 

Complex  image 

16  megabits 

18.5  minutes 

4.8  minutes 

4  seconds 

Short  animation 

72  megabits 

1.4  hours 

21.5  minutes 

18  seconds 

Long  animation 

4.3  gigabits 

3.5  days 

21.4  hours 

18  minutes 

Source:  Forrester  Research. 

Graphics  today,  video  tomorrow— 
either  way,  you  wait  18  minutes. 


nets — private  Internets,  really.  At- 
tached to  these  trunk  lines  will  be 
superfast  servers,  paid  for  by  cable- 
operators,  that  will  store  copies  of  the 
most  popular  offerings  taken  off  the 
slow  public  Internet. 

The  first  such  large-scale  shadow 
Internet  is  currently  being  developed 
by  ©Home,  which  says  it  will  keep 
snarl  at  bay  by  adding  new  servers  as 
fast  as  new  users  come  on  line.  For 
instance,  if  Walt  Disnev  wanted  a 


snarl-free  Web  site,  it 
would  put  its  Web  page  not 
just  on  one  server  that  ev- 
eryone today  accesses,  but 
on  multiple  servers  in  vari- 
ous cable  television  offices. 

©Home's  grand  plan  is 
ambitious,  and  fairly  compli- 
cated. It  includes  a  scheme 
for  minimizing  the  work  of 
copying  giant  files  (say,  the 
contents  of  the  Disney  site ) 
by  transmitting  from  server 
to  server  only  those  portions 
that  changed. 

All  technologically  feasi- 
ble but  rec|uiring  huge  in- 
vestments and  lots  of  time. 
Few  standards  exist  for  ca- 
ble    modems.  Modems 
from  Scientific  Atlanta  and 
General  Instrument  run  at 
27  megabits  per  second; 
Motorola's  goes  at  10  megabits.  Oth- 
er experts  are  assuming  4-megabit 
modems.   Further,  a  modem  that 
works  on  one  cable  system  won't 
necessarily  work  on  another. 

TC]  and  Kleiner,  Perkins  are  smart 
outfits,  but  we'd  kind  of  advise  our 
readers  to  take  their  time  about  buy- 
ing that  $500  cable  modem.  Okay, 
someone  else  on  your  block  will  be 
the  first  to  have  one,  but  he  may  also 
be  the  first  to  be  disappointed.  H 


Antidote 

Infuriated  by  molasses- 
slow  Web  brow  sing?  Don't 
browse;  know  what  you 
want  in  advance. 

Say  you  want  the 
graphics  on  the  Playboy 
Home  Page,  a  heavily 
trafficked,  famously  slow 
site.  With  the  off-line 
browser  of  FreeLoader, 
Inc.  (www. freeloader 
.com ),  you  can  get  the 
pictures  without  tying  up 
your  phone  while  waiting 
for  the  site  to  respond. 

FreeLoader  works 
through  your  Netscape  or 
Explorer  browser  to  pull 
up  the  Playboy  link.  Hit  the 
"subscribe"  button,  then 

>ve  to  other  sites — or  so 


back  to  the  basketball 
game  on  TV.  Later,  a  click  of 
the  mouse  brings  up  what 
you  ordered,  right  from 
your  hard  drive.  You  can 
get  up  to  10  megabytes. 
You  can  even  tell  Free- 
Loader  to  return  regularly 
to  the  site  for  updates. 

Drawback:  You  have  to 
pretty  much  know  what 
you  want.  In  a  way,  Free- 
Loader  defeats  the  very 
purpose  of  the  World 
Wide  Web — to  facilitate 
free  association  and  hop- 
ping from  site  to  site. 

Here's  another  clever 
solution  to  Web  gridlock. 
Go  to  a  newsstand  and 
buy  Playboy.       -N.H.  Hi 
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FreeLoader's  off-line  interface 
Scours  the  Web  while  you  sleep. 
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133MHz  IN  FULL  MOTION. 


12.1"  DISPLAY- 

Watch  brilliant  colon  spring  to 
life  on  a  display  so  large,  it  rivals 
desktop  monitors.  And  1024  x  768 
resolution  provides  the  sharpest 
images  ever  found  in  a  portable. 


NEW  TECHNOLOGY 


133MHz  PENTIUM 
TECHNOLOGY 

Tecra  combines  the  fastest  notebook 
processor  available  todaj  uith  PCI 
architecture,  a  256KB  level  2  cache 
and  EDO  memory  expandable  to  144MB 


NEW  TECHNOLOGY 


CARDBUS 


NEW  TECHNOLOGY 


FULL-MOTION  VIDEO 

The  new  HiQVideo"'  PCI  graphics  controller  and 
Zoomed  Video  give  you  fullscreen,  full-motion 
video  and  an  ama;mg  depth  of  color. 


BUILT-IN  28.8Kbps 

MODEM  A  built-in  28.8Kbps 

ata/fax  modem,  full-duplex  speakerphone 
and  Rl-l  I  phone  juclc  put  a  world  oj  advanced 
communication  features  at  wwr  fingertips. 


Tecra 's  two  PC  Card  slots  support  16-bit 
PC  Cards  and  are  Zoomed  Video  (ZVJ 
and  32-bit  CardBus  ready 


NEW  TECHNOLOGY 


6X  CD-ROM 

Get  50%  more  speed  than  4X  CD-ROMs. 
Or,  using  Toshiba's  SeieetBay"  interchange 
the  CD-ROM  drive  uith  the  /loppy  disk 
drive  in  seconds. 


THE  NEW  TECRA.  THE  NEWEST  TECHNOLOGY.  Tecra  combines  the  brand  new  1  33MHz  mobile  Pentium 

processor  with  screaming-fast  PCI  architecture  and  a  massive  hard  drive.  Add  to  that  the  optional  Pesk  Station  V  Plus  t<  >r  t^5r"^  i  I 

the  ultimate  in  docking  expansion  capabilities  and  you've  got  a  system  that  will  put  you  in  full  motion  instantly.  For  more  £ps?~£~$^ 

information  visit  the  Toshiba  website  at  http://www.toshiba.com,  or  for  a  dealer  near  you,  call  1-800-457-7777.  "^'iW^i 


Tecra 

720CDT 

•  1024  x  768  resolution 

710CDT 

•  800  x  600  resolution 

BOTH  MODELS 

•  1 2.1 "  dia.  color  active  matrix  display 

•  1  33MHz  Intel  Pentium8  Processor (2.9v) 
with  256KB  of  level  2  cache 


•  16MB  of  high  speed  EDO  memory 
(expandable  to  144MB) 

•  Removable  1.2  billion  byte  (=1.1 3GB)  HDP 

•  PCI  system-bus  architecture 

■  HiQVideo"  multimedia  PCI  graphics  controller 
with  64-bit  BitBLT  acceleration 

•  Modular  6X  CD-ROM  drive 

■  Lithium  Ion  battery 

•  Integrated  28.8Kbps  data/fax  modem  with 
telephony  capabilities 


•  16-bit  Sound  Blaster"  Pro  compatible  audio  system 

•  Supports  two  Type  II  or  one  Type  III  16-bit 
PC  Card(s);  ZV  card  and  32-bit  CardBus  ready 

•  Infrared  data  port  (IrDA-compliant) 

•  Optional  Desk  Station"  V  Plus  docking  station 

■  Optional  NoteDock  "  II  Enhanced  Port  Replicator 

•  Pre-installed  software:  Windows*  95  or  MS-DOS* 
with  Windows6  for  Workgroups,  lndeo"  video,  and 
Synchro"  Multimedia  Connect" 

•  3-year  limited  warranty 


•  Toll-tree  technical  support  - 
7  days  a  week,  24  hours  a  day 


Microsoft" 
Windows^ 


pentium 


In  Touch  with  Tomorrow 

TOSHIBA 

The  World's  Best  Selling  Portable  Computers. 
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We've  come  up  with  a 
whole  new  world 
language.  It's  got  people 
everywhere  talking. 


The  world's  first  standard  in 
digital  mobile  communications 
goes  by  the  name  of  GSM  - 
Global  System  for  Mobile  Com- 
munications. Deutsche 
Telekom  played  a  key  role  in  its 
development.  With  GSM,  as 
well  as  ISDN  and  ATM,  we're 
laying  vital  stepping  stones 
toward  the  global  information 
infrastructure  of  the  future. 


Together  with  our  European 
partners,  we  at  Deutsche 
Telekom  have  created  the  GSM 
standard  for  digital  mobile  com- 
munications. It  marks  a  mile- 
stone on  the  road  to  improved 
international  understanding,  a 
landmark  pointing  the  way  to 
guaranteed  quality,  coverage 
and  reliability  of  transmission. 
GSM  is  the  key  to  true  world  mo- 
bile communications. 

European  initiative  for  the 
digital  future  of  the  world. 

In  only  five  years,  GSM  has 
established  itself  as  the  bench- 
mark, the  world's  mobile  com- 
munications standard.  People 
in  over  80  countries  throughout 
four  continents  already  depend 
on  digital  GSM  mobile  com- 
munications networks,  and  the 
number  is  constantly  growing. 
What's  more,  working  with  its 
partners,  Deutsche  Telekom 
has  for  the  first  time  opened  the 
way  for  unlimited  mobile  com- 
munications between  Europe 
and  North  America,  translating 
GSM  technology  originally 
masterminded  in  Europe  into  a 
new  global  telecommunications 
language. 


Telecommunications 
"made  in  Germany". 

Another  example  of  Deutsche 
Telekom's  technological  cutting 
edge  are  the  Data  Infobahns. 
We  operate  the  most  closely- 
woven  fiber-optics  network  in 
the  world.  Our  cable  network  is 
also  the  world's  biggest,  some 
1 00,000  km  overall,  and  our  ISDN 
network  the  most  extensively 
developed.  Plus  we  were  the 
first  to  use  ATM,  the  new,  more 
sophisticated  transmission 
system  for  the  communications 
fast  lane. 

You  can  share  in  our  success. 

A  key  player  in  telecommunica- 
tions, Deutsche  Telekom 
ranks  No.  1  in  Europe  and  is  the 
No.  2  network  operator  world- 
wide. And  when  it  comes  to 
pushing  forward,  we're  virtually 
second  to  none  as  a  prime 
mover.  Get  to  know  more  about 
our  multimedia  and  online 
services,  our  smart  networks 
and  our  wealth  of  experience 
and  know-how  -  backed  by 
global  partnerships  -  and  you'll 
get  a  finer  feel  for  the  cutting 
edge  of  tomorrow's  technology. 


Europe's  No.  1  in 
telecommunications. 


Deutsche 
Telekom 


Programmers  yearn  for  a  magic  spray  that  would 
make  software  bug-free.  The  closest  that 
anyone  has  come  to  a  can  of  digital  Raid  is 
a  programmer  support  system  like  SQL's. 

Get  the  bugs  out 


By  Nikhil  Hutheesing 

You  WOULDN'T  KEEP  your  compa- 
ny's books  in  different  languages, 
written  on  scraps  of  discarded  paper, 
stored  in  shoeboxes  scattered 
through  several  buildings.  But  look 
again.  You  may  be  keeping  your 
company's  critical  software  in  such 
slapdash  fashion. 

One  reason  for  the  state  of  chaos 
in  corporate  software  is  the  spread  of 
computers  to  companies  heretofore 
innocent  of  them.  Another  is  the  dif- 
ficult transition  from  mainframes  to 
client-server  networks.  Applications 
that  once  might  have  had  thousands 
of  lines  of  code  today  typically  have 
millions.  Result:  bugs. 

There's  really  no  telling  what  soft- 
ware breakdowns  cost  American 
business,  but  the  Standish  Group,  a 
research  firm  in  Dennis,  Mass., 
guesstimates  that  delays  and  outright 
failures  have  wasted  half  of  the  $250 
billion  that  corporations  have  invest- 
ed every  year  in  software. 

That  loss  is  SQL  Software's  gain. 
This  eight-year-old  Vienna,  Va.  firm 
produces  software  that  guides  the 
production  of  software.  "Almost 
every  company  has  a  financial  con- 
trol system  to  monitor  financial 
health,"  declares  Tani  Haque,  SQL's 
chief  executive  and  founder.  "Why 
not  a  software  control  system  to 
monitor  software  health?" 

Software  experts  call  such  a  system 
configuration  management.  In  plain 
English,  a  configuration  manage- 
ment system  is  a  den  mother  for  the 
house  programming  staff.  The  idea 
has  been  kicking  around  for  years  at 
Loral,  Lockheed  and  Boeing,  whose 
defense  contracts  compel  a  degree  of 
formalized  control  on  the  writing 
and  testing  of  software.  Now  the 
concept  is  spreading  to  the  business 
masses — like  Siemens'  automotive 


division  and  Glaxo  Wellcome's  pri- 
mary manufacturing  operation. 

sql's  program  silently  resides  on  a 
local  area  network  and  spies  on  the 
software  developers.  It  records,  for 
instance,  who  alters  software  code, 
then  takes  snapshots  of  the  code  that 
makes  up  each  program  before  any- 
one can  fiddle  with  it  again.  It  also 
restricts  access.  Having  pulled  his 
work  from  a  file  on  the  computer's 
database,  an  engineer  can't  return  it 
to  the  same  place.  Instead,  the  pro- 
gram creates  a  new  location  for  it, 
keeping  a  record  of  all  the  changes 
made.  The  program  also  prevents 
others  from  looking  at  the  code 
before  it's  done.  That  way,  no  one 
builds  on  shifting  sand. 

This  process  doesn't  exterminate 
bugs,  but  it  does  help  to  minimize 
them.  Consider  the  way  Glaxo  used 
to  write  software  for  its  factories.  Its 
programmers  would  consult  a  library 
of  frequently  used  code,  make  small 
changes  and  use  the  modified  ver- 
sions in  their  new  projects.  All  it 


Tani  Haque,  SQL  Software's  chief  executive 
Den  mother  for  the  house  programmers. 


took  for  a  crop  of  new  bugs  to  pro- 
liferate was  one  programmer  who 
forgot  to  tell  his  colleagues  about 
modifications  he  was  using.  After  the 
programmers  put  their  pieces 
together  they  would  spend  days  sort- 
ing out  the  conflicts. 

Glaxo  installed  an  SQL  system  in 
1994.  Now,  every  change  to  a  Glaxo 
program  is  recorded  and  later  sub- 
mitted to  the  development  group's 
leader  for  veto.  The  result:  Fewer 
bugs  means  Glaxo  can  spend  more 
time  writing  software. 

SQL's  rivals  in  this  thriving  specialty 
include  Intersolv  in  Rockville,  Md.; 
Platinum  Technology  in  Oak  Brook 
Terrace,  111.;  and  Atria  Software  in 
Lexington,  Mass.  Charges  for  config- 
uration management  to  tame  ten 
free-spirited  programmers:  up  to 
$35,000.  Because  customers  don't 
balk  at  the  price,  SQL  should  double 
its  revenues  to  $20  million  this  year. 
Atria  nearly  doubled  revenues  to  $40 
million  in  1995. 

Magazine  printer  R.R.  Donnelley 
&  Sons  designs  its  own  software  to 
convert  computer  output  into  print- 
ing plates.  But  the  software  some- 
times needs  to  be  tweaked  to  accom- 
modate different  operating  systems. 
Before  Donnelley  had  Platinum,  the 
printers  would  sometimes  call  in  to 
Donnelley's  research  office  in  Lisle, 
111.,  frantic  because  the  software  was 
producing  faulty  photos.  A  clerk 
would  note  the  problem  for  a  project 
leader,  who  would  assign  a  develop- 
er to  get  it  fixed.  "Sometimes  the 
piece  of  paper  could  lie  on  some- 
one's desk  for  months — maybe  for- 
ever," says  Kathy  Gwin- Ester,  con- 
figuration manager  at  Donnelley. 
Platinum  sees  to  it  that  there  are  no 
loose  ends  by  forcing  bosses  like 
Gwin-Ester  to  track  all  assignments. 

Don't  you  wish  you  had  installed 
these  tools  20  years  ago?  Then  pro- 
grammers wrote  mainframe  pro- 
grams that  economized  on  storage 
space  by  representing  calendar  years 
with  only  the  final  two  digits.  There 
could  be  hell  to  pay  on  Jan.  1,  2000, 
when  the  chronometer  flips  over 
(Forbes,  June  19,  1995).  Had  sql 
been  in  place  in  the  Seventies,  it 
would  be  a  lot  easier  to  track  down 
date  fields  now.  That's  because  they 
would  all  have  been  entered  the 
same  way. 
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WORLD'S  FINEST  COLORS.  WORLD'S  FASTEST  DIGITAL  COLOR  COPIERS. 


Get  everyone's  attention  with  a  Ricoh  digital  color  copier.  The  world's  smallest  toner 
—    particles  deliver  the  finest  color  presentations  ever.  Faster  than  ever.  The  world's  fastest 
first  copy.  The  most  copies  per  minute.  And  computer  connectable.  All  in  the  same 

  full  line  of  digital  color  copiers.  This  means  unprecedented 

performance  and  productivity.  It  also  means  Ricoh  now 
leads  the  world  in  digital  color  copier  technology.  Make 
more  noise.  Call  us  at  1-800-63-RICOH. 


THE   NAME   TO  KNOW 


RICOH 


>  1995  Ricoh  Corporation 
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Are  you  worried  that  a  Nosey  Parker,  a  competitor 
or  a  G-man  could  pry  into  your  computerized  files? 
Check  out  this  encryption  software. 

How  to  keep 
a  secret 


By  Susan  Adams 

Somebody  might  be  reading  your  E- 
mail.  It  could  be  a  hacker,  a  business 
competitor  or  a  system  operator  at 
your  on-line  sendee.  The  confidential 
files  on  your  home  PC  are  exposed, 
too.  A  nosy  relative  might  scan  them. 
The  FBI  could  grab  them  with  a  search 
warrant. 

You  don't  have  to  be  paranoid  to 
see  the  wisdom  of  locking  sensitive 
files  up.  It's  easy.  Buy  an  encryption 
program,  software  that  applies  the 
old  art  of  ciphers  and  codes  to 
scramble  text  to  shield  it  from  unin- 
vited eyes. 

But  wait:  Just  how  secret  do  you 
want  to  make  your  file?  If  you  like,  you 
can  encrypt  a  message  so  well  that 
even  the  National  Security  Agency 
can't  crack  it.  You  can  do  this,  more- 
over, with  cheap  off-the-shelf  soft- 
ware. But  you  don't  have  to  go  this 
far.  There  are  lesser  measures  that  may 
suit  your  needs. 

If  what  you  want  to  protect  is  some- 
thing on  your  hard  drive,  the  easiest 
step  to  take  is  to  merely  hide  the  file, 
using  the  file  attribute  command  that 
comes  with  DOS.  This  will  keep  the  file 
away  from  a  casual  snoop  browsing 
through  your  file  directory  in  search 
of  something  juicy.  It  won't  stop  a 
moderately  adept  hacker. 

The  next  step  up  in  hard  disk  pro- 
tection is  a  password  overlay.  You  tell 
the  computer  to  ask  for  a  password 
whenever  it  is  turned  on.  Without  a 
password  the  computer  won't  do  any- 
thing. Purpose:  stop  a  fellow  employ- 
ee or  a  child  at  home  from  reading  or 
accidentally  altering  any  of  your  files. 
This  password  option  comes  free  with 
Windows  95  and  is  also  available  on 
utility  programs  such  as  Symantec's 


Norton  DiskLock  ($89)  and  Kent 
Marsh's  NightWatch  2000  ($79). 

The  password  option  can  be  a  pret- 
ty flimsy  lock.  A  determined  snoop 
can  bypass  some  password  programs 
by  booting  up  your  computer  with  a 
floppy  disk,  and  then  copy  files  onto 
the  floppy  and  walk  away  with  them. 
A  password,  that  is,  does  not  necessar- 
ily scramble  any  files.  Norton  Disk- 
Lock  prevents  floppy  bypass. 

If  you  are  concerned  about  what 
would  happen  if  your  laptop  got  sto- 


len with  the  designs  for  your  compa- 
ny's next  big  product  on  it,  then  you 
may  want  to  opt  for  something 
tougher. 

RSA  Data  Security  in  Redwood 
City,  Calif,  sells  rsa  Secure  ($129)  for 
the  Macintosh  and  Windows  plat- 
forms. This  program  uses  your  chosen 
password  to  encrypt  files.  The  encryp- 
tion method  was  developed  by  Ron- 
ald Rivest,  a  Massachusetts  Institute 
of  Technology  professor  and  one  of 
the  world's  leading  cryptographers. 

rsa  Secure  adds  a  new  menu  item  to 
the  Windows  File  Manager.  When 
you  highlight  a  file  and  select  the  rsa 
option,  you  are  prompted  to  put  in  a 

password.  The  program  scrambles 

the  file  and  changes  the  file  name 
,  extension  to  "!!!". 
I  You  can  encrypt  files  one  at  a 
I  time  or  in  batches.  Decrypting  files 
I  is  as  simple  as  encrypting  them. 
[    Select  the  files,  select  the  decrypt 

option  from  the  rsa  menu  item, 

enter  the  password  and  that's  it.  If 

you  forget  the  password,  you're 
sunk  unless  you  have  activated  the 
emergency  access  features  at  the  start. 

Security  level:  very  high.  The  pass- 
word length  is  up  to  32  characters. 
With  255  character  choices  (H  is  dis- 
tinct from  h),  that  allows  102  trillion 
vigintillion  combinations,  too  many 
for  a  brute-force  attack  that  tries  all 
possible  passwords.  Could  skilled 
cryptanalvsts  crack  the  files  using 
some  cleverer  approach?  "Not  that 
we  know  of,"  says  an  rsa  scientist. 

Products  that  compete  with  rsa 
Secure  include  Norton  DiskLock  and 
Kent  Marsh's  FolderBolt  ($82). 

Can  you  send  secret  messages  by 
mail  or  Internet?  You  could  use  any 
encryption  program  to  scramble  a 
message  with  your  password,  then 
mail  the  scrambled  file  across  the 
country.  One  problem:  Your  recipi- 
ent has  to  know  your  password.  How 
are  you  going  to  get  it  to  him?  By 
mail?" The  letter  might  be  intercepted. 
By  phone?  Your  line  could  be  tapped. 

What  you  need  is  pgp,  a  program 
written  five  years  ago  by  Philip  Zim- 
mermann.  Zimmermann,  42,  is  the 
guy  made  famous  by  an  aborted  U.S. 
government  effort  to  prosecute  him 
for  giving  away  software.  Why  is  it  a 
crime  to  give  away  software?  Copies 
of  his  freebie  encryption  program 
showed  up  abroad,  and  it  was  the 
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government's  somew  hat  strained  the- 
ory that  this  would  have  made  Zim- 
mermann  guilty  of  exporting  software 
of  potential  military  value  without 
getting  a  proper  export  license.  The 
government  dropped  its  investigation 
in  January. 

Zimmermann's  software  is  still 
available  for  free  on  the  Internet 
(http:/ /web. mit.edu/pgp).  Howev- 
er, we  recommend  that  you  buy  the 
commercial  version  of  PGP  from 
Phoenix-based  ViaCrypt  ($129).  Via- 
Crypt  PGP  comes  with  a  useful  manual 
and  will  save  you  an  hour-long  strug- 
gle to  download  the  Internet  version. 

PGP  solves  the  dilemma  of  how  to 
get  a  password  to  your  recipient  with  a 
form  of  cryptography  called  public 
key  encryption.  This  is  a  fairly  recent 
trick  in  the  history  of  cryptography, 
dating  only  to  the  1970s. 

With  public  key  encryption  the  nat- 
ural order  of  business  is  reversed.  It  is 
the  recipient,  not  the  sender,  who 
selects  a  scrambling  key.  The  weird 
thing  about  this  key  is  that  it  gives  no 
clue  as  to  how  to  decrypt  the  message. 
Decryption  can  be  done  only  with  a 
corresponding  private  key  that  the 
recipient  keeps  secret.  The  recipient 
need  undertake  no  special  precau- 
tions in  getting  the  encryption  key 
out  to  potential  senders  of  messages. 
He  could  even  publish  this  kev  on  the 
World  Wide  Web. 

With  public  key  encryption,  it  takes 
a  lot  of  work  to  encrypt  and  decrypt  a 
message.  If  the  message  is  a  ten-page 
memo,  the  scrambling  process  could 
take  billions  of  operations,  too  cum- 
bersome even  for  a  good  desktop 
computer. 

The  solution:  blend  conventional 
and  public  key  cryptography.  You  use 
conventional  cryptography  to  scram- 
ble a  message,  using  something  akin 
to  a  16-character  password.  Then  you 
engage  the  fancier  public  key  system 
only  to  encipher  the  short  password. 
You  send  two  things  to  the  recipient: 
the  enciphered  password  and  the 
scrambled  message.  With  the  help  of 
his  secret  decryption  key  the  recipi- 
ent, and  only  the  recipient,  can  undo 
the  ciphers  and  recover  the  message. 

Is  pgp  crackable?  Probably  not.  But 
nothing  is  certain  in  the  world  of 
cryptography.  When  public  key  en- 
cryption was  first  talked  about,  it  was 
thought  that  an  RSA  key  of  426  bits  (a 


The  key  that  unlocks  a  key 

Age-old  problem  in  encryption:  How 
does  the  sender  safely  get  the  password, 
or  key,  to  the  intended  recipient?  A  let- 
ter could  be  intercepted;  a  courier  could 
be  compromised.  Public  key  encryption 
solves  the  dilemma.  The  recipient  pub- 
lishes a  key  that  senders  use  to  enci- 
pher, or  lock  up,  their  messages.  Only  the 
recipient  can  unlock  these  messages. 

Public  key  encryption  is  too  mathe- 
matically cumbersome,  however,  for  long 
messages.  Solution:  Use  one  key  to 
lock  up  another. 

Fancy  this  analogy.  The  king  wants  to 
send  a  chest  of  gold  to  a  knight  in  the 
hinterlands.  If  he  locks  up  the  chest, 
how  can  he  safely  get  the  key  to  the 
knight? 

Solution:  The  knight  has  a  locksmith 
make  a  little  locket  that,  once  snapped 
shut,  can  be  opened  only  by  that  knight. 
He  sends  the  locket  to  the  king.  The  king 
locks  the  gold  in  a  chest  (2).  Then  he 
puts  the  chest's  key  (3)  in  the  open  locket 
and  snaps  it  shut  (5).  Locket  and  chest 
are  delivered  to  the  knight,  who  unlocks 
first  the  one  and  then  the  other. 

Back  to  real  life.  If  you  want  to  send  a 
secure  message,  your  recipient  invents  a 
public  key— a  locket — that  can  be  open- 
ly sent  to  you.  In  a  process  invisible  to 
you,  your  computer  generates  a  random 
password  used  to  scramble  your  mes- 
sage— the  locked  chest.  Then  your  com- 
puter uses  your  recipient's  public  key  to 
encipher  this  password.  You  send  the 
recipient  your  scrambled  message  and 
the  enciphered  password.  Your  recipi- 
ent uses  his  own  secret  method  to  recov- 
er the  password,  and  then  uses  that  to 
unscramble  your  message. 


string  of  Os  and  Is  426  digits  long) 
couldn't  be  cracked  with  less  than  40 
quadrillion  years  of  computing  time. 
Advances  in  both  computers  and 
code-cracking  mathematics  have  giv- 
en the  lie  to  that  claim:  In  1994  a 
consortium  of  academics  cracked  the 
426-bit  key.  Rut  the  challenge  con- 
sumed eight  months  and  1 ,600  com- 
puters. If  you  are  worried,  go  with  a 
much  longer  key.  PGP  lets  you  choose 
a  kev  length  up  to  2,048  bits. 

Ifyou  get  into  legal  trouble,  can  the 


authorities  compel  you  to  turn  over 
your  cryptographic  kev  or  password? 
The  question  is  not  vet  resolved,  says 
Philip  Reitingerof  the  Justice  Depart- 
ment's computer  crime  unit,  w  hether 
forcing  a  defendant  to  cough  up  a 
password  amounts  to  self-incrimina- 
tion. At  any  rate,  ifyou  have  some- 
thing to  hide,  whether  legitimately  or 
not,  you  are  better  off  encrypting  it 
and  hoping  for  the  best  than  leaving  it 
out  in  the  open  on  your  hard  drive. 
Just  don't  forget  your  password,  m 
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COMPUTER  VENTURES 


The  latest  gadget:  phonebots 


BY  RICHARD  A.  SHAFFER 


Richard  A.  Shaffer  is 
founder  of  Technologic 
Partners,  a  technology 
consulting  company 
in  New  York  City, 
and  publisher  of 
Technologic  Computer 
Letter. 


If  you're  like  me,  it's  not  easy  to  stay  in  touch 
when  you're  on  die  go.  What  you  need  is  an  R2D2 
that  handles  your  phone  messages. 

Outgoing  calls  are  no  problem;  it's  the  call- 
backs, which  always  seem  to  come  when  I'm 
negotiating  freeway  traffic — and  in  the  midst 
of  another  call.  I'm  driving  along,  talking  on 
my  cellular  phone,  when  my  pager  goes  off.  I 
fetch  it  from  my  belt,  try  to  read  the  number 
without  taking  my  eyes  off  the  road  and 
decide  whether  to  stop  the  conversation  I'm 
in  and  return  the  call.  While  steering,  I'll 
punch  the  number  into  my  cellular  phone. 
Sometimes  the  page  is  merely  an  alert  from 
my  answering  service,  which  I  then  have  to 
telephone  to  find  out  who  called  and  how  to 
get  back  to  him.  Time  to  pull  the  car  over. 

Or  I've  been  waiting  in  my  hotel  room  for 
an  important  call,  but  now  have  to  leave  for 
my  next  appointment,  a  45-minute  drive 
away.  How  can  I  avoid  missing  my  call? 

The  answer — and  a  much  safer  way  to  use  the 
telephone  in  a  car — is  a  new  form  of  voice  mail, 
a  combination  of  computer  and  telephone  that 
works  like  a  tireless  personal  assistant  and  makes 
it  possible  for  callers  to  reach  you  anywhere, 
anytime — if  you  want  to  be  reached. 

The  best  known  of  these  services  is 
Wildfire,  from  Wildfire  Communications  of 
Lexington,  Mass.  (Forbes,  Nov.  7,  1994).  Its 
competitors  include  AccessLine,  Prairie 
Systems,  Precision  Systems,  Priority  Call 
Management  and  Telecommunications 
Premium  Services.  The  big  phone  companies 
are  getting  into  this  market,  as  are  voice-mail 
concerns  like  Boston  Technology,  Brite  Voice 
Systems  and  Octel. 

It's  easy  to  see  why  telephone  companies 
want  in.  Enhanced  services  make  the  tele- 
phone more  personal  and,  thus,  less  of  a  com- 
modity chosen  only  by  price.  In  addition  to 
increasing  customer  loyalty,  the  new  services 
should  increase  telephone  company  profits  by 
raising  call  completion  rates  and  thereby  mak- 
ing better  use  of  the  capital  tied  up  in  their 
networks. 

For  now,  voice  processing  is  a  $1.8  billion 
industry.  The  day  may  not  be  far  off  when 
telephone  robots  are  as  common  as  automatic 
teller  machines.  Sales  of  devices  that  screen 
and  forward  calls  should  approach  $4  billion 
next  year. 

We  need  these  things.  AT&T  surveys  show 
that  four  out  of  five  business  calls  don't  con- 


nect with  the  intended  recipient.  That  prob- 
lem is  made  worse  by  the  increasingly  mobile 
work  force  and  the  trend  toward  virtual 
offices,  where  workers  do  from  home  or  the 
road  jobs  they  once  had  to  do  from  the 
office. 

Let's  hope  that  bigger  volume  brings  down 
the  price  of  telephone  robots.  Wildfire 
charges  $50,000  and  up  for  its  hardware  and 
software  package.  The  communications  assis- 
tant is  also  available  through  a  service  bureau, 
but  that  will  run  you  a  monthly  charge  of 
$50,  plus  toll  charges. 

It  adds  up.  Because  my  Wildfire  computer 
was  in  Massachusetts,  all  my  calls  were  routed 

Four  out  of  five  business  calls  don't 
connect.  It  gets  even  worse  with  the 
trend  toward  virtual  offices. 

through  there,  thus  adding  a  toll  even  to  my 
local  calls.  In  addition,  Wildfire  works  by 
voice  command  and  must  be  trained  to  rec- 
ognize your  voice — trained  on  each  telephone 
set  you  are  likely  to  use.  During  idle 
moments  at  a  conference  in  Las  Vegas,  I 
trained  Wildfire  on  my  cellular  phone.  That 
training,  plus  heavy  use  of  Wildfire  on  that 
trip,  resulted  in  a  cellular  phone  bill  of  more 
than  $500  that  month. 

But  what  convenience.  There's  only  one 
number  to  remember  (plus  a  security  code) 
and  calls  will  follow  you.  Say  you're  leaving 
the  office  and  walking  to  your  car,  which  is 
five  minutes  away,  and  making  a  half- hour 
drive  home.  There's  a  mobile  phone  in  your 
car,  and  you're  carrying  a  cellular  phone.  Just 
call  your  Wildfire  robot  and  start  talking. 
Give  it  your  schedule.  From  then  on,  those 
who  call  your  Wildfire  number  can  reach  you, 
on  the  sidewalk,  on  the  highway  or  at  home. 
If  for  some  reason  the  system  fails — let's  say 
you're  driving  through  a  tunnel  and  are  tem- 
porarily cut  off  from  cellular  service — Wildfire 
will  notify  you  'by  a  page  that  you've  missed  a 
call;  it  can  identify'  the  caller  for  you  and  send 
the  name  as  part  of  the  page. 

It's  going  to  get  better.  Telephone  compa- 
nies are  experimenting  with  services  that  will 
remind  you  of  appointments,  broadcast  a 
message  to  several  phone  numbers,  or  for- 
ward a  fax  to  the  machine  at  your  hotel. 
Some  services  will  even  read  aloud  your  elec- 
tronic mail — so  you  can  listen  to  it  while  on 
the  freeway. 
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Biotech  is  a  buy 


BY  MICHAEL  GIANTURCO 


Michael  Gianturco  is 
president  of  The 
Princeton  Portfolios. 
His  new  book  on 
investing  in  technology 
stocks  and  funds  is 
The  Market  that  Beats 
the  Market  (Little 
Brown,  1995). 


The  worst-performing  sector  in  the  mini- 
crash  of  Mar.  8  was  biotechnology,  with  a  loss 
of  6.6%.  Don't  panic.  This  is  not  a  time  to 
unload.  This  is  a  good  time  to  be  buying. 

If  you  want  to  lighten  up  on  technology, 
sell  your  electronics  stocks.  Maintain,  or  per- 
haps even  enhance,  your  holdings  in  biotech. 
This,  I  submit,  is  a  conservative  posture. 

Biotech?  Conservative?  By  themselves, 
biotechnology  stocks  are  extremely  volatile. 
But  it  is  important  to  note  that  biotech  stocks 
go  their  own  way.  They  are  driven  more  by 
drug  technology  than  by  market  or  economic 
trends.  Thus,  they  complement  a  portfolio  of 
blue  chips  and  foreign  stocks. 

Biotech  stocks  have  enjoyed  a  strong  rally 
since  Thanksgiving,  a  rally  grounded  not  on 
speculation  but  on  real  progress  in  medicine. 
Much  as  in  1991,  during  the  staging  period 
for  the  last  great  biotech  rally,  many  new 
drugs  are  tantalizingly  close  to  market: 
Centocor's  anticlotting  agent,  Rheopro,  and 
the  protease  inhibitor  drugs  aimed  at  AIDS  are 
among  those  that  have  captured  the  attention 
of  the  stock  market. 

A  relatively  conservative  yet  promising 
biotech  investment  is  Biogen.  It  is  one  of  the 
big  five,  the  mature  biotechnology  companies 
with  significant  revenues.  The  other  four: 
Chiron,  Genentech,  Am  gen  and  Genzyme. 
Biogen  has  important  links  to  pharmaceutical 
giants,  but  unlike  Chiron  and  Genentech,  it 
has  not  surrendered  much  control  to  a  big 
partner.  Biogen  is  unique  among  the  big  five 
in  that  it  has  as  yet  no  major  product  sales  of 
its  own.  Its  revenues  consist  of  royalties. 

Biogen's  important  royalties  are  from 
Schering-Plough's  sales  of  Intron  A,  an  alpha 
interferon  drug  that  fights  viruses,  and  from 
sales  of  hepatitis  B  vaccines  and  diagnostics 
based  on  recombinant  proteins  created  and 
patented  by  Biogen. 

Last  year  Biogen  netted  $5.7  million  on 
revenue  of  $152  million.  Exclude  interest 
earnings  on  its  $308  million  cash  hoard,  how- 
ever, and  it  was  in  the  red.  That's  because 
Biogen  spends  so  heavily  on  research — $88 
million  last  year.  The  years  of  heavy  R&D  are 
about  to  pay  off.  Biogen  will  soon  launch  a 
product  of  its  own,  a  beta  interferon  for  the 
treatment  of  multiple  sclerosis.  On  Dec.  4  an 
advisory  panel  unanimously  recommended 
this  drug,  to  be  branded  Avonex,  for  fda 
approval. 


Multiple  sclerosis  is  a  disease  of  the  central 
nervous  system.  It  afflicts  300,000 
Americans.  The  body's  immune  system  nor- 
mally protects  against  invaders  or  foreign  sub- 
stances like  viruses,  bacteria  or  parasites.  But 
in  multiple  sclerosis  the  immune  system  goes 
awry  and  mistakes  normal  cells  for  invaders. 
Specifically,  it  attacks  myelin,  the  insulating 
tissue  surrounding  nerve  cells.  The  result  is 
muscle  weakness  and  loss  of  coordination. 
Patients  suffer  periodic  flare-ups  interrupted 
by  remissions.  There's  no  cure,  but  beta 
interferon  drugs  may  make  the  flare-ups  less 
intense  and  the  remission  periods  longer. 

Chiron  sells  beta  interferon  under  the 
brand  name  Betaseron  to  an  estimated 
30,000  patients  in  the  U.S.,  who  pay  about 
$9,000  a  year  for  the  drug.  Biogen's  drug  is  a 
biochemically  more  "natural"  molecule  than 
Betaseron,  as  a  result  of  different  manufactur- 
ing methods.  Avonex  is  less  likely  than 

There's  no  cure  for  MS,  but  Biogen's 
drug  could  make  flare-ups  less 
intense  and  remissions  longer. 

Betaseron  to  be  attacked  itself  by  the  immune 
system,  and  it  doesn't  need  to  be  injected  as 
frequently. 

Analyst  Jacqueline  Siegel,  a  molecular  biol- 
ogist who  follows  Biogen  for  Gerard 
Mattison  Klauer  in  New  York,  expects  Biogen 
to  offer  Avonex  at  perhaps  $7,000  a  year.  She 
predicts  Avonex  sales  this  year  of  $50  million. 
Sales  of  the  drug  in  1997  could  triple  this 
revenue,  and  push  Biogen's  earnings  per 
share  to  $2. 

In  addition  to  Chiron's  Betaseron,  Avonex 
will  face  competition  from  other  kinds  of 
multiple  sclerosis  treatments.  Teva 
Pharmaceutial  and  Immulogic  (both  publicly 
traded)  and  Neurocrine  (private)  are  working 
on  other  ways  to  treat  the  disease.  It's  not 
clear  that  Biogen  can  hold  a  solid  patent  wall 
around  Avonex. 

But  if  Avonex  does  not  measure  up  to 
expectations,  Biogen  will  still  do  well.  The 
stock  recently  closed  at  65.  Don't  worry 
about  Biogen's  price;  look  at  the  whole  tech 
sector,  and  buy  Biogen  when  the  sector  is 
weak.  Specifically,  put  in  a  market  order  for 
Biogen  if  and  when  the  Pacific  Stock 
Exchange  technology  index,  recently  211, 
closes  below  190.  HB 
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Empty  shelves 

What's  a  value  manager  to  do  in  a  bull  market?  Stay 
heavily  in  cash,  turn  away  new  clients  and  wait  patiently. 


By  Riva  Atlas 

In  the  bear  market  of  1973,  young 
money  manager  William  Sams  lost 
43%  of  the  $60  million  entrusted  to 
him.  Don't  tell  him  stoeks  only  go  up. 

Sams'  bosses  stuck  by  him  that  year 
as  he  shifted  over  half  his  assets  into 
cash,  and  that  enabled  him  to  make  a 
comeback,  using  the  cash  to  buy 
stocks  when  the  market  bottomed  in 
1974.  Like  nearly  everybody,  he  was 
down  in  1974,  but  just  15%;  not  bad, 
compared  with  the  26%  drop  of  the 
Standard  &  Poor's  500. 

Sams  never  forgot  the  lessons  of  the 
great  1973-74  crash:  Always  keep 
some  cash  on  hand.  You  never  know 
when  you'll  need  it.  Now  58,  he  is  the 


about  Sams.  Despite  dragging  an  an- 
chor in  the  form  of  cash  reserves,  he 
has  achieved  an  average  annual  appre- 
ciation of  17%  in  the  14  years  he  has 
run  the  Paramount  Fund,  about  a 
point  ahead  of  the  market.  Yet  the 
fund's  risk  level,  measured  by  the 
standard  deviation  of  its  monthly  re- 
turns, is  1 5%  below  that  of  the  market. 

Much  of  Sams'  market  beating  has 
come  in  weak  or  down  markets;  he 
does  tend  to  lag  in  heavy  up  markets. 
Last  year,  weighted  down  with  cash 
and  conservatively  invested,  Para- 
mount was  up  a  puny  13%,  against 
38%  for  the  s&P  500. 

How  can  you  lag  like  that  and  still 


Dry  powder 


Fund                                     Assets1  Portion  Annual  1995 

($mil)  in  cash  expenses  return 
per  $100 

FPA  Paramount                            $575                 29%  $0.89  13% 

Meridian                                    375                 27  1.06  22 

Mutual  Qualified                         2,900                26  0.73  27 

Mutual  Shares                             5,200                 25  0.72  29 

T  Rowe  Price  Capital  Appreciation         864                 24  0.97  23 


'As  of  Dec.  31.  1995. 
Source:  Morningstar.  Inc. 


Dallas-based  manager  of  the  $619 
million  FPA  Paramount  Fund,  and  of 
$500  million  more  in  private  ac- 
counts. He  typically  keeps  at  least  25% 
of  his  portfolios  in  cash,  and  is  up  to 
40%  now. 

Sams  is  a  value  investor,  meaning 
he  prefers  defensive  stocks  trading  at 
low  multiples  of  their  earnings  and 
book  value.  Two  such  stocks  he's 
bought  recently  are  YVendv's,  the 
hamburger  chain,  an  J  I  nifi,  a  proces- 
sor of  polyester  fiber. 

Now  here's  the  impressive  thing 


beat  the  market  over  the  long  haul?  By 
spending  down  the  cash  when  stocks 
are  cheap — just  as  he  did  in  1974. 
Right  before  the  October  1987  crash, 
Sams  had  32%  of  Paramount's  assets 
in  cash.  By  the  end  of  the  year  that 
position  had  dwindled  to  12%.  After 
the  debacle  Sams  bought  such  stocks 
as  American  Medical  International 
and  DSC  Communications.  This  bar- 
gain-hunting helped  him  beat  the  s&P 
by  17  points  that  vear,  and  bv  3  points 
in  1988. 

What  will  it  take  for  value  investing 


Here  are  five 
funds  with  low 
expenses  and 
lots  of  cash. 


to  look  good  again?  A  crash  would  I 
help.  In  a  bad  market  Wendy's,  trad- 
ing at  18  times  trailing  earnings, 
should  hold  up  better  than  McDon- 
ald's at  26  times.  Unifi  (17  times 
trailing  earnings )  would  probably  do 
better  than  a  glamour  stock  like  Net- 
scape (253  times  estimated  earnings) 
or  Oracle  (43  times  trailing  earnings). 
If  the  market  dropped  25%,  Sams' 
customers  would  lose  money,  but 
probably  would  lose  much  less  than 
investors  generally:  In  the  fourth 
quarter  of  1987,  when  the  Vanguard 
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Index-500  fund  fell  23%,  FPA  Para- 
mount was  off  only  16%. 

Sams  likes  to  buy  into  cyclical  com- 
panies when  prices  for  their  output  are 

|  weak,  then  wait  patiently  for  the  turn. 
That  can  take  a  while.  He  began 

•  buying  paper  stocks  in  1990.  By  the 
time  paper  and  pulp  prices  rebounded 
in  1994,  15%  of  Paramount's  assets 
were  in  the  sector.  That  year  Sams 

■  cashed  out,  booking  gains  in  Champi- 
on International  and  Bovvater. 

Sams  has  loaded  up  on  energy 
stocks  over  the  last  two  years,  making 


them  34%  of  Paramount's  assets.  His 
holdings  include  oil  service  stocks  like 
driller  Ensco  International,  up  over 
90%  in  the  last  12  months.  Here,  too, 
Sams  is  starting  to  take  profits. 

What  stocks  is  he  buying  now?  One 
is  Ford  Motor.  Ford's  net  income  fell 
63%  in  the  fourth  quarter,  the  conse- 
quence of  heavy  outlays  for  redesign- 
ing the  Taurus  and  a  pickup  truck.  At 
a  recent  337/s,  Ford  trades  at  1 1  times 
estimated  1996  earnings  (to  the  mar- 
ket's forward  multiple  of  15),  at  24 
times  dividends  (to  the  market's  45) 


market's  3.9). 

Another  recent  addition  to  his 
portfolios  is  Mohawk  Industries, 
whose  stock  trades  at  14V8,  down  27% 
from  its  52 -week  high.  The  carpet- 
maker  has  been  hurt  by  growing  pains 
from  recent  acquisitions,  and  by  its 
ties  to  housing  starts.  Sams  predicts 
the  recent  declines  in  interest  rates 
will  benefit  this  company. 

Sams  is  holding  on  to  his  losing 
investments  in  two  battered  retailers: 
Woolworth  and  Charming  Shoppes. 
Sams  began  buying  Woolworth  two 
years  ago,  and  now  owns  4%  of  its 
stock.  His  average  cost  is  15;  Wool- 
worth  trades  at  16.  Sams  is  betting 
new  boss  Roger  Farah  will  revive  the 
retailer's  fortunes  and  that  the  old- 
line  retailer  will  earn  $2  a  share  by 
1999 — compared  with  a  loss  of  $1 .23 
for  the  fiscal  year  that  ended  Jan.  31, 
1996.  If  the  earnings  come  through, 
Sams  says,  Woolworth  stock  should 
trade  near  30. 

Sams'  portfolios  own  7%  of  Charm- 
ing Shoppes,  the  women's  clothing 
chain,  bought  at  an  average  price  of 
SlA.  The  stock  trades  at  413/i6,  just 
above  book  value.  But  Sams  thinks 
Dorrit  Bern,  a  former  Sears  executive 
who  became  Charming's  president  in 
August,  will  rescue  the  retailer.  If 
Bern  is  successful,  the  stock  should 
double  within  two  years. 

"Unlike  Warren  Buffett,  who  buys 
good  businesses  at  bad  prices,  Sams  is 
willing  to  buy  what  look  like  bad 
businesses  at  good  prices,"  says  Don- 
ald Phillips,  president  of  the  Morn- 
ingstar  fund -rating  service. 

But  clearly  it's  getting  harder  to 
find  good  businesses  at  bad  prices  in 
this  market,  which  explains  why  Sams 
is  40%  in  cash.  He  closed  FPA  Para- 
mount to  new  investors  in  early  1995 
so  as  not  to  pile  up  more  idle  cash. 
■"I'm  finding  pockets  of  buying  op- 
portunities," says  Sams.  "But  I'd  like 
this  market  to  take  a  small  breather." 

Bears  are  fairly  scarce  these  days  in 
the  mutual  fund  business,  but  Sams  is 
by  no  means  the  only  one.  The  table 
opposite  lists  five  funds  with  cash 
positions  over  24%.  Unlike  FPA  Para- 
mount, these  are  willing  to  take  new 
money  from  investors.  Implicit 
promise:  We'll  put  your  cash  to 
good  use  when  we  can  find  some 
bargains.  MB 
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Making  a  virtue 
of  smallness 

Tiny  funds  are  usually  at  a  competitive  disadvantage  to 
big  ones.  Exception  to  the  rule-.  When  the  fund  owns  tiny 
stocks.  That's  the  raison  d'etre  of  Rockwood  Growth. 


By  Thomas  Easton 

Ross  Farmer  wears  lots  of  hats.  He's 
portfolio  manager,  distributor  and 
officer  manager  of  the  Rockwood 
Growth  Fund  in  Idaho  Falls,  Idaho. 
With  only  $1  million  in  assets,  he 
fights  an  uphill  battle  against  the 
giants  of  the  business.  The  big  fund 
families  can  afford  national  ad  cam- 
paigns; Farmer's  advertising  is  limited 
to  2-by-4-inch  notices  in  the  Idaho 
Falls  Post-Register.  Fidelity  has  legions 
of  analysts;  Farmer's  sole  assistant  is  a 
part-time  secretary.  Vanguard  keeps 
its  cost  burden  low  by  spreading  over- 
head over  $192  billion  in  assets. 
Though  it  pinches  pennies,  Rock- 
wood Growth  runs  up  a  3%  annual 
expense  tab.  Heck,  Farmer  can't  even 
afford  the  fees  to  register  the  fund  for 
sale  anywhere  except  in  Idaho. 

But  there's  one  advantage  a  small 
fund  has  over  the  behemoths:  It  can 
effectively  buy  the  stocks  of  very  small 
companies.  These  companies,  over- 
looked by  brokerage  analysts  and  with 
market  caps  too  small  to  interest  a  big 
fund,  are  a  rather  inefficient  sector  of 
the  market  and  sometimes  produce 
spectacular  winners.  Over  the  last  five 
years  Rockwood  Growth  Fund  has 
beaten  the  market,  with  a  17.3%  com- 
pound annual  return  to  15%  for  the 
s&P  500.  Before  expenses,  Farmer 
was  doing  nearly  20%  a  year. 

Farmer  owns  a  few  Big  Board 
stocks  (including  Boise  Cascade  and 
Oak  Industries)  that  he  can  sell  on  a 
moment's  notice  to  provide  cash  for  a 
redeeming  shareholder.  But  the 
majority  of  the  fund's  21  stocks  are 
ones  you  have  never  heard  of. 

Blue  Ridge  Real  Estate  is  one.  The 
company  can't  be  found  in  standard 
corporation  guides,  but  that  was  not 


always  true.  It's  what's  left  of  the  once 
mighty  Ixmigh  Coal  &  Navigation, 
created  by  an  act  of  the  Pennsylvania 
legislature  in  the  1820s  and  one  of  the 
100  largest  corporations  in  the  U.S.  as 
recently  as  1917. 

Spun  off  from  the  deteriorating 
coal  operations  in  1966,  Blue  Ridge 
clings  to  20,000  acres  in  the  Poconos. 
Among  its  assets  are  two  ski  slopes,  a 
Burger  King  lease  and  a  fishing  pre- 
serve. At  a  recent  5'^,  Blue  Ridge 
sports  a  market  capitalization  of  a 
mere  $11  million.  Add  to  that  sum 
the  $9.6  million  of  debt,  and  you  have 
a  company  priced  at  $21  million.  This 
is  primarily  an  asset  play — a  bet  that 
the  assets  will  prove  to  be  worth  com- 
fortably  more  than  $21  million.  After 
all,  the  assets  are  on  the  books  at  $24 
million,  and  that's  with  the  land  val- 
ued at  $100  an  acre. 

"You  are  buving  an  inventory  of 
cheap  land,"  says  Farmer.  "I  can't 
believe  it  is  worth  any  less  than  it  is 
trading  for  now,  and  it  could  be  worth 
many  times  its  current  price." 

Another  quirky  Rockwood  holding 
is  Transcisco  Industries,  a  freight  train 
maintenance  company  that  survived  a 
failed  scheme  to  open  a  rail  passenger 
service  from  the  San  Francisco  Bay 
area  to  Lake  Tahoe.  Following  a 
bankruptcy  reorganization,  share- 
holders held  a  valuable  railcar  leasing 
unit  and  a  23.5%  stake  in  a  joint  ven- 
ture that  sells  defrosters  used  primari- 
ly on  Russian  tank  cars.  Talk  about 
niches.  But  the  company  makes 
money — 58  cents  a  share  before 
extraordinary  items  in  the  nine 
months  ended  in  December.  Farmer 
started  buying  the  stock  at  2  in  1990. 
He  watched  the  stock  go  to  lA  and 


Ross  Farmer  of  Rockwood  Growth 
Shoestring  fund,  shoestring  stocks. 


increased  his  stake.  Todav  Transcisco 
trades  at  5'/4,  and  Farmer  would  buy 
more  if  his  fund  were  larger. 

Will  his  fund  ever  grow?  Farmer,  a 
5 3 -year-old  former  schoolteacher  and 
stockbroker,  is  not  holding  his  breath. 
Needless  to  say,  he  doesn't  make  a  liv- 
ing from  this  business.  Last  year  he 
waived  most  of  his  0.7%  annual  port- 
folio advisory  fee,  taking  just  $9  (you 
read  that  right)  as  compensation. 
He's  waiting  to  get  noticed,  and  if  he 
does  there  might  be  enough  assets  for 
the  venture  to  really  pay  for  his  years 
of  patience.  In  the  meantime,  he  lives 
off  rentals  from  a  mobile  home  park 
and  apartments  he  owns. 

While  you  are  waiting  for 
Rockwood  to  grow  into  a  real  fund, 
consider  playing  Farmer's  game  on 
your  own.  If  you  can  afford  to  tuck 
awav  a  portion  of  your  assets  in  thinly 
traded  stocks  that  cannot  be  liquidat- 
ed in  a  hurry,  hunt  for  bargains 
among  the  several  thousand  publicly 
traded  companies  that  have  no  Wall 
Street  analysts  following  them.  Useful 
sources  include  the  Moody's  ore 
Industrial  and  ore  Unlisted  manuals, 
and  Securities  &  Exchange  Commis- 
sion filings. 

Here's  another  one  that  Farmer 
owns:  DeVlieg-Bullard.  This 
machine-tool  maker  is,  like  Blue 
Ridge,  a  fallen  angel.  Bullard  was  once 
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one  of  the  leaders  in  this  industry  but 
was  battered  in  the  early  1980s  by  for- 
eign eompetition  and  a  high  dollar. 
DeVlieg  bought  it  in  1987,  and  the 
firm  now  specializes  in  repairs  and 
spare  parts  for  other  machine-tool 
makers.  With  the  shares  at  a  recent 
2  /8,  the  company  carries  a  $30  million 
market  value.  Add  in  debt,  and  you 
have  business  assets  trading  at  $67 
million.  Revenues  were  $78  million  in 
1995,  and  Farmer  expects  them  to  be 
$100  million  this  year:  "Generally, 
you  expect  a  company  like  this  to 
trade  at  a  multiple  of  revenues.  It  is 
not  in  a  commodity  business." 

Farmer  does  not  limit  himself  to 
Ben  Graham  value  investing.  Among 
his  holdings  is  Innerdyne  Corp.,  a 
speculative  play  in  medical  technolo- 
gy. This  Sunnyvale,  Calif,  startup 
makes,  among  other  things,  tiny 
tubes  used  in  abdominal  surgery, 
and  coatings  to  inhibit  rejection  of 
medical  implants.  The  market  capi- 
talization is  $70  million,  analyst  cov- 
erage negligible,  earnings  negative. 
But  sales  recently  hit  $5.3  million, 
six  times  the  year-earlier  figure.  "It 
looks  expensive,  but  they  are  just 
starting.  They  have  four  good  tech- 
nologies and  at  least  three  are  com- 
mercially viable,1'  says  Farmer.  He 
expects  sales  to  reach  $70  million 
within  five  years. 

Farmer's  largest  position,  almost 
12%  of  the  fund,  is  Todd-AO  Corp.,  a 
company  founded  by  Michael  Todd, 
the  famous  show  biz  impresario  who 
was  one  of  Elizabeth  Taylor's  hus- 
bands. This  company  operates  sound 
studios  for  Hollywood.  That  means 
editing  soundtracks  or  adding  music 
or  sound  effects.  Revenues  have 
increased  steadily  over  the  past  five 
years,  doubling  to  $50  million  in  the 
fiscal  year  ended  August  1995  from 
fiscal  1990.  At  10'/2,  Todd  trades  at 
17  times  earnings.  Cheap  for  a 
growth  stock,  says  Farmer;  if  it  were  a 
much  larger  company,  the  multiple 
would  be  20  or  25. 

You  have  to  be  careful  in  the  mar- 
ket for  very  small  companies.  There 
are  penny  stocks  with  rigged  prices 
and  there  are  plenty  of  stocks  that  go 
from  2  to  /4  and  never  come  back. 
But  there  are  also  pockets  of  ineffi- 
ciency that  create  opportunities  for 
the  diligent  researcher.  Happy  hunt- 
ing, but  invest  with  care. 
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LARGEST  INTERNATIONAL  NO-LOAD  MANAGER1 


Capitalize  On  Europe's  Opportunities 


Average  Annual  Total  Returns 

as  of  12/31/95" 

I  European  Stock  Fund 

Lipper  F.uropean  Region  Funds  Average 


21.9% 


.9% 


10.3%  93o/o 


8.2% 


T.  Rowe  Price  European  Stock  Fund 

offers  investors  a  way  to  participate  in 
the  growth  and  integration  ol  European 
economies.  It  invests  in  the  stocks  ol 
small  and  large  European  companies 
positioned  to  benefit  from  opportuni- 
ties arising  throughout  this  region. 
The  fund  has  consistently  outper- 
formed its  Lipper  Category  Average 
since  inception  (2/28/90).* 

International  investing  has  special 
risks,  including  currency  fluctuations 
and  limited  geographic  focus.  As  with  any  stock  fund,  there  will  be  price 
fluctuation.  $2,500  minimum  investment  ($1,000  for  IRAs).  100%  no  load. 

Call  24  hours  for  a  free  report  and  prospectus 

1-800-541-8460 


I  vear 


5  years     since  inception 


Invest  With  Confidence 

T.RoweRiee 


'Strategic  Insight  Simfund.  *Source:  Lipper  Analytical  Services,  Inc.  "Figures  include  changes  in  principal 
value,  reinvested  dividends,  and  capital  gain  distributions.  Past  performance  cannot  guarantee  future  results. 
Investment  return  and  principal  value  will  vary  and  shares  may  be  worth  more  or  less  at  redemption  than  at 
original  purchase.  Request  a  prospectus  with  more  complete  information,  including  management  fees  and 
other  charges  and  expenses.  Read  it  carefully  before  you  invest  or  send  money.  T.  Rowe  Price  Investment 
Services,  Inc.,  Distributor.  ESF030586 
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STATISTICAL  SPOTLIGHT 


Rethinking  Taiwan 

Looking  beyond  the  war  scare,  Taiwan  stocks  look  like  real  bargains. 


By  John  H.  Christy 

After  a  brutal  1995,  many 
Asian  emerging  markets  are  off 
to  a  quick  start  this  year: 
Indonesia  is  up  11%,  Malaysia, 
10%  and  the  Philippines,  4%. 
Taiwan  is  sitting  this  one  out, 
investors  panicked  by  threatening 
moves  from  the  communist  bul- 
lies on  the  mainland.  The  average 
stock  on  the  Taipei  market  is 
down  59%  in  dollar  terms  from 
its  February  1990  high. 

Economically,  Taiwan  is 
another  story.  The  country's 
gross  domestic  product  grew  1 
6.3%  in  1995.  Inflation  is  at  a 
recent  2.3%  rate  (annualized), 
down  from  5.2%  a  year  earlier. 
Corporate  earnings  were  up  15%  last 
year,  according  to  Jardine  Fleming 
Taiwan  Securities1  head  of  research, 
Jeffrey  Toder. 

The  government  is  making  stocks 
more  attractive.  In  March  it  raised 
the  maximum  share  of  the  Taipei 
market's  combined  capitalization 
that  can  be  owned  by  foreigners 
from  15%  to  20%.  It  also  raised  the 
amount  that  local  pension  funds  can 
put  into  stocks. 


Things  could  remain  unsettled  in 
this  part  of  the  world  for  a  good  time 
to  come,  but  the  smart  investor 
moves  in  while  the  timid  one  sits  on 
the  sidelines.  Jonathan  Ross,  manag- 
er of  the  Taiwan  office  of  HG  Asia,  a 
Hong  Kong- based  investment  bank, 
expects  the  Taiwan  Stock  Exchange 
Index  to  reach  6000  within  the  next 
two  years,  30%  above  its  current 
level.  No  question:  Taiwan  has  plen- 
ty of  big  companies  with  cheap 


prices.  We  list  ten  such  bargains  in 
the  accompanying  table.  Several 
of  these  companies  have  global 
depositary  receipts,  which  can  be 
bought  and  traded  just  like  U.S.- 
listed  shares. 

One  such  example  is  Acer,  a 
microcomputer  maker  well  known 
in  the  U.S.  With  revenues  of  $2.4 
billion,  Acer  sells  for  a  mere  seven 
times  estimated  1996  earnings. 
The  company  is  expanding  its 
market  share  in  the  booming 
Asian  personal  computer  market. 

Nan  Ya  Plastics,  with  sales  of 
$3.5  billion,  is  the  largest  compa- 
ny on  our  list.  Nan  Ya  is  a  leading 
manufacturer  of  polyvinyl  chlo- 
ride, polyester  and  computer  circuit 
boards. 

A  few  closed-end  funds  specialize 
in  Taiwan.  One  of  the  largest  is  the 
roc  Taiwan  Fund,  with  $284  million 
in  assets.  Despite  Taiwan's  geopoliti- 
cal woes,  this  fund  trades  at  a  hefty 
14%  premium  to  net  asset  value. 
You're  better  off  assembling  your 
own  portfolio  of  Taiwanese  stocks. 
You  will  also  spare  yourself  the  fund's 
2%  annual  expense  burden. 


The  dollar  goes  far  in  Taipei 


Company/business 

Recent 

—Price/earnings  ratio — 

Price/ 

Price/ 

Dividend 

Return 

Sales 

Market 

price 

latest 

1996 

book 

cash 

yield 

on 

($mil) 

value 

12  mos 

estimated 

value 

flow 

equity 

($mil) 

AcerVcomputers 

$2.13 

10.9 

7.4 

2.7 

10.2 

0.5% 

24.9% 

$2,383 

$2,008 

Asia  Cement*/cement.  building  materials 

1.58 

13.3 

13.9 

2.4 

9.9 

3.5 

18.0 

558 

2,072 

Cheng  Shin  Rubber  Industry/tires 

1.12 

14.3 

16.0 

2.2 

8.9 

0.0 

15.1 

430 

562 

China  Motor/automobiles 

1.39 

6.8 

7.5 

1.8 

5.5 

2.0 

26.6 

1,531 

803 

Far  Eastern  Department  Stores/department  stores 

0.99 

13.1 

12.3 

1.8 

8.8 

3.7 

13.9 

656 

445 

Formosa  Plastics/chemicals 

1.46 

11.-1 

12.1 

2.5 

8.7 

2.7 

22.9 

1,371 

3,020 

Nan  Ya  Plastics/chemicals,  textiles,  electronics 

1.47 

12.3 

10.9 

2.6 

7.7 

2.5 

20.7 

3,466 

3,589 

President  EnterprisesVfood 

1.15 

7.4 

13.8 

2.2 

6.1 

0.0 

29.0 

970 

1,774 

Tatung/electncal  equipment  &  electronics 

179 

12.8 

8.3 

3.0 

9.9 

1.3 

23.3 

1,552 

3,328 

Tuntex  Distinct*/construction,  textiles 

0.61 

7.3 

8.5 

1.4 

5.8 

0.0 

19.2 

657 

1,047 

Prices  as  of  Feb.  29.  'Available  as  a  Global  Depositary  Receipt. 

Sources:  Morgan  Stanley  Capital  International  and  IBES  International  via  OneSource  Information  Services;  HG  Asia,  Ltd. 


Absent  China's  saber-rattling,  these  Taiwanese  blue  chips 
would  probably  be  trading  at  much  richer  multiples. 
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IRA 


It's  your 


money 


Why  share  it? 


You  earned  it.  Now  you're  going  to  pay  someone 
an  annual  fee  for  the  privilege  of  holding  it? 
Over  time,  that  $29  charged  every  year  could 
mean  $6,000  less  for  you* 

At  Charles  Schwab,  you  don't 
have  to  pay  an  annual  IRA  fee.  (Just 
have  $10,000  in  your  account  hy 


LA 
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NO  ANNUAL  FEE 


September  15,  1996.)  And  that's  just  for  starters. 

Lots  of  Ways  to 
Be  Selfish. 

Stocks,  bonds,  CDs,  global  funds,  you  name 
it — Schwab  has  it.  All  available  with  our  everyday 
low  rates.  (Save  an  extra  10%  when  you  trade  online 
or  by  phone.) 

You'll  save  buying  mutual  funds,  too.  Choose 
from  over  350  in  our  Mutual  Fund  OneSource®  all 
without  loads. 


Thousands  of  New  Accounts. 

Nobody  on  Commission. 
Something  Must  Be  Working. 

Every  month,  tens  of  thousands  of  investors 
switch  to  Schwab.  And  that's  without  commissioned 
sales  people  calling  up  at  dinner  time.  We  were 
founded  on  the  idea  that  individuals  should  get  a  fair 
shake  in  investing.  Lots  of  people  seem  to  agree. 


Call  for  J^p}^^' 
Your  M/ 
Free 

Retirement 
Planning  Guide. 

1^800^310^2849 

h  1 1  p :  /  /  www.  schwab  .com 


You  Can't  Retire  Until  Your  Money  Goes  To  Work. 


Charles  Schwab 


Assumes  total  savings  of  $6,031  over  35  years,  based  on  a  hypothetical  8%  return  on  initial  $10,000  deposit  and  a  $29  annual  account  fee  savings. 
Set-up  and  maintenance  fees  for  certain  IRA  assets  such  as  limited  partnerships  and  promissory  notes  still  apply.  Prospectuses  containing  more  complete 
information,  including  management  fees,  charges  and  expenses,  are  available  from  Schwab.  Please  read  them  carefully  before  investing.  Schwab  receives 
remuneration  from  Mutual  Fund  OneSource  companies.  ©1996  Charles  Schwab  &  Co.,  Inc.  All  rights  reserved.  Member  SIPC/NYSE.  (3/96) 
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thorny  problems 
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medicine  and  chemicals 
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Glassmakers  are  converting  to  oxygen 
furnace  technology.  It  helps  meet  enviror 
mental  goals  economically  by  reducing 
energy  needs  and  emissions. 


and  chips  (computer  or 
potato)  and  solves  them 
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Powerful  magnets  in  MRI  machines  are  supercooled  by  liquid 
helium,  creating  the  technology  that  permits  diagnosis  of 
internal  body  conditions  without  surgery. 


helium,  nitrogen  o 


using  basic  molecule 

■ 

such  as£  hydrogen. 


oxygen-a: 
ingenious  new  technologies  which 
are  cleaner  and  less  costly  g 
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Making  our  pl  anet 
more  productive. 

For  more  information  please  call   1  -  8  0  0  -  P  Ft  A  X  A  I  Ft 

e-mail:  infn@araxair.cam 


THE  FORBES /BARRA  WALL  STREET  REVIEW 


BY  ERIC  S.  HARDY 


After  rising  almost  nonstop  by  45%  in 
the  past  15  months,  the  Dow  indus- 
trials have  entered  a  roller-coaster 
phase.  One  fear:  Interest  rates  have 
stopped  falling  and  might  even  rise. 
But  Chase  Regional  Bank  Chief 
Economist  Irwin  Kellner  doubts  that 
serious  inflation  is  in  store.  "Eco- 
nomic [gdp]  growth  should  acceler- 
ate this  year,  but  only  from  0.7%  in 
the  first  quarter  to  2.4%  during  the 
fourth  quarter,"  says  Kellner.  "This 
should  keep  inflation  at  2%  or  lower." 

In  this  market  Robinson- 
Humphrey's  Robert  Robbins  likes 
some  of  the  battered  technology 
stocks,  including  long  distance  carri- 
er LCI  International  and  computer 
network  firm  Cisco  Systems.  In  the 
transportation  sector,  Robbins  favors 
Atlantic  Southeast  Airlines,  which 
pays  a  small  dividend  and  sells  for  17 
times  profits. 


The  overall  markets 


Special  focus 


The  Canadian  dollar  buys  17%  fewer  U.S. 
dollars  today  than  at  the  start  of  1990. 
But  hope  springs  eternal;  some  money 
men  on  both  sides  of  the  border  believe 
the  Canadian  economy  and  currency  are 
set  to  rebound.  The  table  identifies  eight 
Canadian  financial  service  firms  that 
would  benefit  from  this,  and  from 
Canada's  growing  service  economy. 


Canadian  thaw 


Company 

Recent 
price* 

1996 
est  P/E 

Bank  of  Montreal 

$23.00 

8 

Bank  of  Nova  Scotia 

22.29 

8 

Canadian  Imperial  Bank 

29.96 

8 

Great-West  Lifeco 

22.11 

10 

Hees  International 

10.96 

10 

National  Bank  of  Canada 

8.40 

7 

Royal  Bank  of  Canada 

23.02 

8 

Toronto-Dominion  Bank 

17.17 

8 

The  Barra  All-US  price  index  as  of  3/15/96 


12-month  closeup 


3600 
3200 
2800 

Market  value:  $7,264.0  billion 
P/E:  21.2 

P/E  minus  negative  EPS:  17.3 
Price/book:  3.1 
Yield:  1.9% 

3600 
3400 
3200 

■Barra  index 

qi  200-day  moving  average 

2400 

NT  / 

2000 

3000 

1600 

.    1    1  kjff*  Performance 
|M#f                       East  4  weeks 

7        W               Since  12/31/95 

Price 

-0.5% 
4.3 

Total  return 

-0.3% 
4.7 

2800 

1200 

I        1        1        1  1 
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'89    '90    '91    '92    '93    '94    '95  '96 
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Closeup  on  the  markets 


Index  or  investment 

Barra  All-US  index 

S&P/Barra  Growth  index1 

S&P/Barra  Value  index3 

Dow  Jones  industrials 

S&P  500 

NYSE 

Nasdaq 

Amex 

EAFE 

CRB  futures  index4  5 
Gold 5 (Comex  spot) 
Yen 5  (per  $US) 
Oil 5  (W  Texas  Intermediate) 


2-week  change 


%  change  from 
1  year  ago      5-year  high 


-0.2% 

-0.4 

-0.2 

0.9 
-0.5 
-0.5 

1.2 
-0.3 
-1.3 

1.6 
-0.7 

0.4 
13.7 


28.8  % 

31.9 

33.5 

37.1 

29.4 

28.2 

36.0 

23.1 

11.6 

7.0 

5.2 
12.6 
18.5 


-2.1% 

-3.6 

-2.0 

-3.0 
-2.4 
-1.6 
-1.5 
-2.4 
-1.0 
-4.6 
-14.6 
-8.5 


The  best  and  worst  performing  stocks 


2-week 

1996 

2-week 

199B 

Best 

Price 

change 

EPS6 

Worst 

Price 

change 

EPS6 

Golden  Star  Resources 

14 

86% 

NA 

Lidak  Pharmaceuticals 

2  l/2 

-52% 

NA 

Acme-Cleveland 

303/8 

58 

$1.65 

Big  Flower  Press  Hldgs 

11 

-42 

$0.97 

ACT  Networks 

25  y2 

56 

0.03 

Exogen 

121/2 

-38 

-0.70 

Heilig-Meyers 

20 

44 

1.02 

ImmuLogic  Pharmaceutical 

ll3/4 

-38 

-1.28 

PAR  Technology 

15  7/8 

43 

0.74 

Midcom  Communications 

&Vz 

-38 

-0.05 

The  best  and  worst  performing  industry  factors7 


2-week 

Since 

2-week 

Since 

Best 

change 

12/31/95 

Worst 

change 

12/31/95 

Forest  products 

10.6% 

9.4% 

Life  insurance 

-5.8% 

2.8% 

Apparel,  textiles 

7.6 

12.2 

Precious  metals 

-5.1 

-7.3 

Oilfield  services 

7.3 

15.4 

Telecommunications 

-5.1 

12.8 

Retail 

7.2 

12.3 

Electric  utilities 

-4.4 

0.8 

Pollution  control 

5.8 

0.4 

Property  &  health  insurance 

-3.7 

man Mwiwiii  m  »nm  inu  mum 

•In  U.S.  dollars. 
Source:  IBES  Express. 

Note:  Data  for  period  ending  3/15/96.  The  Barra  All-US  price  index  consists  of  all  publicly  traded  common  U.S.  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on  U.S. 
markets.  ADRs,  REITs  and  closed-end  funds  are  excluded. 1  Total  return  of  a  portfolio  of  more  than  1 50  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above-average  earnings 
growth.  'Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios. 5  A  dollar-denominated  capitalization-weighted  index  of  more 
than  1,100  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International.  *  Index  of  21  commodity  futures.  ''Source:  Knight-Ridder  Financial  Publishing  "Estimate. 
Source:  IBES  Express. 7  Shows  return  to  the  industry  factor  after  controlling  for  other  influences,  including  company  size,  value  and  growth  characteristics.  Multi-industry  firms  have  proportional  contributions  in  two 
or  more  groups.  NA:  Not  available.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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FIXED  INCOME  REVIEW 


Treasury  yield  curve 

O  70 

7 

One  year  ago 

6  — 

^  Recent 

4 

1 

i  ill 

3  months 

1 

■Hi  MMMi 

2                  5             10  20 
Maturity  (years) 

30 

BY  ERIC  S.  HARDY 


30-year  rate  minus  1-year  rate 


Yield  versus  inflation 


12% 


'87 


Note:  Most  information  provided  b 
increase  in  the  overall  Consumer 


Despite  the  rise  in  Treasury  and 
corporate  yields  since  Mar.  8,  it's 
still  tough  to  beat  the  municipal 
market  for  aftertax  yields  and  capi- 
tal gains  potential.  Based  on  a  com- 
posite of  maturities  and  credit  qual- 
ities, investors  forfeit  only  70  basis 
points  in  yield  by  opting  for  munic- 
ipal bonds  instead  of  Treasurys. 
One  year  ago  this  spread  was  116 
basis  points. 

Lower-quality  municipals  offer 
even  greater  aftertax  yield,  of 
course,  but  J. P.  Morgan  municipal 
specialist  Christopher  Dillon  warns 
that  the  extra  yield  fails  to  compen- 
sate for  the  extra  risk.  "Bonds  like 
Orange  County  [Calif.]  and  those 
issued  by  moneylosing  hospitals  are 
still  too  questionable,"  he  says. 

Another  note  of  caution:  A.G. 
Edwards  fixed-income  strategist 
William  Hornbarger  says  munici- 
palities are  much  more  likely  to 
retire  debt  prior  to  maturity.  This 
mitigates  the  benefit  creditors 
receive  if  interest  rates  decline.  In 
the  past,  issuers  usually  were  oblig- 
ated to  pay  a  2%  or  3%  premium 
above  par  in  an  early  call.  Today 
many  of  the  municipal  bonds  being 
offered  can  be  redeemed  before 
maturity  at  par.  And  calls  are  more 
common  today.  "Where  municipal- 
ities used  to  wait  for  yields  to 
decline,  say,  one  percentage  point 
before  exercising  their  call  rights,  in 
many  cases  they're  calling  bonds 
after  only  a  25-to-50-basis-point 
drop,"  notes  Hornbarger. 

For  several  years  it  hasn't  made 
sense  for  individuals  subject  to  state 
income  tax  to  favor  high-grade  cor- 
porate bonds  over  Treasurys;  the 
latter  are  not  subject  to  state  income 
taxes.  But  Daniel  Scotto,  director  of 
fixed  income  research  at  Bear, 
Stearns,  recommends  the  recently 
issued  bonds  of  El  Paso  Electric, 
which  emerged  from  bankruptcy 
earlier  this  year.  While  spreads  versus 
Treasurys  have  narrowed  since  they 
were  issued,  these  Ba3-rated  bonds 
still  yield  between  200  and  300 
basis  points  over  Treasurys.  Maturi- 
ties range  from  3  to  15  years. 

,  Berkeley,  Calif.  'A  basis  point  is  equal  to  one-hundredth  of  a  percentage  point. 2 Yield  on  10-year  Treasurys.  3The  trailing  12-month 
^Source:  CS  First  Boston.  ^Source:  Lehman  Brothers.  6Composite  maturities.  'Data  through  2/29/96.  "Annualized. 


Yield 


Inflation 


'91 


'92 


'93 


'94 


'95 
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Spread  over  Treasurys 

Total  returns 

Security 

Basis  points 17 

Security' 

1  year7 

3  years7  8 

AA  corporates 

36 

AAA  corporates 

14.7% 

7.4% 

AAA  industrials 

16 

Ginnie  Maes 

11.4 

6.8 

Ginnie  Maes 

100 

Junk  corporates* 

16.1 

10.6 

Junk  corporates ' 

426 

Municipals- 

li. i 

6.1  | 

Municipals 

-70 

Treasury  bonds 

12.1 

6.2 
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How  Should  Ym 
Invest  Your  IRA? 

(Ym  Decide.) 


The  Right  Pla^e  At 
The  Right  Time? 


THE  INS 


DE 


The  Right  Place 
Over  Time? 


Twentieth  Century's 
Growth  Equity  Funds 


Average  Annual  Total  Returns  as  of  12/31/95' 


1  Year 

5-Year 

10-Year 

Life  of  Fund 

Ultra 

Investors 

37.7% 

25.0% 

19.8% 

17.8% 

(11/2/81) 

Vista 

Investors 

46.1% 

22.4% 

17.1% 

14.3% 

(11/25/83) 

Seleq 

Investors 

22.7% 

10.2% 

11.8% 

16.5% 

(6/30/71 )3 

Growth 

Investors 

20.4% 

14.8% 

14.2% 

18.2% 

(6/30/71 )3 

Heritage    26.7%  16.5% 

Investors 

Post  performance  is  no  guorontee  of  future  results. 

16.0% 

(11/10/87) 

(Call  for  our  latest  performance  numbers.) 


Chasing  the  hottest 
mutual  funds  might  be 
exciting — for  a  while.  But 
we  think  it's  better  to  focus 
on  funds  that  have  already 
established  a  strong,  long- 
term  record.  While  the 
past  doesn't  guarantee 


the  future,  we  believe 
Twentieth  Century's  growth 
funds  have  a  record  that 
speaks  for  itself.  Call  us 
toll  free  and  ask  about  our 
no-fee1,  no-load  IRA: 
1-800-345-2021.  We'll 
send  a  prospectus  with 


more  details,  including 
all  charges,  expenses  and 
minimums.  Please  read 
it  carefully  before  you 
invest.  Let  Twentieth 
Century  help  you  make 
the  most  of  your  strongest 
allies:  time  and  patience. 


1-800-345-2021 

http://nelworth.galt.com/twencent 


1  No-fee  IRA  available  with  a  combined  IRA  balance  of  $10,000  or  more. 1  Data  quoted  represents  past  performance  and  assumes  reinvestment  of  all  distributions.  Past  performance  is  no  guarantee  of  future  results.  Investment  return  and 
principal  value  will  fluctuate,  and  redemption  value  may  be  more  or  less  than  original  cost. 3  Although  Select  and  Growth  were  started  on  October  31,  1958,  their  performance  for  the  period  shown  corresponds  with  Twentieth  Century's 
implementation  of  its  current  investment  philosophy  and  practices  on  June  30, 1971.  P.O.  Box  419200,  Kansas  City,  MO  64141-6200  ©1996  Twentieth  Century  Services,  Inc.,  Twentieth  Century  Securities,  Inc.  fbs 
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Hard-asset  play 

With  infi  ation  i  ow, 

J^fe    hard -asset  plays  arc  out  of 
favor.  It  you  like  to  lean 
against  the  w  ind,  you  could  follow  the 
Robertson  Stephens  Contrarian 
Fund  into  Maxxam.  Hard  assets:  alu- 
minum, lumber  and  real  estate. 

Let's  tote  it  up.  Maxxam  (MXM ) 
ow  ns  62%  of  Kaiser  Aluminum,  a 
stake  worth  $660  million  at  Kaiser's 
current  price.  It  owns  4,500  acres  of 
California  redwood  trees  worth 
$22,000  an  acre,  estimates  Peter 
Thornton,  analyst  at  Duff  &  Phelps. 
So  there's  another  $100  million. 
Maxxam  also  owns  185,000  tim- 
berland  acres  of  lesser  value,  maybe 
$8,000  an  acre,  and  some  minor 
real  estate.  Add  it  all  up,  subtract 
$839  million  in  debt  and  $95  mil- 
lion for  capital  gain  taxes,  and  you 
have  a  company  w  ith  a  liquidating 
value  of  $1 .3  billion,  or  $1 52  a  share. 
Maxxam  recently  traded  at  44V4. 

Now  here's  the  downside.  The 
redwoods  aren't  there  for  the  taking; 
environmentalists  and  politicians 
have  blocked  Maxxam  from  touching 
the  trees.  Also,  Maxxam  is  firmly 
controlled  by  financier  Charles  Hur 
w  it/,  who  may  be  more  interested  in 
building  his  empire  than  liquidating  it. 
In  short,  Maxxam  stock  may  stay  at  a 
discount  to  net  asset  value  for  a  w  bile, 

Paul  Stephens,  manager  of  the 
Contrarian  Fund,  offers  this  bullish 
scenario:  Hurwitz  finds  some  way 
to  chop  the  redwood  trees  or  sell  the 
acreage  at  a  nice  price  for  parkland. 
He  takes  the  lumber  company  public, 
avoiding  some  capital  gain  taxes. 
Kaiser  mov  es  up  smartly  in  response 
to  a  firming  of  aluminum  prices. 
Look  for  at  least  a  doubling  in  Maxx- 
am's  share  price  within  tw  o  years. 


The  bt  re 

IBP  IN<  :.'s  shares  have  tak- 
en  a  drubb'.ng  as  investors  in 
the  beef  and  pork  proces- 
sor fretted  over  rising  teed  prices.  At  a 
recent  24V6,  ibp's  shares  are  down 
28%  from  their  high  last  November. 
Buy  them,  recommends  Gold 


man,  Sachs  analyst  Nomi  Ghez.  IBP 
trades  at  just  8.3  times  1995  earn- 
ings, and  7.8  times  her  $3.10  forecast 
of  1996  earnings. 

Even  if  profits  from  beef  slaugh- 
tering slow,  [BP  is  well  positioned  to 
compensate".  During  its  fat  years,  IBP 
slashed  debt  to  7.3%  of  total  capital- 
ization, down  from  50%  in  1992.  It 
has  diversified  into  the  pork  business, 
which  now  accounts  for  a  third  of 
sales.  Fxports  are  now  14%  of  sales,  up 
from  5%  a  decade  ago. 

Ghez's  target  for  the  stock  is  34. 


U  S  West  to  the  rescue? 

U  $  West's  attempt  to 
block  Time  Warner's  ac- 
quisition of  Turner 
Broadcasting  could  benefit  owners 
of  Time  Warner's  $8  billion  in 
bonds,  says  Stevyn  Schutzman,  a 
bond  analyst  at  Salomon  Broth- 
ers. When  the  dust  settles,  he- 
predicts,  Time  Warner  w  ill  be  less 
leveraged. 

U  $  West  owns  25%  of  Time 
Warner  Entertainment,  an  entity  that 
controls  HBO,  Warner  Bros.  Studios 
and  some  cable  assets.  Time  Warner 
ow  ns  the  remainder. 


Time  Warner's  Gerald  Levin  and  Ted  Turner 
Bondholders,  stay  tuned. 


Time  Warner  Chief  Executive 
Officer  Gerald  Levin  wants  to  keep 
Turner  Broadcasting's  assets  out- 
side of  the  subsidiary  in  which 
U  S  West  is  its  partner.  This, 
claims  U  S  West,  violates  the  condi- 
tions under  which  it  invested  in  the 
subsidiary.  The  case  is  now  on  trial  in 
Delaware. 

Salomon's  Schutzman  predicts 
T  ime  Warner  w  ill  ultimately  giv  e  up 
some  of  its  equity  in  the  entertain- 
ment subsidiary  to  U  S  West,  and  also 
contribute  other  cable  assets  it  owns 
to  the  subsidiarv.  In  return,  it  would 
regain  100%  ownership  of  HBO  and 
Warner. 

Schutzman  believes  that  such  a 
settlement  with  U  S  West  would  re- 
duce Time  Warner's  hefty  debt  by 
shifting  debt  to  the  entertainment 
subsidiary  along  w  it h  the  cable  as- 
sets. And  bringing  HBO  and  Warner 
back  into  the  fold  would  add  value- 
to  Time  Warner  the  parent.  T  his,  in 
turn,  could  prompt  the  ratings 
agencies  to  upgrade  Time  Warner's 
securities. 

Schutzman  recommends  pur- 
chase of  Time  Warner  7%s  due  2005, 
recently  trading  at  100  for  a  7.8% 
yield  to  maturity.  The  $500  million 
issue  is  currently  rated  BBB-.  The 
bonds  trade  at  a  135 -basis-point 
higher  yield  than  comparable  Trea- 
sury notes.  With  an  upgrade,  that 
spread  would  narrow  by  35  basis 
points,  he  says,  equivalent  to  a  2 -per- 
centage-point price  gain. 

Ballin'  the  jack 

.      Canadian  National 
m&k    Railway  has  bright  pros- 
pects. Yet  it  trades  at  a 
33%  discount  versus  its  LJ.S.  peers. 
Joseph  Leinwand,  an  analyst  with 
Toronto's  RBC  Dominion  Securities, 
is  recommending  that  his  clients 
load  up  on  the  receipts,  which  are 
listed  on  the  Big  Board  (cm).  Re- 
cent price:  16%. 

Previously  owned  by  the  Can- 
dian  government,  Canadian  National 
went  public  this  past  fall  in  a  two- 
part  installment  sale.  In  part  one,  in- 
vestors put  down  $11.92  for  the 
84.9  million  receipts  outstanding — 
and  agreed  to  pay  another  $7.95  per 
receipt  in  Nov  ember.  This  obligation 
extends  to  anyone  who  owns  the 
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receipt  when  the  second  installment  is 
due.  So  if  you  buy  a  receipt  of  CNI 
today  at  16%,  you'll  have  to  fork  over 
another  $7.95  in  November,  bring- 
ing your  total  cost  to  $24.58.  (All 
figures  are  in  U.S.  dollars.) 

How  do  you  value  this  thing? 
Take  the  market  value  using  the  full 
price  of  outstanding  receipts,  or 
$2.1  billion.  Add  $1.15  billion  in 
debt.  Subtract  $88  million  in  cash. 
Bottom  line:  You  have  a  railroad  capi- 
talized at  $3.2  billion. 

The  railroad  earned  $560  million 
last  year  before  interest,  taxes,  depre- 
ciation and  amortization.  Thus,  the 
business  is  trading  at  5.7  times 
EBITDA.  In  comparison,  U.S.  rail- 
roads trade  at  8.5  times. 

One  of  the  things  that  excites 
Leinwand  about  Canadian  National  is 
the  fact  that  the  hitherto  cosseted 
line  is  only  just  beginning  to  make 
the  kind  of  cost-cutting  moves 
that  U.S.  railroads  have  been  mak- 
ing for  years. 

New  management  has  laid  off 
11,000  of  31,000  workers  since 
1992,  and  will  eliminate  another 
1,500  jobs  every  year  through  1999. 
It's  cutting  4,000  miles  of  unprofit- 
able track  and  selling  6,000  outdated 
railcars.  Savings  this  year:  $166  mil- 
lion aftertax,  or  $1.11  a  share. 

Leinwand  predicts  CNI  will  climb 
into  the  low  30s  by  the  end  of  the 
year.  At  30,  you  would  have  a  gain 
of  22%  if  you  buy  the  stock  at  current 
levels  and  make  that  second  install- 
ment payment  in  November. 

-Stephen  S.  Johnson  um 


Off-the-rack 
solutions 
belong  here! 


Since  no  two  investors  are  ever  com- 
pletely alike,  standardized  solutions  for 
capital  enhancement  can  often  lead  to 
frustration. 

At  Bank  Julius  Baer,  each  portfolio  is 
individually  structured  to  create  a  snug 
fit  for  long-term,  after-tax  performance. 
International  wealth  management 
is  our  strength.  Personalized  service  is 
our  commitment.  Just  call: 

New  York: 

Balz  Eggimann  (212)  297  36  00 
Palm  Beach: 

Michael  Blank  (407)  659  44  40 
Los  Angeles: 

Pius  Kampfen  (310)  286  02  01 
Montreal: 

Karel  Nemec  (514)  395  20  20 

JBcoB 


BANK  JULIUS  BAER 

The  Fine  Art  of  Swiss  Private  Banking 

Group  Presence:   Zurich   Geneva    London    New  York   Frankfurt   Lugano   Monaco  Guernsey 
Montreal   Grand  Cayman    Palm  Beach   Los  Angeles   San  Francisco   Mexico    Hong  Kong 


Funny,  the  hottest 
technology  story 
of  '96  appeared  in 
the  Summer  of  '95. 
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Once  again,  cybersage  and  high-tech  priest,  George  Gilder,  has  the  entire  computer 
industry  talking.  The  subject?  His  featured  article  "The  Coming  Software  Shift"  in  the 
August  28th  Forbes  ASAP.  Here,  he  sets  the  table  for  today's  hottest  technology 

debate:  Is  the  network  destined  to  replace  the  computer?  Will  Netscape  topple  the 
Microsoft  Monopoly?  It's  the  kind  of  provocative,  out-of-the-box  thinking  you'd  expect 

from  today's  leading  visionary.  And,  of  course,  ASAP  is  the  only  place  you'll  find  it. 


W    Forbes  ASAP.  Where  technology  gets  down  to  business. 


If  you  missed  the  August  28th  Forbes  ASAP,  call  415-882-9600  for  a  complimentary  copy. 


Paying 


LESS 

in  investment  expenses 

is 

the  best  way  to  gain 

MORE 

from  your  401  (k)  plan. 


Just  take  a  look  at  the  math. 

On  average,  401  (k)  plans 
investing  in  equities  with  mutual 
fund  companies  pay  an  estimated 
$150  per  $10,000  invested. 
(Source:  Morningstar,  Inc.) 

The  Principal®  charges  an 
average  of  $50  on  its  equity 
separate  accounts. 

The  differences  over  time  can 


really  add  up.  The  chart  tells  it  all. 

Add  to  that  the  fact  that 
The  Principal  has  been  making  the 
administration  of  retirement  plans 
about  as  simple  as  possible  for  over 
50  years. 

It's  no  wonder  we  now  manage 
nearly  $40  billion  in  retirement  assets. 
For  over  33,000  companies.  And 
over  1,700,000  employees.  In  fact. 
The  Principal  administers  more 
401  (k)  plans  than  any  other  bank, 
mutual  fund  or  insurance  company* 

The  Principal  Financial  Group/ 
We  give  you  more  for  less  in  more 
ways  than  one.  To  learn  more  about 
The  Principal  Financial  Group, 
visit  our  Internet  home  page  at 
http://www.principal.com  or  call 
1-800-255-6613. 
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Less  Expense-More  Return 

$2J3 

$2.3 

n  Average  Equity  ■  Principal  Mutual=10% 

Mutual  Fund=9%  Return  after  .50% 
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Watch  your  wallets! 


BY  DAVID  DREMAN 


David  Dreman  is 
chairman  of  Dreman 
Value  Advisors, 
Investment 
Counsel,  New  Jersey, 
and  author  of  The 
New  Contrarian 
Investment  Strategy. 


I'm  a  little  scared — and  not  just  because  the 
market  took  a  couple  of  tumbles  in  mid-March. 
The  optimism  is  becoming  euphoria,  with 
much  of  the  popular  press  acting  as  cheerleader, 
running  stories  on  why  equities  are  the  only 
place  to  be. 

Things  are  just  too  good.  Inflation  is  in 
check,  interest  rates  are  trending  downward, 
and  employment  and  economic  growth  are 
slow  enough  to  make  it  appear  that  the  economy 
won't  overheat  anytime  soon.  Investment 
strategists  are  again  talking  about  a  liquidity- 
driven  market — meaning  price  doesn't  mat- 
ter, there's  a  torrent  of  money  with  no  place  to 
go  but  into  stocks. 

Watch  your  wallets,  folks.  The  last  time  I 
heard  about  "liquidity-driven"  markets  was  in 
the  months  before  the  1987  crash. 

Want  some  numbers?  The  s&P  500  is  trad- 
ing at  18.1  times  trailing  earnings  and  16.9 
times  estimated  1996  results,  both  on  the 
high  side  historically-  The  multiple  could  go 
even  higher  on  1996  estimates,  with  the  econ- 
omy slowing  and  the  possibility  of  a  recession 
increasing,  cutting  corporate  profits. 

I  smell  a  correction  of  some  sort.  Since  the 
1990  low,  the  s&P  500  has  more  than  doubled 
without  a  setback  worse  than  a  hiccup.  They 
come  when  least  expected. 

Okay,  what  do  I  advise?  Pretty  much  sitting 
tight.  History  shows  the  odds  are  stacked 
against  folks  who  try  to  time  the  market.  You 
have  to  get  out  at  precisely  the  right  time  and  be 
just  as  accurate  jumping  back  in.  In  retrospect, 
it's  easy.  In  practice,  just  about  impossible. 

Taking  profits,  moreover,  involves  for  most 
people  huge  capital  gains  taxes.  Say  you  bought 
Freddie  Mac  at  10  (where  it  traded  during  the 
collapse  in  1990).  It's  now  at  83.  You  would 
have  to  pay  more  than  $20  a  share  in  federal 
income  taxes,  and  more  if  you  live  in  a  state  with 
income  taxes.  It's  just  not  worth  trying  to  sell 
and  then  to  buy  back  good  stocks  for  a  correc- 
tion of  10%,  or  even  20%. 

If  you  are  nervous,  there  are  several  hedging 
options  that  you  can  choose.  You  can  hedge  a 
portfolio  of  six  figures  or  more  by  shorting  s&P 
500  futures.  If  the  market  goes  down,  the  gain  on 
the  futures  will  partially  offset  the  portfolio  loss. 
If  it  goes  up,  the  portfolio  increases  in  value 
and  you  have  a  short-term  loss  in  the  futures. 

A  second  alternative  is  to  write — that  is, 
sell — covered  options.  If  the  market  drops, 


you  pocket  the  premium,  which  cushions 
the  loss  on  the  stock.  If  the  stock  moves  up, 
you  can  buy  the  option  back  before  its  expi- 
ration and  count  any  loss  as  insurance  against  a 
market  drop. 

Finally,  although  there  is  talk  of  changing 
the  law,  investors  can  still  short  against  the  box. 
You  neutralize  your  position  by  going  short  an 
amount  of  stock  equal  to  your  long  position. 
You  thus  lock  in  your  profit  but  pay  no  capital 
gains  tax  (though  you  have  given  up  any  further 
potential  profit,  because  your  losses  on  your 
short  position  would  cancel  out  any  gains  on 
your  long  position). 

Regardless  of  whether  you  hedge  or  not,  I 
advise  holding  back  on  making  new  purchases  of 
stocks.  Build  a  cash  reserve.  Get  out  of  any 
speculative  investments  you  might  own,  IPOs, 
concept  stocks  and  small-tech  issues  that  have 
shot  into  outer  space  in  the  past  few  years.  Take 
your  profits — or  your  losses — and,  if  neces- 
sary, pay  capital  gains  taxes.  It's  painful,  but  not 
so  painful  as  huge  paper  losses. 

If  you  must  put  some  money  into  the  mar- 
ket or  if  you  want  to  reinvest  the  proceeds  from 
selling  your  junk,  consider  precious  metals 
stocks.  Normally,  these  stocks  do  well  in  a  de- 
clining market,  particularly  if  inflationary  fears 
are  rekindled. 

Three  specific  precious  metals  suggestions 
to  consider  here: 

Anglo  American  Corp.  of  South  Africa  Ltd. 
(62,  o-t-c)  is  a  large  gold  mining  holding  com- 
pany that  owns  33%  of  De  Beers,  and  also  has 
interests  in  other  mining,  manufacturing  and 

Are  you  nervous  about 
the  market?  I  am. 


financial  companies.  Although  rising  produc- 
tion costs  will  hold  gold  margins  down  for  the 
next  year  or  so,  growth  and  income  from  other 
sources  should  result  in  increasing  earnings 
both  this  year  and  next.  The  stock  trades  at  an 
8%  discount  to  its  net  asset  value. 

De  Beers  Consolidated  Mines  Ltd.  (31)  owns 
large  diamond  mines  in  South  Africa  as  well  as 
major  stakes  in  gold,  other  metals,  finance  and 
real  estate.  The  stock  trades  at  a  P/E  of  1 1  on 
1996  estimates  and  yields  2.4%. 

Dricfontcin  Consolidated  Ltd.  (15,  adr)  is 
one  of  the  lowest-cost  gold  producers,  with  rich 
ore  reserves  in  South  Africa.  Yields  2.7%.  ■■ 
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WALL  STREET  IRREGULAR 


Red  lights 
aire  flashing 


BY  MARK  HULBERT 


Mark  Hulbert  is  editor 
of  the  Alexandria,  Va.- 
based  Hulbert 
Financial  Digest, 
a  monthly  service 
that  monitors  the 
performance  of 
investment  advisory 
letters. 


Thk  presidential  election  year  cycle  theory 
holds  that  elections  are  bullish  for  stocks.  The 
theory  fell  into  disrepute  after  the  election 
years  of  1984  and  1992  turned  out  to  be  medio- 
cre for  the  market — with  an  average  Djl  gain  of 
just  0.3%.  But  old  cycles  never  die,  and  this  one 
is  enjoying  something  of  a  rebirth. 

My  advice  is  to  ignore  the  theory.  The 
stock  market's  course  this  year  will  have  little  to 
do  with  the  presidential  election  and  far  more 
to  do  with  the  same  factors  that  move  the 
markets  in  any  year — election  or  no  election. 
On  balance,  according  to  the  top-performing 
investment  letters  tracked  by  the  Hulbert  Fi- 
nancial Digest,  these  indicators  right  now  are 
flashing  caution. 

After  noting  that  the  presidential  cycle 
theorists  have  gone  back  to  the  early  years  of 
this  country's  history  to  validate  their  claims, 
Martin  Zwcig,  editor  of  the  Zweig  Forecast, 
said:  "I'm  not  sure  the  long-ago  results  are 
so  relevant.  Before  World  War  II  the  govern- 
ment was  less  likely  to  make  the  economical- 
ly stimulative  moves  it  now  routinely  does  to 
get  reelected." 

So  Zweig  looked  just  at  elections  that  have 
taken  place  since  World  War  II.  He  found  very 
little  evidence  of  a  presidential  election  year 
cycle.  Over  the  six  months  prior  to  the  average 
postwar  election,  for  example,  the  stock  mar- 
ket gained  just  0.7%  more  than  normal.  And 
over  the  six  months  after  the  average  postwar 
election,  the  market  gained  only  1 .2%  less  than 
normal.  "In  other  words,  I  can't  get  all 
worked  up  over  the  election  tendencies," 
Zweig  concludes. 

If  you  want  to  take  an  election  year  fling  in 
the  stock  market,  here's  a  better  suggestion: 
Decide  which  candidate  you  think  is  going  to 
win  and  place  your  bets  accordingly.  I  cite  the 
winter  1996  issue  of  the  T.  Rowe  Price  Report. 
In  the  1 3  election  years  this  century  in  which  the 
Republican  candidate  has  won,  the  market  has 
gone  up  11  times — 85%  of  the  time.  The  aver- 
age calendar-year  gain  for  the  Djl  in  all  13  years 
was  14.6%.  During  the  1 1  elections  in  which  the 
Democratic  candidate  has  won,  the  Dow  rose 
only  6  times — 55%  of  the  time.  The  average  gain 
for  all  1 1  years  was  just  2.7%. 

Conclusion:  If  you  think  Dole  will  win,  go 
bullish.  If  you  think  Clinton  will  win,  go  bearish. 


However,  I  personally  prefer  to  ignore  the 
election.  As  Marty  Zweig  says:  "It's  more  im- 
portant to  follow  the  regular  indicators." 

What  do  the  leading  investment  letters  see 
in  their  regular  indicators?  Zweig  himself 
stopped  providing  specific  portfolio  advice 
earlier  this  year,  but  he  is  clearly  cautious. 

Here's  another  reason  to  be  cautious.  Look 
at  the  Value  Line  Investment  Survey,  the  service 
that  assumed  the  first-place  ranking  for  risk- 
adjusted  performance  over  the  last  15  years  after 
Zweig  opted  out  of  the  rankings.  Each  week 
Value  Linens  analysts  follow  1,700  stocks.  As 
part  of  their  write-ups  they  project  how  much 
their  stocks  will  appreciate  over  the  next  three  to 
five  years.  The  median  of  these  projections  has 
proved  to  be  a  good  market  timing  indicator — 
with  one  major  qualification.  You  first  need  to 
subtract  70%  from  it. 

The  median  of  Value  Line  analysts'  projec- 
tions of  three-to-five  year  market  appreciation 
recently  dropped  to  45%.  Adjusted  down- 
ward, this  suggests  the  market  will  be  25% 
lower  in  four  years'  time.  The  last  time  the 
median  of  their  projections  got  this  low  was 
the  summer  of  1987,  when  it  got  as  low  as 
40%.  Of  course,  the  October  crash  occurred  a 
few  months  later. 

Prior  to  1987,  furthermore,  the  last  time 
the  Value  Line  median  was  this  low  was  in  the 
late  1960s.  And  after  that,  stocks  suffered  their 
worst  bear  market  since  the  Depression. 

Daniel  Seiver,  professor  of  economics  at 
Miami  University  of  Ohio,  deserves  at  least 
part  of  the  credit  for  discovering  this  market 

No  matter  who  wins  the 
election,  this  is  a  good  time 
to  be  cautious  about 
the  stock  market. 


timing  indicator  implicit  in  the  Value  Line 
Investment  Survey.  In  his  advisory  letter,  the 
Pad  System  Report,  Seiver  is  now  allocating 
50%  or  more  of  his  portfolios  to  cash,  and 
hedging  the  remaining  positions  with  put  op- 
tions and  short  sales. 

Vote  as  you  choose,  but  the  outcome  prob- 
ably won't  matter  that  much  to  the  stock  mar- 
ket. Whether  it's  Dole  or  Clinton,  this  is  no 
time  to  be  aUout  bullish.  ■■ 
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After  all  is  said  and  done,  great  financial  advertising 

deserves  some  recognition. 


The  Financial  Communications  Society  of  New  York  is  pleased  to 
announce  the  Second  Annual  FCS  Portfolio  Awards,  honoring  the 
years  best  financial  services  advertising.  Awards  will  be  presented 
for  Television,  Magazine,  Newspaper,  Out-of-Home,  Radio  and,  tor 
the  first  time,  Direct  Mail  advertising  in  the  Business-to-Business, 
Consumer  Retail  and  Corporate  Image  categories. 


F.ntries  will  be  accepted  from  advertising  agencies  or  financial 
service  companies  worldwide  in  Fnglish  language  only. 
New  category:  Direct  Mail. 

All  entries  must  have  been  published  or  aired  between 
January  1,  1995  and  December  31,  1995. 
Deadline  for  entries:  March  21,  1996. 

Awards  Presentation:  May  15,  1996. 

Call  1-800-FCS  AWARD  for  entry  applications  and  information. 
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STOCK  TRENDS 


Golden  fuel 


BY  R.S.  SALOMON  JR. 


R.S.  Salomon  Jr. 
is  principal  and 
founder  of  Stamford, 
Conn. -based 
STI  Management. 
Research  assistant: 
Deborah  H.  Tarasow. 


THE  QUESTION  that  most  folks  arc  asking  is: 
What  has  provided  the  power  for  the  stock 
market's  phenomenal  rise  since  the  begin- 
ning oflast  year? 
In  a  word:  Money. 

The  supply  doesn't  seem  to  be  running 
out.  Congress  is  in  the  process  of  discussing 
whether  individuals  should  be  permitted  to 
divert  a  portion  of  their  social  security  pay- 
ments into  mutual  funds.  A  number  as  small 
as  25%  would  provide  an  estimated  $60  billion 
of  new  funds  annually  to  the  capital  markets. 
Experience  tells  us  that  individuals  will  choose 
equities  over  bonds. 

But  even  without  this  potential  new 
source,  there's  plenty  more  monev  available  for 
buying  stocks. 

■  Low  inflation  has  made  financial  assets  more 
attractive  than  tangible  assets.  There  has  been  and 
continues  to  be  a  shift  in  asset  allocation  by 
individuals  away  from  real  estate  and  into  stocks. 

■  Growth  in  most  of  the  major  economies  of 
the  world  is  weak,  and  the  U.S.  is  no  exception. 
The  Fed  has  lowered  rates  here  three  times, 
and  I  expect  several  more  cuts  this  year.  Weak 
growth  and  low  interest  rates  make  more 
monev  available  for  stocks. 

■  From  a  demographic  point  of  view,  the  ag- 
ing of  the  baby  boomers  is  a  big  deal.  The 
maturing  process  has  turned  them  from 
excessive  consumers  into  savers. 

■  U.S.  corporations  are  generating  enormous 
earnings.  Thus  they  don't  need  to  raise  money 
by  selling  equity,  but  are,  on  the  contrary, 
buying  in  their  own  shares. 

■  Until  recently,  foreign  participation  in  our 
stock  market  was  limited,  mostly  because  of  the 
weakness  in  the  dollar.  The  dollar  seems  to 
have  made  a  turn  for  the  better,  which  should 
easily  encourage  inflows  from  abroad. 

■  Finally,  there  has  been  continued  profes- 
sional skepticism — the  most  blatant  recent  ex- 
ample of  w  hich  is  Fidelity  Magellan's  S15 
billion  bet  against  the  stock  market.  Cash  lev 
els  at  most  equity  mutual  funds  have  been 
rising,  and  short-selling  recently  took  a  big 
leap  to  record  heights.  The  cash  will  have  to 
be  put  to  work,  and  the  shorts  eventually  will 
have  to  cover. 

What  could  spoil  the  party?  An  unexpected 
and  sustained  increase  in  inflation,  a  recession  or 
a  reversal  in  Fed  policy.  Any  of  these  could 
happen,  but  none  looks  likely  right  now. 


I  like  these  stocks: 

Burlington  Northern  Santa  Fe  (82),  the 
largest  railroad  in  the  country,  will  benefit  sig- 
nificantly from  efficiencies  related  to  the 
merger.  Its  mix  of  business  is  favorable  in  an 
uncertain  economic  environment,  with  coal 
and  grain  accounting  for  more  than  50%  of  its 
carloadings.  Earnings  for  this  year  are  esti- 
mated at  $6.20,  with  a  big  boost  in  1997,  to 
$7.75,  principally  from  merger-related  cost 
reductions.  Over  the  next  12  months  the  stock 
could  easilv  reach  100. 

Compaq  Computer  (40)  is  doing  just  the 
right  thing  by  cutting  prices  to  protect  its  domi- 
nant market  share.  This  will  sacrifice  short- 
term  results  and  has  caused  the  stock  to  collapse, 
creating  a  long-term  buying  opportunity.  The 
stock  looks  cheap  at  roughly  10  times  depressed 
earnings  estimates  for  this  year.  My  one-year 
price  target  is  48  to  50. 

Enron  (35)  is  a  major  integrated  natural  gas 
company  with  important  stakes  in  exploration, 
production,  pipelines  and  power  plant  con- 
struction here  and  abroad.  Its  highly  regarded 
management  is  capable  of  grow  ing  the  com- 
pany's earnings  consistently  at  a  rate  that  should 
exceed  15%.  The  stock  sells  at  a  discount  to  its 
growth  rate,  based  on  earnings  of  $2.40  this 

There's  no  end  yet  in  sight 
to  the  flow  of  money 
into  the  stock  market. 


year  and  $2.90  for  next.  The  stock  has  the 
potential  to  be  at  48  in  a  year. 

News  Corp.  (23,  ADR)  is  in  three  distinct 
areas:  newspaper  and  magazine  publishing,  film 
operations,  and  TV  broadcasting.  The  stock 
has  been  treading  water  because  of  increased 
newsprint  and  paper  costs.  This  creates  a  buy- 
ing opportunity,  as  I  expect  profits  to  pick  up  in 
the  second  half  of  this  year  and  carry  through 
1997.  My  price' target  of  29  in  a  year  provides  a 
25%  return,  based  on  an  earnings  estimate  of 
$1 .65  for  next  year. 

Prime  Hospitality  ( 12)  is  one  of  the  coun- 
try's largest  hotel  owner/operators,  running 
both  limited-sen  ice  hotels  (AmeriSuites)  and 
full-service  hotels,  and  is  supported  by  a  strong 
balance  sheet.  Its  experienced  management 
team  expects  to  increase  earnings  25%  a  year.  My 
price  target  over  the  next  several  years  is  in  the 
mid-20s,  or  roughly  double  from  here.  ■■ 
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Forget  market  timing: 
Don't  forget  asset  allocation 


BY  SHELBY  WHITE 


Shelby  White  is  a  New 
York-based  financial 
writer.  She  is  the  au- 
thor of  What  Every 
Woman  Should 
Know  About  Her 
Husband's  Money. 


My  friend  Jank  called  recently.  She  sold  a 
book  and  has  a  chunk  of  money  to  invest.  But 
Jane  is  worried  because  she  thinks  the  mar- 
ket is  high. 

Here's  my  advice  to  Jane: 

Don't  worn'  about  market  timing.  People 
who  try  it  generally  sell  at  the  bottom  and  buy  at 
the  top.  I  know.  I  sold  all  my  stocks  in  June 
1974.  Not  quite  the  lowest  point,  but  pretty 
close  to  it.  That  taught  me  a  lesson. 

In  most  post- World  War  II  bear  markets  the 
big  danger  has  not  been  being  in  the  market,  it 
has  been  being  frightened  out  of  it — as  I  was  in 
1974.  Alan  Feld,  writing  in  the  CPA  Journal  of 
February  1995,  noted  that  in  1991  stocks 
soared  26%,  and  two-thirds  of  that  gain  came  in 
an  extremely  nervous  period — the  2 1  trading 
days  after  Jan.  16,  the  day  operation  Desert 
Storm  began.  A  lot  of  people  were  out  of  the 
market  then,  waiting  to  see  how  the  war  went. 
Those  who  waited  until  the  smoke  cleared 
missed  out  on  most  of  the  market  action. 

So,  Jane,  forget  timing.  But  that  doesn't 
mean  you  should  rush  out  and  put  ever)'  dime 
into  stocks  right  now.  I  shared  a  platform  at  an 
investment  seminar  recently  with  Paul  Donlin,  a 
director  of  private  banking  at  Citicorp.  He 
said  his  bank's  studies  show  that  correct  asset 
allocation  is  the  most  significant  factor  by  far 
in  investment  performance. 

Stop  worrying  about  how  high  the  market  is 
and  worry  about  how  to  divide  your  money 
between  stocks  and  bonds. 

When  stocks  go  down — which  they  have 
done  in  ten  of  the  years  between  1950  and 
1995 — they  go  down  more  than  bonds.  In 
short,  bonds  are  less  volatile.  In  these  bear  years 
the  average  loss  in  stocks  has  been  9.5%,  versus 
an  average  loss  in  bonds  of  1.4%,  according  to 
statistics  from  Bernstein  &  Co. 

In  1974  stocks  dropped  37.2%.  Looking 
back  in  the  light  of  what  has  happened  since, 
that  drop  may  seem  just  a  blip.  I  can  tell  you 
that  it  was  terrifying  to  live  through.  Imagine 
being  worth  $100,000  on  Jan.  1  and  $60",000 
a  few  months  later.  Being  in  bonds  that  year  was 
a  much  less  ulcerous  experience.  Had  you  had 
even  part  of  your  portfolio  in  bonds,  your  loss 
would  have  been  less  severe. 

You  will  w  ant  to  have  some  bonds  in  your 
portfolio  to  help  cushion  the  inevitable  shocks 


of  the  stock  market. 

How  much  in  bonds?  When  making  invest- 
ment decisions,  remember  to  look  at  your  birth 
certificate.  The  younger  you  are,  the  more 
time  you  have  to  recover  from  market  setbacks 
and  the  more  heavily  weighted  your  portfolio 
should  be  in  stocks. 

Don't  sneer  at  bonds.  I  look  at  current 
inflation  of  2%  and  see  that  long-term  govern- 
ment bonds  are  yielding  over  6%,  prime  cor- 
porates  even  more.  Allowing  for  a  middle-range 
tax  rate,  that  gives  you  a  2%  after-inflation 
yield  on  bonds.  Not  sexy,  but  better  than  a  loss. 

Of  course  bonds  are  volatile,  too,  even  it  j&s 
so  generally  than  stocks.  If  bond  market  vol. 
ty  worries  you,  keep  your  bond  maturities 
fairly  short.  That  will  reduce  your  yield  a  bit  but 
reduce  the  potential  volatility  a  lot  more. 

Bonds  help  protect  against 
volatility.  Stocks  protect  against 
inflation.  Right  now  I  think 
volatility  is  the  greater  risk. 


So  for  right  now,  Jane,  maybe  55%  stocks 
and  45%  in  bonds.  With  bonds  you  are  betting 
inflation  won't  take  off.  With  stocks  you  are 
betting  there  won't  be  a  sharp  setback  in  the 
market.  Right  now  I  think  market  volatility  is  a 
bigger  risk  than  inflation.  That's  why  I  recom- 
mend such  a  high  proportion  of  bonds. 

Also,  in  considering  what  mix  of  stocks  and 
bonds  is  best  for  you,  remember  that  psycholo- 
gy matters  as  much  as  your  age  or  the  state  of 
the  market.  If  you  are  the  nervous  type,  go 
heavier  on  the  bonds.  Long  run  it  will  penalize 
your  performance,  but  it  will  help  keep  you  fr<  >m 
being  scared  right  out  of  the  market  when  it 
goes  into  a  tailspin.  When  the  market  declines 
day  after  day  and  not  even  good  news  revives 
it,  bravado  evaporates  and  the  investor  panics. 
I'm  not  just  talking  about  amateurs. 

Jane,  my  final  advice  is,  don't  buy  your 
stocks  all  at  once.  Go  in  gradually,  maybe  over  a 
period  of  months.  If  the  market  drops  while 
you  are  buying,  you'll  get  a  better  price  for  some 
of  your  stocks.  If  it  goes  up,  you  will  have  the 
comfort  of  already  having  some  paper  profits.  As 
I  said,  psychology — your  own  psychology — is 
more  important  than  market  timing.  Hi 
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"You're  looking 
rather  prosperous,  sir" 

Can  custom-made  suits  be  worth  $2,000?  Mine  are. 
Fourteen  years  and  14  pounds  later,  they  still  look  good. 


By  Lawrence  Minard 


Above,  the  author  in  1982  with 
wife  Elizabeth,  daughter  Sara  and 
new  bespoke  suit.  Right,  with 
Sara  and  newly  renovated  suit 
The  clothes  wear  better 
than  the  wearer. 


Fourteen  years  ago,  in 
these  pages,  I  told  how  I 
had  just  lavished  $1,000 
(call  it  $2,000  in  today's 
money)  for  a  custom-tai- 
lored Savile  Row  suit 
(Forbes,  May  24,  1982). 

At  the  time,  a  well-made 
two  piece  suit  from  Hick- 
ey  Freeman,  Paul  Stuart  or  iuH 
Brooks  Brothers  could  be  HR 
had  off-the-rack  for  around 
$400. 

Well,  believe  it  or  not,  I  had  made 
an  excellent  investment. 

My  guides  to  the  wonders  of  Savile 
Row  were  Hugh  Parker,  now  retired 
but  then  a  McKinsey  &  Co.  director, 
and  Lasmo  Pic.  Chairman  Rudolph 
Agnew — both  men  of  excellent  taste, 
but  neither  frivolous  w  hen  it  came  to 
spending  money.  They  explained  that 
to  buy  bespoke  is  to  enter  into  a 


unique  and  personal  relationship  with 
your  clothes.  Indeed,  "bespoke'"  de- 
rives from  "spoken  for,'"  as  in:  The 
lady  will  marry  me;  she  is  bespoke. 

Going  bespoke  opens  a  huge  as- 
sortment of  fine  fabrics  and  patterns 
to  choose  from.  Because  the  designs 
are  classic  and  the  fabrics  strongly  knit 
(although  they  are  lighter  w  eight  than 
they  were  a  few  decades  ago),  a  be- 
spoke suit's  useful  life  can  very  easily 


span  two  or  three  decades. 

I  chose  venerable  Henry 
Poole  &  Co.,  at  15  Savile 
Row,  to  make  two  suits:  a 
gray  flannel  and  a  glen  plaid 
worsted,  both  of  them 
double-breasted. 

Over  the  years  the  gar- 
ments lost  some  stitches  in 
the  lining  and  developed 
holes  in  the  trouser  pock- 
ets, but  the  fabric  hardly 
aged  and  the  style  was  time- 
less. I,  on  the  other  hand, 
am  the  same  person  who 
bought  the  suits,  but  there 
is  rather  more  of  me,  and  in 
different  places.  Were  my 
suits  salvageable? 

Indeed  they  were.  I 
called  Henry  Poole  &  Co.'s 
genial  proprietor,  Angus 
Cundey,  a  descendant  of 
the  original  Henry  Poole 
(1814-76),  the  first  tailor 
to  open  on  Savile  Row,  in 
1846.  Cundey  told  me  that 
the  American  trade  has  be- 
come so  important  to  Savile 
Row  that  in  1993  Henry 
Poole  &  Co.  began  sending 
two  representatives  to  the 
U.S.  three  times  a  year  to 
measure  customers,  show  them  the 
latest  fabrics  and,  in  cases  like  mine, 
collect  garments  to  be  altered  back  in 
London . 

So  important  is  the  U.S.  customer 
that  Henry  Poole  &  Co.  sends  here 
Simon  Cundey,  27,  the  proprietor's 
son,  and  Philip  Parker,  49,  the  firm's 
head  cutter  and  a  director.  Even,'  Oc- 
tober, February  and  June  they  visit 
Chicago  and  New  York.  San  Francis- 
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co,  Los  Angeles  and  Atlanta  get  twice- 
yearly  visits.  The  trav  eling  tailors  gen- 
erally spend  from  three  to  five  days  in 
each  city.  The  U.S.  now  accounts  for 
40%  of  Henry  Poole  &  Co.'s  business 
(  France  and  Germany  make  up  anoth- 
er 20%),  and  U.S.  orders  are  running 
50%  ahead  of  their  level  last  year. 

It  was  Philip  Parker  who  took  the 
measurements  for  my  suits  when  I 
bought  them  (Henry  Poole's  cutters 
date  and  sign  their  suits  on  the  interi- 
or of  the  inside  right  jacket  pocket).  I 
met  him  for  my  retrofitting  at  the 
Inter-Continental  Hotel  during  his 
New  York  visit  last  summer. 

"You're  looking  rather  prosperous, 
sir,"  Parker  smiled  as  I  struggled  to 
close  the  trousers  and  button  the 
jacket.  "But  don't  worry.  We'll  soon 
have  the  suits  looking  right  again." 

It  is  assumed  that  people  who  buy 
bespoke  suits  will  grow  rather  fond  of 
them,  so  allowance  is  made  for,  shall 
we  say,  grow  th.  Parker  took  another 
customer's  jacket  and  showed  me 
how,  hidden  by  the  lining,  a  bespoke 
suit  will  have  an  extra  couple  of  inches 
of  material  in  every  seam.  "We  can 
generally  refit  a  customer  who  puts  on 
as  much  as  2  stone  [28  pounds],"  said 
Parker  as  he  spent  nearly  half  an  hour 
chalking  up  my  old  suits  and  taking 
new  measurements  to  update  my 
original  pattern. 

Six  months  later  a  package  arrived. 
My  old  suits — waist,  seat  and  sleeves 
let  out;  collar,  lapels  and  chest  re- 
padded;  jacket  and  trousers  relincd; 
frayed  buttonholes  restitched;  a  few 
buttons  replaced.  It  was  literally  like 
getting  two  new  suits. 

Cost?  Philip  Parker  assured  me — 
delicately — that  my  renovation  was  as 
extensive  as  these  projects  get.  The 

Savile  Row  sampler 


Traveling  tailors  Cundey  and  Parker 
Three  major  U.S.  trips  a  year. 


damage:  about  S250  per  suit. 

Brand-new,  a  two-piece  suit  from 
Henrv  Poole  &  Co.  now  goes  for 
around  £1,350,  about  $2,000  at  cur- 
rent rates  of  exchange.  H.  Huntsman 
&  Sons  is  still  the  price  leader,  charg- 
ing more  than  $2,500  for  a  suit  and 
more  than  $750  for  a  pair  of  trousers. 

But  the  bespoke  suit  is  not  for  the 
impatient.  Henry  Poole  &  Co.  can 
deliver  a  suit  to  a  new  customer  in  less 
than  a  year.  Suppose  vou  see  Cundey 
and  Parker  on  their  fall  trip.  Parker, 
the  cutter,  will  take  your  measure- 
ments and  perhaps  a  few  photo- 
graphs. Cundey  will  help  you  select 
fabrics,  and  measure  you  for  shirts  if 
you're  in  the  market  for  bespoke 
shirts  at  around  $120  apiece. 

Back  in  London,  a  paper  pattern 
will  be  produced  from  your  measure- 
ments and  fabric  cut  according  to  the 
pattern.  The  tailors  then  sew  the 
pieces  into  a  "baste"  fitting.  You'll  try 


Company 

Address 

Telephone* 

Two-piece  suit 

Sports  jacket 

Trousers 

Shirt 

Anderson  &  Sheppard  Ltd 

30  Savile  Row 

734-1420 

$1,938-2,310 

$1,315-1.550 

$654-760 

Dege  Savile  Row 

10  Savile  Row 

287-2941 

1,930-2,546 

1,345-2,880 

509-836 

$149 

A  J  Hewitt  Ltd 

9  Savile  Row 

734-1505 

1,672-3,040 

1,064-1,368 

532 

152 

H  Huntsman  &  Sons  Ltd 

11  Savile  Row 

734-7441 

2,570-2,745 

1.970-2,066t 

760-821 

Kilgour,  French  &  Stanbury  Ltd 

8  Savile  Row 

734-6905 

2,417-2,660 

1,900 

684 

137 

Norton  &  Sons  Ltd 

16  Savile  Row 

437-0829 

2.356-2,622 

1,535-2,432 

737-882 

160 

Henry  Poole  &  Co 

15  Savile  Row 

734-5985 

1,955-2,186 

1,297-1,456 

635-673 

120 

Ward  &  Kruger  Ltd 

6  Sackville  Street 

734-4358 

1,520-1,824 

1,034 

441 

Wells 

11  St  George  Street 

629-5047 

2,400-2,800 

1,750-2,060 

750-1,100 

190 

Prices  converted  at  £1=$1 .52.   *The  country  and  city  codes  are  44-171.   t Price  for  a  hunt  coat  is  $2,817, 


this  on  during  the  Henry  Poole  men's 
spring  visit.  Parker  will  make  several 
adjustments  and  take  more  measure- 
ments, all  of  which  the  London  tailors 
will  incorporate  into  your  suit  for  a 
second  fitting  during  their  summer 
visit.  More  adjustments  and  measure- 
ments. Finally,  if  all  goes  well,  your 
suit  will  be  ready  on  the  fall  visit,  12 
months  after  you  started  the  fitting 
process. 

If  you're  a  repeat  customer,  your 
pattern,  with  updates,  will  be  on  file. 
If  you  know  which  fabric  you  want 
(most  bespoke  tailors  will  send 
swatches),  you  can  put  a  new  suit  into 
production  with  a  phone  call. 

Times  change.  Britain  must  now 
compete  with  Italy — and  to  a  degree 
with  the  U.S. — as  the  leader  in  men's 
fashions.  But  Savile  Row  goes  on.  Of 
the  eight  Savile  Row  tailors  I  counted 
back  in  1982,  seven  are  still  in  busi- 
ness and  two  new  bespoke  establish- 
ments— A.J.  Hewitt  and  Dege  Savile 
Row — have  opened  shop.  For  names 
and  prices,  see  table. 

If  vou  want  to  know  just  how  dura- 
ble and  desirable  a  bespoke  suit  can 
be,  visit  the  Victoria  &  Albert  Muse- 
um in  London  any  time  between  May 
and  the  end  of  the  year.  There  on 
display  are  Henry  Poole  &  Co.'s  ac- 
counts for  such  customers  as  Charles 
Dickens,  Winston  Churchill,  Charles 
de  Gaulle  and  Rex  Harrison,  and  gar- 
ments produced  by  Henry  Poole 
since  1870.  Although  of  heavier  fab- 
rics and  bearing  slightly  wider  lapels, 
the  suits  from  five  and  six  decades  ago 
still  look  perfectly  serviceable.  "The 
sad  thing  about  our  kind  of  men's 
clothing,"  sighs  Angus  Cundey,  "is 
the  style  doesn't  change."  But  not  sad 
for  the  customers.  B9 


These  are  the 
major  bespoke  tai- 
lors on  London's 
Savile  Row.  Some 
regularly  send 
representatives  to 
the  U.S.  Most 
also  make  riding 
habits  and  other 
items  for  women. 
Allow  about  a 
year  for  a 
finished  suit. 
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COLLECTORS 

The  other  Yeats 

Wordsmiths,  of  course,  but  Ireland  has  also  produced 
splendid  painters. 


By  Doris  Athineos 

"PEOPLE  think  Irish  painting  is  an 
oxymoron,'"  says  San  Francisco  law- 
yer Brian  P.  Burns.  "But  I've  always 
had  the  bet  that  the  Irish  are  as  good 
in  the  visual  arts  as  they  are  with 
literature  and  music." 

The  grandson  of  Irish  immigrants, 
the  59-year-old  Burns  has  spent  time 
and  money  proving  his  point.  When 
he  started,  25  years  back,  he  couldn't 
name  a  single  Irish  painter.  Now  the 
chairman  of  BF  Enterprises,  Inc.,  a 


publicly  traded  real  estate  company, 
owns  ten  works  by  Jack  Butler  Yeats 
(William  Butler  Yeats'  overlooked 
brother)  and  about  125  other  paint- 
ings by  59  Irish  artists  who  painted 
between  1840  and  1940. 

A  decade  ago  you  could  buy  the 
best  Irish  paintings — the  very  best — 
for  less  than  $60^000.  We're  talking 
about  painters  like  Yeats  (1871- 
1957),  Walter  Frederick  Osborne 
(1859-1903),  William  Orpen  (1878- 


1931)  and  John  Lavery  (1856-1941). 

No  longer.  A  Yeats  painting, 
"■Singing  'The  Dark  Rosaleen,'  Croke 
Park;1  sold  for  $792,880  in  1995. 
Last  year  Yeats'  "Tinkers  Encamp 
ment — The  Blood  of  Abel"  was  auc- 
tioned for  $883,123  to  Michael 
Smurfit,  Irish-born  chairman  of  Jef- 
ferson Smurfit  Group. 

"Irish  pictures  are  bought  by  Irish 
people,'1  says  auctioneer  John  de  Vere 
White  of  de  Veres  Art  Auctions  in 
Dublin.  By  Irish,  he  doesn't  mean  just 
native  born.  "The  critical  connection 
is  Ireland,  but  we  have  a  lot  of  buyers 
in  America,  Canada,  England,  South 
Africa  and  Australia,"  says  Mark  Ad- 
ams of  Sotheby's  in  London. 

In  the  U.S.,  for  example,  promi- 
nent collectors  include  Tony  O'Reil- 
ly, chairman  of  H.J.  Heinz  Co.;  Jo- 
seph Murphy,  chairman  of  Value  In- 
vestors,   Inc.;    Cormac  O'Malley, 


Brian  and  Eileen 
Burns  at  home 
with  Irish  art 
At  left, 
"The  State 
Ballroom," 
by  F.J.  Davis; 
top  center  is 
Jack  Yeats' 
"Misty 
Morning." 
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international  counsel  for  Bristol-My- 
ers Squibb  Co.;  and  Judge  Francis 
Murnaghan  Jr.,  a  federal  judge  in 
Baltimore.  They  feel  a  sentimental  tie- 
to  the  auld  sod,  though  some  of  them 
are  generations  removed  from  it. 

What  makes  Irish  art  Irish?  Mostly 
the  fact  that  the  painters  were  Irish. 
"Thev  [Irish  painters]  were  always 
treated  as  a  subset  of  English  art,"  says 
Burns.  In  the  mid- 18th  century  Dub- 
lin established  its  own  art  academy, 
but  the  themes  and  styles  remained 
English.  "'The  tradition  had  been 
softly  colored  wooded  landscapes, 
formal  gardens  and  portraits  of  An- 
glo-Irish landowners,"  explains  cura- 
tor Adrian  Le  Harivel  of  the  National 
Gallery  of  Ireland. 

Around  the  beginning  of  the  20th 
century  Irish  painters  moved  toward 
broader  European  styles.  Roderic 
O'Conor  (1860-1940)  painted  along- 
side Paul  Gauguin  and  exhibited  with 
Henri  Matisse  and  Edouard  VuiUard. 

O'Conor,  Frank  O'Meara  (1853- 
88 )  and  John  Lavery  painted  scenes  in 
Paris,  Brittany,  Antwerp,  Tangiers 
and  even  on  the  Riviera. 

Other  Irish  painters  stayed  at  home 
but  dipped  into  a  pale,  melancholy 
palette  and  turned  out  stark  portraits 
of  heroic  villagers  molded  by  hard- 
ship— reminiscent  of  van  Gogh's 
"Potato  Eaters." 

Yeats  developed  his  own  style — 
loose  brushwork  and  shimmering  sur- 
faces. Like  his  brother  William,  Jack 


W.F.  Osborne's  "Temptation" 

Expected  to  fetch  more  than  $150,000. 


celebrated  Celtic  myths  in  his  works, 
as  well  as  the  people  and  the  raw 
beauty  of  his  home  county  of  Sligo. 
"It's  extraordinary  that  one  county  of 
Ireland  could  produce  two  of  the 
most  gifted  brothers  in  poetry  and  the 
arts  in  this  century,"  says  collector 
O'Reilly.  In  his  Pittsburgh  office 
hangs  a  Jack  Yeats  Sligo  painting,  "By 
Streedagh  Strand,"  which  features 
the  brooding  presence  of  Knoek- 
narea,  a  mountain  much  celebrated  in 
brother  William's  poetry. 

In  Burns'  early  days  of  collecting  he 


"Leaving  the  Raft,"  by  Jack  B.  Yeats 

Could  top  $1  million  at  Sotheby's  London  auction  in  May. 


passed  up  paintings  by  Irish  artists 
unless  they  screamed  Ireland.  "I  used 
to  think  I  had  to  find  somebody 
digging  peat  with  a  slane  to  prove  that 
it  was  an  Irish  collection,"  says  Burns 
in  his  Boston  accent.  "My  narrow 
vision  caused  me  to  overlook  some 
fabulous  paintings  by  Irish  artists  of 
European  scenes." 

Later  Burns  broadened  his  view. 
He  now  owns  a  naive  1845  painting, 
"The  State  Ballroom"  by  F.J.  Davis, 
which  shows  fashionable  couples 
gathered  at  Dublin  Castle  for  a  black- 
tie  event — at  a  time  when  the  Famine 
was  approaching  its  crest. "It's  his- 
torically important  in  terms  of  the 
Famine  experience,"  says  Burns. 

Horses  have  always  played  a  large 
part  in  Irish  life.  In  a  Dublin  art  and 
antiques  shop,  Burns  stumbled  upon 
"Knight  of  Tara"  by  one  of  Ireland's 
premier  horse  portraitists,  George 
Nairn  (1799-1850).  Cost:  under 
$5,000.  Today  it's  worth  about  eight 
times  that. 

Burns  and  his  wife,  Eileen,  usually 
spread  their  collection  among  their 
three  homes,  in  Palm  Beach,  Lake 
Tahoe  and  San  Francisco,  but  now 
part  of  it  is  at  Boston  College,  Burns' 
father's  alma  mater,  where  it's  on 
display  through  May  19.  In  June  the 
Hugh  Lane  Municipal  Gallery  of 
Modern  Art  in  Dublin  (353-1-874- 
1903)  plans  a  two-month  exhibition. 

Christie's  and  Sotheby's  in  London 
now  offer  Irish  paintings  in  May  and 
June.  There  are  two  important  auc- 
tion houses  in  Ireland,  James  Adam  & 
Sons  (353-1-676-0261 )  and  de  Veres 
Art  Auctions  ( 353- 1  -676-8300 ). 

Ireland's  hottest  artists  at  the  mo- 
ment: Gerard  Dillon  ( 1916-71 ),  Wil- 
liam Leech  ( 1881-1968)  and  Belfast- 
born  Paul  Henry  (1876-1958). 

Contemporary  Irish  painters?  Basil 
Blackshaw  and  Louis  le  Brocquy  at- 
tract the  most  attention.  "I  love  the 
new  spirit  and  marvelous  colors  the 
Irish  are  bringing  to  the  world  of  art," 
enthuses  Eileen  Burns. 

Jack  Yeats'  artwork  can  be  found  at 
the  Yale  Center  for  British  Art,  the 
Hirshhorn  Museum  in  Washington, 
D.C.  and  the  Walters  Art  Gallery  in 
Baltimore.  For  an  overview,  read  Irish 
Painting  by  Brian  P.  Kennedy,  assis- 
tant director  of  the  National  Gallerv 
of  Ireland  ($39.95,  Town  House, 
1993;  800-352-1985).  n» 
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FINANCIAL  SERVICES 


Receive  Value  Line 
for  only  $^$55 

An  Introductory  subscription  to  The  Value  Line  Investment  Survey  \ 

brings  you  the  2000-page  Investors  Reference  Ubrary— Value  Une's  most  recent  " 
Ratings  and  Reports  on  1700  stocks  and  the  practical  guide  How  to  Invest  in 
Common  Stocks.  You  will  also  receive  analyses  of  about  1 30  stocks  each  week  for  10 
weeks  for  $9&$5S  Available  only  once  every  three  years  to  any  household. 
SPECIAL  BONUS:  With  your  subscription  you  also  will  receive  a  copy  of 
WALL  STREET  WORDS,  an  accessible  dictionary  of  over  3.500  terms  (retail  price 
$8  95!  In  addition  to  clear  definitions,  this  convenient  guide  features  special 
explanations,  helpful  hints,  and  case  histories  on  87  topics  of  special  Interest, 
contributed  by  32  Industry  professionals— plus  48  case-example  paragraphs  by 
the  author.  (Available  while  supplies  last.)Your  subscription  to  Value  Line 
may  be  tax-deductible.  Consult  your  lax  advisor.  Send  check  or  money 
order  along  with  name,  address  and  zip  code  together  with  this  ad  or: 

Call  Toil-Free  1-800-833-0046 

xt  2903-Depl  316M08)  American  Express,  MasterCard  or  Visa  24  hours  a  day.  7  days 
a  week.  II  you  are  not  completely  satisfied  return  all  materials  in  good  condition  within  30  A. 
days  from  the  start  ol  your  subscription  lor  a  lull  refund  ol  your  lee.  Allow  4  weeks  tor  yf|§ 
delivery  NY  residents  add  sales  tax  Foreign  rates  upon  request.  j£mk 

^The  Value  Line  Investment  Survey* 

§       ....    PO  Box  3988  New  York.      .  -  : 
  JNTY  10008-3988  ■ :.,:/: :r:  i; 


MERGERSTAT® 


A  Division  of  Houlihan  lokey  Howard  &  Zukin 


Not  just  M&A  data  -  Market  Analysis 

In  today's  mergcrmania,  only  Mcrgcrstat  provides  the  in-depth  analysis 
necessary  to  evaluate  transactions  and  industries.  Mergerstat  Review 
provides  300  pages  of  transaction  data  and  market  analysis  for  only  S249. 

For  30  years,  Mergerstat  has  been  the  analytical  leader  in  U.S.  M&A 
research.  Please  call  us  for  more  information  or  to  order  this  valuable 
reference  tool  with  a  money-back  guarantee. 

(800)  455-8871 


BUSINESS  OPPORTUNITIES 


$80  For  Two  Aspirin? 

Over  90*  of  all  hospittl  and  health  insurance 
compam  bills  contain  MjbsuntiaJ  mistakes  Recover 
overcharges  for  patients  and  make  half  as  your  fee 
Clients  are  everywhere  Make  a  substantial  doctor  s 
income  in  the  perfect  home  based  business.  Affiliates 
being  esUbli-.hrd  nationwide  S  10.000  investment 
required.  Call  Medical  Recovery  Service.  Inc.  for  full 
Information,  (800  )  700-"Q89  or  ("02)  471-1280. 


BUSINESS  OPPORTUNITIES 


S  OVER  ONE  BILLION  S 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  Maiyifacturing  lo  Small  Retail  Shops 

No  Brokerage  Fees 
To  Buy  01  Sell 
1-800-999-SALE 
GREAT  WESTERN  business  SERVICES,  inc. 


NATIONWIDE 


OFFSHORE 


TAKE  YOUR  BUSINESS  OFFSHORE 
FOR  THE  BEST  ASSET 
PROTECTION  AND  PRIVACY 

Companies  -  Bahamas.  BVI,  Cayman 
Trusts  -  Bank  &  Securities  Accts 
CreditCards  -  Address  <fc  Phone  Service 

(800)551-9105  yniversalB 

 http://www.  if  u .  net/ucs 


INCORPORATE  IN  DELAWARE! 


Specialists  in  setting  up  Delaware 
Corporations.  General.  Aircraft. 
Boat  &  Shelf  Corporations. 
JXiuuttrr  Call/Write  for  FREE  KIT: 
V&riStrV  P-O.BOX484-FB 
t'W   ■»  Wilmington,  DE  19899 
m  Utti  800-321  -CORP  •  302-652-6532 


INCORPORATE 

IN  ANY  STATfcBY  PHONE  OR  FAX 

Specialiiing  in  Delaware  Corporations  &  LLCs 


525 


)plus 
state  fees 


QHPCoSOO  318  7407 

lnw  FM 102-652-6760 

Mtr.//www.e»n>co.com 


Send  for  a 

FREE 
CATALOG 

of  business  books  for  sale 
by  the  U.S.  Government! 

Write  to: 

Free  Business  Catalog 
I  S  Government  Printing  Office 
Office  of  Marketing — Stop  SM 
Washington.  DC  2040I 


BUSINESS  OPPORTUNITIES 


EXECUTIVE  CONSULTING 

$100,000+ 

Income  Potential 


Picture  yourself  as  a  specialist 
who  helps  businesses  in  your 
community  grow  and  prosper. 
You'll  work  with  bankers, 
suppliers,  CPAs  and  other 
professionals  as  you  offer  two 
unique,  very  valuable  "bottom 
line  '  consulting  services  to  a 
broad  spectrum  of  companies. 
You'll  be  trained  and  sup- 
ported by  an  affiliate  of  an 
innovative,  29-year-old  CPA 
firm.  Required:  good  communi- 
cation skills,  business  acumen, 
a  successful  track  record,  a 
strong  desire  for  personal  and 
financial  independence  and 
approximately  $13,000  start- 
up capital.  May  begin  full  or 
part-time. 

To  receive  literature  and  an 
information  video  with  NO 
OBLIGATION,  call  our  toll- 
free  number  today. 

800-660-0330 

tvl-F.  9-5:30  CT 


BUSINESS  OPPORTUNITIES 


S*K 


US.  CORPORATIONS  AND  LIMITED 

LIABILITY  COMPANIES  (LLCs) 
SET  UP  INSTANTLY  IN  DELAWARE 
(USA)  BY  PHONE  OR  FAX 


FREE  Delaware  Incorporation  Handbook  _ 
I  (6th  Edition).  Agents  wanted  to  market  j 
Delaware  incorporating/LLC  services.  | 


TEL:  1.800.423.2993 
FAX:  302.996.5818  anytime  | 

E-mail:  inc_info@delbusinc.com 
I  Delaware  Business  Incorporators,  Inc.  | 
jPO.  Box  5722,  Dept.  F,  Wilmington,  DE  1980IJ 


READY  TO  TAKE  A  LOOK 
AT  THE  GRAIN  MARKET? 

Soybeans  may  be  the 
next  bull  market. 

For  a  FREE  soybean  outlook 
report,  call  Dennis  at 
800-999-2727 


BUSINESSES  FOR  SALE  BY  OWNERS 


:ONV.  STORES  •  RESTAURANTS  •  FLORISTS  • 
NIIRSFRIFS  •  MOTFI  S  •  NIIRSINR  HOMES  - 
AUTO  SVC.  •  MFG.  •  WHSLE.  DIST.  •  MISCI 
RETAIL/HA  ROW  •  TRANSPORTATION  . 

S  E  &  Mid-Atlantic  Only 
From  $50  M  Some  With  Terms 

No  Fees  To  Buyers 
Financial  Qualifying  Letter  Required 


GLOBAL  BUSINESS  SERVICES.  INC. 
1  800  240  7355     Fax  904  235-6369 


OFFSHORE 

For  the  Optimum  in:  Asset  Protection 
Commerciol  Privocy  i  Fmonciol  Flexibility 
Set  up  your  own  Offshore  Compony  with  it<  own 
bonk  account.  Emulate  Major  Companies,  The  Rid 
and  The  Famous. 
Call:  813-896-6522 
Missouri  Red  Ro«lc  Advisory 
Silent  Champion  of  John  0  Public 


We  manufacture  metal  cabinets  and 
also  have  a  precision  machine  shop  I 
produce  quality,  repetitive  work.  W< 
seek  one  additional  well-established 
major  firm  needing  our  contract 
manufacturing  capabilities  from  a 
reliable,  long-term  supplier. 

Call  Ted  Borowsky,  President 
Foster  Mfg.  Co.,  (215)  625-0500 


EDUCATIONAL  SERVICES 


MS 

Health  Care  Managemen 
Engineering  Managemen 

MBA 


0 


ther  Kxternal  Programs  availah 


tornia 


California 
Coast^^ 
University 

700  N.  Main  St  •  Santa  Ana,  CA  92701 
(714)  547-9625  •  (800)  854-8768 

via  internet:  Wfvw.calcoastuniv.edu/cc 
E-Mail:  ccu@deltanet.com 


University  Degree 


Approved  Self  Paced  Home  Studj 
Associate  Bachelors  Masters  Doctc 

Emphasis  in:  Business  Admin,  Public  Ad 
Health  Care  Admin,  Human  Resourcei 
Finance,  International  Business,  Tech  Mi 
Law.  Paralegal.  Psychology.  Call  for  broci 
(800)  477-2254  (24  hrs) 
Southern  California  University 
for  Professional  Studies 
1840  E  17  St- F.  Santa  Ana.  CA  927C 


FREE  VIDEO  g£? 


I  BACHELOR  •  MASTER  •  DOCTOR 

I  •Education  •Medial 

I  •Engineering  •Computer  Science  •Holistic  ( 

I  •Theology  •Chemical  Dependency  •Paralegal 

I  •Law  •Hotd  &  Retlaurant  •  Grad 


(800)955-887 


La  Salle 

UniversityMandeuine.  la  70470 


COLLEGE  DEGRI 

BACHELOR'S  ■  MASTER'S  ■  DOCTOf 

For  Work  Lite  and  Academic  Experit 

Earn  your  degree  thro1 
convenient  nome  stu| 

(800)  423-3244  ex. 
Fax:  (310)471-645 

send  detailed  resune  tor  free  tvn 

Pacific  Western  Univen 

600  N.  Sepulveda  Blvd.  Los  Angeles.  CA90i 


Forbes 

CAPITALIST  TOOL' 


COMPUTER  PERIPHERALS 


"rouble  Connecting 
Your  Modem? 


Digital  PBXs 
Foreign  Phone  Jacks 
Pay  Phones 
Sard  Wired  Phones 


TeleAdapt 
has  the 
solution 


"4% 


ftp //www  teleadapt.  com 

Call  1  408  370  5105 
Fax  1  408  370  5110 


FRANCHISING 


"anchising. 

ichise  your  business  for  growth 
success  Call  Franchise 
elopments,  Inc.,  the  nation's  most  | 
srienced  franchise  consulting  firm.  ( 
!)  687-8484  or  800-576-5115  pgj 


MISCELLANEOUS  FOR  SALE 


ESTMENT  GEMSTONES 
VRANTEED  LIQUIDITY!! 

We  buy  &  sell  Diamonds 
and  all  Precious  Gemstones. 
e  wholesale  catalog  since  1967! 

Member:  Jewelers  Board  of 
rrade  &  Chamber  of  Commerce. 

,     HOUSE  OF  ONYX 

rtain  St.,  Greenville,  KV  42345 

1-844-3100  or  FAX  502-338-960 


TRAVEL 


|  Vacation  of  „  ^ 
[ifetim^. 


e 

cht 
arter 

»iide 

■r  ticket 
H  there  Dela 


)0  pages  of 

I'l  Listings  &  Photos. 

oal  (skipper-yourself)  Companies  &  Fleets 
fter  Brokers  &  Yachi  Mngt.  Companies. 
Led  Power  is  Sail  Yachts  &  Canal  Barges. 
Her  Rates  &  Yacht  Descriptions. 

Most  Complete  Directory 
f  its  Kind  in  the  World! 

todoi  (617)  497-7104 

Ml  Auburn  St.  Cambridge,  MA  021 58 
1(617)  868-5335 


WIRELESS  TELECOMMUNICATIONS 


INSTANTLY  EXTEND  YOUR  PHONE  LINE  UP  TO  60  MILES 

With  the  SR-20  Long  Range  Wireless  Telephone  System  from  Phone  Masters. 

ISI^lB^dH  ^  Km  Info  Call:  WMll 

ggg^J     [■a^gBP^J  Fax:310-289-079:  JIU  LUj  UNJ 

Connect  your  existing  line  to  a  remote  location  for         9  1 

Phone  Masters 

superior  phone,  fax.,  and  datacommunication.        1022  S  LaCienega  Btvfl.  •  LosAngeles;  CA  90035  USA 


EXECUTIVE  GIFS 


CONSULTING 


TOP  GUNS  n 


LEASE  A  TOP  MANAGER'S  EXPERTISE 

Experienced  COO/Presfdent  for  turn-around  or  fill-in 
at  high-tech  or  service  company.  Proven  results  in 
development  of  strategy,  marketing  and  people  for 
increased  sales  and  profits.  Let's  talk! 
Internet:  Decision6@aol.com  or  CBD, 
Box  19,  CYC,  1000  Water  Street,  SW, 
Washington,  D.C.  20024. 
Telephone  703-329-3356 


CAPITAL  AVAILABLE 


Now  any  small  business  can 
raise  up  to  $1  million  equity 
capital  and  go  public  under  new 
SEC  Small  Corporate  Offering 
Registration(SCOR)  guidelines. 

DataMerge's  SCOR  Kit  can 
help  you/your  clients  find 
investors  and  get  capitalized  in 
just  30  days!  FREE  INFO 
FAXED  800-580-1188 


BUSINESS  OPPORTUNITIES 


Build  a  successful  business 

using  your  computer!  We  do 
it  and  will  show  you  how. 
Patented  process,  no  nonsense 
proven  program,  high  profits, 
$7k  investment;  800-605-3744 


EXECUTIVE  GIFTS 


I 


bock  poin 


or  fatigue? 


^PosterEvolution  twM  b« 
Hm  solution 

Posturfvoiution  helps  retrain  your 
bock  so  you  ton  momloin  good 
posture  wherever  you  sit. 

•  Portable 

•  Rugged 

•  Supportive 

•  Comport 

PoslurEvolution  transforms  your 
(hair  or  tor  seol  into  o  foundation 
tor  proper  sitting  Coll  for  a  free 
brochure 

Postu  rEvolution 
800.392.0363 


EXAM  PREPARATION 


Securities  Exam  Preparation 

Offering  All  NASD  Study  Programs  Since  1972 

Registered  Investment  Advisor 
Commodity  Trading  Advisor 

Study  Texts-Computer  Courses 
Professional  Finance  Texts 


1-800-648-7277  or  (406)  768-4224  FAX 


REAL  ESTATE 


103  I   EXCHANGE  BUYERS 

Protect  your  equity  in  a  Class  "A" 
Mid-rise  Office  Building  Investment. 
Prime  front  door  location  in 
Colorado's  premier  address 
The  Denver  Technological  Center 
100%  Leased  Long-Term  to  Fortune 

Top  25  Tenant 
$35M  price  yields  13.9%  IRR  and 
Potential  leveraged  IRR  19.7% 

Equity  $10M+ 
Bill  Conway  or  Aaron  Cobabe 
at  Cushman  &  Wakefield 
(303)  571-4100 

Acres  &  Prices 

664  Well,  elec,  deer  $299/ac 

1083  Rio  Grande  R..  STX  $449/ac 

1239  Wmill  well.  elec.  deer  $299/ac 

2068  Lodges,  well,  game  $239/ac 

2417  Wmill.  well,  gamey   $149/ac 

2921  Muledeer.  Presidio   S69/ac 

3121  Nueces  Riv.,  gamey   $349/ac 

3229  Muledeer,  Presidio   $59/ac 

3797  Muledeer.  4  wells  $139/ac 

6150  Muledeer.  Presidio   $49/ac 

Ed  Whith  Realty  800-683  Land 


CORPORATE  ITEMS 


Sales  Demo  Cases 

•  Heavy  Duty  Constructs  •  Heavy  Duty  Latches. 

•  Water  Resistant  Handles  and  Hinges 

•  With  or  Without  Foam  •  Colors  Available 

•  Various  Sizes  Available  •  World's  Finest 

•  Dust  Proof  Call  lor  FREE  Catalog 

1-800-533-3631  FAX-507-263-3129 

GEMINI 

INCORPORATED 
103  MENSIMG  WAY  CANNON  FALLS  MN  55009 


FRANCHISE  CONSULTING 


Franchise 

your  business! 

For  the  expert  help  you  need  to 
become  a  franchisor,  call: 
1-800-877-1103 

proncorp 

Specialists  m  Francrnse  Development  FB 
New  Yo!k»Ch(igo»L0tJA:ig'^»Mdr>«  ^.•Me«coC  ly»  Buenos  Kins 


SALVADOR  DALI 


"Drawers  of  Memory" 

1964  Original  Lithograph 
Pencil  Signed  by  Salvador  Dali 

Collect  Rare.  Authentic. 
Dali  Limited  Editions  From  The 
#l  Source  of  Dali  Graphics 

SILVERSTATE  FINE  ART 

FREE  CATALOG 
1-800-999-DALK3254) 


HAND  CARVED  MAHOGANY 
JET  FIGHTERS 


•  16"  to  2?"  models  ore  hand 
crafted  (Tom  lolid  mohooony  wiH) 
handpaiKed  markings  ond  details 

•  Over  160  models  >n  trod 

•  Prtced  from  $99  50 

•  Sotisfodion  guaranteed 

CoB  1-800  950-9944 
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CORPORATE  EXECUTIVE  GIFS 


"land  C~arved 
5olid  Wood  bull 


•  8  Mil  handcrafted 
Brahman  bull  model 
■  S4°  SO  plus  shipping 
Satisfaction  guaranteed 
Maloma  Corp. 


Call  24  hour* 

I  800  462-9091 


MAILORDER 


Ultimately  Luxurious 


mm  Choose  an 


"ELEVETTE" 
residential 
elevator  as  the 
ultimate  feature 
for  your  home,  or 
as  the  ultimate 
convenience  for 
a  loved  one  who 
shouldn't  use 
stairs. 


For  tree  literature,  contact: 


INCLINATOR 


COMPANY  OF 


AMERICA 


Dept  7 
P0  Box  1557 
Hamsburg.  PA  17105-1557 
Phone  717-234-8065 


FORBES  MARKET  CLASSIFIED 

To  spotlight  your  speciality  product  or  service  to  an  affluent  proven  responsive  executive  audience: 
CALL  OR  FAX  LINDA  LOREN  (212)  620-2440  or  FAX  (212)  620-2472,  e-mail:  lloren@forbes.com 


EDITED  DY  DERO  A.  SAUNDERS 


The  more  things  change  . . ." 
70  years  ago  in  Forbes 

(From  the  issue  of  Apr.  15,  1926) 
"The  telephone,  invented  by  Alex- 
ander Graham  Bell,  is  celebrating  its 
fiftieth  birthday.  No  other  American 
invention  has  so  completely  dominat- 
ed the  world.  .  .  .  In  no  other  industry 
has  America  achieved  such  a  farflung, 
marvelous  system  of  organization. 
Each  one  of  [over]  16  million  tele- 
phone owners  can,  through  the 
matchless  efficiency  of  the  Bell  Sys- 
tem .  .  .  talk  w  ith  any  one  of  the  oth- 
ers, whether  several  yards  or  several 
thousand  miles  away.  Big  Business 
never,  anywhere,  more  thoroughly 
justified  itself  " 

"The  biggest  passenger  airplane  at 
present  in  commission  is  said  to  be  the 
Vanguard,  built  by  Vickers  for  the 
[ London ]-Paris  line.  It  is  60  feet  3 
inches  long  and  lands  at  49mph  with  a 
payload  of  5,598  pounds.  Empty,  it 
weighs  over  12,000  pounds.  The 
wingspan  is  87  feet  9  inches  and  the 
wing  area  2,128  square  feet.'" 


60  years  ago 


(From  the  issue  of  Apr.  15,  1936) 


In  1936  this  Arizona  border  guard 
against  illegal  immigrants  took  his 
horse  with  him  for  rough  country  work. 

"British  hopes  are  high  that  the 
Queen  Mary  will  smash  all  transatlan- 
tic speed  records  on  her  maiden  voy- 
age late  in  May.  But  she  may  not  be 
unchallenged.  Recent  changes  may 
make  the  record-holding  Normandie 
faster  than  she  was  last  year.  .  .  ." 

"From  now  on,  J.S.  Bache  &  Co. 
brokers  will  distribute  15%  of  the 
company's  profits  to  employees.  Cus- 
tomers' men  and  employees  below 
executive  status  will  share  in  the  fund 
in  proportion  to  their  salaries.  But 


departmental  managers,  to  whom  will 
go  40%  of  the  fund,  will  share  in  it 
according  to  the  growth  of  their  re- 
spective branches  and  their  perfor- 
mance profitwise." 

50  years  ago 

(From  the  issue  of  Apr.1  5,  1946 ) 
"Having  chalked  up  a  sacrifice  of 
about  a  million  passenger  cars  since  V- J 
Day,  manufacturers  hope  to  make  up 
for  lost  time,  and  are  planning  to  pro- 
duce between  2  million  and  3  million 
cars  in  the  remainder  of  1946.'" 

"Few  realize  that  Canada,  our  good 
neighbor  to  the  north,  is  one  of  the 
best  examples  of  a  country  whose 
high  standard  of  living — some  claim 
it's  even  higher  than  that  of  the 
U.S. — is  dependent  on  foreign  trade, 
and  on  foreign  trade  alone.  For  Cana- 
da's 12  million  people  could  never 
provide  the  market  for  the  natural 
resources  which  the  country  has  in 
such  abundance.  Still  less  will  it  be 
able  to  provide  the  market  for  the 
products  of  her  manufacturing  indus- 
tries, which,  since  1939,  have  expand- 
ed in  a  manner  that  can  only  be  called 
incredible." 

"The  latest  research  feat  in  the  plas- 
tics field  is  Du  Font's  foamed  plastic, 
made  from  cellular  cellulose  acetate. 
It's  lighter  than  cork,  and — when 
bonded  between  two  sheets  of  metal, 
wood  or  plastic — combines  insula- 
tion against  heat  and  cold  with  re- 
markable structural  strength." 

25  years  ago 

(From  the  issue  of  Apr.  15,  1971  ) 
"The  supersonic  transport  is  yester- 
day's new  s;  the  next  debate  over  fed- 
eral subsidy  for  the  needs  of  U.S. 
industry  could  well  revolve  around 
the  U.S.'  lack  of  deepwater  ports  to 
accommodate  modern  bulk  shipping. 
The  debate  w  ill  center  on  w  hether  the 
U.S.  should  spend  public  money  to 


By  1971  huge 
tankers  needed 
special  ports 
to  unload. 
Should  the 
feds  pay 
for  them? 


construct  an  offshore  artificial  island 
terminal  to  service  the  huge  tankers 
and  bulk  carriers  that  are  increasingly 
the  norm  in  world  commodity  trade. 
The  first  price  tag  [is]  $1  billion  [and] 
could  be  much  higher." 

10  years  ago 

(  From  the  issue  of  Apr.  7,  1 986 ) 
"Is  it  a  dream?  The  Dow  industrials 
are  up  nearly  250  points  since  the  start 
of  the  year  and  nearly  500  points  since 
the  rally  began  in  mid-September 

1985  The  blue-chip  Dow  closed 

the  latest  two-week  period  just  a  few 
points  shy  of  the  1800  level." 

"The  bill  for  federal  farm  programs 
over  the  next  three  fiscal  years  is  now 
reckoned  at  around  $55  billion,  up 
from  $52  billion  when  the  farm  bill 
was  enacted  in  December.  .  .  .  Bump- 
er crops,  like  1985's,  could  add  may- 
be an  extra  $15  billion." 

"Americans  ate  10.3  pounds  offish 
per  person  25  years  ago;  now  it's  13.6 
pounds  a  year.  Enter  aquaculture 
farmers — and  catfish.  .  .  .  Catfish 
from  man-made  [southern]  ponds  are 
now  a  $300-million-a-year  crop,  and 
growing  25%  a  year." 


Ugly  but  tasty,  farm-grown  southern 
catfish  is  now  a  major  U.S.  food  item. 
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TV  cassette  players  will 
take  ever-bigger  bites  out 
of  the  regular  TV-viewing 
audience,  moviegoers, 
sports  and  other  event- 
attending  spectators. 
Cassette  players  are  now 
the  hottest  thing  on  the 
entertainment  scene  since 
popcorn.  .  .  .  Movie  cas- 
settes are  improving  the 
margin  of  profit  for  more 
and  more  Hollywood  hits 
that  don't  at  the  box 
office.  And,  of  course,  there 
is  the  home  video  camera.  .  .  . 
The  only  limitation  is  the 
viewer's  time.  And  there, 
my  friends,  is  the  rub 
of  the  matter.  With  only 
one  pair  of  eyes  and  a 
24-hour  day,  tape-popping 
addicts  have  less  and  less 
time  for  going  out  to  pay 
to  see  things. 

-Malcolm  Forbes 


A  Text .  .  . 

Woe  to  them  that  decree 
unrighteous  decrees,  and 
which  write  grievousness 
that  they  have  pre- 
scribed. To  turn  aside 
the  needy  from  judg- 
ment, and  to  take  away 
the  right  from  the  poor 
of  my  people,  that  wid- 
ows may  be  their  prey, 
and  that  they  may  rob 
the  fatherless! 
Isaiah  10:1-2 


Sent  in  by  Elizabeth  Sebastian, 

Garland,  Tex. 

What's  your  favorite  text? 

The  Forbes  Scrapbook 

of  Thoughts  on  the  Business 

of  Life  is  presented  to  senders 

of  texts  used. 


There  is  no  wholly  satisfac- 
tory substitute  for  brains, 
but  silence  does  pretty  well. 

-Anonymous 

The  degree  of  one's  emotion 
varies  inversely  with  one's 
knowledge  of  the  facts — the 
less  you  know  the  hotter 
you  get. 

-Bertrand  Russell 

Genius  is  eternal  patience. 
-Michelangelo 

I've  learned  one  thing — 
people  who  know  the  least 
anyways  seem  to  know  it 
the  loudest. 

-Andy  Capp 

When  you  bet  on  a  sure 
thing — hedge! 
-Robert  Hale 


My  early  and  invincible  love 
of  reading  I  w  ould  not  ex- 
change for  all  the  riches 
of  India. 

-Edward  Gibbon 

A  nickel  ain't  worth  a 
dime  anymore. 
-Yogi  Berra 

Golf  has  taught  me  there  is 
a  connection  between  pain  and 
pleasure.  Golf  spelled  back- 
wards is  "flog." 
-Phyllis  Diller 


More  than  9,000  "Thoughts,"  indexed  by  author  and 
subject,  are  available  in  a  three-volume  boxed  set  at 
$69.50  ($27.50  per  volume  if  purchased  separate- 
ly). Also  available,  a  one-volume  edition  of  over 
3,000  "Thoughts."  Price:  $27.50.  Send  check  and 
order  to  Forbes  Books,  P.O.  Box  11234,  Des  Moines, 
IA  50340.  Add  sales  tax  on  orders  in  New  York  State 
and  other  states  where  applicable.  For  faster  service 
call  1-800-234-4553  and  charge  to  your  credit  card. 


Adolescence  is  the  period 
of  life  when  we  first  become 
obsessed  with  trying  to 
prove  we  are  not  a  child — 
an  obsession  that  can  last 
a  lifetime. 

-CULLEN  HlGHTOWER 

Nothing  is  as  burdensome 
as  a  secret. 
-French  proverb 

Americans  are  uneasy  with 
their  possessions,  guilty 
about  power,  all  of  which  is 
difficult  for  Europeans  to 
perceive  because  they  them- 
selves are  so  truly  material- 
istic, so  versed  in  the  uses 
of  power. 
-Toan  Didion 

No  man  is  good  enough  to 
govern  another  man,  without 
that  other's  consent. 

-Abraham  Lincoln 

All  the  other  pleasures  of 
life  seem  to  wear  out,  but 
the  pleasure  of  helping 
others  in  distress  never  does. 

-Julius  Rosenwald 

Many  possessions,  if  they  do 
not  make  a  man  better,  are 
at  least  expected  to  make 
his  children  happier;  and 
this  pathetic  hope  is  behind 
many  exertions. 
-Karl  von  Humboldt 

Doing  nothing  is  the  hardest 
work  of  all. 

-Anonymous 

You  don't  get  anything  clean 
without  getting  something 
else  dirty. 
-Cecil  Baxter 

Experience  is  the  hardest 
kind  of  teacher.  It  gives 
you  the  test  first  and  the 
lesson  afterward. 

-Anonymous 
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The  Information  Highway  Is  Paved 
With  Rhetoric,  Metaphors,  And  The  ScarTissue 
Of  Misinformed  Executives. 


The  rush  is  on  to  do  business  on 
the  Internet.  What  will  separate  the 
winners  from  the  losers? 

One  of  the  deciding  factors  will 
be  your  alliances  with  strategic  network 
partners.  Partners  that  can  help  you 
capitalize  on  the  power  of  the  Internet. 
A  partner  like  Cisco  Systems. 

Cisco  helped  pioneer  the  Internet. 


Today,  almost  every  message  that  travels 
across  the  Internet  moves  through 
Cisco  equipment. 

In  fact,  it's  our  Cisco  IOS™  software 
that  enables  the  different  hardware 
devices  and  companies  to  share  data 
on  the  Internet.  All  of  which  makes 
Cisco  uniquely  qualified  to  construct  the 
infrastructure  your  company  needs  to 


deploy  the  Internet  for  marketing, 
customer  support  and  sales. 

So  visit  us  at  www.cisco.com.,  or 
call  us  at  1-800-859-2726,  ext.  159. 
We  can  help  you 
from  becoming 
a  statistic  on 
the  information 
superhighway. 


■ 

to 

cisciSmmms 

THE  NETWORK  WORKS 
NO  EXCUSES 


From  outside  the  Vmted  States,  phone  Cisco  USA  408  526  7209,  Cisco  Europe  12  2  778  4242  or  Cisco  Australia  61  2  9935  4107. 


ARE  YOU  open  TO  SOME  REALLY 
NARROW-MINDED  THINKING? 


Go  ahead  and  be  intolerant.  The  next 
time  someone  brings  you  the  same  old 
mass  media  solution  to  your  niche  market- 
ing problem,  close  your  mind.  Shut  the 
door.  There  are  just  too  many  good  new 
alternatives  available,  and  if  the  people 
you're  relying  on  for  advice  don't  get  it... 
well,  they  just  don't  get  it. 

You  see,  good  creative  and  strategic 
thinking  isn't  coming  from  the  same 
places  it  used  to.  It's  not  coming  from 
those  who  have  served  the  mass-producing 
captains  of  the  industrial  revolution,  but 
from  a  new  breed  born  of  the  entrepre- 
neurial explosion  of  the  1980s.  They're 
technology  zealots  who  instead  of  beat- 
ing a  path  to  Madison  Avenue  are  racing 
their  way  to  The  Information  Highway. 

Big  bureaucratic  ad  agencies  are  orga- 
nized around  messages  to  the  masses. 
They're  not  flexible  enough  to  deliver 
customized  communications  to  niches. 
And  even  the  hot  creative  shops  who  in 
the  past  have  given  us  some  entertaining 
mass  media  moments  won't  rule  in  the 
niches-within-niches  world.  As  markets 
and  interests  become  more  highly  spe- 
cialized, the  customer  on  the  other  end 
demands  both  style  and  substance. 


When  the  niches  narrow,  the  content 
must  run  deep.  Mass  media  appeals  to  a 
low  common  denominator.  That's  why  it's 
characterized  by  the  trick,  the  tease  and 
the  fashion  statement.  But  when  the  mes- 
sage requires  depth,  or  the  issue  of  intan- 
gible value  an  explanation,  it  requires  a 
different  set  of  creative  skills.  Skills  of 
increasing  importance  to  you  as  media 
becomes  interactive  and  customers  choose 
to  consider  your  messages  on-demand. 

And  this  new  breed  of  talent  moves 
at  the  speed  of  light.  No  respect  for 
bureaucracy;  no  patience  for  delay. 
They're  equipped  with  fast-moving 
technology  and  a  mindset  for  using  those 
tools  to  make  things  happen  rapidly. 

We're  part  of  that  new  vanguard.  For 
fifteen  years  we've  been  making  big  things 
happen  in  the  small  places  our  clients  call 
their  niche  markets.  And  if  you're  ready 
to  make  things  happen  in  your  niches, 
maybe  it's  time  you  opened  your  mind  by 
narrowing  your  thinking.  Take  a  new 
approach. 

Voice  513.671.3811,  Fax  513.671.8163 
Internet  s  e  g  a  1  @  h  s  r  .  c  o  m 
h  1 1  p  :  /  /  w  w  w  .  h  s  r  .  c  o  m 


Hensley-Segal-Rentschler 

MARKETING  COMMUNICATIONS 
Niche  Mastery    ~    Persuasive  Content    ~    Speed    ~    Shrewd  Advice 


Advertising  Afie's  Business  Marketing  Agency  of  the  Year  1995-96 
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Your  business  can 

spend  years 

trying  to  figure  out 

the  intranet. 


or  a  few 

minutes  with 

someone  who 

already  has. 


F 

Mk*  \  The  intranet.  Everyone's  talking  about  it,  but 
/JHLh  f«.'w  are  taking  advantage  of  it.  Whether 
you're  talking  business-to-business,  or 
business-to-consumer,  Sun  can  show  you  the  opportunities 
associated  with  the  intranet,  and  then  provide  you  with  the 
products,  service  and  support  to  help  you  implement  those 
solutions.  Everything  from  industry-leading,  easy-to-use 
Netra"  servers  and  key  industry  partnerships,  to  the 
revolutionary  Java"  technology,  and  SunScreen"'  and 
Solstice"  FireWall-T"  security  products.  So  don't  waste  time 
and  resources  trying  to  re-create  the  wheel,  call  Sun.  After 
all,  we're  the  intranet  experts-we  helped  invent  it.  To  learn 
more  about  Sun  or  business  solutions  already  in  place, 
contact  us  at  http://www.sun.com  or  1-800-786-0785,  Ext.  370. 


THE  NETWORK  IS  THE  COMPUTER" 

©1996  Sun  Microsystems,  Inc  All  rights  reserved  Sun,  Sun  Mi:rosystems,  the  Sun  Logo,  Java,  SunScreen,  Solstice,  Netra  and 
The  Network  Is  The  Computer  are  trademarks  or  registered  trademarks  of  Sun  Microsystems,  Inc  in  the  United  States  and 
other  countries  FireWall-1  is  *  trademark  of  Checkpoint  Software  Technologies,  Ltd,  used  under  license  by  SunSoft,  Inc 
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PULL-DOWN  MENU 

*f      Editor's  Letter:  Intranets 

I  I  Are  Real  Take  the  fluidity  of 
the  Internet,  bring  it  inside  a  company, 
and  you've  got  the  next  big  thing  in 
networking  that  really  works. 
By  Rich  Karlgaard 
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The  Big  Picture: 
Pure  Creative  Joy 


14 


Letters  to  ASAP 


«4  ft  Game  Plan:  Insecurity  Complex 

I  O  The  gold  watch  and  retirement 
dinner  may  be  relics  of  the  recent 
past,  but  inspiring  loyalty  need  not  be 
a  lost  art.  By  Bill  Walsh 


22 


The  Unknown  Entrepreneur: 
Step  One:  Seed  Daze  When 


a  lifelong  "corporate  hump"  decides 
to  start  his  own  company,  his  first 
good  news  is  that  it  doesn't  take 
$2  million — just  a  good  idea,  some 
friends  and  family  members  who  trust 
you,  and  guts.  By  Mo  Schumpeter 

ft  A  The  Value  Chain:  Why  Profits 
JmH  Don't  Matter 

New  technologies  require  new  ways  to 
measure  a  company's  worth.  Until  we 
can  account  for  intangibles  like 
consumer  goodwill  and  effective 
management,  the  bottom  line  is  an 
illusion.  By  William  Davidow 

£L  A  '-eSen<*S:  Tim  Berners-Lee 

wT"  The  inventor  of  the  World 
Wide  Web  has  watched  others  make 
millions  with  his 
brainchild.  With  true 
British  noblesse 
oblige,  he  says  he 
doesn't  mind. 
By  James  Daly 


Academics  who  dominate  our  political 
debate  have  failed  to  understand  one  of 
the  great  drivers  of  entrepreneurial 
capitalism:  fun!  By  Virginia  I.  Postrel 


/  Mores:  The  Transmigration 
I  O  of  Cool  The  revenge  of  the 
nerds  is  more  serious  than  anyone  ever 
envisioned:  They  have  taken  cool  and 
made  it  their  own.  By  Owen  Edwards 
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The  Peters  Principles: 
Taking  the  Big  Plunge 


Our  man  from  Excellence  is  staking  his 
future  on  the  Internet.  Now  all  he  has 
to  do  is  figure  out  what  that  means. 
By  Tom  Peters 

SMALL  BUSINESS 

A  ft  B  reaking  Away:  Back 
TP  JL  in  the  Satellite  Again 

Hungarian-born 
T.W.  Weston 
traded  a  cloak 
and  dagger  for 
cowboy  boots 
and  rode  Texas 
real  estate  from 
boom  to  bust. 
Now  he's  at  home 
on  the  range,  outfitted  with  technology, 
and  riding  herd  on  global  deals. 
By  Umberto  Tosi 

IT  STRATEGIES 

fy/*  Your  Web  Page:  Get  What 
OD  You  Paid  For  Setting  up  shop 
on  the  World  Wide  Web  takes 


serious  maintenance. 
One  big  problem, 
though:  It's  still  tough 
to  figure  out  how  many 
people  you're  really 
reaching.  By  David  Strom 

CASE  STUDIES 

ft  ft  Law.com  The  name  of  the  game 

Am  O  has  changed  for  law  firms:  Low 
cost  and  fast  service 
matter  a  lot  more  than 
pedigree.  The  Boston 
Brahmin  firm  of  Hale 
and  Dorr  has  shed  its 
white-shoe  ways  and 
gone  digital  with  a 
vengeance.  By  Mike  France 

COVER  STORY 

66  *  Tech  Investing  Really  Is  Different 

The  ground  rules  of  Wall  Street  are 
changing  as  fast  as  technology  itself. 
This  is  definitely  not  your  father's 
market.  The  big  winners  today  play  an 
inner  game,  immersing  themselves 
deeply  in  die  culture  of  the  information 
age  with  all  the  dedication  of  true  nerds. 
Forbes  ASAP  goes  surfing  with  the  best 
and  die  brightest. 

68  •  Player  Profiles  Meet  the  Snoop,  the 
Party  Animals,  the 
Nerd,  the  Bottom 
Fisher,  the  Gossip, 
the  Stargazer,  the 
Contrarian 
and  other 
top  talents 
who  have 

turned  an  often  blurry  picture 
of  the  future  into  canny  predic- 
tions and  sharp  gains. 
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86  •  From  High  Torque  to  High 
Tech  The  muster  oi  the  universe 
evolves.  Some  comparative 
anthropology  reveals  a  fundamental 
change  between  high-rolling  Wall 
Street  hotshots  1 0  years  ago  and 
the  down-dressed  winners  of 
today.  Forget  image;  think 
smarts.  Photogi'aphy 
by  R.J.  Mima 


88 


Six  Billion  Dollar  Man 

With  a 
lukewarm  six- 
page  report, 
( it  ildman  Sachs 
partner  Rick  Sherlund 
dropped  Microsoft's 
market  value  by  about 
$6  billion.  For  one  long  working  day, 
Forbes  ASAP  hangs  out  with  Dr.  Clout. 
By  Paid  Kedrosky 

FEATURES 

Q  A  Interview:  Bob  Frankenberg  Some 
see  Novell's  CEO,  successor  to 
rawhide-tough  Ray 
Noorda,  as  a  Boy 
Scout  among  software 
predators.  But  his 
subtle  fly- fisherman's 
style  may  prove  right 
for  the  changeable 
currents  of  a  network-oriented  future. 
By  Gene  Koprowski 


48 


Database  Update:  Welcome  to 
21st-century  Data 


The  Internet  has 
put  a  charge  in 
some  eye-popping 
new  data  forms. 
Want  a  profile  of 
people  who  buy 
red  cars?  No 

problem.  Click  on  the  pictur 
car.  By  Mark  Ha/per 


54  •  Larry  Ellison:  Ssmurai  Interview 

Oracle's  outspoken  founder  holds 
forth  on  the  $500  Internet  box,  Bill 


of  the  red 


Cates's  personal  bandwidth  and 
other  hot  topics.  By  Rich 
Karlgaard  and  Mark  Ha/per 


60  •  Customer/Data  Feedback  Loops 

Computers  have  stood  the  product- 
centered  business  model  on  its 
head.  T  he  key  now  is  to 
become  customer-centered, 
delivering  individualized 
goods  and  services  to  millions 
of  buyers.  By  Don  Peppers  and 
Martha  Rogers 

AA  Leadership:  Can 
I  UU  It  Be  Learned? 

The  answer  is  yes,  according 
to  reengineering  guru  Mike 
Hammer,  who  rakes  in  $2,200 
a  head  for  his  executive  training 
seminars.  But  the  results  of  this 
multibillion-dollar  industry  are  far 
from  clear.  By  Glenn  Rifkin 


104  •  Peter  Drucker: 
Not  Enough  Generals  Were  Killed! 

■  jm  i  World  War  I  was  a 
military  mess  because 
leaders  stayed  behind 
the  lines — and  behind 
the  times. 
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inductors,  Sunnyvale,  CA 


I'm  MikeTigson.from  the  Semiconductors 
division  of  Philips  Electronics.  My  job  is  to 
improve  our  delivery  performance  to  major 
manufacturers  of  products  like  computers 
and  printers. 

Since  every  customer  defines  on-time 
delivery  differently,  we've  created  separate 
teams  to  focus  on  each  customer.  It's  working 
so  well,  many  of  our  biggest  customers  now 
rate  us  number  one  for  delivery. 

We  said  we'd  make  things  better.  And 
we  delivered. 


PHILIPS 


PHILIPS 


1995  Philips  Electronics  North  America  Corporation 


That's  more  than  a  headline.  It's  our  culture.  It's  our  track  record.  Since 
creating  our  first  microchip  27  years  ago,  we've  been  passionately  committed 
to  one  thing:  building  partnerships  that  set  no  limits  on  our  customers.  It's 
made  us  successful.  More  importantly,  it's  helped  our  partners  succeed:  Motorola. 


Leading 

the 

world. 

AMD's 

Flash  memory 
technology 
sets  the 
global 

standard  for 
performance. 
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World's 

most 

popular. 

Motorola 
uses  our 
Flash  memory 
to  deliver  the 
performance 
and  quality 
cellular  phone 
customers 
demand. 


Hewlett  Packard.  Siemens.  Acer.  Cisco.  The  list  goes  on,  long  into  the  night. 


AMDS1 

Run  with  it 


For  more  information:  1-800-222-9323    Internet:  http://www.amd.com 

i  Advanced  Micro  Devices,  Inc.  AMD  and  the  AMD  logo  are  registered  trademarks  and  Run  with  it  is  a  trademark  of  Advanced  Micro  Devi 
All  other  names  are  property  of  their  respective  holders 


A  wing  and  no  prayer. 


To  keep  up  with  the  accelerating 
pace  of  change,  organizations  are 
being  forced  to  reshape  themselves. 

But  unless  improvements  impact 
ail  areas  of  the  enterprise,  the  race 
may  be  over  before  it  starts. 

So  instead  of  focusing  on  just  one 

For  more  information,  please  visit  our  web  site  at  http 


part  of  an  organization,  Andersen 
Consulting  can  help  you  transform 
the  whole.  And  rather  than  merely 
recommending  how  the  components 
should  fit  together,  we'll  work  with 
you  to  help  make  sure  that  they  do. 
Because  in  an  era  that  demands 

//www.ac.com. 


speed  and  agility,  organizations 
that  don't  transform  are  the  one; 
most  likely  to  end  up  in  the  soup 

Andersen 
Consulting 
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I NTRAN  ETS  ARE  REAL 

Do  you  have  trouble  getting  the  right  information  to  the  right  place 
in  your  company?  Build  an  "Intranet"  By  Rich  Karlgaard 


LATELY  EVERYONE  HAS  BEEN  HYPING  THE  PROMISE  OF 
Intranets — the  way  companies  are  using  the  public- 
ganglion  of  wires,  connections  and  protocols  known 
as  the  Internet  to  cheaply  manage  internal  data.  One 
of  our  rivals,  a  weekly  business  magazine,  recently  splashed 
Intranets  on  its  cover.  It  made  us  nervous.  Roger  Lowen- 
stein,  in  his  magnificent  biography  on  Warren  Buftett,  points 
out  that  this  particular  magazine  has  an  impeccable  record 
for  hyping  trends  at  the  market  peak,  thereby  leading  the 
innocent  (its  readers)  to  slaughter. 

On  top  of  that,  veteran  technology  fans  have  heard  the 
cheerleading  before.  Not  too  long  ago  this  same  magazine 
was  whooping  it  up  for  pen  computing. 

Intranets  are  real,  notwithstanding.  My  own  epiphany 
occurred  back  in  January  when  I  sat  next  to  Ed  McCrack- 
en  at  dinner.  After  dessert,  the  Silicon  Graphics  chief  got 
up  to  address  a  local  business  crowd  about  the  Internet.  In- 
stead, he  talked  more  about  Intranets. 

Less  than  a  year  ago,  McCracken  explained,  Silicon  Graph- 
ics had  no  clever  way  to  share  corporate  information  across 
its  internal  networks.  A  number  of  groupware  projects  had 
been  started;  they  looked  pretty  cool  in  beta-testing,  but 
then  bogged  down  with  problems  and  departmental  infighting 
when  scaled  up  past  a  small  number  of  users. 

Then  last  year,  like  a  comet,  came  die  Web.  Silicon  Graph- 
ics, in  the  business  of  making  powerful  Web  servers,  had  a 
sudden  epiphany  of  its  own.  "Hey,  let's  eat  our  own  dog  food. 
Let's  dump  these  other  groupware  projects  and  use  the  In- 
ternet to  share  corporate  information  across  networks." 

Thus  began  Silicon  Graphics's  Intranet.  Today,  vital  and 
fast-changing  company  scoop,  from  press  announcements 
to  sales  brochures  to  training  videos,  sits  on  900  Silicon 
Graphics  servers.  The  servers  reside  "inside  the  fire  wall." 
This  means  that  outsiders  can't  get  to  the  information,  un- 
less they  determinedly  hack  their  way  in. 

McCracken  describes  how  his  Intranet  works.  "If  a  com- 
petitor like  Sun  launches  a  new  product,  within  24  hours 
we'll  have  a  video  instructing  our  salespeople  how  to  sell 
against  that  product." 

Peter  Drucker  has  long  complained  that  the  modern  tools 
produce  a  Niagara  Falls  of  data,  while  failing  to  deliver 


a  useful  drink  of  information.  A  keen  insight.  But  Intranets 
are  changing  that — and  fast.  A  mere  24  hours  to  teach  your 
worldwide  salesforce  about  the  competition's  new  killer 
product?  That's  a  powerful  drink. 

Another  reason  lor  betting  on  Intranets  is  bandwidth. 
Forbes  ASAP  has  complained  loudly  and  often  that  while  Moore's 
Law  governs  the  evolutionary  pace  of  computers,  "Moron's 
Law"  perversely  defines  telecommunications.  Only  morons 
or  bureaucrats  could  write  the  Telecommunications  Act  of 
1996  and  call  it  deregulation.  Of  course,  such  dorks  have  friends 
in  high  places.  Formerly  regulated  telephone  companies  and 
TV  broadcasters  don't  welcome  a  data  highway  free-for-all, 
any  more  than  dinosaurs  welcomed  giant  meteors. 

Small  businesses  may  have  to  wait  until  Ma  Bell  calls  her 
cows  home  before  getting  their  cheap,  high-bandwidth  con- 
nections. We  hope  George  Gilder  proves  prescient  and  it 
happens  sooner.  But  as  long  as  Ma  keeps  puckering  her  lips 
for  backwater  beaus  (see  also:  the  Gorebrained  and  the 
Hundtwits),  you  can't  count  on  it. 

Ah,  but  inside  your  own  company,  you  can!  Just  lease  a 
few  T3  lines  and  dispatch  full-color  training  videos  across 
high-speed  local  networks.  If  you  run  a  larger  company,  you 
can  easily  spread  the  high  installation  and  line-lease  costs 
across  thousands  of  employees.  If  you're  a  small  fry,  you'll 
have  to  somehow  get  around  the  economies  of  scale.  Maybe 
you  could  rent  in  a  high-bandwidth  office  park. 

The  Intranet  is  a  no-brainer.  Go  for  it. 

We  welcome  a  new  columnist,  Bill  Davidow  (page  24),  a 
California  venture  capitalist  and  former  Intel  marketing  whiz 
who  miraculously  finds  the  time  to  write.  He  writes  well, 
too.  His  published  books  include  business  bestsellers  Mar- 
keting High  Technology  and  The  Virtual  Corporation  (with 
Forbes  ASAP  contributor  Michael  S.  Malone).  Davidow  will 
examine  how  the  new  economy  changes  the  nature  of  wealth 
and  wealth  creation. 

Gilder's  masterful  Feb.  26  article,  "Goliath  at  Bay," 
had  been  on  the  street  tor  only  a  week  when  this 
story  appeared  in  the  newspapers:  "Microsoft  Reorganizes. 
Software  Giant  Changes  Internet  Strategy  After  Losing 
Ground."  Well  done,  George!  ■ 
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"In  my  business,  minutes 
could  cost  millions. 
So,  I  need  immediate 
and  conji&mtial 
communications" 


Lynn  A.  Schriber,  ^ 
International  Financial  Consultant 


We're  bringing  together 

DSP  Solutions 
that  sound  good  to 
our  customers. 


nd  theirs. 


In  high-growth  markets  like  wireless  communica 
Texas  Instruments  is  offering  sound  ideas  in  [ 
Signal  Processing  Solutions.  In  fact,  our 
Solutions  help  enable  breakthrough  features  thaj 
vide  "noise-free"  digital  compression,  faster  si 
transmission  and  ultralow  power  consumption  f 
ultimate  in  portable  communication. 

To  meet  the  never-ending  appetite  for  1 
performance,  longer  battery  life  and  consl 
evolving  digital  wireless  standards  like  IS-54, 
and  PDC,  the  world's  leading  manufact 


Dntinue  to  turn  to  TI.  Because  our  DSP  Solutions 
>ad  map  will  take  them  to  their  next-generation 
roducts  and  beyond. 

Through  TPs  system-level  components  and 
ricsson's  system  design  expertise,  the  world's  first 
ind-held  IS-54B  digital  cellular  phone  was  created  - 
vo  weeks  ahead  of  schedule  and  six  months  ahead  of 
dustry  expectations.  Our  leadership  position  in  DSP 
jilutions  allows  our  partners  in  technology  to  follow 
integration  path  that  reduces  their  system  to  just  a 
m  chips,  substantially  lowering  costs.  Plus  our  global 


manufacturing  capability  assures  continuity  of  supply 
and  a  rapid  ramp  to  volume  in  your  fast-paced  market. 

From  wireless  communications  to  multimedia 
computing,  TI  DSP  Solutions  are  changing  the  way  we 
live,  learn,  work  and  play.  Sounds  pretty  good,  doesn't  it. 

EXTENDING       YOUR       K  E  A  C  H" 

^?  Texas 
Instruments 
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Letters 


to  ASAP 


Cheers  for  Chips ... 

Splendid  job  on  your 
microchip  feature  ("Chips 
Triumphant,"  Feb.  26).  Hut 
what  a  sorry  perspective  from 
the  1 1  industry  gurus  on  the 
relative  historical  importance 
of  microchips  ("The  Real 
Road  Ahead").  Only  Sun's  Bill 
Joy  recognized  any  biological 
inventions  among  the  top  10 
in  historical  importance, 
despite  the  profound  contri- 
butions of  biology  to  the 
human  experience.  Vaccina- 
tion is  only  one  of  several  bio- 
logical inventions  that  easily 
outrank  the  microchip  in  his- 
torical significance.  Without 
vaccines,  many  maestros  of 
the  microcosm  may  not  have 
lived  long  enough  to  compose 
their  magnificent  ideas.  And 
with  many  fewer  people  on 
earth,  their  markets  would  be 
far  smaller. 
TIM  BURLAND 
tim  burland@aol.com 

"(Tips  Triumphant"  is  a  tour 
de  force.  The  foldout  history 
included  a  mention  of  John 
von  Neumann's  contribution 
to  software  methods,  which 
had  not  appeared  in  computer 
publications.  Few  people 
realize  that  von  Neumann's 
computer  had  no  clock,  a  diffi- 
cult logic-design  approach  that 
could  avoid  the  monstrosity  of 
fans  on  processor  chips. 
Around  1975,  a  little-known 
16-bit  chip  designed  for  a  mis- 
sile used  that  approach  and 
proved  his  theory.  Today's 
chip  and  operating  systems 
companies  are  too  busy  to  re- 
view history  in  their  continued 
miniaturization  of  mainframe 
dinosaurs  and  CPU  time- 
sharing operating  systems. 
SY  WONG 
sywong@markv.com 

...And  Sneers 

Michael  Malone's  "Chips 
Triumphant"  contained  a 
number  of  errors: 

■  The  transistor  was  not 
invented  it  Bell  Labs  in  New 
Jersey.  The  Brattain/Bardeen/ 
Shock!-,  j  ream  worked  on  Canal 
Street  in        i  Manhattan. 

■  The  trans         hey  invented 


w  is  not  very  fast,  small  and 
energy  efficient:  For  a  long 
time  all  that  transistors  were 
good  for  v\.is  hearing  aids.  It 
took  arduous  work  to  make 
them  fast  and  able  to  handle 
more  power  to  compete  with 
vacuum  tubes. 

■  Neither  Robert  Noyce  nor 
Jack  Kilby  had  the 
idea,  as  Malone 
says,  that  the 
transistors  could 
be  created  using 
a  lithographic 
process  as  a  series 
of  etched  and 
plated  regions. 
Transistors  had 
always  been 
created  by  lithog- 
raphy. Because  of 
their  size,  there  is  just  no 
other  way. 

■  Metal  oxide  semiconductor 
(MOS)  was  not  a  new  technolo- 
gy when  Intel  was  founded.  It 
was  first  proposed  by  Shockley 
and  implemented  many  times, 
including  tor  calculator  chips. 
It  took  a  while  to  overcome 
their  reliability  problems, 
though,  and  bipolar  transistors 
prevailed.  Intel's  merit  was  to 
recognize  that  memory  chips 
could  be  made  to  larger  capac- 
ity due  to  the  lower  power 
required  for  MOS. 
HERBERT  L.  METTE 
Brielle,  N.J. 

Bolts,  Not  Bytes 

If  our  leaders  get  distracted 
and  focus  on  subsidizing  the 
intangible  economy  and  away 
from  the  unneeded  farming, 
mining  and  manufacturing, 
then  my  children  really  have 
no  hope.  Virginia  Postrel 
("The  Big  Picture:  It's  All  in 
the  Head,"  Feb.  26)  and  other 
like-minded  economists  will 
probably  answer  that  I  have 
missed  the  point  and  am  inca- 
pable of  understanding  their 
view  and  the  mathematical 
simulations  it  is  built  on. 
Postrel  and  fellows  are  so  far 
into  the  forest  they  can't  see 
how  we  got  away,  and  stay 
away,  from  the  sticks  they're 
standing  on. 
JOE  BOUCHER 
Bedford,  Tex. 


Sexy,  Schmexy 

Gosh!  Tvvii  articles  ("Pricing 
Down  Toon  Town"  and 
"Goliath  at  Bay,"  Feb.  26)  sug- 
gesting that  successful  results 
might  be  more  important  than 
sexy,  complicated  equipment. 
My  great  lesson  of  1995  was 
that  I  could  do  twice  as  much 
work  twice  as 
fast  using  $40 
First  Act  on  a 
386,  as  I  could 
using  $250  Act 
for  Windows  on 
a  Pentium  100.  I 
guarantee  that 
many  people 
who  spend  all 
their  time 
screwing  with 
their  overblown 
PCs  will  be  just  as  dead,  in  the 
end,  as  those  who  never  com- 
puterize at  all. 
HILARY  PAPROCKI 
Rochester,  N.Y. 

Note  to  Gilder: 
Keep  Your  Head  in 
the  Clouds 

There  is  one  source  of  band- 
width that  I  have  been  waiting 
to  read  about  in  George 
(iilder's  articles,  but  haven't. 
Digital  satellite  systems  (DSS) 
are  being  manufactured  with  a 
data  port  capable  of  23  mega- 
bits per  second.  As  a  layman, 
23  megabits  per  second  seems 
2.3  times  better  than  the 
1 0-megabits-per-second  capa- 
bility ot  cable  modems.  The 
only  disadvantage  with  DSS  is  a 
quarter-second  delay  notice- 
able on  voice  conversations. 
DSS  is  a  viable  alternative  to 
analog,  ISDN,  Tl  and  cable 
modems.  I  look  forward  to 
Gilder's  take  on  this. 
KEVIN  PERKS 
Tonawanda,  N.Y. 

See  "Telecosm:  Mike  Milken  & 
the  Two  Trillion  Dollar 
Opportunity"  in  our  April  1(1, 
1995,  issue  for  Gilder's  view  of 
direct  broadcast  satellite 
services. — Eds. 

I  saw  Forbes  ASAP  for  the  first 
time  yesterday  and  consumed 
it  like  a  thriller  novel.  Then  I 
struggled  to  keep  from  going 


into  a  depression.  While  I  was 
forging  my  career  on  \  I  s, 
George  Gilder  was  not  yet  old 
enough  to  attend  high  school. 
Now  he  has  written  an  article 
("Telecosm:  Goliath  at  Bay," 
Teb.  26)  I  had  to  read  twice 
just  to  begin  to  understand. 
Judging  from  the  trends  of  the 
last  15  years,  I'd  say  your 
young  "house  sage"  is  right. 
Industry  leaders  have  consis- 
tently been  a  few  steps  behind. 
Not  so  very  long  ago  Wang 
was  running  advertisements 
proclaiming  it  was  gunning 
for  IBM.  It's  the  same  old 
hindrance — successful  people 
underestimate  the  intelligence 
and  determination  of  other 
people.  Some  currently 
unknown  genius(es)  will 
solve  the  problems  Bill  Gates 
mentioned. 
L.  COLLETTE  NAGY 
ddxp60a@prodigy.com 

Thanks.  One  minor  point:  While 
George  has  the  energy  and  bold- 
ness of  any  caffeine-addled  23- 
year-old,  he-  is,  alas,  a  generation 
older. — Eds. 

I  must  register  my  surprise, 
astonishment  and  praise  for 
the  Dec.  4,  1995,  issue,  in 
particular  (iilder's  article 
"Telecosm:  Angst  and  Awe  on 
the  Internet."  It  is  very  rare 
indeed  to  see  a  person  of  this 
caliber  discuss  this  type  of 
technical  topic  in  all  its  gory 
detail,  with  such  vision,  in  a 
magazine  that  most  people 
would  assume  is  strictly  a 
"business"  or  an  "investor's" 
domain. 

CHRIS  FAIELLA 

75341 ,1 243@compuserve.com 

And  Don't  Call  Us 
Book  jockeys,  Either 

In  your  Feb.  26  issue,  you  ran 
a  piece  by  Owen  Edwards 
titled  "Mores:  Inflammation 
Highway."  You  shouldn't 
have.  The  thesis  that  editors 
are  all  that  is  needed  to  make 
order  out  of  the  chaos  of  the 
Internet  and  World  Wide 
Web  is  completely  flawed. 
When  our  organization 
wanted  to  organize  our  edi- 
torial content  by  topic,  author. 
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You've  made  a  wise  decision.  By  selecting  "a)M  as  your  answer,  you've  chosen  the  world's  leading  remote 
:omputing  system.  Remoteware*  provides  the  foundation  that  enables  thousands  of  remote  and  mobile  computer  users  to 
communicate  with  the  office  and  each  other,  faster  and  more  efficiently.  It  even  makes  internet  communications 
more  productive,  secure  and  adaptable  to  your  company's  needs.  More  than  1,000  organizations  have 
discovered  that  there's  a  whole  world  out  there.  Call  us  at  1.800.322.3366  ext. 1262.  Use  it. 


you  streamlined  a  classic  vertical 
organizational  chart  into  process-defined  task  oriented 

teams  with  clear-cut  responsibilities  and  ambitious 
goals  only  achievable  through  sophisticated  remote 
technologies,  now  you  (J  "j  S  C  O  V  6  P  that  the 

vendor  your  company  chose  just  filed  chapter  11. 

knowing  what  you  know  now.  do  you: 
(a^  consider  an  established 

and  proven  remote 

communications  system, 
consider  an 
alternative  Career 


path  ? 


©  (hint) 
© 


Letters,  cont'd 


"I'm  not  convinced 
that  retrieving 
large  volumes  of 
information  at 
ever-faster  speeds 
really  does  any- 
thing to  increase 
true  knowledge 
or  improve 
the  civilization." 


company,  section  and  type 
of  article,  we  turned  to  librari- 
ans. They  in  turn  worked  with 
programmers  to  create  an 
on-line  index  to  the  magazine. 
Librarians  are  at  the  forefront 
of  the  information  revolution. 
Your  article  perpetuates  an 
anachronistic  stereotype. 
ANNE  MINTZ 
Anne_Mintz/Forbes_Inc@ 
forbes.com 

General  Confusion 

Message  for  Bill  Walsh:  Always 
enjoy  your  articles,  although 
you  are  in  error  when  you 
write  that  Lincoln  replaced 
Meade  ("Game  Plan:  What 
Price  Glory?"  Feb.  26).  True 
that  Lincoln  was  extremely 
upset  with  Meade  when  he  let 
Lee  slip  away  after  Gettysburg. 
True,  too,  that  some  promi- 
nent and  influential  men  want- 
ed Meade  to  go.  The  decision 
to  replace  or  leave~Meade  in 
place  was  put  in  General 
Grant's  hands  after  he  was 
promoted  to  head  of  the  army. 
Grant  decided  to  have  Meade 
remain  as  the  commanding 
general  of  the  Army  of  the 
Potomac  through  the  war's 
end.  Grant  also  decided  that  he 
would  go  with  th  r  army,  in 
effect,  he  moved  in  with 
Meade  but  did  not  relieve  him. 
GEORGE  G.  EDDY,  Ph.D. 
gge@ismpo.bus.utexas.edu 


Please  tell  Mr.  Walsh  that  the 
Civil  War  general  he  referred 
to  as  Meade  should  have  been 
McClellan.  Meade  successfully 
commanded  the  Army  of  the 
Potomac  from  the  battle  of 
Gettysburg  to  Appomattox.  To 
use  Mr.  Walsh's  language, 
Meade  stepped  up  as  head 
coach  at  the  battle  of 
Gettysburg  in  1863  and 
became  General  Grant's 
defensive  coordinator  the 
next  season. 

GLENN  A.W.  THOMPSON 
Meadville,  Pa. 

Bill  Walsh  replies:  Both  Manic 
and  McClellan  displayed  consid- 
erable caution  in  committing 
their  troops  to  battle,  but  in 
fact  I  did  mean  McClellan. 
Maybe  I  could  use  a  little  coach- 
ing myself. 

Proud  of  Patton 

Mr.  Walsh  has  maligned  the 
greatest  general  of  the  Allied 
Armies,  General  George  S. 
Patton  Jr.  ("What  Price 
Glory?"  Feb.  26).  Walsh 
asserts  that  "leaders  who 
accomplish  their  missions 
without  regard  to  their  people 
cannot  be  regarded  as  'best.'" 
Patton  put  the  welfare  of  his 
troops  above  all.  He  believed 
in  fast  movement  and  encir- 
cling enemy  forces,  thereby 
reducing  casualties  on  both 
sides.  I  was  in  the  field  artillery 
of  Patton's  Third  Army  from 
mid-1944  until  January  1945. 
All  were  proud  to  be  in  his 
army.  The  old  Blood  and  Guts 
thing  was  something  the  media 
made  up.  When  my  outfit  was 
transferred  to  another  army,  I 
felt  we  were  going  from  the 
first  team  to  the  third. 
WILLIAM  WHITING 
Contoocook,  N.H. 

You've  Done 
Lovely  Things  with 
Java  Applets 

In  "Border  Gods?"  (Dec.  4, 
1995)  you  report  that  many 
computer  executives  say  that 
one  crack  software  program- 
mer is  worth  100  mediocre 
ones.  Do  they  really  mean  it? 
Special  methods  are  used  to 


recruit  personnel  in  fields 
w  here  talent  is  considered  vital 
(such  as  performing  arts).  But 
the  methods  used  to  recruit 
software  programmers  are 
more  like  those  used  to  recruit 
office  staff.  It  is  virtually 
impossible  to  get  a  corporate 
recruiter  to  look  at  a  sample 
of  programming  work  or  a 
recommendation  from  another 
programmer.  But  seeing  an 
artist's  portfolio  is  considered 
essential. 

ROBERT  MONTGOMERY 
Littleton,  Colo. 

Let  Your  Browser  Do 
the  Walking 

I  enjoy  reading  Forbes  ASAP, 
but  have  a  suggestion:  provide 
an  index  of  the  Web  sites  ref- 
erenced in  your  articles.  This 
would  save  a  lot  of  time  back- 
tracking to  find  the  sites  that 
sounded  interesting  during  my 
reading  but  that  I  didn't  have 
time  to  investigate. 
ROD  MITTAG 
mittag%al%capd@ppdmr. 
abbott.com 

Aw,  Shucks 

I  have  kept  all  your  issues  for 
the  past  year.  At  the  same 
time,  I  have  dumped  all  issues 
of  Fortune.  They  aren't  even  in 
the  same  league.  Congratula- 
tions on  your  superior  work 
during  a  period  when  cus- 
tomer service  is  not  much 
more  than  lip  service. 
DALE  M.  KEITH 
Stilwell,  Kans. 

Craven  New  World 

How  ironic.  In  a  magazine 
devoted  to  extolling  the  won- 
der of  high  technology,  the 
most  insightful  comments 
come  from  two  letters  ("I-Way 
Off-Ramp"  and  "Elite 
Fallacies,"  Oct.  9,  1995), 
which  swiftly  debunk  the  hype 
in  cyberspace.  Computer  tech- 
nology can  be  a  wonderful 
tool,  but  God  forbid  it 
becomes  a  social  order  unto 
itself.  I'm  not  convinced  that 
retrieving  large  volumes  of 
information  at  ever-faster 
speeds  really  does  anything  to 
increase  true  knowledge  or 


improve  the  civilization.  Brave 
New  World  was  a  great  novel, 
but  I  bet  most  of  us  wouldn't 
want  to  live  there. 
ROBERT  L.  GOSTA 
Baldwin,  Md. 

Sis  Boom  Pshaw 

I  applaud  Dean  Kamen's  com- 
mitment to  elevate  the  interest 
in  high-school  science  ("deck 
Chic,"  Feb.  26).  But  if  you 
look  at  the  photos,  only  boys 
are  participating  in  the  science 
competition  while  the  girls  are 
clad  in  cheerleading  uniforms. 
Whether  in  sports  or  science, 
women  are  no  longer  confined 
to  the  sidelines. 
KELLY  A.JONES 
Washington,  D.C. 

Added  ISDN  Costs 

Regarding  "ISDN:  Ready  for 
Prime  Time"  (Feb.  26):  David 
Strom  forgot  to  mention  that 
the  user  must  be  within  IS, 000 
feet  of  a  central  office  to  get 
ISDN  service.  Regenerators 
can  be  installed  to  boost  the 
attenuated  signal,  but  at  some- 
one's cost. 
BETH  LEVIN 
Parsippany,  N.J. 

Corrections 

"Digital  Air"  (Dec.  4,  1995) 
incorrectly  identified  Stan 
Lefever  as  chief  of  avionics 
requirements  at  Boeing.  I  le  is 
an  avionics  engineer. 

The  sidebar  "Chips  to  Watch" 
in  the  Feb.  26  cover  storv  used 
price  per  megabit,  instead  of 
price  per  megabyte,  to  describe 
the  cost  of  DRAM  chips. 


READERS! 


E-mail 


MCI:  509-6930 
CompuServe:  73234,2505 


One  lagoon  Drive,  Ste.  250 
Redwood  City,  CA  94065 


Fax 

(41S)  437-1987 

Snail 
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"The  fleece  apparel  industry  consolidated  very 
rapidly  in  the  late  1980's  and  Tultex  found  itself 
under  enormous  competitive  pressure.  We  real- 
ized we  needed  to  do  more  than  just  fix  things  as 
they  came  along  — we  needed  a  cultural  change. 

"We  looked  at  a  lot  of  firms,  but  the  approaches 
seemed  canned.  We  needed  an  initiative  tailored 
to  us,  and  we  knew  that  for  this  to  be  successful 
it  had  to  be  done  by  our  people,  not  by  outsiders. 
Zenger  Miller's  approach  to  consulting  and 
training  enabled  us  to  cascade  change  throughout 
the  organization.  We  didn't  find  that  with  the 
other  firms  we  talked  with. 


"The  cultural  changes,  cost  reductions  and 
productivity  gains  Zenger  Miller  has  helped  us 
to  achieve  are  truly 

HBHBHHHIHHHHHH  t  m 

A  Reputation  For  Results™ 


Yes,  we're  looking  for  improved  results  in  our  organization. 

 Please  send  me  information  on  how  you  can  help  us. 

 Please  have  my  zenger  miller  account  representative  call  me  now. 

Name  


Title. 


Organization. 


Industry  Type  . 


#of  Employees _ 


Mailing  Address. 
City  


Phone  (_ 


) 


State. 
Fax  (_ 


Zip_ 


-)- 


A  Times  Mirror 
Compan} 


Complete  and  mail  today  to  Zenger  Miller, 
1735  Technology  Drive,  San  Jose,  CA  95110-1313 
Call  1-800-566-0630,  Dept.  310  or  FAX  1-800-566-0636 


)1995  Zenger-Millrr,  Inc 


Game  Plan 


INSECURITY  COMPLEX 

Managers  must  figure  out  new  ways  to  generate  staff  loyalty 
when  pink  slips  are  in  the  air.  By  Bill  Walsh 


DOWNSIZING.  RIGHTSIZING.  LEAN  AND  MEAN.  USE  ANY 
euphemism  you  want:  People  are  being  fired  in  large 
numbers  as  technology  rearranges  the  way  things 
work.  In  the  process,  the  old  unwritten  contracts  be- 
tween managers  and  employees  are  changed  forever. 

As  this  column  is  being  written,  AT&T  has  begun  the  first 
of  40,000  layoffs  recently  announced  by  the  giant  commu- 
nications company.  Announcements  like  this  often  drive  up 
stock  prices,  but  they  have  the  reverse  effect  on  morale.  Yet 
when  all  the  pink  slips  have  been  sent  and  investors  have  sig- 
naled their  approval,  the  survivors  still  have  work  to  do.  And 
usually  considerably  more  than  before. 

This  creates  major  problems  for  anyone  with  a  company 
or  a  corporate  division  to  run.  How  do  you  generate  loyalty 
and  maintain  productivity  and  continuity  in  a  time  of  such 
deep-seated  insecurity?  For  that  matter,  is  it  reasonable  to 
expect  those  who  work  for  you  to  have  any  other  motivation 
than  self-preservation? 

To  answer  the  second  question  first:  Yes,  you  can  expect 
people  to  do  more  than  cover  their  tails,  and  you  must.  It 
gets  hard  to  move  forward  when  all  your  employees  are  look- 
ing over  their  shoulders  in  fear.  But  how  you  develop  the 
loyalty  it  takes  to  be  competitive,  and  what  the  object  of  that 
loyalty  should  be,  are  harder  questions  to  answer. 

Managers  must  understand  that  a  historic  shift  has  changed 
the  rules  of  the  game;  they  have  to  accept  that  people  are 
looking  for  the  next  chance  and  learn  to  work  with  that.  Don't 
expect  anyone  to  do-or-die  for  good  old  Worthington  Tools 
Inc.  anymore,  when  you  and  they  know  that  a  pared-down 
workforce  can  boost  Worthington's  short-term  earnings  and 
pump  up  its  stock.  Not  many  employees  still  expect  a  gold 
watch  after  30  years  of  faithful  service. 

For  a  long  time,  loyalty  and  longevity  were  mythic 
elements  in  sports,  for  players  and  managers  as  well  as  fans. 
By  today's  standards,  the  great  New  York  Yankee  dynasty 
created  by  Ruth,  Gehrig,  DiMaggio  and  others  might  as  well 
be  ancient  T  roy.  Nowadays,  for  every  Jerry  Rice,  who  will 
probably  spend  his  entire  career  in  San  Francisco,  there  are 
10  Deion  Sanders,  constantly  on  die  lookout  for  greener  pas- 
tures (that  green  i  ing  money,  of  course). 

This  works  both  ays.  If  players  don't  perforin,  teams  are 
far  quicker  today  to  ma   •  room  for  others  who  do.  Just  look 


at  the  migrations  of  kickers  around  the  NFL  during  any  sea- 
son. As  a  result,  coaches  and  managers  have  to  figure  out  how 
to  engender  loyalty  on  what  may  be  a  very  short-term  ba- 
sis— while  worrying  about  their  own  futures.  Business  lead- 
ers face  the  same  problem.  In  fact,  though  the  sports  model 
doesn't  always  apply  off  the  field,  the  transient  nature  of  teams 
today  is  a  lot  like  postindustrial  companies  in  which  talent- 
ed workers  come  and  go,  and  consultants  handle  crucial  jobs 
once  off-limits  to  outsiders. 

One  approach:  To  keep  people  focused  when  the  com- 
pany anthem  doesn't  inspire  them  anymore,  narrow  the  fo- 
cus of  loyalty.  Military  leaders  have  long  known  that  the 
smaller  the  unit,  the  easier  it  is  to  feel  allegiance  to  it;  the 
regiment,  the  platoon,  even  the  squad,  can  arouse  deeper  fi- 
delity than  more  abstract  concepts  like  cause  and  country. 
Just  the  goal  itself  may  be  enough.  Give  people  the  chance 
to  win  a  championship  or  design  the  widget  that  changes  the 
world,  and  you'll  get  all  the  loyalty  you  need. 

Getting  people  to  "give  a  damn"  means  harnessing  their 
concern  about  the  future  to  advantage.  The  promise  of  the 
workplace  is  no  longer  the  testimonial  dinner  and  the  plaque, 
but  the  chance  to  improve  skills  and  become  more  valuable 
in  the  marketplace.  I've  coached  short-term  players  who 
knew  they  were  going  to  be  around  only  one  or  two  sea- 
sons. But  they  realized  they  had  an  opportunity  to  leave  the 
team  better  players  than  when  they  arrived,  and  made  real 
contributions. 

One  of  the  ironic  consequences  of  helping  determined 
employees  improve  their  skills  is  that  you  may  inadvertent- 
ly hasten  their  day  of  reckoning.  Tom  Rathman,  a  hard- 
working fullback  for  the  49ers,  improved  each  season  and  his 
annual  salary  was  raised  .accordingly,  ending  up  around 
$1  million.  At  that  point,  management  had  to  ask  whether 
any  fullback,  however  deserving,  should  affect  the  salary  cap 
(the  NFL's  version  of  a  tight  personnel  budget).  The  answer 
was  a  reluctant  "no,"  and  Rathman  moved  on.  The  good 
news?  He  moved  on  as  a  much  more  valuable  player. 

Of  course,  not  everyone  sees  it  that  way.  In  some  people, 
increasing  insecurity  breeds  anger  and  a  kind  of  disruptive 
recklessness.  Their  ambitions  may  not  be  to  do  well  at  some- 
thing, but  to  head  for  the  door  at  the  first  opportunity,  com- 
plaining all  the  way.  My  advice:  Help  them  find  the  exit 
before  they  cause  too  much  damage.  ■ 
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eSoft  software  desi, 
a  really  pleas 


TO  MAKE  SOFTWARE 

MORE  FLEXIBLE, 

OUR  DEVELOPERS  PUT  IN  A  LOT  OF 

EXTRA  TIME  AT  THE  OFFICE. 

Dana  Quitslund  believed  working  in  a  conventional  office  made  him  think 
conventionally.  He  felt  a  change  of  scenery  would  give  him  a  fresh  perspective. 
And  it  did.  Dana  and  his  team  designed  a  suite  of  remarkable  visual  tools  that 
enables  you  to  easily  access  and  change  enterprise-wide  business  information.  They 
help  you  manipulate  complex  organizational,  accounting,  and  security  structures. 
And  with  these  unique  tools,  you  can  now  consolidate,  model,  analyze,  or 
reorganize —  online,  in  a  matter  of  minutes. 

These  tools  are  just  one  example  of  how  software  from  PeopleSoft  gives  you 
unparalleled  flexibility  to  manage  your  business  — and  to  manage  change.  Flexibility. 
It's  a  word  you  hear  a  lot  around  PeopleSoft.  After  all,  it  was  our 
flexible  corporate  environment  that  allowed  Dana  to  set  up  shop 
where  he  felt  most  inspired  in  the  first  place. 

If  flexibility  is  what  you're  looking  for  in  client/server 
business  solutions,  give  us  a  call  at  800-947-7753.  Or  e-mail  us 
at  info@peoplesoft.com. 


A  FEW  FOLKS  WHO 
FEEL  THE  EXTRA  TIME 
WAS  WORTH  IT. 

PeopleSoft  customers: 
Airborne  Express 
Alcoa  of  Australia  Ltd. 
Bell  +  Howell 

The  Black  &  Decker  Company 
The  Dow  Chemical  Company 
Eli  Lilly  and  Company 
Eveready  Battery  Company 
Gerber  Products  Company 
The  Gillette  Company 

John  Hancock  Financial 
Services 

Lockheed  Martin  Technical 
Operations 

McCaw  Cellular 
Communications 

Monsanto  Company 

Nestle  USA 

Northwestern  University 
Owens-Corning 
Shell  Oil  Company 
and  hundreds  more. 

We  listen. 
We  hustle. 
We  deliver. 

You'll  see. 


©1995  PeopleSoft,  Inc.  PeopleSoft  is  a  registered  trademark  and  the  PeopleSoft  logo  is  a  trademark  of  PeopleSoft,  Inc. 

Dana  Quitslund  lives  and  works  on  Bainbridge  Island,  Washington.  His  office  was  designed  by  Wind  and  Tides,  Ltd.,  a  wholly  owned  subsidiary  ol  Mother  Nature,  Inc. 


Enterprise  client/server  solutions  for  finance,  materials  management,  distribution,  manufacturing,  and  human  resources. 


It's  amazing  what  data  can  do  if  you 
arrange  it  properly. 


What  computer  company  do  you  work  with? 

You   should   be   working   with   Hewlett-Packard.  HP's 
customized   Open   Warehouse   solutions,    which  combine 
best-in-class  software  with  servers,   consulting  services, 

and   network   and   systems   management,    have  helped 
thousands   of  companies   around  the   globe  put  actionable 
nformation  into  the  hands  of  their  managers.   If  the  business 
decisions  are  yours,   the  computer  system  should  be  ours. 

Hewlett-Packard    Computer  Systems 


ill 


www.hp.com/go/datawarehouse 


rem 
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HEWLETT 
PACKARD 


The  Unknown  Entrepreneur 


STEP  ONE:  SEED  DAZE 

All  startups  take  two  million  bucks,  or  so  I  thought.  Using  PCs 
and  e-mail,  I  did  it  for  $200,000.  By  Mo  Schumpeter 


KAY,  I  DID  IT.  I  WALKED  IN  TO  THAT  BOSS  MAN  OF 

mine  and  told  him  to  take  my  day  job  and,  well, 
give  it  to  someone  else.  I'm  an  entrepreneur,  and 
do  I  have  a  story  to  tell. 


The  bag  I'm  wearing  over  my  head  is  in  the  spirit  of  the 
Unknown  Entrepreneur,  the  '90s  version  of  the  Unknown 
Comic,  to  protect  the  innocent  (me)  and  the  guilty — all  the 
people,  institutions,  contractors,  suppliers,  creditors,  lawyers, 
venture  capitalists,  accountants,  investment  bankers  and  oth- 
er hooligans  I've  had  to  deal  with.  Bear  with  me  (this  may 
take  several  columns),  but  I  hope  you  can  take  home  a  les- 
son or  two  out  of  the  mess  I've  gotten  myself  into,  and  maybe 
some  encouragement.  It's  a  poker  game:  Everyone  is  out  for 
a  piece  of  your  pot,  none  of  the  players  showing  their  cards, 
and  a  few  too  many  cards  under  five  in  the  deck. 

This  all  started  over  beers  with  my  brother-in-law,  a 
techno-idiot,  but  a  guy  with  a  flair  for  the  human  condi- 
tion. He  insisted  that  he  could  tell  people's  personalities, 
attitudes  and  buying  habits  within  five  minutes  of  meeting 
them,  all  based  on  his  observation  of  their  actions.  It  got 
me  to  thinking.  Maybe  I  could  do  the  same  thing  on  a  com- 
puter: Observe  how  a  user  clicked  around  the  screen,  and 
come  away  with  that  user's  personality  (and  personality  dis- 
orders), likes  and  dislikes,  and  even  propensity  to  purchase. 
If  I  could  do  this,  I  would  have  every  direct  marketer's  dream: 
the  ability  to  peer  behind  an  individual's  mouse  clicks  straight 
into  his  or  her  wallet. 

Before  I  quit  my  job,  I  played  around  with  some  pro- 
gramming and  database  work  while  on  planes  and  at  home, 
and  came  up  with  a  pretty  snazzy  demo,  using  just  a  laptop. 
The  idea  was  to  embed  this  technology  in  CD-ROMs,  games, 
etc.,  and  license  it  to  some  deep-pocketed  marketer  or  re- 
tailer for  commercial  use.  Everyone  I  showed  it  to  was  blown 
away.  It  correctly  identified  their  personality  and  what  they 
might  or  might  not  want  to  buy,  all  by  analyzing  how  they 
clicked  around  a  screen  of  symbols  and  pictures.  I  got  lots 
of  encouragement  to  build  a  company  around  this  stuff. 

bProfiler  is  my  product.  It  sits  on  a  server.  When 
someon<  isits  a  given  Web  page,  it  can  discern  a  user's  per- 
sonality  pi  file,  depending  on  what  gets  clicked,  how  long 
betWL  Ik  I  the  order  of  clicks,  and  what  level  of  detail 
the  person  tunn-ls  dov  >.  to.  WebProfiler  can  determine 


characteristics  such  as  impulsiveness,  judgment,  think  time, 
randomness,  and  propensity  for  detail  and  closure.  That's 
the  easy  stuff.  It  can  also  determine  ambition,  craving  for 
power,  sensitivity,  need  for  structure,  and  mathematical, 
logical  and  even  verbal  aptitude. 

It  takes  a  while  for  WebProfiler  to  work  out  a  person- 
ality profile,  usually  five  to  10  minutes.  This  may  be  longer 
than  the  average  person  stays  at  a  Web  site.  So  I  use  the 
"cookie"  technology  built  into  Netscape  and  other  browsers 
to  tag  users  by  giving  them  a  cookie  (an  appendage  to  the 
cookie.txt  file),  with  identifying  information  about  these 
users  (all  encrypted,  of  course).  The  next  time  they  visit  a 
site,  the  WebProfiler  can  learn  more.  Other  (paid-up)  li- 
censees of  my  technology  can  immediately  identify  the  user's 
profile  and  sell  away.  Neat  stuff. 

Herf.  is  where  the  fun  started.  Being  a  corporate  hump 
for  too  long,  I  didn't  know  the  first  thing  about  starting 
a  company.  My  head  hurt  just  thinking  about  the  details: 
technical  talent,  clerical  staff,  PCs,  copiers,  faxes,  espresso 
machines.  All  I  wanted  to  do  was  have  five  really  smart 
technodudes  in  one  room  coding  for  18  hours  a  day  to  cre- 
ate this  product.  Then  I  wanted  to  license  it  away. 

I  figured  it  would  take  two  to  three  million  bucks.  All 
startups  do,  I  was  told.  But  then  I  began  to  do  some  math. 
If  I  got  PCs  instead  of  Sun  workstations,  and  I  used  auto- 
mated, PC-based  voice  mail  and  Internet-based  e-mail,  I  fig- 
ured I  could  start  this  thing  for  about  $200,000.  It  would 
last  for  about  three  or  four  months,  long  enough  to  make 
some  progress.  I  scraped  up  about  half  of  the  seed  money 
from  friends,  relatives  and  this  guy  who  insists  he  made  his 
money  in  venture  investing,  but  I  later  found  out  inherited 
it  all  from  the  family  avocado  empire.  I  was  still  a  little  shy 
of  what  I  needed  but  let  'er  rip  nonetheless. 

So  we  rented  a  beat-up  old  warehouse  in  the  bad  part  of 
San  Jose  and  were  off.  Next  time  I'll  tell  you  how  I  struc- 
tured this  thing,  the  headaches  of  having  partners,  how  I 
got  some  real  money  into  it  and  from  whom.  It's  a  high- 
tech company,  but  I'll  tell  you,  I  never  could  have  gotten 
this  thing  off  the  ground  without  all  that  wonderful, 
consumer-priced  technology.  Even  my  mother  thinks  I  have 
a  secretary  and  scores  of  grunts  on  my  staff.  ■ 
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A  Shetland  sweater 
shouldrit  come  from 

Brooklyn. 


wmmmmmm- 

Our  Shetlands  come  from  Scotland,  the  home  of  Shetlands. 


Our  Italian 
silks  come  from  Italy. 


Our  Belgian  linens  come 
from  Belgium. 


Our  luggage 
comes  from  next  door. 


For  some  things,  there's  only  one 
place  to  go. 
A  place  where  climate,  tradition  or 
sometimes  just  plain  luck  has  resulted  in 
an  exceptional  product. 

At  Lands'  End,  we're  forever  searching 
for  such  places.  Like  merchants  since 
the  time  of  Marco  Polo,  we  travel  to  the 
ends  of  the  map  -  to  find  manufacturers 
as  finicky  about  materials  and  construction 
as  we  are. 

Sometimes,  we  find  them  practically  in 
our  own  backyard.  Our  catalog  is  full  of  nice 
things  from  the  good  old  USA.  From  such 
places  as  Water  Valley,  Mississippi.  Richland, 
Pennsylvania.  Puyallup,  Washington.... 

But  not  always.  For  our  new  Interlochen 
Shirt,  we  went  to  Peru. 


For  our  Cashmere  Sweaters,  to  Inner 
Mongolia. 

If  you  want  to  see  the  latest  things  our 
merchants  have  brought  back  from 
their  travels,  we'd  be  happy  to  send  you 
a  free  copy  of  our  catalog. 

It  comes  from 
Wisconsin. 

©1996  Lands'  End,  Inc. 
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For  our  free  catalog,  call  any  time,  24  hours  a  day, 

1-800-356-4444  Please  mention  ad  [de| 


Name. 
Addre;- 
City- 


Apt.  . 


State 


Zip . 


Phone  1  

Mail  to:  1  Lands'  End  Lane,  Dodgeville,  WI  53595 
E-Mail:  catalogs-de@landsend.com 


Day/Night  (circle  one 


The  Value  Chain 


WHY  PROFITS  DON'T  MATTER 

Until  we  measure  intangible  assets  like  goodwill  and  management 
savvy,  bottom  lines  won't  mean  much.  By  William  Davidow 


NEW  TECHNOLOGIES  HAVE  FUNDAMENTALLY  CHANGED 
the  way  we  do  business.  Any  executive  could  point  to 
dozens  of  ways  business  is  conducted  differently  from 
just  a  decade  ago.  But  while  so  much  else  has  under- 
gone a  seismic  shift,  the  way  business  continues  to  account  for 
profits  remains  as  outmoded  as  the  clipper  ship. 

To  put  it  bluntly,  reported  profits  have  become  increas- 
ingly meaningless.  You  won't  get  very  far  explaining  this 
to  your  banker  or  to  your  shareholders,  but  it's  undeniably 
true.  Basically,  profits  measure  the  rate  of  change  in  a  com- 
pany's assets.  Increase  assets  by  $10  million  and  you  report 
a  $10  million  profit.  Write  down  $25  million  in  inventory 
and  profits  go  down  by  the  same  amount. 

Double-entry  bookkeeping,  developed  by  Luca  Pacioli  in 
1494,  lets  businesses  keep  track  of  changes  in  their  asset  base. 
But  this  system,  still  in  use  today,  deals  primarily  with 
tangible  assets  such  as  cash,  inventory,  accounts  receivable, 
factory  plants  and  equipment.  It  ignores  intangible  assets: 
goodwill,  employee  knowledge,  quality  of  management,  cus- 
tomer relationships,  information  infrastructure,  trade  secrets, 
patents,  etc.  What  companies  report  today  are  really  "old 
profits"  based  on  changes  in  tangible  assets.  But  any  mean- 
ingful measure  of  profits  would  have  to  include  the  rate  of 
change  in  the  total  asset  base — both  tangible  and  intangible. 

When  Henry  Ford  developed  his  mass-production  sys- 
tem, this  distinction  was  largely  meaningless.  The  skill  of  his 
workers  was  not  an  important  concern  for  him.  In  fact,  Ford 
envisioned  that  his  system  would  permit  him  to  make  work- 
ers as  interchangeable  as  the  parts  that  flowed  along  the  as- 
sembly line.  Ford  minimized  the  need  for  a  skilled  work  force 
so  successfully  that  during  one  year  he  hired  50,000  workers 
to  keep  15,000  production-line  jobs  filled — an  annual  turnover 
rate  of  more  than  300%.  Clearly,  intellectual  capital  was  not 
an  issue.  And  because  these  "intangible  assets"  were  not  of 
significant  value,  it  made  little  sense  to  include  them  in  the 
calculation  of  profits. 

Wiry  is  this  old  way  of  measuring  profits  now  so  mis- 
leading? If  we  suppose  that,  in  the  industrial  age,  80%  of  the 
assets  important  to  a  business  were  tangible,  today  this  ratio 
is  probably  reversed:  Information-age  companies  generate  a 
deal  of  revenue  using  fewer  physical  assets  but  many 
ire  intangible  ones.  For  example,  they  have  far  less  invested 
in  plants,  equipment  and  finished-goods  inventory  than  in 


talent.  Conventional  accounting  might  show  a  company  mak- 
ing large  "old  profits"  while  its  intangible  assets  are  actually 
losing  value  (e.g.,  top  programmers  are  defecting).  By  the 
time  those  losses  begin  to  show,  a  company  may  already  be 
noncompetitive.  Some  of  America's  most  important  compa- 
nies were  suffering  from  rapidly  declining  intangible  assets 
long  before  the  problems  showed  up  in  their  profit-and-loss 
statements.  IBM,  General  Motors  and  Digital  Equipment  all 
reported  substantial  "old  profits"  while  their  businesses  were 
in  fact  falling  apart.  If  they  had  been  forced  to  take  writeoffs 
as  the  decline  in  intangible  assets  occurred,  the  problems 
would  have  been  visible  much  sooner. 

It  has  long  been  said  that  managements  get  what  they 
measure.  If  the  measurement  systems  are  wrong,  manage- 
ment is  certain  to  devote  its  energies  to  producing  wrong  re- 
sults. The  problem  is  that  accountants  don't  know  how  to 
value  most  intangible  assets.  The  stock  market,  however,  has 
a  fair  idea  of  their  worth.  Companies  like  Microsoft,  loaded 
with  valuable  intangibles,  have  market  capitalizations  great- 
ly exceeding  their  book  value.  But  those  with  poor  market 
positions,  bad  relationships  with  customers  and  suppliers, 
poor  business  infrastructures  and  demoralized  employees  of- 
ten trade  in  the  market  at  below  book  value. 

Accountants  should  admit  that  their  measurement  tools 
are  flawed  and  take  a  first  step  toward  valuing  those  intan- 
gible assets  that  can  be  measured.  Credit-card  and  mail- 
order companies  know  the  cost  of  acquiring  a  customer.  Also, 
training  investments  can  be  accurately  determined.  There- 
fore those  costs  could  be  capitalized  and  depreciated. 

Assigning  value  to  intangible  assets  does  let  managements 
play  new  games.  If  a  company  has  to  announce  that  sales  are 
down,  it  might  also  announce  a  breakthrough  in  the  labora- 
tory expected  to  generate  millions  in  revenue.  Writing  up 
intellectual  capital  would  allow  the  reporting  of  record  "new 
profits." 

Obviously,  information-age  accountants  are  faced  with  a 
difficult  challenge:  live  with  the  old  systems  and  distort  the 
truth,  or  develop  a  new  system  fraught  with  the  dangers  of 
measuring  intangibles.  "Old  profits"  don't  matter,  but  we 
can't  yet  accurately  compute  "new  profits."  What  we  need, 
it  seems,  is  a  totally  different  system  for  measuring  business. 
Now  try  explaining  that  to  your  banker.  ■ 
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complete  packages  deliver  everything  it  takes  to  put  the  Internet's  vast 
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Some  Old-Line 
Law  Firms  Bit  the 
Dust.  More  Will. 


■ 


BY  MIKE  FRANCE 


UNTIL  THE  EARLY  1960S,  PEOPLE  DID  NOT  UTTER 
the  words  "Harvard  Law  School"  at  the  Boston- 
based  law  firm  of  Hale  and  Dorr.  They  said, 
"the  law  school."  The  reason  was  simple:  Al- 
most every  lawyer  at  the  firm,  which  was  found- 
ed in  1918,  attended  the  law  school — and  preferably  the 
college.  "Somebody  who  merely  went  to  graduate  school 
at  Harvard  was  not  a  'Harvard  man,'"  explains  retired 
partner  John  Dolan,  the  firm's  historian.  "It  was  thought 
that  there  was  a  purity  of  soul — an  education  in  the  art 
of  being  a  gentleman  professional — that  could  only  be 
obtained  over  the  course  of  spending  the  full  seven  years 
at  Harvard." 

Stuffy?  You  bet.  Founded  by  Richard  Hale,  a  May- 
flower descendant,  and  Dudley  Dorr,  whose  lineage  in- 
cluded a  colonial  New  England  governor,  the  firm  was, 
for  years,  little  more  than  a  glorified  men's  club.  It  still 
looks  the  part.  With  a  gray  marble  floor,  Persian  rugs 
and  a  grandfather  clock,  the  lobby  suggests  gentility, 
caution  and  tradition — all  the  qualities  clients  once 
treasured  in  law  firms. 

Few  clients  care  about  those  things  today.  Tired  of 
rising  legal  bills,  corporations  now  shop  for 
low  cost  and  fast  service,  not  pedigree.  Big 
business  has  railed  against  the  ways  of 
old-monied,  establishment  law 
firms.  The  ones  that  have  failed 
to  take  steps  to  improve  pro- 
ductivity— including  invest- 
ing in  technology — have  not 
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Retraining  Order  The  whir  of  a  laptop  is  quiet  evidence 
of  the  Brahmin  firm's  multimillion-dollar  pledge  to  stay  tech- 
nologically savvy.  At  left,  attorney  Hal  Leihowitz  calls  up  the 
firm's  Web  pag^e.  It's  a  far  cry  front  1918,  a  landmark  year 
for  Boston:  Richard  Hale  (above  right)  and  Dudley  Dorr  began 
their  partnership,  and  a  young  lefthander  named  Babe  Ruth 
pitched  the  Red  Sox  to  the  team's  last  World  Series  victory. 
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PrOSelytizer  Managing  partner  John  D.  Hamilton  Jr.  runs  the  firm  using  a  Sun  work- 
station. He's  not  alone.  All  215  lawyers  at  Hale  and  Dorr  are  plugged  in. 


made  it.  The  victim  list  includes  Boston's 
Herrick  &  Smith;  Lord,  Day  &  Lord, 
and  Barrett  Smith  in  Manhattan;  and 
Chicago's  Isham,  Lincoln  &  Beale. 

But  275-attorney  Hale  and  Dorr  won't 
be  among  the  unlucky.  It  is  probably  the 
country's  most  technologically  sophis- 
ticated law  firm.  It  was  one  of  the  first 
to  put  computers  on  lawyers'  desks, 
automate  back-office  operations  and  es- 
tablish an  Internet  home  page.  Annual 
technology  expenditures  total  $2  million 
to  $3  million — above  average  for  firms 
of  its  size.  The  outlays  have  boosted  its 
bottom  line.  Revenues  per  lawyer,  on 
gross  receipts  of  $125  million,  were 
$460,000  last  year.  In  1987,  the  revenue- 
per-lawyer  figure  was  just  $250,000. 

How  did  a  pari  nership  of  stodgy  blue 
bloods  get  so  far  ahead  on  the  technol- 
ogy curve?  Fortuity — and  geography.  In 


the  late  1960s,  star  partner  Paul  Broun- 
tas  won  assignments  from  high-tech  star- 
tups in  Boston's  then-burgeoning  tech- 
nology loop,  Route  128.  Clients  from 
the  area  included  Inforex,  Storage  Tech- 
nology and  Prime  Computer. 

Soon,  Hale  and  Dorr  was  applying 
clients'  technology  to  its  own  business. 
In  the  early  1970s,  the  firm  bought  an 
Inforex  data-entry  station  so  that  back- 
office  accounting  material  could  be  en- 
tered on  the  firm's  transistor-based  IBM 
1401  with  magnetic  tape  rather  than 
punch  cards. 

Hale  and  Dorr  is  certainly  not  the 
only  firm  led  by  clients  to  technology. 
Silicon  Valley  firms,  such  as  Palo  Alto's 
Cooley,  Godward,  Castro,  Huddleson  & 
Tatum,  automated  early  and  exten- 
sively, thanks  to  a  tech-heavy  client 
base.  "Tech  clients  provide  a  catalyst," 
says  Los  Angeles  systems  integrator 


Ronald  E.  Kaplan.  "They  push  certain 
partners  to  catch  up,  who  in  turn  push 
the  firm  to  catch  up." 

Yet  even  low-tech  clients — from 
automakers  to  real  estate  developers — 
now  demand  that  their  law  firms  use 
technology  to  control  costs  and  improve 
productivity.  Portland,  Ore.'s  Bullivant, 
Houser,  Ailey,  Pendergrass  &  Hoffman, 
for  one,  has  automated  at  the  insistence 
of  clients  such  as  insurance  giant  AJG  of 
New  York.  Bullivant,  a  litigation  firm, 
offers  the  insurer  a  computerized  sys- 
tem that  tracks  billing,  hours  and  tasks. 
Called  elf  (Electronic  Labor  Force),  the 
system  has  boosted  productivity  at  the 
firm  by  7%. 

Hale  and  Dorr's  partners  were  smart 
enough  to  take  their  early  lead  in  tech- 
nology and  build  on  it.  The  goal,  says 
managing  partner  John  D.  Hamilton  Jr., 
was  to  create  a  culture  where  lawyers 
embraced  automation  rather  than  resisted 
it.  Today  that  culture  is  firmly  en- 
trenched, and  it  is  this  institutional  com- 
mitment to  mastering  technology,  more 
than  any  piece  of  hardware  or  software, 
that  distinguishes  Hale  and  Dorr  from 
other  firms. 

Evidence  of  the  firm's  dedication  to 
technology  as  a  way  of  doing  business  is 
everywhere.  The  firm's  marketing 
brochure  features  its  technology,  not  just 
its  legal  acuity.  Managing  partner  Hamil- 
ton, a  61 -year-old  real  estate  lawyer,  runs 
the  firm  with  a  Sun  Microsystems  sparc- 
book  when  he's  out  of  the  office.  The 
firm  went  to  the  Unix  platform  in  1981 
and  was  one  of  the  first  law  firms  to  do 
so.  It  chose  workstations  over  PCs  for 
their  expandability  and  flexibility. 

Priority  has  been  given  not  only  to 
such  innovation,  but  to  managing  its 
implementation.  Many  law  firms  that 
automate  fail  to  do  this.  "We  focused 
on  where  the  technology  meets  the  prac- 
tice," says  Robert  Womack,  the  firm's 
nonlawyer  director  of  computer 
services.  "And  then  we  made  it  easy 
for  the  lawyers  to  master  the  tools  in  a 
timely  fashion." 

The  firm's  Boston  headquarters — and 
its  satellites  in  Washington,  D.C., 
and  Manchester,  N.H. — are  becoming 
paperless.  Since  last  March  internal  cor- 
respondence— financial  data,  meeting 
announcements  and  firm  news — is  exclu- 
sively transmitted  over  the  office's  Inter- 
national Computer  Limited  e-mail 
network.  Managing  partner  Hamilton 
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NOW  YOU  CAN  HAVE  DIRECT  CONTROL  over 
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delivered  the  edict — no  more  paper — via  much  new  business.  But  at  least  one  lit— 

his  laptop  computer  from  his  suburban  igation  matter  was  won  after  an  in-house 

home  office.  For  those  firm  Luddites  not  lawyer  browsed  the  firm's  home  page, 

ready  to  part  with  their  memos,  Hamil-  found  a  lawyer's  biography,  liked  it  and 

ton  offered  a  small  incentive:  a  $5  cred-  hired  him. 


it  at  the  firm  lunchroom  to  those  who 
signed  onto  the  e-mail  system  promptly. 

Most  didn't  have  to  face  the  cafete- 
ria food.  Attorney-client 
communications  have  long 
been  electronic  at  the  firm, 
and  most  lawyers  use 
e-mail  regularly.  "We've 
been  exchanging  e-mail 
with  Hale  and  Dorr  for 
more  than  four  years,  and 
our  other  law  firms  are  just 
starting  to  get  that  capac- 
ity now,"  says  Leonard  F. 
Halio,  president  of  dis- 
tributed software  maker 
Gradient  Technologies  in 
Marlborough,  Mass. 

Another  first:  Hale  and 
Dorr  put  a  home  page  on 
the  Internet  in  January 
1995.  Now  an  estimated 
200  firms  or  attorneys  have 
Web  sites.  Its  home  page 


Perhaps  most  unusual,  attorneys  are 
encouraged  to  help  clients  beta-test  new 
technology  products.  Several  attorneys 


Kill  All  the  Papers  Litigators  James  L.  Quarks  III  (right)  and  Geoffrey 
Stewart  took  Legent's  securities  fraud  case  paperless  using  imaging  tech- 
nology. The  digitized  documents  helped  them  prepare  for  trial  in  two  weeks. 


might  come  to  market  was  very  impres- 
sive to  me,"  says  Wildfire  vice-president 
Nick  d'Arbeloff.  "Most  law  firms  would 
say,  'Why  don't  you  come  back  when 
you're  finished?'" 

Nowhere  is  Hale  and  Dorr's  high- 
tech bent  more  apparent  than  in  its  lit- 
igation department.  The 
firm  applies  imaging  tech- 
nology to  prepare  for  large 
lawsuits.  The  development 
has  the  potential  to  save 
clients  millions  of  dollars. 
That  was  illustrated  in  the 
securities  case  of  Legent 
of  Vienna,  Va.,  a  maker  of 
mainframe  operating  sys- 
tem software  that  was  ac- 
quired by  Islandia,  a 
branch  of  Computer  As- 
sociates, last  August. 

In  July  1993,  Legent 
reported  disappointing 
quarterly  earnings  to  Wall 
Street,  even  though  the 
company  earned  $59  mil- 
lion on  sales  of  $429  mil- 
lion the  previous  year.  As 


includes  partner  profiles,  law  and  court  tested  an  early  version  of  an  electronic  is  often  the  case  with  high-tech  compa- 

updates,  and  the  firm's  New  England  IPO  secretary  developed  by  startup  client  nies,  the  bad  news  caused  its  stock  to  fall 

Report.  The  site  averaged  15,000  "hits"  Wildfire  Communications  in  Lexington,  by  more  than  one-third  the  day  after 

a  week  in  1995,  although  firm  leaders  Mass.  "The  fact  that  Hale  and  Dorr  was  the  announcement.  Lawsuits  followed.  A 

aren't  sure  if  the  Web  site  generates  willing  to  experiment  with  a  product  that  coalition  of  plaintiffs  law  firms — includ- 
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Group;  Heller 
Ehrman,  White  & 
McAuliffe 


Dinsmore  &  Shohl; 
Covington  & 
Burling;  Fried, 
Frank,  Harris, 
Shriver  &  Jacobson 


Alston  &  Bird; 
Bartlit,  Beck, 
Herman, 
P.alenchar  & 
Scott;  Crowell 
&  Moring 


Kirkland  &  Ellis; 
Sidley  &  Austin 


Do  You  Hire  We  won't  hire  a  We  look  for  All  other  things  If  we  had  a  major 

Nonwired  firm  just  because  firms  with  elec-  being  equal,  we  case  and  a  firm 

Firms?  they've  invested  a  tronic  communi-  are  more  likely  to  was  not  up  to 

million  dollars  on  cation  capabili-  pick  a  firm  that  is  snuff  technological- 

a  new  computer  ties,  especially  in  making  intelligent  ly,  we  definitely 

system.  They  must  litigation  matters.  use  of  computer  would  not  use 

show  us  the  added  technologies.  them. 


A  firm's  willing- 
ness to  upgrade 
technologically 
is  important  to 
us.  It's  impera- 
tive. Using  com- 
puters is  strate- 
gic in  getting 
ahead  of  your 
opponent. 


When  shopping 
for  law  firms,  I 
ask  how  easy  it 
will  be  to  com- 
municate with 
us.  About  80% 
of  the  outside 
firms  we  hire 
use  e-mail. 
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Get  stuck  in  traffic,  fight  the  crowds,  waste  time 
at  the  wrong  stores,  and  wait  in  line  to  buy  the  shirt. 
Or  click  on  the  CompuServe  icon. 


i!|[[[!h  St°reS  w'tnout  taking  a  step.  Bring 

0-^/     everything  home  without  leaving  your  chair. 
Only  CompuServe  offers  you  The  Electronic  Mall "  —  an 
online  service  that  connects  you  directly  to  more  than  1 50 
national  retailers  and  catalogers. 

The  Electronic  Mall  is  open  seven  days  a 
week,  24  hours  a  day,  and  houses  such  favorites  as  Lands' 
End,  Columbia  House,  The  Metropolitan  Museum  of  Art, 
and  JCPenny.  You  can  send  flowers,  select  gourmet  foods, 
order  pet  supplies,  and  shop  for  software.  And  the  best  part 
is,  you  can  get  it  all  without  going  anywhere. 

But  shopping  help  isn't  the  only  thing 
CompuServe  offers.  We  have  more  than  3,000  other  things, 
torn  stock  quotes  to  game  forums.  Complete  access  to  and 


One  membership  per  household.  New  members  only,  plc.ise.  All  n.imcs  hsred  are  proprietary  trademarks 
if  their  respective  corporations.  If  you're  connected  to  the  Internet,  visit  us  at  www.compuserve.com. 
©1996  CompuServe  Incorporated. 


from  the  Internet  is  easy  on  CompuServe,  too. 

CompuServe.  It's  all  here  waiting  for  you. 
Just  a  click  away. 

Best  Online  Value! 


Just  call  I  800  487-4838  and  you'll  receive: 

1)  Free  membership  software.  CompuServe  Information  Manager 
software  for  Windows,  Macintosh,  or  CD  ROM. 

2)  One  free  month  of  CompuServe  membership  (a  $9.95  value). 

3)  Five  free  hours  each  month,  including  the  Internet.  Additional 
online  time  is  only  S2.95  per  hour! 

4)  BONUS!  Five  additional  hours  online  during  your  first  month  of 
membership,  for  a  total  of  10  free  hours! 

CompuServe 

AN    H&R    BLOCK  COMPANY 


ing  Milberg,  Weiss,  Bershad,  I  Iynes  & 
Lerach,  the  market  leader  in  filing  secu- 
rities cases  against  high-tech  companies — 
charged  management  with  fraud.  Alleged 
damages  to  Legent  investors:  $154  mil- 
lion. The  company  hired  Hale  and  Dorr 
litigators  James  L.  Quarles  III  and 
Geoffrey  Stewart  to  defend  it. 

Like  all  securities  suits,  the  Legent 
case  generated  mountains  of  paperwork. 
At  the  time,  the  law  en- 
titled plaintiffs  to  go  on 
a  fishing  expedition  for 
internal  Legent  docu- 
ments. (Congress  ap- 
proved revisions  in  the 
securities  laws  last  year 
that  now  make  such 
document  fishing  more 
difficult.)  In  all,  the  com- 
pany turned  over  1 50,000 
pages  to  its  lawyers  and 
the  plaintiffs'  firms. 

Quarles  and  Stewart 
did  not  know  which 
claims  plaintiffs  would 
pursue.  So  they  pre- 
pared for  dozens  of  pos- 
sible offensives.  That's 
not  unusual.  Typically, 
a  team  of  four  to  six 
lawyers  spends  at  least  18  months  prepar- 
ing the  defense.  But  the  Legent  case  was 
filed  in  a  federal  court  that  employs  a 
so-called  rocket  docket,  which  dictates 
that  a  case  go  to  trial  in  eight  months. 

Hale  and  Dorr's  technology  made  it 
possible  for  the  firm  to  handle  the  case 
on  an  accelerated  schedule.  Ordinarily, 
litigation  teams  produce  reams  of 
photocopies  and  send  in  paralegals  to 
wade  through  them,  culling  out  what  is 
needed  at  a  given  time.  But  there  wasn't 
a  minute  to  spare  in  the  Legent  case.  All 


HALE  AND  DORR'S  GEAR  BOX 


depositions  had  to  be  completed  in  about  written  and  whether  it  contained  hand- 
lour  weeks.  Hale  and  Dorr  had  to  track    written  notations. 

down'  every  potential  damaging  docu-  JustLaw  overnighted  the  cartridges 
ment  and  search  for  things  such  as  hand-  to  Hale  and  Dorr,  which  loaded  them 
written  notes,  before  Legent  executives  on  its  network  hard  drive.  Using  Just- 
gave  their  depositions.  If  the  litigation  Law's  Evidence  software,  lawyers  could 
team  failed, -one  executive  could  say  then  search  the  documents  from  their 
something  damaging  that  would  haunt  own  workstations.  In  two  hours,  one 
the  company  at  trial.  "We  didn't  have  attorney — rather  than  a  team — could 
time    for    looking    for   needles    in    complete  the  same  hunt  that  would  have 

taken  nearly  a  week 
using  nontech  meth- 
ods. This  was  a  real 
fee-saver  for  Legent. 
The  search  for  hand- 
written notes  within 
the  documentation 
cost  just  $300.  If  the 
paperwork  had  not 
been  digitized,  the  fees 
would  have  amounted 
to  about  $15,000. 

There  were  plenty 
of  other  payoffs:  No 
documents  got  lost; 
several  attorneys  could 
examine  the  same  rec- 
ords simultaneously; 
and  Hale  and  Dorr 
could  pack  up  docu- 
ments   for  Legent 
executives  to  review  on  portable  com- 
puters. Imaging  is  not  cheap — prices  start 
at  50  cents  per  page. 

But  experts  say  it  can  ultimately  cut 
the  cost  of  paperwork  management  in 
large  lawsuits  by  one-third  or  more.  And 
it  saves  time.  Thanks  to  imaging  tech- 
nology, Hale  and  Dorr  prepared  for 
trial  in  two  weeks. 

The  result?  The  judge  tossed  the  law- 
suit out  of  court  after  four  days  of  trial, 
and  the  verdict  was  upheld  on  appeal  last 
March.  Legent  still  spent  $2.5  million 
defending  itself,  but  that  was  a  smaller 
sum  than  the  $10  million  to  $20  million 
settlement  sought  by  the  plaintiffs.  ■ 


A  Lotta  Nerve  Roberto  Menchzabal  mans  the  computer  center.  Annual  tech- 
nology expenditures  of  $2  million  to  S3  million  enable  the  firm  to  capitalize  on 
technologies  like  the  World  Wide  Web.  Its  home  page  averages  15,000  hits  a  week. 

haystacks,"  recalls  Quarles. 

Hale  and  Dorr  sped  things  up  by 
going  paperless.  It  trucked  the  documents 
to  JustLaw  Consulting  Services  (now 
NetMatrix  )  in  Manhattan,  an  imaging 
specialist.  The  company  fed  the  paper- 
work into  a  45-page-per-minute  Bell  & 
Howell  Copiscan  II,  and  stored  the  data 
on  eight-inch  Exabyte  magnetic  cartridge 
tapes.  Then  $25-per-hour  JustLaw 
paralegals  enriched  this  database  with 
critical  information  about  each  docu- 
ment, such  as  who  read  it,  when  it  was 


HARDWARE:  300  Sun 
SPARCstation  2  and  4  work- 
stations; 4  Sun  SPARC- 
servers;  15  Tadpole 
SPARCbook  3  XP  portable 
computers;  170  hp  Laserjet 
4s;  30  Xerox  4220s;  5 
Fujitsu  3560  and  3590 
scanners;  41  faxes;  3  Vtel 
video  conferencers-two  in 
Boston,  one  in  Washington. 

DATA  STORAGE:  Hewlett- 
Packard  Jukebox  for  optical- 
drive  storage  (up  to  144 
platters);  10  Sun  CD  drives. 


PHONE  LINES:  One  T3  line; 
12  T1  lines  used  to  con- 
nect branch  offices,  able 
to  support  inbound  con- 
nections ranging  from 
2,400-baud  modems  to 
ISDN  lines. 

SOFTWARE:  Evidence  imag- 
ing software;  Spyglass- 
enhanced  Mosaic  World 
Wide  Web  browsers; 
FrameMaker  for  internal 
document  publishing; 
PageMaker  for  courtroom 
exhibits  and  presentations. 


RESEARCH  CAPABILITIES: 
Extensive  library  of 
CD-ROMs;  access  to 
more  than  100  on- 
line databases,  including 
Lexis/Nexis,  Westlaw 
and  Lexis  Counsel 
Connect;  cd-rom  data- 
base of  information  on 
rules,  fees  and  forms 
for  security  offerings 
in  all  50  states,  up- 
dated biweekly. 

WEB  PAGE: 

http://www.haledorr.com 


Gobble  Gobble  The  Bell  &  Howell 
Copiscan  II,  which  swallowed  150,000  pieces 
of  paper  and  timied  them  into  computer  tape. 
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SmartTrade 


The  SmartTrade  account  allows 
qualified  investors  to  transact  1,000 
shares  or  more  ol  a  common  stock, 
valued  at  $5  or  more  per  share, 
commission-free  without  markups  of  any 
kind.  A  minimum  account  equity  of 
$500,000  in  any  combination  of  cash  or 
securities  is  required.  All  common  stocks 
listed  on  NYSE,  AMEX  or  NASDAO 


SmartTrading® 


Everyone  qualifies  for  the 

SmartTrading  program,  which 
allows  investors  to  purchase  1,000 
shares  or  more  of  a  stock  OLDE 
recommends  commission-free.  For 
convenience,  purchased  stocks  must  be 
held  in  your  account.  When  stocks  are 
sold,  OLDE's  low  commission  rates 
apply.  Research  reports  are  available  on 
over  200  recommended  stocks. 


Additional  Benefits 


•  Free  account  transfer  service 

•  Timely  stock  research 

•  No  annual  fee  IRAs  and 
brokerage  accounts 

Account  protection  up 
to  $25  million 


For  more  information  about 
SmartTrade  or  SmartTrading, 

call  the  OLDE  off  ice  nearest  you  or 

1-800-USA-OLDE 

Please  reference  code  7321 

Visit  us  on  the  Internet! 
http://wrww.OLDEkfiscount.com 


^OLDE 


merica's  Full  Service  Discount  Broker 
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YOUR 
WEB 
PAGE: 
GET 
WHAT 
YOU 
PAID 
FOR 


SETTING  UP  YOUR 
WEB  SITE  IS  ONLY 
HALF  THE  BATTLE. 
NOW  YOU  HAVE  TO 
FIGURE  OUT  IF  IT'S 
DOING  ITS  JOB. 


All  it  .  JiL-Jj 

torture 
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browser 
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Keeping  a  world  wide  web  page 
going  strong  is  a  lot  like  running  a 
popular  radio  station:  You  must  hire 
top  DJs,  book  controversial  guests,,  play 
the  right  runes,  hire  a  productive  staff — 
and  above  all,  know  your  audience. 

Unlike  when  running  a  radio  station, 
however,  measuring  the  popularity  of  your 
Web  page  is  tricky.  It's  a  new  industry, 
folks,  and  there  are  no  Nielsen  or  Arbi- 
tron  ratings  for  cyberspace. 

One  yardstick  for 
success  involves  count- 
ing the  number  of  hits, 
or  times  a  visitor  requests 
a  specific  page  or  file 
from  your  Web  server. 
But  hits  don't  tell  you 
much.  They  don't  reveal 
who  visits  your  site 
or  why.  They  also  don't 
indicate  how  much  time 
a  visitor  spends  examin- 
ing your  page.  "The 
number  of  hits  can't  be 
a  stand-alone  measure  of 
success,"  says  Edwin 
Hastings,  chief  technol- 
ogy officer  at  Online 
Computer  Market  in 
Natick,  Mass. 

One  of  the  best  ways 
to  see  if  your  site  really 
works  is  to  pretend 
you're  a  customer,  just 
poking  around.  How 
easy  (or  hard)  is  it  to  find 
what  interests  you?  Is  it 
easy  to  get  lost?  How 
hard  is  it  to  return  to  a 
favorite  section?  Is  your 
site  visually  pleasing? 
Would  you  order  a 
product  from  there? 
Would  you  want  to 
come  back?  Why? 

"Make  sure  that  the 
site  is  always  expandable 
and  that  all  of  the  con- 
tent is  easy  to  find  and 
update,"  says  Jon 
Stevens,  Webmaster  for  Clear  Ink,  a  Web- 
site developer  in  Walnut  Creek,  Calif. 

The  best  measure  of  your  Web  page's 
success  is  direct-user  feedback.  It  is  es- 
sential to  display  your  company's  name, 
mailing  address  and  e-mail  address  promi- 
nently so  visitors  can  send  in  suggestions. 
"I  am  always  surprised  that  a  lot  of  sites 
don't  have  any  way  of  sending  in  com- 
ments," says  Robert  Hamilton,  manager 
of  electronic  commerce  marketing  for  Fed- 
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eral  Express  in  Memphis,  Tenn.  FedEx 
uses  its  Web  page  to  help  customers  track 
their  packages. 

Recently,  FedEx  began  to  troll  for  cus- 
tomer input,  posting  questionnaires  on 
line — "the  equivalent  of  blowing  a  busi- 
ness response  card  into  our  Web  site,"  says 
I  lamilton.  "Given  that  we  get  about  30,000 
customers  a  day  visiting  our  site,  this  will 
provide  some  immediate  feedback." 
Although  random  questionnaires  may 
give  you  some  sense  of 
where  your  page  works 
and  where  it  doesn't, 
some  kind  of  general 
visitor  accounting  sys- 
tem is  also  important, 
especially  if  you  hope 
to  solicit  advertisers. 
"For  an  ad-driven 
commercial  Web  site 
such  as  ours,  advertis- 
ers need  to  know  how 
many  people  saw  their 
ad  and  how  many  peo- 
ple clicked  on  it,"  says 
Kevin  Wendle,  presi- 
dent of  clnet  TV  (pro- 
nounced "see  net"), 
a  San  Francisco  com- 
pany that  produces 
technology-oriented 
television  programs. 
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This  Year's  Model  When  clnet  dis- 
covered visitors  couldn't  maneuver 
its  old  Web  page  (left),  the  com- 
pany added  better  navigation  aids 
and  relaunched  the  site  above. 
Result:  Traffic  increased  30%. 


Help  is  on  the  way. 
A  New  York-based 
company,  Market  Arts 
WebTrack,  is  working 
with  the  Audit  Bureau 
of  Circulations  to  cre- 
ate a  central  clearing- 
house of  all  sites  that 
charge  for  putting  ads 
on  their  Web  server. 
WebTrack  is  expect- 
ed to  list  advertising 
rates  and  provide  a 
demographic  portrait 
of  site  visitors. 

Other  companies 
are  in  the  tracking 
business  as  well.  Internet  Profiles  of  San 
Francisco,  for  instance,  offers  I/Code, 
which  asks  users  15  multiple-choice  ques- 
tions, including  their  age,  gender,  educa- 
tion, job  function,  title,  company  and 
industry.  SiteTrack  from  Group  Cortex 
in  Philadelphia  allows  Web  sites  to  track 
users  and  build  a  database  of  user  activi- 
ty. NetCount  of  Los  Angeles  also  works 
in  conjunction  with  Web  servers  to  count 
and  keep  track  of  visitors. 
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Connector?  It  looks  like  a  computer.  Well,  not  to  someone  from  AMR  because,  as  the  worlds  premier  connector 
company,  our  people  have  been  stretching  the  concept  of  connectors.    Usually  thought  of  as  pieces  of  plastic  and 
metal  sitting  between  cables  and  circuit  boards,  connectors  are  being  redefined.  We're  broadening  their  definition 
to  include  entire  signal  paths.  For  example,  we  see  the  one  between  a  keyboard  and  the  computer  screen  as  one 
long  connector.  This  broader  definition  is  the  basis  for  our  future  direction. 
By  building  on  our  traditional  strengths,  we've  added  technologies  that  fit  into 
our  vision -technologies  like  sensors,  switches,  optoelectronics,  circuit  boards, 
and  wireless  components.  And  today,  we're  bringing  these  technologies  together 
to  create  proven  connectivity  systems  that  our  customers  can  incorporate  into 
their  designs,  helping  them  reduce  costs  and  speed  their  product  development. 
So  while  not  everyone  would  think  of  a  computer  as  a  connector,  our 
customers  benefit  because  our  people  do. 

AMP  Incorporated,  Harrisburg,  PA  1 71 05-3608.  Contact  your  regional  center:  USA  1  -800-522-6752. 
Canada  905-470-4425.  England  44-1 753-676800.  Singapore  65-482-031 1 .  Japan  81  -44-81 3-8502. 


Connecting 

Hat  a 
IGHER 

level. 


Aside  from  counting  hits,  most  Web 
servers  don't  come  with  many  tools  to  an- 
alyze usage.  Instead,  these  servers  produce 
a  "log  file,"  which  contains  things  like  the 
names  of  the  computer  users  who  connect 
to  your  site,  the  pages  they  access,  even 
the  time  they  visit.  But  digging  through 
this  raw  data  looking  lor  meaningful  trends 
can  be  tedious. 

Some  software  applications  may  help 
you  make  sense  of  this  mountain  of  in- 
formation by  graphically  analyzing  your 
log  files.  One  such  package,  WebTrends, 
is  sold  by  e.g.  Software  of  Portland,  Ore. 
Others  are  available  free  over  the  Inter- 
net. The  program  wwwstat,  for  instance, 


A  VOCABULARY 
FOR  WEB  SITE 
MEASUREMENT 

HIT:  An  entry  into  the  log  file  of  a  World 
Wide  Web  server,  generated  bv  every 
request  for  information  made  to  that 
server.  The  number  of  hits  has  no  pre- 
dictable relation  to  the  number  of  vis- 
itors to  a  Web  site. 

VISIT:  A  sequence  of  bits  made  by  one 
user  at  a  site  within  a  set  period  of  time. 
Does  not  indicate  whether  visitors  are 
digging  into  the  site's  content  or  just 
skimming. 

UNIQUE  USERS:  Number  of  individu- 
als who  visit  a  site  within  a  specific  pe- 
riod of  time.  Calculated  by  recording 
some  form  of  user  registration  or  iden- 
tification. Most  Web  sites  are  not 
equipped  with  this  feature. 

ADCLICKS:  Number  of  times  users 
"click"  on  an  in-line  ad  (commonly  called 
a  "banner")  within  a  certain  period  of 
time.  Does  not  measure  effectiveness 
of  an  ad. 

ADVIEWS:  Number  of  times  an  in-line 
ad  is  downloaded  by  users  within  a  spe- 
cific period  of  time.  A  better  measure 
of  an  ad's  impression  than  AdClicks, 
bnl  does  not  indicate  whether  a  sale 
resulted  from  the  download. 

ADCLICK  RATE:  AdClicks  as  a  percent- 
age of  AdYiews,  or  the  number  of  clicks 
on  an  in-line  ad  as  a  percentage  of  the 
number  of  times  users  actually  dow  n- 
loaded the  ad.  High  click  rate  indicates 
higher  level  of  user  interaction. 

QUALIFIED  HITS:  Hits  that  deliver  in- 
formation to  a  user.  Excludes  such  things 
as  error  messages  and  redirects.  Does 
not  indicate  number  of  visitors. 

Source:  Interna  Profiles  Corp. 


analyzes  log  Hies  and  provides  a  visitor 
profile.  Another  tracking  program, 
BroWserCounter,  determines  which  Web 
browser  was  used  by  each  visitor  to  your 
site.  (Both  applications  require  some  pro- 
gramming skill.)  You 
can  also  obtain  a  w  ide 
variety  of  other  log- 
analyzer  tools  from 
the  Yahoo  Web  site. 

A  good  way  to  get 
a  sense  of  your  Web- 
page  visitors  is  to 
start  with  these  pub- 
lic-domain tools  and  then  customize  them. 
Tom  Loser,  database  administrator  for 
Hershey  Foods  in  Hershey,  Pa.,  suggests 
another  alternative:  "I  downloaded  the 
logs  from  our  Internet  service  provider 
and  wrote  some  simple  stuff  in  Hyper- 
Card so  I  could  see  how  many  page  hits 
we  got  and  when  and  from  where — it 
wasn't  anything  very  complicated."  Los- 
er's HyperCard  programs  give  I  lershey's 
management  a  clear  picture  of  who  is  vis- 
iting their  We!)  site  and  where  they  go. 

These  customized  details  can  be 
tremendously  beneficial.  "We  found,  us- 
ing Interse  and  other  after-the-fact  log- 
analysis  tools,  that  our  average  customer 
clicks  on  three  pages  to  get  around  our 
site,"  says  FedEx's  Hamilton.  Hastings 
and  his  team  of  engineers  at  Online  Com- 
puter Market  also  put  in  extra  tracking 
features,  such  as  what  type  of  data  some- 
one requests  from  a  database. 

All  that  log  analysis  won't  mean 
anything,  however,  if  you  don't  use  the 
information  to  keep  your  Web  server  on 
target.  Remember  to  go  back  and  peri- 
odically remind  yourself  of  your  site's  orig- 
inal purpose. 

Web  pages  can  be  digital  billboards, 
advertising  pure  and  simple.  Or,  they  can 
be  reference  sources  that  provide  poten- 
tial customers  w  ith  a  database  of  corpo- 
rate information.  Yet  again,  they  can  be 
storefronts,  where,  for  example,  visitors 
can  quickly  find  a  product  and  place  an 
order.  Confuse  'em  and  you  lose  'em. 

clnet  went  through  an  extensive  Web- 
page  redesign  last  December,  six  months 
after  launching  its  site.  "Visitors  would 
go  to  the  news  ami  features  pages  but 
not  much  more,"  says  clnet's  Kevin 
Wendle.  The  company  added  navigation 
aids  that  helped  visitors  better  negotiate 
the  colorful,  fact-packed  page. 

"Since  then,  traffic  in  our  other  sec- 
tions has  doubled,  and  overall  traffic  in- 
creased 30%,"  says  Wendle.  "We  have 


made  a  lot  more  of  our  content  accessi- 
ble. Sometimes  you  just  need  to  live  with 
your  Web  site  for  a  while  before  you  can 
see  where  the  problems  are." 

To  create  an  incentive  for  repeat  visi- 
tors, clnet  now  offers 
an  interactive  shop- 
ping service.  Users 
enter  the  computer 
features  they  like  and 
might  buy.  Their  re- 
quest form  then  queries 
clnet's  database  of  com- 
puter prices  to  produce 
a  customized  chart,  which  describes  com- 
puter features  and  products.  "Our  inter- 
active scoreboard  is  going  to  drive  the 
computer  magazines  crazy,"  Wendle  says. 

If  your  site  seems  stuck  in  a  rut  or 
destined  for  obscurity,  it  may  be  time  to 
consider  adding  content  that  can't  be  du- 
plicated in  print  or  by  some  other  media. 
"Producing  simple  textual  content  isn't 
that  tough — but  that's  not  what  our  users 
want,"  says  Steve  Ruegnitz,  first  vice- 
president  at  Lehman  Brothers  in  Jersey 
City,  N.J.  "They  ask  if  they  can  voice-an- 
notate a  research  report  and  automati- 
cally update  our  Web  site.  People  want 
things  unique  to  this  new  medium." 

If  you  want  to  renew  your  own  Web 
page,  look  for  artists,  designers  and  illus- 
trators rather  than  programmers.  "I  can 
teach  an  artist  to  write  HTML  in  a  day — 
I'll  never  teach  a  programmer  to  design  a 
decent  page,"  says  Loser.  With  new  easy- 
to-use  Web  publishing  tools  like  Adobe's 
PageiMill  and  Vermeer's  FrontPage,  he 
won't  even  have  to  do  that.  ■ 


RESOURCES 

BROWSERCOUNTER  http://www.net- 
images.com/~snowhare/utilities/browser- 
counter.html 

HYPERCARD  Apple  Computer,  (408)  974- 
4562 

INTERNET  PROFILES  http://www. ipro.com 

INTERSE  http://www.interse.com 

NETCOUNT  http://w  ww.netcount.com 

SITETRACK  http://www.sitetrack.com 

WEBTRENDS  http://www.  webtrends.com 

WEBTRACK  http://www.webtrack.com 

WWWSTAT  http://www.ics.uci. edu/  Web- 
Soft/ wwwstat/ 

YAHOO  http://www.yahoo.com 

A  listing  of  log-analysis  tools  is  available 
at  http://www.yahoo.com/Computers 
_and_Internet/InternetAVorld_Wide_ 
Web/1  ITTP/Servers/Log_Analysis_Tool 


It's  not  always  clear 
who  visits  your  page. 
As  yet,  there  are  no 
Nielsen  or  Arbitron 
ratings  for  cyberspace. 
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Power  Trip? 


Second  in  a  series  of  profiles  of  America's  business  aircraft  users. 


Today's  management  often  needs  to  boost  its  productivity. 

Just  ask  Pat  Smith,  one  of  only  eight  senior  executives 
liding  a  $4  billion  publicly  traded  electric  and  gas  utility, 
i  addition  to  her  corporate  counsel  duties  at  headquarters, 
te  must  maintain  face-to-face  contact  with  a  work  force 
jattered  over  hundreds  of  miles. 

:  Fortunately,  she's  discovered  a  way  to  accomplish  two  days 
work  in  one:  occasionally  flying  on  the  company's  five- 

issenger  helicopter  or  six-passenger  turboprop, 
j  For   example,    during   recent   Q&A    sessions  between 
janagement  and  plant  workers,  on  a  single  day  Pat  held  meetings 
i  three  sites  in  opposite  corners  of  Colorado.  In  one  instance, 
f.th  the  company's  helicopter  shuttling  them  between  conferences, 


they  replaced  a  five-hour  drive  with  a  one-hour  flight. 

According  to  Pat's  calculations,  the  time  saved,  combined 
with  the  overnight  expenses  avoided,  more  than  justified  the  cost 
of  the  flight. 

"Times  have  changed,"  she  notes.  "Companies  today  are  looking 
for  ways  to  help  their  employees  be  more  productive.  And  we're 
doing  just  that." 

Pat  Smith's  company,  Public  Service  Company  of  Colorado, 
is  just  one  of  more  than  7,000  companies  which  operate  over 
10,000  turbine-powered  aircraft  in  the  United  States. 

"Our  customers  expect  more,"  she  adds.  "That's  why  we  make 
efficient  use  of  our  company's  aircraft." 

Power  trip?  No.  It's  just  a  direct  flight  to  higher  productivity. 


For  a  free  copy  of  a  brochure  profiling 
10  companies  which  operate  business  aircraft,  please  call  (800)  9-AVIATE. 
Or  visit  us  on  the  Internet  at  http://www.nbaa.org 

NO  PLANE.  NO  GAIN.'  is  a  Joint  Program  of  the  National  Business  Aircraft  Association  and  the  General  Aviation  Manufacturers  Association. 


A  LaVieille  Russie  -  Capitalist  Jewel 

...an  old  firm  in  the  modern  world.  145  years  young. 


WE  have  seen  a  great  deal  since  our  founding  as  a  family 
business  in  Kiev  in  1851.  And,  from  this  vantage 
point,  we  have  seen  the  earlier  forms  of  the  computer  take 
shape.  In  the  late  18th  and  early  19th  century,  small, 
elaborate,  gold,  jeweled  objects  were  made  in  Switzerland 
which  have  had  a  profound  influence  on  the  world  -  of 
computers. 

To  become  a  'master'  in  the  watch-making  guilds,  you  had 
to  make  a  'master-piece'.   (The  origin  of 
the  word:  masterpiece.)  Some  of  these 
pieces  include  automated  animals  and 
figures  as  well   as  question  and 


The  quality,  craftsmanship  and  innovation  sought  in  th) 
rapidly  advancing  world  of  the  computer,  the  chip,  the  1 
net  were  sought  as  well  in  the  world  of  art.  That  is  wh^ 
makes  a  great  piece  of  art  worthy  of  being  collected  -  am 
worn  -  still  today.  'Icon',  'mosaic'  -  to  name  just  two  -  ar 
words  that  come  from  the  world  of  art. 


Quality  -  authenticity  -  beauty  -  variety  -  value  -  style  -  an 
service  are  important  elements  to  our  business  and  hav 
helped  us  form  many  collections  for  the  seasonej 
collector  as  well  as  the  beu;inne 


Mouse  with  movements  quick  a, 
unpredictable;  it  runs,  stops,  raises  itself  up 
on  itys  paws,  spins  about  and  runs  in  a  different 
direction.  Gold  and  pale  bluish  white  enamel,  set  with 
pearls  and  cabochon  ruby  eyes  with  a  gold  woven  tail. 


answer  boxes  where  a  question  was  inserted  in  one  end  and 
bells  and  music  played,  wands  waved,  cogs  turned  and 
another  door  popped  open  with  the  answer  -  all  within  a 
box  hardly  more  than  2  inches  wide  and  4  inches  long. 
You  had  jumping  animals,  singing  birds,  people  doing 
whatever  -  and  sometimes  you  could  even  tell  the  time! 
These  pieces  were  and  still  are  -  referred  to  as  'automata' 
-  and  from  automata  comes  automation  and  on  and  on... 
Miniaturization  was  already  there  -  way  before  the  space 
shuttle  brought  us  so  much  more  in  the  way  of  miniatur- 
ization. 


One  is  just  as  important  as  the  other  -  just  as  important 
expert  advice  in  the  growing  technology  age  is. 
A  great  many  of  our  clients  use  us  as  a  resource  for  gifts  I 
all  occasions:  births,  graduation,  wedding,  anniversa] 
and,  of  course  birthdays  and  special  holidays.  It  is  n 
always  easy  to  find  pieces  in  all  price  ranges  -  and  still  ma: 
tain  our  quality  level  -  but  we  try.  We  are  very  pleased  tl 
"something  from  Vieille  Russie"  is  still  prized.  Prized,  | 
purely  for  it's  prestige  -  but  because  of  the  authenticity 
the  pieces! 


Very  important,  recorded  mid  illustrated  EARERGE  parrot  finely 
carved  in  opal  with  cabochon  ruby  eyes,  perched  in  a  gold  cage 
with  feeding  tray  -  filled  with  gold  (fced'  -  and  a  water  dish. 
Both  the  cage  door  and  the  'cleaning'  tray  at  the  bottom  of 
the  cage  are  workable.  Height:  3  3/i6  inches 


pTechnology  has,  however,  brought  the  art  world  one  big 
problem  -  fakes  are  much  more  sophisticated  than  before. 
Authenticity,  fakes,  knock-offs,  look-alikes  are  problems 
iin  other  areas  too,  but  you  can  imagine  that  there  are 
(a  lot  of  'antiques'  being  made  today  because  of  the 
high  price  of  art  -  and  because  there  are  a  lot  of 
people  who  'want  it  to  be  o.k.\  Forgers  are  trying  to 
'stay  ahead  of  the  curve'  -  even  to  the  point  of  using 
lasers  to  copy  marks  -  but  you  must  look  at  the  whole 
piece.  The  quality  must  be  there  before  the  name  goes  on. 


We  offer  145  years  of  expertise 


Ve  invite  you  to  visit  our  shop  -  at  the 
orner  of  Fifth  Avenue  and  59th  Street. 
That  is  really  the  best  way  you  can  see  the 
/ide  variety  of  what  we  have  to  offer.  Or, 
ou  can  write  us  for  a  new  small  catalogue  we 
iave  just  completed  which  will  give  you  an  overview. 

Ve  look  forward  to  your  visit- and  the  next  145  years 


A  LA  VIELLLE  RUSSIE 

(AH  LAH  VEE-AYE  ROOSE  ) 
781  Fifth  Avenue,  New  York,  NY  10022 
(212)752-1727  Russianart  ALVRl@AOL.COM 


Breaking  Away 


Back  irUhe 
Satellite  Again 

A  70-year-old  Texan,  T.W.  Weston,  rebuilds  a  fortune  by  riding  herd 
on  international  deals  from  his  Texas  ranch.  By  Umberto  Tosi 


South  Wind  Farms  covers  350  acres 
just  outside  Fayetteville,  Tex.  (pop.  283), 
in  the  rolling  grasslands  100  miles  west 
of  Houston.  Thoroughbred  horses  graze 
by  whitewashed  fences  as  T.W.  "Tibby" 
Weston  drives  a  dust-covered  Cadillac 
up  a  long  dirt  road,  past  his  oil  well  and 
his  satellite  dish.  Pulling  up  to  a  large  log 
ranch  house,  he  points  out  a  huge 
oak  that  shades  the  place.  The 
trunk  is  nearly  horizontal,  evidence 
of  the  hurricane  that  toppled  it  100 
years  ago  after  flattening  Galve- 
ston. But  living  tree-sized  branch- 
es reach  up  from  the  old  tree  that 
refused  to  die. 

It's  a  symbol  that  appeals  to  the 
70-year-old  Weston.  He  once  made 
$13  million  as  a  Texas  developer, 
but  lost  it  when  the  1980s  boom 
went  bust.  He  now  runs  a  growing 
international  business  from  a  con- 
verted den  in  his  home  on  the  range. 

Weston,  director  of  the  three- 
year-old  Aries  Trading  Ltd.  and 
president  of  Special  Waste  Accep- 
tance Network  (SWAN),  is  a  global 
trader.  He  buys,  sells  and  brokers 
a  staggering  variety  of  goods  from 
America  to  Asia  to  Europe  via  ~ ~ 
phone,  fax  and  modem.  Few  of  the  cus- 
tomers, traders  and  joint-venture  part- 
ners he  contacts  daily  by  phone  and  on 
line  have  ever  seen  the  man — a  dead  ringer 
for  Colonel  Sanders,  the  patron  saint  of 
late-blooming  tycoons. 

With  jeans  and  cowboy  boots  and  a 
Hungarian  accent,  that  is.  Weston  worked 
for  U.S.  military  intelligence  in  Hungary 
during  World  War  II.  He  later  changed 


his  name  and  in  1947  immigrated  to  the 
United  States.  "I  got  the  Russians  real  mad 
at  me,"  he  says.  After  landing  in  New  York, 
he  took  up  insurance  and  tax  planning, 
then  four  years  later  moved  to  Texas.  By 
the  1960s,  he  had  gained  the  reputation 
as  a  major  dealmaker  in  real  estate  and  oil. 
When  the  bubble  burst,  he  says,  he 


Range  Rover  I'm///  his  borse-breedingfarm,  transplanted 
Hungarian  and  newly  tech-savvy  international  trader  T.  IV. 
Weston  brokers  deals  and  corrals  vital  information  via  the 
Internet.  A  quick  draw  is  the  key  to  survival. 


took  a  particularly  bad  hit  with  the  col- 
lapse of  Lamar  Savings  &  Loan  in  Austin. 
Retiring  to  the  horse-breeding  farm 
where  he  and  his  wife  used  to  vacation, 
Weston  took  up  trading — a  business  in 
which  his  Eastern  European  background 
proved  useful,  especially  as  the  Soviet 
empire  collapsed. 

He  discovered  a  world  of  change  dri- 
ven by  telecommunications  technology 


that  let  small  traders  like  himself  operate 
with  unprecedented  global  scope.  "You 
can  be  everywhere  from  anywhere,"  he 
says.  Weston  leaves  the  globe-trotting  to 
partners;  his  "anywhere"  of  choice  re- 
mains the  ranch.  (He  did  rent  an  office 
briefly  in  nearby  Fayetteville,  but  his 
phone  and  modem  communications  over- 
whelmed the  town's  phone  system.) 

"My  wife  Marcy  and  I  have 
been  everywhere  money  can  buy — 
you  name  it,  we've  done  it,"  Wes- 
ton says.  "We're  not  out  to  chase 
money.  But  this  is  an  exciting  busi- 
ness, and  it  brings  in  enough  to 
sustain  us  at  a  comfortable  level." 

Despite  his  unambitious  claims, 
Weston  sees  a  huge  potential  in 
his  teletrading.  He  cites  one  large- 
scale  international  commodities 
deal  he's  been  working  on  for  the 
past  year.  It  involves  6.5  million 
tons  of  Siberian-manufactured  urea 
(a  carbonide  petroleum  derivative 
used  as  a  fertilizer,  particularly  on 
Asian  rice  and  sugar  crops).  "On 
paper,  at  least,  we  have  the  poten- 
tial of  making  more  money  than  I 
—   ever  did  in  real  estate,"  he  says. 

While  trolling  for  big  fish,  he  sustains 
his  business  by  brokering  smaller,  more 
reliable  deals  in  goods  such  as  sugar,  Port- 
land cement  and  cutting  tools.  He  does  a 
brisk  business  as  the  exclusive  Central  Eu- 
rope representative  of  Olfa,  a  manufac- 
turer of  industrial  knives  and  blades  head- 
quartered in  Osaka,  Japan — a  neat  trick 
from  Texas.  Sometimes  Weston  acts  as 
principal.  More  often  he's  a  broker  or 


42     FORBES  ASAP     April  8,1916 


consultant,  structuring  financing  and  steer- 
ing deals  through  the  tricky  currents 
churned  by  the  confluence  of  often-con- 
tradictory multinational  business  prac- 
tices and  regulations. 

Last  year,  along  with  various  other 
sources  of  income,  Weston  says  he  pock- 
eted $60,000  as  a  broker  and  consultant 
in  an  extremely  low-overhead  operation. 
Aries  Trading  Ltd.  projects  gross  1995 
revenues  of  $1  million. 
"This  is  a  combination  of 
funds  collected,  funds  to  be 
received  in  installments  dur- 
ing the  delivery  term,  and 
funds  subject  to  collection 
and  arbitration  problems." 

This  last  category  in- 
cludes collecting  contin- 
gency fees  from  a  group  of 
buyers  who,  he  says,  solicit- 
ed contracts  to  buy  Siberian 
urea  but  failed  to  come  up 
with  cash  in  time  for  clos- 
ing. He's  learned  from  hard 
experience  that  such  specious 
bids  often  come  from  traders 
in  the  developing  world — 
particularly  official  Chinese 
stalking-horses — in  order  to 
get  information  that  enables  buyers  to  cut 
out  the  middlemen. 

In  many  ways,  Weston  embodies  glob- 
al entrepreneurship  in  a  world  of  collid- 
ing cultures.  Take  two  typical  deals  he 
has  been  trying  to  put  together  recently. 
One  involves  a  barter  of  surplus  Indian 
sugar  for  Siberian  urea:  one  ton  of  sugar 
for  every  two  tons  of  fertilizer.  The  sec- 
ond would  ship  U.S.  agricultural  com- 
modities, with  U.S.  export  financing,  to 
Siberia — to  be  paid  for  as  the  Russians 
sell  urea  to  China  for  cash.  He  is  philo- 
sophical about  the  difficulties.  "We're  too 
small  to  close  these  kinds  of  sales  by  our- 
selves. Independent  traders  need  help 
from  larger  firms,  or  we  need  to  form  co- 
operative groups."  Still,  he  adds,  the  po- 
tential return  on  one  major  deal  provides 
enough  incentive  to  keep  him  trying. 

Weston  relies  heavily  on  on-line  Fo- 
rums for  contacts,  research  and  up-to- 
date  intelligence.  He  spends  at  least  two 
hours  daily  on  CompuServe's  Interna- 
tional Trade  Forum  and  ProTRADF.  Fo- 
rum, which  link  more  than  20,000  users 
in  72  countries.  The  first  presents  vital 
information  and  discussion  on  a  broad 
range  of  trade-related  topics.  "You  get 
inside  information  there  that  you'd  nev- 
er see  in  the  Wall  Stret f  Journal  or  any- 
where else,"  says  Weston.  The  ProTRADE 


Forum,  unlike  other  CompuServe  groups, 
allows  users  who  pay  a  monthly  mem- 
bership fee  ($9.95  for  five  hours,  then 
$2.95  per  hour)  to  quote  offers  for  goods 
and  services,  including  listing  prices  and 
telephone  and  fax  numbers.  Weston  also 
surfs  other  trade  resources  on  the  Net, 
but  says  none  is  as  developed  yet  as  those 
on  CompuServe. 

"Today,  with  on-line  forums  and  global 


Horse  Sense  At  day's  end*  Weston  communes  with  his  thoroughbreds. 
His  combination  of  European  elan  and  Texas  bravado  have  made  him  com- 
fortable as  an  entrepreneur  in  the  confusing,  colliding  cultures  of  modern 
global  trade.  Electronic  forums  provide  him  with  warnings  about  scams. 


fax  and  phone  access  everywhere,  we  have 
a  new  trading  universe,"  says  Wes- 
ton. It  is  an  atmosphere  that  facilitates 
scams,  he  notes.  One  of  the  most  impor- 
tant functions  of  the  trade  forums  is 
to  allow  traders  to  alert  each  other  to 
swindles  and  identify  shady  operators — 
a  self-policing  function  necessary  in  this 


TOOLS  OF  THE  TRADER 

HARDWARE 

•  Macintosh  LC,  with 
10  megabytes  of  RAM 

•  Two  external  100-megabyte 
Iomega  Zip  drives 
•  Hayes  Accura  144+Fax 
(14.4  modem) 

•  Apple  LaserWriter 
•  Mita  TC-220  fax 

SOFTWARE 

•  Microsoft  Excel  4.0 

•  Word  Star  WriteNow  4.0 

•  Microsoft  Word  5.0 

*  Aldus  PageMaker  4.2 
•  S  m  a  r  t  C  o  m 
■  Export  Hotline  (fax  service) 
•  CompuServe 


cyber- Wild  West  where  governments  can 
be  ineffectual  and  international  remedies 
costly  and  time-consuming. 

Thorn  Hartmann,  founder  of  Mythical 
Intelligence  in  Atlanta,  started  the  Inter- 
national Trade  Forum  three  years  ago  and 
runs  both  it  and  ProTR\DE.  He  believes 
traders  like  Weston,  using  the  forums,  can 


vastly  increase  the  scope  of  business,  ex- 
pand into  new  markets  and  "follow  up  with 
effective  retention  strategies — the  three 
requirements  of  good  marketing." 

"The  forums  provide  reservoirs  of  in- 
telligence and  wisdom  about  trade  in  every 
area  of  the  world,"  Hartmann  adds, 
"rather  like  the  old  London  clubs  at  the 
height  of  the  British  Empire." 

James  D.  Tegeder  is  another  Compu- 
Serve forum  user  who  gives 
the  on-line  venues  high 
praise.  His  consulting  firm, 
Entree  Ltd.  in  Research  Tri- 
angle Park,  N.C.,  uses  the 
services  frequently.  But  he 
warns  that  the  wide-open 
on-line  frontier  also  presents 
hazards  to  the  uninitiated. 

"Many  people  who  don't 
understand  business  are  try- 
ing to  make  deals  on  prod- 
ucts that  don't  exist  for  buy- 
ers who  haven't  been  born 
yet.  The  ability  to  close  goes 
back  to  relationships  and  to 
putting  in  the  effort  to  build 
them — the  old-fashioned 
virtues,  in  other  words." 
~~ "mmmmmmm  "That's  what  makes  Tib- 
by  Weston  so  rare,"  says  global  trader  and 
Aries  associate  William  Mautner.  "He's 
reliable,  thorough,  intelligent  and  pro- 
fessional." Mautner,  a  biophysicist  turned 
entrepreneur,  puts  deals  together  through 
his  company,  International  Facilitation 
Group,  in  Newberg,  Ore.  He  sees  op- 
portunity for  traders  like  Weston  who 
bring  business  expertise  to  the  table.  The 
advent  of  global  telecommunications,  he 
says,  has  accelerated  demand  in  South 
America,  Asia  and  Eastern  Europe  for 
goods  and  services. 

During  my  interview  with  Weston, 
he's  frequently  interrupted  by  calls  and 
faxes  coming  in  with  offers,  leads  or  ad- 
vice about  the  reliability  of  a  certain  buy- 
er. He  looks  at  his  computer  screen  for  a 
few  moments,  then  clicks  away  at  his  key- 
board— making  notes,  sending  e-mail, 
printing  out  a  form.  Then  he  gazes  out  a 
bay  window  overlooking  the  ranch's  green 
pastures.  A  very  pregnant  mare  grazes 
lazily  nearby.  "You  know,"  he  says,  his 
baritone  lilting  a  bit,  "you  shouldn't  look 
just  at  the  odds  of  closing  a  deal,  but  at 
the  potential  return  if  you  succeed.  It's 
like  the  wildcatters  who  drilled  for  oil. 
The  chances  of  hitting  one  might  be  10 
to  1,  but  they  could  get  a  100-to-l  return 
on  a  strike.  So  the  odds  really  are  10  to  1 
in  favor!  What  we  are  today  is  a  new  breed 
of  electronic  wildcatters."  ■ 
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The  Converging  on  Opportunity  sympo- 
sium is  a  unique  event  hosted  by  Cadence 
Design  Systems,  Inc.  It  brings  together 
some  of  the  top  thinkers  and  leaders  from 
across  all  segments  of  the  electronics  indus- 
try to  discuss  strategies  in  constantly  chang- 
ing and  ever-converging  markets. 

The  Spring  event,  which  includes  partici- 
pation from  Forbes  Magazine,  examines  the 
nature  of  partnerships,  alliances  and  other 
strategies  for  an  increasingly  interdependent 
world.  Two  of  the  featured  speakers  at  this 
event,  Howard  Anderson,  founder  and  presi- 
dent of  The  Yankee  Group,  and  Joe  Costello, 
president  and  CEO  of  Cadence  Design 
Systems,  Inc.,  discuss  some  of  the  trends 
they  see  evolving  in  electronic  product 
development. 

ANDERSON:  Partnership  is  an  overused 
word  in  business  today.  What  does  Cadence 
mean  by  partnership? 

COSTELLO:  Cadence's  strength  is  in 
better  positioning  our  clients  to  realize  their 
business  objectives.  And  because  we're 
involved  with  such  a  critical  process  —  prod- 
uct development  —  and  one  that  drops  right 
to  the  bottom  line,  we  want  our  relationships 
to  be  very  tangibly  measured.  The  biggest 
problem  I  have  with  the  word  "partnership" 
is  the  vagueness  of  how  you  measure  the 
results.  With  us,  we  try  to  make  it  very  clear. 


A:  Cadence's  cus- 
tomers are  the  Who's 
Who  of  the  electronics 
industry  —  Intel, 
Motorola,  IBM,  Sun, 
Compaq,  NEC,  Fujitsu, 
Siemens,  Philips,  Sony 
—  on  and  on.  From  a 
product  development 
standpoint,  what  keeps 
companies'  leaders 
awake  at  night? 

C:  I  think  it's  really 
a  balance  issue  —  try- 
ing to  balance  between  delivering  on  their 
core  value  to  their  customers,  and  the  day- 
to-day  struggles  of  a  very  complex  process. 
On  the  one  hand,  they  have  to  keep  coming 
up  with  innovative  new  ideas  and  maintain- 
ing a  close  relationship  with  their  markets. 
On  the  other  hand,  they  have  to  deal  with 
tough  execution  issues  —  finding  and  main- 
taining the  right  expertise,  managing  cost 
and  manufacturing  capacity  issues,  assimi- 
lating the  latest  design  technology  into  their 
product  development  process,  optimizing 
their  design  processes.  It's  very  easy  to  lose 
sight  of  the  bigger  picture  and  what  your 
value  proposition  to  your  customers  is.  At 
some  point,  you  have  to  ask  yourself  "what 
really  is  my  core  competency  —  and  why 
am  I  spending  so  much  time  and  money  on 
areas  that  aren't  really  where  I  add  value?" 

A:  Product  designs  are  getting  more 
complex  all  the  time.  Can  companies  keep 
up  with  the  challenge,  given  today's 
product-development  model? 

C:  We're  already  seeing  signs  of  change. 
You  hear  a  lot  of  talk  about  the  disaggrega- 
tion of  the  vertically  integrated  corporation, 
for  example.  William  Davidow's  piece  in  the 
last  issue  of  Forbes  ASAP  was  titled  "The 
Deconstruction  of  the  Semiconductor 
Industry."  More  and  more  large  vertically 
integrated  electronics  companies  are  seg- 


menting off  various  parts  of  their  product 


development  process  and  working  with  spe- 
cialized partners  or  suppliers.  Find  the  best 
people,  form  the  best  teams  and  achieve 
very  focused,  measurable  results.  And  those 
teams  don't  necessarily  have  to  be  part  of 
your  company. 

A:  Cadence  has  evolved  its  business  model 
over  the  past  year  by  adding  a  professional  ser- 
vices aspect  to  the  company.  You  seem  to  be 
stealing  a  page  from  the  IT  services  playbook. 

C:  There  are  some  similarities  to  the  IT 
model.  The  process  has  become  too  complex. 
The  technology  is  complicated.  There's 
expertise  available  from  specialized  outside 
suppliers.  And,  companies  realize  this 
process  may  not  be  a  core  competency  for 
them  or  something  that  enables  them  to  add 
the  most  value  to  their  customers.  But  there 
are  two  big  differences  with  applying  services 
to  an  engineering  discipline  like  electronic 
design:  1)  you  have  to  come  from  a  position 
of  technology  strength  and  credibility  to  be 
successful;  and  2)  you're  addressing  the  sin- 
gle most  important,  strategic  business 
process  for  customers.  Talk  about  mission 
critical!  How  much  more  mission  critical 
can  getting  your  product  out  the  door  on 
time,  at  cost,  to  the  right  spec  be?  But,  like 
IT,  is  every  aspect  of  that  process  something 
you  need  to  or  should  do  yourself  ? 

A:  Can  this  really  work  for  a  business 
process  as  critical  as  a  company's  product 


to  Product 


aeveropment 


levelopment?  Will  a  company  go  so  far  as  to 
mtsource  its  product  design  to  Cadence? 

C:  It's  working  for  our  customers  already, 
electronics  suppliers  today  need  every  com- 
letitive  advantage  they  can  get  and  a  part- 
lership  or  even  an  outsourcing  relationship 
iften  makes  the  most  sense.  By  utilizing 
dditional  resources  like  those  that  Cadence 
an  supply  on  a  project-to-project  basis, 
ompanies  can  operate  much  more  efficient- 
)  as  well.  We  signed  a  deal  with  Unisys  last 
ear  that  has  us  managing  their  whole  chip 
!  esign  operation.  They  realized  that  imple- 
lenting  chip  designs  wasn't  necessarily 
:  iamething  they  needed  to  do  themselves, 
ow  we  have  a  "design  factory"  concept  in 
lace  for  our  customers.  Feed  your  great 
esign  idea  into  our  factory,  let  us  run  the 
lachinations  of  implementing  it,  and  get  a 
ery  concrete  deliverable  from  us. 
A:  What's  driving  this  trend  —  why  are 
mpanies  looking  to  Cadence  to  take  on 
lore  responsibility  for  how  their  designs 
:t  implemented? 

C:  There  seems  to  be  a  convergence  of 
chnical,  economic  and  business  conditions 
lat  are  making  the  Cadence  approach 
mch  more  acceptable  than  maybe  it  could 
ive  been  five  years  ago.  Design  complexity 
as  reached  an  unprecedented  level  —  the 
>roductivity  gap"  between  what  can  be 
jilt  and  what  designers  are  actually  capable 


of  implementing  is  growing  wider. 
Companies  are  looking  for  greater  ROI  on 
every  aspect  of  the  product  development 
process  —  and  design  implementation  is  an 
area  that's  being  looked  at  very  closely, 
because  you  can  achieve  some  tremendous 
cost  and  time  savings  at  this  stage.  And,  peo- 
ple say  it  all  the  time,  but  time-to-market 
pressures  are  probably  the  biggest  challenge 
of  all.  You  simply  can't  miss  market  win- 
dows in  areas  like  computers,  multimedia, 
networking  products  —  the  real  hot  mar- 
kets. Anything  we  can  do  to  shave  weeks, 
even  days,  off  a  design  cycle  is  worth  its 
weight  in  gold. 

A:  So  how  do  you  measure  success  with 
this  approach? 

C:  It's  a  lot  easier  than  the  old  model  of 
just  shipping  software  tools  and  letting  the 
customer  have  at  it.  We're  judged  by  the 
success  our  customers  have  against  their 
business  objectives  —  whatever  those  might 
be:  reduced  time-to-market,  cost  savings, 
profitability,  etc.  In  fact,  in  a  lot  of  deals  that 
we  have,  we're  engaged  in  a  shared- 
risk/shared-reward  relationship  with  our 
customers.  It  really  makes  people  feel  we're 
committed  to  their  success. 

A:  So  is  Cadence  getting  out  of  the  soft- 
ware tools  business? 

C:  Hardly.  We're  investing  more  than 
ever  in  R&D.  We  simply  can't  be  successful 


without  great  technology.  And  in  this  model, 
we  become  our  own  customer,  so  it  really 
fuels  product  development  for  us.  We  get 
better  insights  into  real-world  design  prob- 
lems and  can  drive  our  product  strategy 
from  this  insight.  Design  automation  soft- 
ware is  what  got  us  to  where  we  are  today 
and  it's  the  foundation  for  our  new  approach. 

Cadence  Design  Systems,  Inc.  provides 
comprehensive  solutions  to  the  product  devel- 
opment requirements  of  the  worlds  leading 
electronics  companies.  The  company  is  the 
largest  supplier  of  software  tools  and  profes- 
sional services  used  to  accelerate  and  manage 
the  design  of  semiconductors,  computer  sys- 
tems, networking  and  telecommunications 
equipment,  consumer  electronics  and  a  vari- 
ety of  other  electronic-based  products. 
Cadence  has  3,000  employees  around  the 
world  and  1995  revenues  of  more  than  a  half 
billion  dollars. 
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21st-century  Data 

Whether  It's  the  Ionosphere, 
the  Dead  Sea  Scrolls  or 


a  Pizza  Price, 
It  Can  Be  Stored  and  Sliced  and  Diced. 

By  Mark  Halper 


It's  growing  old-fashioned  to  call  it  data. 
Database  vendors,  like  the  rest  of  the  technological 
world,  are  rushing  to  the  Internet.  This,  in  turn,  is  gal- 
vanizing their  efforts  to  store  and  present  information 
in  ways  not  seen  before,  at  least  not  in  traditional  rela- 
tional database  technology.  Suddenly,  the  notion  of  tabu- 
lar data — good  for  accounting,  customer  lists  and  inven- 
tory, but  not  for  much  more — is  making  room  for  audio, 
video  and  text. 

Those  in  the  vanguard  say  the  idea  is  simple.  "We  can 
convert  anything  into  zeros  and  ones,"  says  Oracle  chairman 
and  CEO  Larry  Ellison.  It's  one  of  the  few  points  Ellison 


"The  advent  of  the  Internet  and  Web  technology  is 
spawning  a  proliferation  of  content,  like  audio,  video,  graph- 
ics and  text." 

A   RACE   FOR   THE  WEB 

Not  that  the  Internet  alone  has  caused  all  this  to  happen. 
Nontraditional  content  projects  have  percolated  for  years  in 
R&D  labs.  Some  of  the  new  database  technology  has  already 
made  its  way  out.  There  are  glimpses  of  it  in  some  of  the 
sputtering  interactive  television  (ITV)  trials  that  seem  to  have 
hit  a  bandwidth  wall. 

But  just  as  the  Net  put  a  charge  in  Java  (which  Sun  Mi- 


makes  that  draws  nods  from  his  database  competitors.  "If  crosystems  originally  developed  for  [TV  purposes),  so  it  is 
you  can  conceive  of  it,  you  can  define  it  and  capture  it,"  says  doing  lor  data.  "Intranets,"  in  which  companies  use  Web 
Dick  Williams.  As  president  of  Informix  Software's  newly    servers  as  communication  centers  within  their  own  organi- 


acquired  Illustra  Information  Technologies,  Williams  is  at 
center  stage  of  Informix's  new-age  data  show. 

Businesses  can  then  mix  and  match  these  elements  in  their 
daily  search  for  clues  and  information.  By  clicking  on  a  pic- 
ture of  a  red  Corvette,  a  market  analyst  at  General  Motors 
might  be  able  to  call  down  a  profile  of  red  'Vette  buyers.  II 
he  wants  to  break  that  up  by  region,  he  might  circle  and  click 
on  a  map.  All  in  the  same  motion,  he  might  view  a  GM  sales- 
training  film  to  see  whether  the  sales  pitch  is  appropriate, 
given  the  most  recent  market  trends.  Chances  are  the  ana- 
lyst will  do  all  this  using  a  Web  site  tied  into  a  database. 

"Except  you  won't  really  call  it  a  database  anymore," 
says  Neil  Weintraut,  managing  director  of  I  lambrecht 
&  Quist  in  San  Francisco.  "It  will  be  a  content 
management  system. 


zations,  are  ripe  for  new  data  types.  Corporate  wires  tend  to 
be  faster  and  wider  than  the  average  public  network  sup- 
porting the  Internet.  Movies-on-demand  have  a  better  chance 
of  arriving  on  time  and  intact  to  your  office  PC  than  to  your 
home  TV.  But  they  won't  be  Gone  with  the  Wind,  they'll  be 
training  films,  notes  Ellison. 

"Most  of  the  top  500  companies  will  have  hundreds,  if 
not  thousands,  of  internal  Web  sites,"  predicts  Steve  Jobs, 
chairman  and  CEO  of  NeXT  Computer.  Not  coincidentally, 
NcXT's  latest  incarnation  is  as  an  Internet  company.  Jobs 
has  given  a  Web  spin  to  his  object-oriented  development 
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technology  and,  presto,  now  offers  a  series  of  products  called 
WebObjects.  These  include  a  tool  to  hook  Web  sues 
into  databases. 

Database  honchos  are  taking  direct  aim  at  Internet  com- 
panies. "We  think  the  Web  server  will  become  part  of  the 
database, "  says  Kllison.  lie  describes  Netscape's  Web 
server  technology  as  "very  thin."  "We  think  we're  going  to 
blow  their  doors  off  in  Web  servers,"  he  boasts.  No  wonder 
Ellison  is  an  evangelist  of  the  $500  Internet  device.  Not  only 
is  he  selling  a  browser  and  an  operating  system  to  load  into 
these  trinkets,  but  be  is  positioning  Oracle  to  profit  hand- 
somely from  serving  them. 

In  cast.'  database  suppliers  needed  to  toss  down  an\  more 


gauntlets  al  each  Other,  Ellison's  Netscape  threat  flies  straight 
in  Informix's  direction,  lint  Informix  chairman  Phil  White 
says  thai  rather  than  compete  against  Netscape,  Informix  is 
partnering  with  it — in  a  kind  of  keirctsu  to  defeat  giant 
Oracle.  In  February,  Netscape  agreed  to  bundle  its  servers 
with  tools  and  Informix  databases. 

Add  to  all  this  proliferation  of  Internet-driven  content  some 
ol  (he  recent  advances  in  data  warehousing  and  data  mining, 
and  a  shift  at  least  as  profound  as  the  long-running  move  from 
flat  files  to  relational  databases  seems  to  be  under  way. 

LAUNCHING    SPATIAL  DATA 

One  of  the  largest  applications  of  new  tangled  database  use 


SETTING  UP  IS  HARD  TO  DO:  Data 


Ross  Pi  RCH  coiior  l  Mort 
Mcyerson  of  Perot  Systems 
once  boasted  that  he  had  hired 
a  technology  expert  from  the 
pac  kaged  food  industry  who 
"knew  where  every  hag  of  pota- 
to chips  was  in  the  country." 

In  a  comparable  feat,  Wal- 
Mart  Stores  has  discovered  that 
I  ie<  iple  who  conic  into  its  stores 
on  'Thursdays  to  buy  I  higgles 
tend  to  purchase  19  addition- 
al Hems.  Thursday's  beer  buy- 
ers, however,  buy  only  beer.  So 
every  Thursday,  I  higgles  are 
on  sale,  luring  consumers  to  fill 
their  shopping  carts  and  make 
the  cash  registers  whirl.  Wal- 
Mart  even  changes  its  floor 
layout  to  ensure  that  shop- 
pers bump  into  the  1  9  popu- 
lar products. 

Such  are  the  ramifications 
of  what  boils  down  to  a  funda- 
mental and  usually  complex 
technology — the  database.  Vir- 

tUall)  e\  er\  liusmess  pi  ne  ess 

draws  on  one.  Trans  World 
Airlines  vice-president  of  rev- 
enue management  Marilyn 
I  toppe  muses,  "My  life  is  data." 
1  loppe,  in  charge  of  revenue 
management,  does  nothing  less 
than  set  ticket  prices  for  about 
800  daily  TWA  departures.  Like 
her  industry  counterparts,  she 
relies  on  databases. 

But  data  alone,  while  use- 
ful, is  only  part  of  the  equation. 
As  Aetna  Life  &  Casualty's 
chief  technologj  officer,  R. 
Max  Could,  points  out,  "We 
have  massive  aniounis  of  data. 
But  whether  we  ha     n  issive 


amounts  of  information  is  an- 
i  ii  lu  r  question." 

Database  suppliers  today 
say  their  products  can  turn  a 
harvest  of  raw  data  into  a  bril- 
liant Beaujolais  of  market 
analysis,  customer  trends  and 
new  revenue. 

The  catalyst  of  this  exciting 
fermentation  is  a  slew  of  tcch- 


bases  (see  mam  story),  OLAP 
and  warehousing  and  mining 
are  very  much  the  present. 

Data  mining — extracting 
information  from  a  database  to 
spot  trends — lets: 
■  National  Car  Rental  know 
the  precise  number  of  auto- 
mobiles to  hold  tor  late-book- 
ing, high-paying  travelers. 


The 

benefits  are  high,  but  the 
time  to  get  there  and  the  costs  along 
the  way  can  be  mind-boggling. 


nologics  with  some  rather  un- 
exciting names:  data  ware- 
housing, data  mining  and 
online  analytical  processing 
(OLAP).  These  tools  are  in- 
tended to  help  businesses  turn 
data  upside  down  and  inside 
out,  providing  complex  views 
from  different  business  per- 
spectives as  quickly  as  possible. 
Sybase  vice-president  Dennis 
McK.voy  notes  the  company 
can  avoid  die  "query  from  hell" 
that  involves  scanning  through 
SO  million  records.  If  the 
Internet  is  the  future  of  data- 


■  Delta  Air  Lines  makes  sense 
ol  what  Mark  Sold,  director  of 
revenue  management,  says  can 
be  as  mam  as  700,000  industry- 
wide U.S.  airfare  changes  every 
three  hours. 

■  Long  John  Silver's  detect 
consumer  buying  patterns, 
which  the  company  hopes  in 
turn  will  boost  fish  consump- 
tion in  a  competitive  market. 

But  does  all  this  whi/b.ing 
database  stuff  work?  More  to 
the  point,  does  it  make  a  dif- 
ference? Tor  all  its  Huggies 
wizardry,  Wal-Mart  reported 


an  uncharacteristic  dive  in  earn- 
ings for  the  fourth  quarter  of 
1995.  Couldn't  its  data  ware- 
house have  foreseen  a  slow  hol- 
iday season?  Did  the  cost  of  its 
system  materially  undermine 
its  finances? 

Much  of  what  works  or 
doesn't  work  begins  with  set- 
ting up  a  data  warehouse  in  the 
first  place.  Simply  put,  ware- 
houses are  compendiums  of 
data  drawn  from  multiple, 
older  computer  systems.  They 
are  constructed  such  that  data 
can  now  be  stored  and  accessed 
in  ways  that  aren't  bounded  by 
strict  relational  tables  and  rows. 
But  mining  tools  cannot  work 
their  magic  until  the  warehouse 
is  in  place. 

And  that's  a  challenge.  The 
problem  facing  most  large 
companies  today  is  that  data 
usually  resides,  well,  every- 
where. Accounting  has  one 
database,  manufacturing  an- 
other, and  that  goes  for  cus- 
tomer support,  inventory  and 
human  resources,  too.  Smart 
database  use  means  somehow 
either  tying  these  together  or 
combining  them.  A  company 
needs  to  know  what  each 
department  is  doing  in  order 
to  make  key  pricing  and 
purchasing  decisions. 

\\  fiat's  more,  despite  all  the 
headlines  in  recent  years  about 
relational  databases  from  Or- 
acle, Sybase,  Informix  and  [BM, 
many  large  companies  still 
house  old-style,  flat-file  main- 
frame databases.  And  while 
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comes  from  NASA.  The  space  agency  has  hired  Hughes 
Information  Technology  Systems  to  set  up  a  massive  envi- 
ronmental monitoring  program. 

NASA's  plan  calls  for  satellites  and  earth  stations  to 
deliver  more  than  a  terabyte  of  data  every  day  to  hierarchi- 
cal databases  on  Earth.  The  cumulative  data  will  eventual- 
ly multiply  to  a  petabyte,  which  is  1,000  times  a  terabyte.  A 
scrubbed  version  of  the  data  will,  in  turn,  make  its  way  to  a 
couple  of  other  databases  for  analysis.  That's  where  the  fun 
really  starts. 

One  of  those  databases,  Informix's  Illustra  object- 
relational  database,  will  permit  "spatial"  queries  and 
analysis,  according  to  Robert  Horrigan,  project  manager  for 


FIRMS  SPIN  OWN  WEBS 


Intranet, 


Electronic  Data  Systems, 
which  is  working  for  Hughes 
on  the  project.  In  other  words, 
information  could  be  stored 
and  accessed  according  to  the 
locations  it  describes.  The 
database  will  offer  up  satellite 
photo  images  and  measure- 
ments. If  environmentalists 
wanted  to  compare  carbon 
dioxide  levels  within  a  certain  latitude,  longitude  and  alti- 
tude with  another  "polygon"  of  space,  they  could  easily  do 
so.  The  Illustra  database  relies  on  technology  to  make  the 
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Warehouses  Do  Not  Grow  on  Trees 


these  databases  can  reliably 
store  a  world  of  bits  and  bytes, 
they  cannot  slice  and  dice  data. 

For  Hoppe  at  TWA,  tapping 
legacy  data  has  been  a  source 
of  incredible  frustration. 

Hoppe  took  over  TWA's 
revenue  management  last  tall, 
after  leaving  a  similar  post  at 


America  West  Airlines.  Her 
job:  to  crank  up  revenue 
through  savvy  pricing  and  pro- 
motions, maximizing  how 
much  passengers  spend  on 
each  individual  flight.  To  do 
that,  she  needs  to  pull  data 
from  a  variety  of  databases, 
including  databases  for  sched- 


MARKET  SHARE 

Oracle  held  a  wide  lead  in  1995  in  the  $3.5  billion  worldwide 
market  for  RELATIONAt  DATABASES  AND  TOOLS  on  the  Unix, 
NetWare,  Windows  NT  and  OS/2  operating  systems: 


Oracle 

37.8% 

Sybase 

16.1 

Informix 

13.8 

Computer  Associates 

9.0 

Microsoft  (SQL  Server) 

3.3 

IBM  (DB2) 

2.8 

Progress 

2.6 

Intersystem 

0.9 

VMark 

0.9 

Hewlett-Packard 

0.7 

Other 

12.2 

But  mainframe  databases  are  still  widespread, 

so  IBM  remained 

the  leader  in  the  $26.7  billion  world  market  for  ALL  DATABASES 

AND  TOOLS*.  Computer  Associates'  mainframe  reveals  its  rank- 

ing as  number  four.  Microsoft  also  figured  prominently  because 

of  its  "personal"  database  products: 

IBM 

12.8% 

Oracle 

9.0 

Microsoft 

8.8 

Computer  Associates 

4.8 

Sybase 

3.5 

Informix 

2.5 

Lotus 

1.7 

Hewlett-Packard 

1.6 

Compuware 

1.5 

SAS  Institute 

1.4 

Other  (150  companies) 

52.4 

'  All  tools  on  all  platforms 
Source:  International  Data  Corp. 


uling,  reservations,  pricing, 
booking  and  frequent  fliers, 
among  others. 

Hoppe  expected  TWA's  old, 
disparate  systems  to  be  dis- 
jointed, but  things  are  worse 
than  she  had  anticipated. 

"I  can't  move  as  fast  as  I 
had  hoped  to  until  I  get  the 
data  I  need,"  she  says.  Hoppe 
wants  to  repeat  her  success  at 
America  West,  where  she  says 
she  generated  $84  million 
in  her  first  12  months.  But, 
she  notes,  "I  need  data  to  get 
that  revenue." 

The  point  is,  data  ware- 
houses don't  grow  on  trees. 
They  have  to  be  created  in 
the  first  place.  That's  where 
data  conversion  projects  often 
bog  down. 

Boeing  has  found  that  to  be 
the  case,  as  it  builds  what  it 
calls  a  single  source  of  prod- 
uct data  to  support  its  reengi- 
neered  company. 

"A  major  part  of  the  reengi- 
neering  is  the  data  conversion," 
says  Kjell  Carlsen,  manager  of 
distributed  systems  and  infor- 
mation integration  for  Boe- 
ing's Information  &  Support 
Services  Group.  "It's  just  a  lot 
of  hard  work." 

Harder,  in  fact,  than  he  had 
expected.  Boeing  began  con- 
verting legacy  data  into  an  Or- 
acle format  a  year  and  a  half 
ago.  "We  have  plenty  of  work 
left  to  do,"  he  declares.  "First, 
you  have  to  have  a  common 
agreement  on  semantic  defin- 
itions of  elements  of  data.  At 


mm 

the  lowest  level,  you  have  to 
agree  on  a  part  number.  At  a 
higher  level,  you  have  to  agree 
on  what  the  concepts  are,"  he 
explains,  noting  that  Boeing  is 
using  object  technology  for  a 
"meta"  layer.  Meta  layers  con- 
tain data  about  data. 

United  Parcel  Service  also 
took  some  lumps  when  it  set 
up  an  Oracle  data  warehouse 
at  its  data  center  in  Mahwah, 
N.J.  The  warehouse  sits  on  a 
large  Hewlett-Packard  server 
drawing  from  several  main- 
frame databases.  The  data  is 
used  by  50  market  analysts  at 
UPS  headquarters  in  Atlanta. 

Building  the  UPS  warehouse 
"was  more  work  than  we  had 
anticipated,"  recalls  Use  Lefas, 
manager  of  data  warehouse  de- 
velopment. She  explains  that 
no  tools  exist  to  carve  up  the 
data  by  category  during  the  set- 
ting-up stage.  "You  need  to  do 
that  by  hand." 

Still,  Lefas  and  UPS  mar- 
keting representative  Rich 
Kasprak  say  the  warehouse  has 
served  them  well.  It  helped  the 
company  decide  to  reorganize 
its  salespeople  around  cus- 
tomer types  rather  than  by 
geographic  area. 

—  M.H 
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data  easily  accessible  by  its  pertinent  geography. 

Database  vendors  seem  just  as  intent  on  advancing  spa- 
tial technology  as  they  do  on  making  video,  audio,  text  and 
graphics  strides.  Informix,  Sybase,  Oracle  and  Computer  As- 
sociates all  vied  tor  the  NASA  project,  knowing  that  the  win- 
ner would  gain  a  glitzy  showcase.  After  all,  some  environ- 
mental scientists  have  taken  to  calling  the  project  "The 
Database  of  the  Century."  Independent  researchers  and  uni- 
versities will  have  access  to  it.  For  those  less  given  to  hype, 
the  project  is  also  known  as  the  Earth  Observing  System 


TRAINS  AND  BOATS  AND  PLANES 

Scanning  the  Database  for  the  High-Roiling,  Late-Booking  Passenger. 


If  someone  tries  to  tell  you 
that  data  manipulation  isn't 
rocket  science,  think  twice. 

Some  of  the  same  algo- 
rithms that  have  guided  space- 
crafts to  Mars  and  warheads 
to  their  targets  are  helping 
travel  industry  companies 
mine  their  databases  for 
clues  on  how  much  mon- 
ey travelers  are  willing 
to  spend. 

A  couple  of  former 
rocket  scientists,  Ren- 
wick  Curry  and  Donald 
Garvett,  with  advanced 
MIT  and   NASA  back- 
grounds sit  at  the  mission 
control  of  these  efforts. 
Both  men  once  made 
their  living  designing 
space  shuttle  navigation 
systems.  Curry's  work- 
also  helped  navigate  the 
Mariner  Mars  probes 
in  1965,  and  Garvett 
helped  develop  U.S. 
missile  navigation  systems 
in  the  1970s. 

But  Curry  and  Garvett  are 
now  known  as  revenue  man- 
agement experts  and  are  ply- 
ing their  trade  at  separate 
travel  industry  consulting  firms, 
(lurry  is  principal  scientist  at 
Atlanta-based  Aeronomics,  and 
Garvett  is  vice-president  of 
SH&E  in  New  York  City. 
Clients  like  Delta  Air  bines, 
1 1  i  I  ton  I  lotels  and  National 
Car  Rental  come  to  them  for 
advice  on  setting  prices. 

Mathematics  can  help  ex- 
plain one  of  consumerism's 
biggest  mysteries:  wildl)  fluc- 
tuating airline  prices.  Bv  ap- 


plying Curry's  and  Garvett's 
revenue  management  formu- 
las to  a  collection  of  histori- 
cal and  current  airline  data, 
their  airline  clients  can  con- 
stantly set  and  reset  fares. 
They  can  calculate  which 
combination  of  prices, 


of  forces  that  can  throw  a 
missile  off  course  is  like 
the  plethora  of  factors  that 
affect  a  traveler's  purchas- 
ing decisions. 

"If  a  rocket's  going  to  the 
moon,  there  are  some  uncer- 
tainties associated  with  grav- 
itational fields  and  other 


promotions  and  seat 
classes  will  best  assure 
that  all  flights  are  fully  booked 
with  maximum  revenue  over 
the  next  year.  (Ditto  for  the 
pair's  hotel,  rental-car  and 
cruise-ship  customers.) 

Airlines  can  charge  the 
most  when  a  customer  makes 
a  last-minute  reservation.  The 
idea  of  revenue  management 
is  to  figure  out  exactly  how 
many  seats  to  hold  open  for 
the  premium  payer,  and  still 
have  a  fully  booked  plane 
at  takeoff. 

Both  Curry  and  Garvett 
agree  that  the  vicissitude 


forces  acting  on  a  spacecraft, 
like  the  spacecraft's  own 
thrust,"  says  Curry.  "Mea- 
suring the  position  has  a  lot 
of  uncertainties  associated 
with  it.  The  idea  was  to  get 
the  best  possible 
forecast  based  on 
all  of  these  un- 
certainties, and 
then  doing  some- 
thing about  it." 

Garvett  fin- 
ishes the  thought. 
"In  airlines,  it's 
anyone's  guess 
how  many  people 
will  fly  on  which 


flights  at  what  price.  As 
you  filter  more  information, 
you  come  up  with  a  better 
estimate." 

And  "filtering"  is  exactly 
the  science  they  apply.  Both 
Garvett  and  Curry  employ  al- 
gorithms  that   pass  data 
through  sifters  until 
insights  emerge.  This 
method  dates  back 
to  the  Kalman 
filter  both  used 
as  rocket  scientists. 
Invented  bv  mathemati- 
cian Rudy  Kalman  in 
1960,  this  filter  is  widely 
used  to  this  day  in  space 
endeavors.  Curry  describes 
the  Kalman  filter  as  "esti- 
mating the  state  of  a  dy- 
namic process  based  on 
noisy  measurements  or  un- 
certain measurements." 

Garvett  notes  that  using 
the  Kalman  filter  on  their 
databases  has  helped  airlines 
improve  their  historically 
slim  margins. 

"If  you  can  get  one  extra 
passenger  on  10%  of  your 
flights,  you  could  be  making 
millions  of  dollars,"  he  savs. 

— M.H. 
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GLOSSARY 


Data  Information  System,  or  l-OSDIS.  \'  \S  \  hire 
Sybase  to  run  the  massive,  but  less  glamorous 
relational,  tabular  portion  of  the  proj- 

e  e  t 
Sybase  was 
the  early  win- 
ner in  spatial  data,  but  Illustra 
won  a  much  larger  spatial  piece  in  round  two. 

Vendors  are  touting  the  immense  implications  of  spatial 
data  technology.  Informix's 
vice-president  of  marketing, 
Steve  Sommer,  notes  that  data 
derived  from  the  NASA  project 
and  others  like  it  could  help 
find  oil  and  mineral  reserves, 
or  identify  sources  of  pollu- 
tants. Oracle  senior  vice- 
president  Jerry  Held  says 
builders  and  insurance  com- 
panies can  use  spatial  data  to 
make  decisions  related  to  nat- 
ural hazards.  In  an  Informix 
promotional  video,  Morgan 
Stanley  &  Co.  vice-president 
Harry  Mandell  says  he  plans 
to  use  an  Illustra  DataBlade 
to  improve  risk  management. 
Blades  can  store  information 
by  derivative  type,  currency 
type,  interest  rates  and  time, 
he  notes. 


HOLY  SCROLLERS 

Vendors  in  the  database  in- 
dustry are  living  proof  that 
you  win  some  and  you  lose 
some.  IBM  may  have  been  a 
nonfactor  in  NASA's  EOSDIS 
project.  But  IBM  got  plenty  of 
attention  when  the  pope  de- 
cided it  was  time  to  do  some- 
thing about  those  150,000 
fading  manuscripts  sitting  in 
his  Vatican  basement  and  dat- 
ing back  to  the  time  of  the 
Dead  Sea  Scrolls. 

IBM  is  busy  scanning  the 
manuscripts  into  a  DB2  data- 
base, storing  images  of  the 
manuscripts  exactly  as  they 
now  appear.  Later,  IBM  will 
apply  its  "extender"  tech- 
nology, which  is  similar  to 
Illustra's  object-relational 
technology.  Scholars  will 
then  be  able  to  run  complex 
searches  and  cross-references 
of  manuscripts  by  top- 
ic,   paper   (continued  mi  page  S6) 


ABSTRACT  DATA  User-defined  data  type 
supported  by  object-oriented  programming; 
can  be  anything  from  text  and  numbers  to 
shapes,  sounds,  colors,  videos,  etc. 

CLIENT/SERVER  An  architecture  in  which  a 
client  (PC  or  workstation)  requests  infor- 
mation from  a  server  (local-area  network 
file  server,  mini  or  mainframe).  The  server 
contains  databases  and  processes  requests 
from  the  client. 

DATA  MINING  A  method  of  extracting  use- 
ful information  from  databases  by  using 
software  capable  of  combing  through  data, 
recognizing  patterns,  spotting  trends  and 
giving  companies  access  to  hard-to-get  data. 

DATA  REPLICATION  Enables  user  to  make 
changes  to  data  and  duplicate  those  changes 
to  the  original  database,  so  information  is 
kept  up-to-date. 

DATA  WAREHOUSING  Process  of  combining 
large  amounts  of  data  from  various  sources 
within  a  business  into  one  large  database. 

HOLOGRAPHIC  DATA  STORAGE  A  tech- 
nology still  in  the  labs.  It  uses  lasers  and 
crystals,  rather  than  a  magnetic  medium,  to 
store  bits  and  bytes  in  holograms.  Augurs 
reduction  in  physical  space  because  it 
promises  higher  storage  densities  than  mag- 
netic storage;  promises  shorter  seek  times. 

INTRANET  A  system  of  World  Wide  Web 
servers  used  as  communication  centers  with- 
in an  organization. 

MASSIVELY  PARALLEL  PROCESSING  A  sys- 
tem running  hundreds  or  thousands  of 
processors,  each  attached  to  its  own  mem- 
ory. Increases  throughput  and  fault-toler- 
ance and  reduces  the  time  needed  to  solve 
problems,  resulting  in  extremely  high  lev- 
els of  computer  performance. 

META  DATA  A  layer  of  information  in  a  data- 
base that  describes  the  information  in  the 
database.  Commonly  referred  to  as  "data 
about  data." 

SCALABILITY  The  ability  to  accommodate 
growth  in  a  database  system  with  minimal 
change  in  current  procedures. 

SPATIAL  DATA  Information  stored  and 
fetched  according  to  where  it  exists  in  the 
real  three-dimensional  world. 

SQL  (STRUCTURED  QUERY  LANGUAGE)  Lan- 
guage used  to  define  the  structure  of  a  re- 
lational database  in  terms  of  tables,  rows 
and  columns. 

-Lee  C.  Patterson 
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LARRY  ELLISON 

SAMURAI  INTERVIEW 


A  FEW  YEARS  AGO,  ORACLE 
founder  Larry  Ellison  might 
have  dressed  you  down  like 
a  wet  schoolboy  if  you  had 
dared  to  call  him  the  samurai 
warrior  of  soft- 
ware. Today  he 
wields  his  audac- 
ity like  a  weapon. 
Whether  it's 
$500  computers 
tapping  so-called 
universal  data- 
bases or  dissing 
rivals,  Ellison  has 
something  to  say. 
Mark  Halper  and 
Forbes  ASAP  edi- 
tor Rich  Karl- 
gaard  recently 
stopped  by  Elli- 
son's San  Fran- 
cisco Pacific  Heights  home  and 
got  a  big  earful. 
ASAP:  Even  assuming  that  all 
the  Internet  hype  is  true,  why 
is  a  good  database  company 
like  Oracle  interested  in  it? 
ELLISON:  Because  data  is  data. 
Now,  Internet  data  is  a  little 
bit  different  from  the  data  in- 
side a  company.  Internet  data 
is  overwhelmingly  text,  or  un- 
structured data. 

Typically,  large  companies 
don't  put  large  amounts  of  text 
inside  a  relational  database. 
They  put  accounting  records 
and  inventory  inside  a  rela- 
tional database,  but  not  books, 
catalogs,  manuals,  data  sheets. 
Now  the  Webiias  emerged, 
along  with  Intranets  inside  of 
companies,  as  a  wonderful  ve- 
hicle to  store  and  distribute 
this  kind  of  information. 

So  let's  have  one  data- 
base— a  text  database  and  a  re- 
lational database  and.  oh,  by 
the  way,  we  think  video  is  real 
important,  too. 
ASAP:  Presumably  not  at 
employees  can  watch  Gone  -rah 
the  Wind. 


You  think  every- 
one will  start 
their  day  with  the 
Netscape  logo? 

No  way.  Not 
going  to  happen. 


ELLISON:  Movies-on-demand 
are  such  a  lousy  application  of 
network  computing.  What's 
really  important  are  training 
videos.  We  spend  10  times  as 
much  money  on 
education  as  on 
movies  in  this 
country. 

ASAP:'  Why  are 

you  so  down  on 
Netscape? 
ELLISON:  I  think 

their  stuff  is  very, 
very  thin.  We  can 
blow  their  doors 
off  with  our  ser- 
ver technology. 
Right  now  their 
real  value  is  based 
on  Web  browsers 
that  take  you  to 
the  Netscape  home  page.  No 
one  will  tolerate  that.  You  think 
everyone  will  start  their  day 
with  the  Netscape  logo?  No 
way.  It's  not  going  to  happen. 
ASAP:  Why  not? 
ELLISON:  Because  when  you 
have  major  Internet  service 
providers — and  there  will  be 
major  Internet  service 
providers — they  will  make  sure 
that  the  browser  starts  on  their 
home  page,  not  Netscape's. 
Then  what  has  Netscape  got? 
ASAP:  Well,  a  $5  billion  mar- 
ket cap  for  one.  What  should 
Netscape  be  buying  with  their 
inflated  currency? 
ELLISON:  Real  estate,  tankers 
of  oil  at  sea. 

ASAP:  You're  being  funny.  In 
other  words,  since  you  think 
their  business  model  is  hope- 
less, you  would  tell  them  to 
quickly  diversify  into  a  mutu- 
al fund. 

ELLISON:  I  would  use  those 
funds  and  that  inflated  stock  to 
buy  anything  I  could. 
ASAP:  How  about  America 
Online? 

ELLISON:  C'mon.  AOL  is  ridicu- 


lous. Club  Med  on  the  Web. 
ASAP:  Mmmm.  Let's  get  back 
to  the  $500  hollowed-out  PC. 
ELLISON:  It's  not  a  hollowed- 
out  PC!  It's  better  in  every  way. 
It's  faster  than  a  PC.  Much  bet- 
ter video  and  audio  than  a  PC. 
It's  dramatically  easier  to  use. 
ASAP:  Your  good  friend  Andy 
Grove  calls  it  a  "boyish  dream." 
ELLISON:  My  good  friend  Andy 
Grove  does  not  believe  that. 
ASAP:  That's  exactly  what  he 
told  us! 

ELLISON:  In  December?  Let  me 
say  that  Andy  Grove  today  is  a 
believer  in  network  comput- 
ing. His  enthusiasm  is  fright- 
ening. Maybe  you  misun- 
derstood what  he  meant. 
Machine-powered  flight  was 
a  boyish  dream,  so  in  that 
sense  Andy  is  right.  It's  a 
boyish  dream  that  will  take 
wing.  And  he  is  certainly  in- 
vesting in  it.  We  will  have 
Intel  versions  of  the  NC  [net- 
work computer]  by  the  end  of 
the  year — guaranteed. 
ASAP:  In  corporate  America, 
there  is  near  saturation  of  PCs 
today.  How  does  the  NC  get 
through  the  corpo- 
rate door? 
ELLISON:  Let  me  ask 
you  a  question.  Did 
the  PC  replace  the 
mainframe?  Clearly, 
the  answer  is  no.  The 
NC  won't  replace  the 
PC,  either.  But  ulti- 
mately there  will  be  a  lot  more 
NCs  than  PCs.  The  NC  is  digi- 
tal teleconferencing.  It's  a  PDA. 
It's  a  game  machine.  There  are 
a  lot  of  odd  devices  floating 
around  that  are  all  their  own 
unique  software  architecture. 
No  standard  PDA.  No  standard 
game  machine.  No  standard 
teleconferencing.  No  standard 
e-mail  machine.  My  mom  has 
to  go  out  and  install  Windows 
95  and  resolve  the  conflict  be- 


tween different  protocols  and 
cards — and  for  what?  So  that 
she  can  send  e-mail  to  her 
grandson?  It's  very  bizarre. 
Everyone  should  get  e-mail. 
Everyone  has  a  fax  now,  so  why 
shouldn't  everyone  have  an  e- 
mail  machine?  Don't  you  think 
an  e-mail  machine  would  be 
useful?  God,  I  think  so! 
ASAP:  Your  enthusiasm  is  not 
shared  by  a  certain  company 
in  Seattle. 

ELLISON:  My  friends  in  Seattle 
have  an  absolute  monopoly  on 
things  today.  If  you  had  an  ab- 
solute monopoly,  what  would 
you  think  of  anything  that 
threatened  that  monopoly? 
Those  with  the  most  have  the 
most  to  lose.  Let  me  quote  my 
dear  friend  Nathan  Myhrvold. 
He  said  about  Oracle's  plans  to 
build  an  NC:  "They're  lying." 
L-Y-I-N-G.  That's  what  he 
said.  But  then  Bill  Gates  comes 
along  and  says,  "We're  going 
to  do  one,  too,  if  there  is  a  mar- 
ket for  it."  There's  confusion 
up  there!  You  have  this  idiot, 
Nathan  Myhrvold,  telling 
everybody  that  we're  lying.  And 
then  you  have 
Bill,  who  thinks 
maybe  it's  a  good 
idea.  It's  clear 
why  Bill  is  run- 
ning the  compa- 
ny and  Nathan  is 
still  doing  inter- 
active TV. 
ASAP:  Now  wait  a  minute. 
You  can't  blow  off  Microsoft 
so  easily.  They're  success- 
ful, they  have  money,  they're 
smart.  They... 

ELLISON:  Excuse  me.  Smart? 
What  do  you  mean  by  smart? 
ASAP:  That  Microsoft  is  smart 
is  rather  self-evident.  Brilliant, 
we  would  add. 

ELLISON:  Bill  Gates,  brilliant? 
Really?  Uh-huh  [Ellison  laughs 
for  several  seconds! .  Let  me 
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start  by  saying  that  intelligence, 
like  love,  is  one  of  those  words 
that  have  no  real  meaning.  Let 
me  leave  it  there.  I  think  Bill  is 
a  very  bright  guy,  but  I  don't 
think  his  strength  is  in  his  in- 
tellect at  all.  It's  in  his  relent- 
lessness.  Bill  is  indefatigable 
about  thinking  something 
through  to  a  solution  that  prof- 
its Microsoft.  It  is  that  intel- 
lectual endurance  that  singles 
him  out  far  more  than  his  com- 
putational capacity.  There  are 
lots  of  bright  guys  in  this  world. 
ASAP:  If  you're  right,  and  the 
NC  takes  off,  where  does  that 
leave  Microsoft? 
ELLISON:  Microsoft  will  have 


to  start  lowering  its  prices. 
There  is  no  way  they  can  jus- 
tify charging  $500  for  Microsoft 
Office  and  then  keep  charging 
customers  on  an  annual  basis. 
ASAP:  One  thing  that's  out  of 
your  control  is  communica- 
tions. What  happens  if  the 
phone  and  cable  companies  fail 
to  deliver  a  broadband  highway 
during  your  window  of  tech- 
nological lead  over  Microsoft? 
ELLISON:  Well,  thank  God  for 
local-area  networks.  The  net- 
work computer  works  beauti- 
fully on  LANs.  We've  figured 
out  how  to  make  it  work  on 
plain  old  28.8  modems.  We'd 
love  to  have  more  bandwidth 
for  less  money.  We  think  the 
current  telecom  bill  helps  that. 
But  even  without  the  telecom 
bill,  we've  got  the  LAN. 

By  the  way,  I  have  one  com- 
plaint about  the  telecom  bill. 
Explain  to  me  why  ABC,  owned 
by  Disney,  needs  free  spec- 
trum! Excuse  me.  Are  these 
guys  broke?  Am  I  missing 
something?  Appalling!  ■ 
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The  Internet  Just  Got  REAL 

Real  opportunities.  Real  commerce.  Real  control.  With  SmartGATE™ 
We're  changing  business  on  the  Internet.  Your  business. 

SmartGATE  technology  lets  you  take  command... 
by  providing  a  completely  secure  environment  for 
all  types  of  transactions  across  the  "Net". 
SmartGATE  is  mobile.,  because  it's  user-based. 
.And  SmartGATE  is  cost  effective.. .because  it 
works  with  your  existing  technology. 

Translate  that  into  increased  opportunities. 

And  increased  profits. 

There's  lots  of  talk  about  the 
Internet,  but  until  now,  it 
wasn't  the  kind  of  business 
resource  it  should  be. 
Until  SmartGATE. 

It's  time  to  GET  REAL 
on  the  Internet. 
With  SmartGATE. 


TM 


SmartGATE 


V-ONE  Corporation 

1803  Research  Boulevard,  Suite  305,  Rockville,  MD  20850 
301.838.8900  •  301.838.8909  fax  •  http://www.v-one.com 
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Open  Network  Environment 


RANKED  #1 
IN  HIGH  TECH 


T.  Rowe  Price  Science  &  Technology  Fund  has  been  successful  at 

identifying  dynamic  opportunities  in  this  field.  The  fund  is  ranked  #1  of 
14  science  and  technology  funds  since  its  inception  (9/30/87)  through 
12/31/95,  according  to  the  Lipper  Science  and  Technology  Funds  Average* 
To  select  companies  with  the  most  promise,  each  is  carefully  evaluated 
based  on  both  its  financial  strength  and  its  products. 

Of  course,  the  risks  of  investing  in  this  field  are  commensurate  with 
its  rewards.  As  with  any  stock  fund,  there  will  be  price  fluctuation. 
$2,500  minimum  ($1,000  for  IRAs).  100%  no  load. 


Call  24  hours  for  a  free  report  and  prospectus 

1-800-541-6157 


Invest  Willi  Confidence 

T.Rowefirice 


'life 


*Source:  Lipper  Analytical  Services,  Inc.,  which  ranked  the  fund  #1  out  of  14,  #i  out  of  IS.  and  #4  out  of  35  science 
and  technology  funds  based  on  the  total  returns  for  the  since  inception,  5-year,  and  1-year  periods  ended  12/31/95, 
respectively  Past  performance  cannot  guarantee  future  results.  Investment  return  and  principal  value  will  vary  and 
shares  ma\  he  worth  more  or  less  at  redemption  than  at  original  purchase.  Request  a  prospectus  with  more  complete 
information,  including  management  lees  and  other  charges  and  expenses  Read  it  care  full;  before  you  invest  or  send 
mone\  T  Rowe  Price  Investment  Sen  ices.  Inc  .  Distributor  STF030526 


(continued frnm page  >>')  texture,  ink  type,  color  or  other  factors, 
notes  [BM's  general  manager  of  software  solutions,  Steve 

Mills. 

The  Vatican  has  not  vet  decided  exactly  how  it  wants  to 
take  advantage  of  the  content.  "The  Vatican  has  a  level  of 
patience  on  these  projects  that  few  of  us  understand,"  Mills 
says.  "They  think  in  terms  of  centuries."  Meanwhile,  IBM 

is  applying  its  DB2 
extenders   in  other 
large-scale  projects. 
Among  them:  a  Li- 
brary of  Congress  ini- 
tiative to  sort,  store 
and  provide  access  to 
its  two  centuries  of 
original  manuscripts, 
photographs,  maps, 
recordings  and  mo- 
tion pictures. 


New  Focus  A  data  warehouse  lets  UPS 
reorganize  its  salespeople  around  customer 
types  rather  than  by  geographic  area. 


HUGE   MARKET,    HUGE  FIGHT 

The  vicious  competitiveness  among  database  companies — 
often  likened  to  Godzilla  and  Rodan — is  only  intensifying 
over  these  new  technology  battlegrounds. 

Sommer  describes  Oracle's  claims  that  it  now  supports 
multiple  data  types  as  "a  load  of  bull."  Oracle  is  promoting 
"universal  server" — tabular,  text,  video,  sound,  spatial — as  a 


feature  of  its  most  recent  database,  Oracle7  Release  7.3.  But, 
says  the  Informix  vice-president,  Oracle  started  mentioning 
universal  data  only  after  Informix  acquired  Illustra  and  be- 
gan lauding  its  database  technology. 

Informix  chairman,  White,  adds  that  Oracle  requires  a  dif- 
ferent "engine"  for  audio,  video  and  spatial  elements. 

"Poppycock,"  says  Oracle's  president  of  worldwide  oper- 
ations, Ray  Lane,  who  questions  Informix's  ability  to  inte- 
grate Illustra  technology  into  the  Informix  relational  data- 
base. Most  industry  observers  agree  that  combining  1.5  million 
lines  of  Informix  code  with  1  million  lines  of  Illustra  code  is 
a  tall  order,  given  Informix's  plan  to  ship  a  combined  prod- 
uct by  the  end  of  the  year.  White  boasts  about  his  "dream 
team"  of  architects  and  engineers.  Precisely  the  point,  says 
Oracle:  It  will  take  a  dream  team  to  pull  off  the  job.  In  the 
meantime,  this  month,  Informix  plans  to  offer  a  less  elegant 
"gateway"  that  ties  together  Informix  and  Illustra  databases. 

The  integration  will  take  place  while  Informix  and  Illus- 
tra live  through  the  transition  pains  that  go  along  with  any 
merger,  making  the  task  all  the  more  challenging.  "Mergers 
usually  don't  work,"  concedes  Williams,  the  president  of 
Illustra.  Nevertheless,  he  is  confident  that  this  one  will. 

Universal  data  is  hardly  the  only  category  triggering  a 
rhetorical  cross  fire  between  the  vendors.  Informix  likes  to 
claim  a  technological  lead  for  its  databases,  which  run  on 
parallel  processors,  essentially  a  series  of  computers,  each 
with  its  own  microprocessor  and  memory,  all  tied  together. 


PAC  BELL:  DINOSAUR  SPOTTED 

IN  THE  DIGITAL  AGE 


Ol.D  M  VJNFR  VMF  -S  I  Yl  I  data- 
bases sure  are  reliable.  But 
whether  they  serve  customers 
well  is  another  story.  Case  in 
point:  Pacific  Bell. 

The  San  Francisco-based 
RR(  X  has  outdated  databases 
.mil  systems  that  can  spell  trou- 
ble tor  customers  seeking 
billing  or  service  information. 
If  the  customer  has  forgotten 
his  or  her  telephone  number, 
Pac  Bell  sen  ice  representatives 
sometimes  cannot  fetch  the  cus- 
tomer's records.  Names  do  not 
count.  Pae  Bell  is  working  hard 
to  correct  that  flaw.  The  corn- 
pan)  knows  that  such  poor  ser- 
vice just  won't  cut  it  in  a 
deregulated  era  when  cable 
companies  and  long-distance 
carriers  are  hanging  at  the  door. 

This  has  frustrated  Pac 
Bell's  marketing  managers  and 


customers  for  a  long  time 
Pacific  Bell  has  more 
200  legacy  databases,  and  a 
spelled  name  or  address 
in  one  of  those  data- 
bases can  wreak  hav- 
oc on  the  work  flow, 
says  Donna  Coggan, 
an  executive  director. 
Work  orders  can  fall 
out  of  the  system  as 
they  attempt  to  flow 
from,  say,  a  customer- 
order  system  to  a 
work-order  system. 
Hoping  to  correct  the  ' 
problem,  Pae  Bell  has 
about  35  initiatives  un- 
ci er  way. 

Pac  Bell  is  not  with- 
out some  fancy  new  gear 
in  other  departments, 
however.  Elke  Sommer, 
a  marketing  project  man- 


ager, heads  a  team  that  watch  - 
than  es  for  changes  in  customer  call- 
mis-  ing  patterns,  which  can  signal 
defections  to  a  competitor.  An 
intelligent  data  system  keeps 
track  of  a  cus- 
tomer's six- 
week  rolling 
usage,  and  then 
alerts  a  sales 
rep  to  any 
anomalies.  If 
the  rep  learns  of 
a  sudden  drop  in 
use,  she  calls  and 
tries  to  win  the 
customer  back 
with  a  new  deal. 

If  creating  an 
intelligent  sys- 
tem sounds  like  a 
job  for  Oracle  or 
Sybase,  guess 
again.  Sommer's 


group  is  using  a  product  from 
a  tiny  Creenbrae,  Calif,  com- 
pany called  Visual  World.  The 
seven-processor  Pentium  serv- 
er that  houses  the  Visual  World 
system  connects  to  a  Pac  Bell 
mainframe  in  San  Diego  to  re- 
trieve customer  records.  But 
Visual  World  makes  far  more 
use  of  the  mainframe  data  than 
does  the  mainframe. 

Pac  Bell  hopes  the  Visual 
World  system  staves  off  defec- 
tions by  Pac  Bell  customers  not 
only  to  other  traditional  phone 
carriers,  but  also  to  cable  and 
broadcast  companies  now  free 
to  compete  for  phone  service. 

Coggan  says  that  as  compe- 
tition heats  up,  Pac  Bell  will  have 
to  slay  the  technological  beast 
that's  causing  the  company's 
slow-footedness. 

M.H. 
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Don 't  make  another  decision 
until  you  check  with  the  Bramwelh! 


•  If  you  knew  the 
Bramwells,  you'd  know 
a  lot  about  the  lifestyles 
of  young  families.  And 
if  your  business  were 
kickballs,  your  decisions 
would  be  better  informed. 
Because  no  matter 
what  business  you  're 
in,  better  customer 
knowledge  results  in 
better  business  decisions. 
Which  is  the  best  reason 
to  do  business  with  us. 
Our  decision  support 
systems  bring  the 
customer  knowledge 
you  need  to  drive  your 
business,  to  your  desktop. 

•  Whether  yours  is  a 
publishing  or  financial 
company  trying  to 
reduce  attrition  and 
maximize  customer 


value,  an  insurance 
company  attempting 
to  reduce  risk  and 
speed  claims  processing, 
a  retail  chain  that 
wants  to  improve 
service  and  increase 
customer  loyalty,  or  a 
direct  marketing 
organization  looking 
for  higher  response 
rates  and  lower  customer 
acquisition  costs, 
we  can  provide  the 
knowledge  you  need  to 
make  better,  customer- 
focused  decisions. 


•  We  start  by  enriching 
your  internal  customer 
databases  with  external 
InfoBase"  information, 
transforming  them  into 
an  integrated  customer 
knowledgebase.  The  data 
warehouses  we  build 
make  this  knowledge 
available  enterprise-wide. 
Our  software,  tools  and 
services  make  it  easily 
accessible  from  desktop 
PCs.  And  our  long 
experience  has  resulted 


in  industry  models  that 
enable  you  to  imple- 
ment systems  that  suit 
your  needs  precisely. 
Quickly. 


Customer-focused 
decision  support.  From 
Acxiom.  The  best  way  to 
get  to  know  the  Bramwells 
. . .  and  their  friends. 


To  Learn  More,  Call... 

1-800-922-9466 

AQCIOM 

the  knowledge  to  drive  your  business 


Acxiom  Corporation 
301  Industrial  Boulevard,  P.O.  Box  2000,  Conway,  AR  72033-2000 
Email:  into@aaiom.com 


DATABASE  COMPANIES  TO  WATCH 


Relational  databases  are 
ideal  for  processes  that  are  list 
oriented  and  transactional,  such 
as  bank  accounts  and  sales 
prospects ...  Queries  are  based 
on  data  types,  such  as 
numbers,  characters  and 
dates,  making  relational 
systems  easier  to  use  but 
unable  to  support  abstract 
data ...  Major  players  are 
Oracle,  Sybase,  Informix, 
IBM,  Computer  Associ- 
ates and  Microsoft ...  Or- 
acle remains  the  leader 
with  37.8%  of  the  $3.5  billion 
worldwide  market  for  relational 
databases  and  tools...  In- 
formix's high-end  servers  are 
seen  by  some  as  the  best  buy, 
because  of  their  scalability, 
which  is  the  ability  to  work  well 
even  when  a  database  is  very 
large,  such  as  those  used  for 
data  warehousing.  Other  hot 
high-end  servers  used  for  data 


warehousing  include  those 
made  by  Red  Brick  Systems, 
which  eliminated  transaction 
support  in  favor  of  making 
queries  go  10  times  faster... 


Diversification  is  the  key  in  this 
market...  Revenue  should  not 
come  from  relational  market 
alone,  but  from  other  sources, 
such  as  tools  and  applica- 
tions ...  Market  leaders  without 
diversification  are  getting  it  by 
acquiring  smaller  vendors. 

Object-oriented  databases 
are  considered  highly  flexible, 
but  at  the  same  time  very  com- 


plicated and  not  as  efficient  as 
relational  databases  for  high- 
speed transactions ...  Can  mod- 
el complex  data  relationships, 
such  as  network  management 
for  phone  companies ...  Used  in 
transportation,  aerospace,  phar- 
maceutical and  other  industries 
that  need  to  manage  complex, 
abstract  data ...  Object  Design 
is  the  leading  vendor  in  this 
database  market ...  Provides 
high-performance  support  for 
C++  programmers ...  Has  a 
strong  relationship  with  IBM, 
which  has  licensed  and 
embedded  Object  Design's 
technology  into  several  IBM 
products ...  Versant  Object 
Technology  has  been  success- 
ful targeting  telecommunica- 
tions companies  and  network 
management ...  Objectivity  sells 
mostly  to  OEMs  (original  equip- 
ment manufacturers)  and  con- 
centrates on  the  CAD  (comput- 


er-aided design)  market ...  Oth- 
er players  include  GemStone, 
02,  ADB,  Poet,  Ontos  and 
Hewlett-Packard. 

Object-relational  databases 
combine  support  for  abstract 
data  types  with  the  SQL  (Struc- 
tured Query  Language)  used  in 
relational  databases ...  Emerg- 
ing as  an  option  for  supporting 
multiple  data  types,  including 
images,  text,  video  and  tabu- 
lar ...  Ideal  for  insurance  com- 
panies (combining  photos  with 
financial  and  textual  informa- 
tion) and  geographical  infor- 
mation systems  (integrating 
maps  with  business  databas- 
es) ...  Illustra,  recently  acquired 
by  Informix,  is  the  leader  in  this 
hybrid  database  market ...  Oth- 
er players  include  UniSQL, 
Omniscience  and  Fujitsu. 

—  Lee  C.  Patterson 

Sonn  e*:  Donald  DePahia,  Forrester  Research; 
Steve  McChire,  IDC;  Paul  King.  Infoscape. 


As  the  power  of  chips  like  Intel's  Pentium  Pro  and  various 
RISC  (reduced  instruction  set  computing)  microprocessors  in- 
creases, users  can  save  money  by  slapping  together  PCs  and 
workstations  that  are  cheaper  than  mainframes  or  large  servers. 
But  that  holds  true  only  if  software  adapts  well  to  these  par- 
allel schemes. 

Lane  bristles  at  the  suggestion  that  Informix  is  out  in  front 
in  parallelism.  "We  probably  have  a  50-to-l  edge  over  them 
in  experience,"  says  Lane.  "We've  been  doing  this  for  years. 
They're  in  the  hype  stage."  Oracle  certainly  values  it:  CEO 
Larry  Ellison  owns  a  piece  of  NCube,  a  maker  of  parallel- 
computing  hardware. 


Even  Sybase's  president  and  CEO,  Mark  Hoffman,  takes 
a  swipe  at  Informix,  claiming  Sybase  databases  run  efficiently 
and  therefore  require  fewer  processors. 

Those  are  gutsy  words,  especially  coming  from  the  CEO 
of  a  company  that  took  a  financial  dive  in  1995  because  its 
Sybase  SQL  Server  10  database  gained  the  reputation  for 
not  "scaling"  well  when  several  processors  were  involved. 
Sybase  says  it  has  now  solved  that  problem  with  its  latest 
relational  database,  Sybase  11. 

MAKING    IT   EASY   FOR  USERS 

And  then  there  is  the  Internet.  The  database  companies  have 


STOCK  LIST  DATABASE  VENDORS 


Company  Exchange  Symbol  52-wk  Hi       52-wk  Lo  Feb.  1 

Close 


Shares  Out  Market  Cap  EPS 
(millions)  (Smillions) 


1995  Sales  Market  Cap:  PE  ratio 
(Smillions)        Sales  Ratio 


Informix 
Oracle  Nasdaq 
Sybase  Nasdaq 


IFMX 
ORCL 
SYBS 


34.38 
49.63 
45.75 


16.56  31.25  134.6  4,205 

28.00  50.13  434.6  21,785 

19.86  34.00  766.0  2,604 


0.76 
1.08 
•0.28 


709 
3,479 
957 


5.9 
6.3 
2.7 


41.1 
46.4 
-121.4 


OTHERS 


Computer  Assoc. 
IBM 

Microsoft 


NYSE 
NYSE 
Nasdaq 


CA  71.50 
IBM  114.63 
MSFT  109.25 


36.91 
75.13 
62.75 


69.38 
114.75 
96.50 


241.6 
568.7 
592.3 


16,764  -0.54  3,196 

65,261  10.48  71,540 

57,158  2.89  7,419 


5.2  -128.5 
0.9  10.9 
7.7  33.4 


itelligent  Questions  for  serious  investors 
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CUSTOMER/DATA  FEEDBACK  LOOPS 

Focus  on  Individuals,  Not  Market  Segments.  By  Don  Peppers  and  Martha  Rogers 


Until  recently,  the  com 
puter's  impact  on  business  was 
measured  mostly  in  terms  of 
speed  and  conve- 
nience. Computers 
first  automated  rou- 
tine processes  such 
as  accounting  and 
payroll,  inventory  manage- 
ment, and  production.  Later, 
more  sophisticated  technol- 
ogy led  many  businesses  to 
"reengineer"  these  work 
processes  to  do  things  differ- 
ently, with  fewer  personnel, 
or  not  do  them  at  all. 

That's  not  the  end.  Con- 
tinually declining  information 
processing  costs  and  rising 
computational  power  now 
mandate  a  transformation  in 
the  way  businesses  compete  for 
customers  as  well. 

Traditionally,  product- 
centered  competition  uses 
research  to  see  what  prospec- 
tive customers  want  in  a  prod- 
uct. By  examining  sample 
customers,  a  company  gleans 
the  needs  of  the  majority. 
After  developing  products 
that  deliver  these  benefits,  the 
company  advertises  them  to 
potential  customers. 

But  this  model  is  now  in 
decline.  Computers  are  already 
changing  companies  into 
genuinely  customer-centered, 
rather  than  product-centered, 
businesses.  They'll  help  deliv- 
er individualized  products  and 
services  to  each  customer,  based 
on  their  feedback. 


Customer-centered  mar- 
keting works  because  the 
microchip  makes  it  possible 
to  integrate  the 
three  most  impor- 
tant functions  that 
sustain  a  business: 
market  information, 
communication  with  cus- 
tomers and  production. 

The  new,  customer- 
centered  dynamic  of  one-to- 
one  marketing  is  as  follows: 

Information:  You're  my  cus- 
tomer. I  know  you  individual- 
ly, see  how  you  differ  from 
other  customers  and  remem- 
ber everything  about  your  re- 
lationship with  me. 

Communication:  Tell  me 
what  you  want.  Give  me  feed- 
back on  how  well  I'm  doing. 

Production:  I  can  make  a 
product  to  your  specifications. 
Then  I  ask  for  feedback 
and  add  your  suggestions 
to  my  database. 

This  customer  feed- 
back loop  renders  obso- 
lete nearly  every  sacred 
marketing  principle  and 
establishes  a  new  dy- 
namic of  competition 
based  on  competing  for 
one  customer  at  a  time. 
No  longer  is  a  mar- 
keter confined  by  con- 
sumer attitudes,  brand  prefer- 
ences or  even  competitive 
product  comparisons.  No 
longer  must  a  marketer  survey 
potential  customers,  statisti- 
cally projecting  the  results  to 


a  larger  population.  Instead, 
the  customer  and  the  business 
have  redefined  what  it  means 
to  participate  in  a  commercial 
relationship:  I  know  you;  you 
tell  me  what  you  want;  I  make 
it.  What  could  be  simpler? 

Although  it  sounds  new, 
one-to-one  marketing  has  been 
around  as  long  as  civilization. 
Before  the  Industrial  Revolu- 
tion, a  craftsman  remembered 
each  customer.  His  customer 
told  him  what  he  wanted;  the 
craftsman  made  it.  Interactiv- 
ity. Customization.  Database 
marketing — the  only  difference 
was  that  the  craftsman  carried 
the  database  in  his  head.  This 
model  applied  not  just  to  craft- 
ed products,  but  to  services. 

Toy  am  a  no  Kusuri  is  a  way 
of  doing  business  in  Japan. 
This  business  approach,  used 
primarily  by  medical  supply 


c  o  m  - 

panies,  works  on  an 
automatic  replenishment" 
basis.  A  customer  receives  a 
medicine  cabinet  filled  with 
medicines  that  might  be  use- 
fid  for  a  variety7  of  sicknesses. 
Periodically  a  salesman  stops 


by,  opens  the  medicine  cabi- 
net and  charges  the  customer 
for  whatever  supplies  have 
been  used  since  the  last  visit — 
similar  to  the  way  a  hotel  room 
minibar  works. 

The  salesman  is  careful  to 
write  down  the  medicines  each 
household  consumes,  entering 
this  information  into  the  Toya- 
ma  no  Kusuri  customer  data- 
base. Based  on  the  medicines 
a  family  has  used,  the  salesman 
may  even  make  recommenda- 
tions for  other  kinds  of  cures 
and  medicines  tried  by  other 
households  with  similar  ill- 
nesses. 

Toyama  no  Kusuri  began  as 
a  way  of  doing  business  in 
1750.  And  if  you  have  already 
guessed  that  this  strategy  is  still 
practiced  with  the  descendants 
of  families  it  acquired  as  cus- 
tomers nearly  250  years  ago, 
you  understand  the  tremen- 
dous competitive  power  of 
one-to-one  marketing. 

Today,  as  information  tech- 
nology allows  us  to  remember 
our  customers  individually, 
interact  with  them  and  cus- 
tomize their  products,  every 
business  will  return  to  this  style 
of  highly  personalized,  one-to- 
one  marketing. 

Don  Peppers  is  president  of  marketing  1:1.  a 
Stamford,  Conn.,  management  consulting  firm 
Martha  Rogers,  Ph.D..  isti  founding  partner  in 
marketing  11  and  a  professor  of  telecommuni- 
cations at  Bowling  Green  (Ohio)  State  Univer- 
sity. They1  are  the  coauthors  ofTht  ( )ne  to  ( )ne 
Future:  Building  Relationships  One  Cus- 
tomer at  a  Tune  (Currenty/Doubleday,  1 993). 


all  put  a  premium  on  two  areas:  tying  their  databases  into 
Web  sites  and  providing  tools  for  writing  what  Sybase 
senior  vice-president  Dennis  McEvoy  calls  "jazzy"  applica- 
tions. These  applications  not  only  draw  on  the  database,  but 
they  also  include  multimedia  elements.  Imagine  a  singing 
spreadsheet.  The  point  is,  fancy  video  and  audio  features 
will  not  be  confined  to  a  Web  page.  They  will  start  appearing 
in  application  programs. 

Companies  from  all  walks  of  technology  life,  like  Jobs's 
NeXT,  are  racing  to  make  these  links  possible.  Small  tool 
vendo:  like  Spider  Technologies,  Bluestone  and  Edify  are 
among  them.  Software  giant  Computer  Associates  has  added 
a  Web-gea     I      cct  technology  called  Jasmine  to  its  data- 


base repertoire. 

Most  vendors  agree  that,  for  the  time  being,  the  battle 
will  be  fought  in  the  Intranet  arena.  Oracle  provides  a  good 
example.  As  a  Web  user,  it  has  hundreds  of  internal  Web 
sites,  but  no  more  than  10  outwardly  pointing  Web  servers, 
according  to  Ellison. 

As  alluring  as  all  this  new  technology  is,  database 
vendors  must  not  get  blinded  by  the  light.  Spatial  graphics 
delivered  over  the  Internet  may  be  impressive,  but  it  has  to 
have  a  purpose. 

As  Neil  Weintraut  of  Hambrecht  &  Quist  observes,  "If 
Wells  Fargo  says  we  have  a  great  picture  of  you,  but  we  can't 
balance  your  checkbook,  you're  going  to  be  pissed."  ■ 
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It's  every  score. 

It's  every  stat. 

It's  every  story. 

It's  the  color  of  Sports. 

Every  day. 


It's  Tinseltown. 
It's  hometown. 
It's  emerging  trends  in  education. 
It's  the  picture  of  good  health. 

It's  a  colorful  Life. 
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Tim  Berners-Lee 


"The  world  wide  web  is  not  about  connections 
and  cables  and  PCs,"  says  Tim  Berners-Lee,  his 
fingers  forming  a  steeple  in  front  of  his  mouth. 
He  clips  off  his  rapid  delivery,  and  from  beneath 
a  tangle  of  thinning  blond  hair  you  can  almost  hear 
the  synapses  in  his  brain  firing.  "The  Web  is  where 
people  who  can't  physically  sit  next  to  each  other 
can  meet  to  share  their  hopes  and  dreams.  It's  our 
global  village." 

Such  idealism  sounds  almost  corny  when  con- 
misted  with  today's  image  of  the  Web 
as  a  high-tech  carnival  midway,  hawk- 
ing everything  from  Pepsi  to  politi- 
cos.  But  if  the  Web  has  arrived  with 
the  flash  of  an  overhyped  Hollywood 
starlet,  its  creator,  Berners-Lee,  most 
certainly  has  not.  The  slender,  40- 
year-old  British  scientist  is  as  thought- 
ful and  obscure  as  the  Web  is  splashy 
and  pervasive.  On  a  warm  fall  afternoon,  he  is 
dressed  simply  in  khakis  and  a  black  polo  shirt.  His 
small  office  at  MIT's  Laboratoiy  for  Computer  Sci- 
ence is  sparse:  bare  walls,  a  small  round  table,  and 
a  broad  desk  dominated  by  two  large  computer 
monitors,  both  as  gray  and  lifeless  as  Mr.  Spock. 

The  man's  simplicity  belies  the  extraordinary 
reach  of  his  creation.  Without  the  Web,  few  out- 
side the  defense  and  academic  communities  would 
care  about  the  Internet,  which  buzzed  for  two 
decades  before  becoming  an  overnight  sensation. 
There  would  be  no  Web  addresses  splashed  across 
ads.  No  salivating  venture  capitalists.  No  instant 
Web  millionaires. 

The  idea  for  the  Web  began  percolating  in 
Berners-Lee's  mind  while  he  was  at  the  CERN  par- 
ticle physics  laboratoiy  in  Geneva.  There  he  thrived 
on  the  freewheeling  discussions  that  bloomed  at  a 
coffee  and  pastry- table.  Berners-Lee  wanted  to 
bottle  this  serendipity.  In  1980  he  created  Enquire, 
a  software  program  that  used  hypertext  links  to 
represent  "random  associations."  Enquire  was  the 
conceptual  template  for  the  World  Wide  Web 
software  that  Berners-Lee  designed  in  late  1990. 
He  built  the  prototype  using  the  NextStep  oper- 
ating system  from  Steve  Jobs's  brainchild,  Next 
Computer.  The  software  allows  programmers  to 
easily  reuse  chunks  of  code,  which  he  says  was  es- 
sential to  the  Wei)'-  development.  He  put  his  cre- 
ation on  the  Net  the  following  year,  where  it  ex- 


ploded like  fireworks  across  a  summer  night's  sky. 

But  while  others  have  reaped  billions  from  the 
Web,  Berners-Lee  has  received  only  accolades. 
Does  it  bother  him?  He  says  no.  He  once  consid- 
ered marketing  his  software,  but  scrapped  those 
plans  for  fear  that  the  Web  would  fragment  into 
incompatible  versions.  "A  vendor-neutral  forum 
was  essential  for  it  to  intemperate  globally," 
Berners-Lee  says.  "If  I  tried  to  cash  in,  there  might 
never  have  been  a  Web  as  we  know  it." 

Big  dreams  are  in  his  blood.  His 
parents  were  mathematicians  who 
helped  design  the  first  commercially 
sold  computer — the  Ferranti  Mark  1  — 
in  England  in  the  early  1950s.  Their 
home  was  an  intensely  cerebral  envi- 
ronment where  "we  discussed  imagi- 
nary numbers  over  breakfast." 

In  September  1 994  he  came  to  MIT 
to  guide  the  World  Wide  Web  Consortium.  The 
organization,  which  includes  more  than  120  com- 
panies hoping  to  spin  gold  out  of  the  ether  of  cy- 
berspace, helps  guide  the  Web's  frenetic  growth. 
"The  Web  is  like  an  adolescent,"  Berners-Lee  says. 
"You  can't  control  it,  yet  you  can't  trust  it  entire- 
ly to  fend  for  itself."  Despite  such  metaphoric 
thoughts,  he  keeps  his  mind  on  the  practical;  a 
handheld  wireless  Web  browser  tops  his  wish  list. 

To  counterbalance  his  fears  that  the  Web  is 
in  danger  of  moving  from  promising  social  ex- 
periment to  slick  electronic  shopping  mall,  he  de- 
lights in  digging  into  its  oddest  corners.  One  fa- 
vorite site  contains  a  video  of  engineers  at  Purdue 
University  using  liquid  oxygen,  the  fuel  employed 
in  rocket  engines,  to  speed  the  lighting  of  bar- 
becue charcoal  (http://ghg.ecn.purdue.edu).  In 
terms  of  releasing  energy,  this  is  the  equivalent 
of  throwing  a  live  squirrel  into  a  room  with  50 
Labrador  retrievers.  "There's  some.seriously  stu- 
pid behavior  out  there,"  says  Berners-Lee  with  a 
guilty  grin. 

He  confesses,  however,  that  he  doesn't  browse 
his  brainchild  much  anymore.  He  would  rather 
spend  a  free  afternoon  tumbling  with  his  two  young 
children  or  windsurfing  in  New  Hampshire.  "The 
Web  was  always  a  tool,  never  an  obsession,"  he 
says.  "I'm  very  much  in  love  with  the  real  world. 
And  often,  at  the  end  of  the  day,  that's  where  you'll 
find  me."  — James  Duly 
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TECH  INVESTING 

REALLY  IS  DIFFERENT. 

SOME  SUCCEED.  HERE'S  HOW. 


It's  January  20th,  a  snowy  Saturday  afternoon.  I  am 
just  getting  comfortable  in  my  window  seat  on  the 
American  Airlines  flight  out  of  JFK  to  San  Francisco. 
A  fortyish  fellow  takes  the  aisle  seat,  plopping  a  thick 
pile  of  papers  and  annual  reports  on  the  floor.  My  eye 
spots  the  Apple  Computer  logo  on  several  folders. 

After  orange  juice  and  nuts,  my  seatmate  asks  what  I 
do.  Magazine  editor,  I  say — and  you?  "I  run  a  small  fund. 
Name's  Orin  McCluskey.  I'm  a  value  investor — you 
know,  Graham,  Buffett,  Price,  that  sort  of  thing."  How 
big  a  fund?  "About  $3  million,"  says  Orin.  "Just  getting 
started  with  family  money  until  I  build  a  track  record. 
Used  to  be  a  lawyer.  I  like  this  better.  Two  years,  36% 
return  compounded.  Pretty  good,  heh?" 
What  takes  you  to  San  Francisco? 
Orin's  face  reddens.  "This,"  he  says, 
bending  over  to  grab  an  Apple  annual 
report  from  the  floor.  "A  fifth  of  my  fund 
is  in — this."  He  smacks  the  annual  report 
hard  with  the  back  of  his  hand. 

I  can't  resist  the  next  question.  "What's 
your  average  price  on  Apple?"  Orin  looks 
at  me  soulfully  and  lets  out  a  long  breath.  "Thirty-eight 
dollars.  Seven-hundred-thousand  dollars  of  my  fund  in 
Apple  at  $38.  Smart,  huh?"  Suddenly  looking  very  lost, 
Orin  hunches  his  shoulders,  sinks  down  in  the  seat,  fin- 
gers his  beer.  "Tell  me  the  truth.  Am  I  screwed?" 

Now  for  the  rest  of  the  story:  Turns  out  Orin 
was  flying  to  San  Francisco  to  catch  Apple's 
annual  shareholder  meeting.  Where,  accord- 
ing to  the  Wall  Street  Journal,  this  same  Orin 
McCluskey  stood  up  and  shouted  from  the  back  of  the 
room,  "Mr.  Spindler,  it's  time  for  you  to  go!"  A  nice 
Frank  Capra  touch,  which  brought  down  the  house. 

I  like  Orin.  A  Yalie,  well  read,  a  marathon  runner, 
interested  in  politics.  Too  liberal  for  my  taste  (he  was 
once  a  Mario  Cuomo  aide).  But  give  Orin  credit  for  tak- 
ing his  Apple  dunk  with  courage  and  irony. 

As  I  write  this  preface  to  our  cover  story,  Apple  is 
bobbing  in  the  high  20s.  Spindler's  out,  Amelio's  in, 
young  men  in  Seattle  are  laughing  so  hard  the  Rainier 
Ale  is  coming  out  of  their  noses.  And  Orin  is  still  won- 


The  best  technology 
investors  get  down 
and  go  native  with  the 
nerds.  Even  to  the 
point  of  looking  and 
talking  like  them. 


dering  what  went  wrong.  Orin's  a  smart  guy,  not  at  all 
reckless.  But  buying  Apple  at  $38?  Is  he  truly  screwed? 

wbl  A  m  ith  computers  and  communications  remak- 
H  jBL  King  the  world  at  shocking  speed,  you'd  have 

VWin  be  Nc<l  Ludd  not  to  buy  shares  of  compa- 
W  Wnies  inventing  our  future.  During  the  next  20 
years,  the  Third  Wave  will  be  the  place  to  surf.  You  know 
that.  Still,  you  worry  (quite  rationally)  that  on  any  ran- 
dom day  your  inspired  selection  of  technology  stocks, 
like  Orin's  dive  into  the  Apple  barrel,  could  turn  sour. 

So  the  question  is  this:  Can  you,  the  individual,  beat 
the  volatile  technology  stock  game?  Can  you  consistently 
outpace  the  S&P  by,  say,  10  points?  Is 
anyone  doing  it?  What  methods,  habits 
and  secrets  combine  to  produce  annual 
returns  of  2  5  %  or  better?  Will  the  infor- 
mation age  offer  up  its  own  Warren  Buf- 
fett? Can  you  avoid  Orin's  fate? 

The  answer  to  all  the  above  is  yes.  In 
the  following  pages,  we  won't  recommend 
a  single  stock  or  sector.  Rather,  we'll  let 
you  meet  the  experts  who  pick  winners  successfully,  year 
in  and  year  out.  From  cover  boy  Chip  Morris  of  T.  Rowe 
Price's  Science  &  Technology  Fund  ...  to  Hal  Kellman, 
who  has  averaged  28.8%  returns  for  the  past  10  years 
while  running  a  small  fund  out  of  his  home. 

Not  surprisingly,  it  turns  out  there  are  methods  and 
habits  that  produce  success.  We'll  insist  you  read  the 
story,  but  here's  one  hint  of  what  you'll  learn:  The  best 
technology  investors  get  down  and  go  native  with  the 
nerds.  Even  to  the  point  of  looking  and  talking  like  them. 

As  for  Orin,  I  talked  to  him  the  other  day.  He  was 
feeling  good.  The  Sunday  New  York  Times  reported  that 
his  outburst  at  the  Apple  shareholder  meeting  had  "gal- 
vanized" the  board.  Moreover,  it  had  abruptly  ended 
the  joyride  of  board  chairman  A.C.  "Cowlings"  (or  rather, 
"Mike")  Markkula  and  his  beleagured  CEO,  Michael 
Spindler.  Just  today,  Orin  said  giddily,  CNBC  had  called 
for  an  interview.  He  was  famous. 

And  buying  more  Apple,  at  $27.  "It's  coming  back. 
It's  gonna  be  like  Harry  Truman  in  1948." 

— Rich  Karlgaard 


Growth-Market  Gurus  Top  left  to  bottom  right:  Al  Frank,  Chip  Morris,  Hal  Kellman,  Mike  Murphy,  Roger 
McNamee  and  John  Powell  (double  portrait),  Fred  Hickey,  Steve  Quickel,  Henry  Weingarten  and  Lorna  Meyer. 
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T.  ROWE  PRICE'S  CHIP  MORRIS  STARTS  HIS 
RESEARCH  IN  THE  COMPANY  PARKING  LOT. 


Most  days  Charles  "Chip"  Morris  is  not  at  his 
downtown  Baltimore  desk,  even  though  he  runs 
one  of  the  country's  biggest  mutual  funds,  T. 
Rowe  Price's  Science  &  Technology  Fund. 
Fueled  by  a  potion  of  cranberry  and  orange  juice — and  lots 
of  adrenaline — Morris  is  out  infiltrating  the  industry,  see- 
ing firsthand  what  he  ought  to  buy  and  sell. 

Morris,  33,  has  been  one  of  technology's  fastest- 
moving  investors  since  he  took  over  the  management  of 
the  $2.5  billion  fund  in  mid- 1991.  His  hyper  pace  has  paid 
off:  For  the  past  seven  years,  STF  has  been 
the  only  technology  fund  to  beat  the  S&P 
500  every  year.  The  fund's  annual  rate 
of  return,  compounded,  has  averaged  33.6%.  Last  year, 
STF  returns  were  up  almost  55.5%. 

Morris's  success  is  traced  to  one  basic  tenet:  "You  don't 
learn  anything  in  the  office,"  he  says.  Instead,  the  fast- 
talking,  quick-witted  Morris  believes  in  getting  personal 
with  technology  companies,  engineers  and  executives.  He 
travels  obsessively,  combing  the  country  for  companies 
that  fit  his  vision  of  the  way  technology  is  moving. 

Thanks  to  his  fund's  massive  asset  base,  Morris  can  buy 
stocks  when  they  suit  his  game  plan,  not  when  they  are 
bargain  priced.  He'll  buy  at  the  top  of  the  market,  the  bot- 
tom, and  in  between,  to  weight  his  portfolio  the  way  he 
wants.  "I  am  not  a  momentum  player  and  I'm  not  a  value 
investor,"  he  says.  "I  just  make  sure  that  my  core  holdings 
are  companies  that  have  a  sustainable  outlook  for  the  next 
18  to  36  months." 

To  find  core  holdings,  Morris  visits  with  500  com- 
panies a  year.  Unlike  visits  by  Wall  Street's  more 
buttoned-down  investors,  Morris's  are  less  formal. 
Sure,  he  meets  a  company's  top  brass,  but  then  he 
hangs  out  in  the  parking  lot  (to  see  if  it  fills  up).  He  watch- 
es employees  come  (on  time?  late?)  and  go  (right  at  five 
o'clock?).  And  he  cozies  up  to  junior  managers  to  get  their 
perspective. 

"It's  critical  to  meet  people  face  to  face,"  Morris  says. 
"It's  one  thing  to  have  people  come  tell  you  how  it  is,  it  is 
another  thing  to  go  see  the  place  and  talk  to  people.  The 
folks  that  deal  with  financial  pressure  on  an  ongoing  basis — 
CFOs  and  CEOs — have  a  fine  filter  on  what  they'll  tell  you. 
The  best  information  comes  from  engineers,  marketing 
and  product  development  people.  These  people  know 
enough  to  tell  you  things  that  are  important,  but  they  don't 
know  enough  not  to  tell  you." 

Morris  resembles  his  mentor,  Roger  McNamee,  who 
ran  the  T.  Rowe  Price  fund  from  1988  to  1991.  McNamee 
believed  in  supercharged,  hands-on  research,  and  the  also- 
hyper  Morris  naturally  took  to  McNamee's  style. 

McNamee  also  schooled  Morris  on  the  value  of  invest- 
ing in  themes,  and  clustering  stock  buys  within  them.  The 
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approach  means  distilling  field  research  and  market  insights 
into  categories  that  parallel  how  technology  and  markets 
will  (hopefully)  move.  Then  the  trick  is  to  bet  big — on 
categories.  Morris  is  in  only  about  60  stocks  at  a  time,  but 
none  reaches  more  than  a  4%  or  5%  position. 

One  of  Morris's  current  themes:  considering  "comput- 
ers as  communications  tools,  instead  of  simple  number 
crunchers."  This  cluster  of  stocks  includes  networking  and 
telecom  companies — Ascend  Communications,  3Com  and 
Mobile  Telecommunication  Technologies.  Morris  also 
favors  specialized  chipmakers,  such  as 
Xilinx,  Analog  Devices  and  Maxim  Inte- 
grated Products.  Three  years  ago,  he 
bought  stock  in  Maxim  for  about  $10  a  share.  Last  Decem- 
ber, it  was  trading  at  $30. 

Morris  buys  mid-cap  companies — with  sales  of  $500 
million  to  $5  billion — because  of  their  growth  potential. 
(In  a  $2  billion  portfolio,  fivefold  returns  on  a  small-cap 
company  stock  barely  registers.)  And  while  his  orientation 
is  toward  longer-term  investing,  he  still  turns  his  port- 
folio about  120%  a  year,  usually  reducing  positions  rather 
than  selling  altogether. 

That  strategy  isn't  always  a  winner.  He  owned  a  10% 
position  in  Alantec  and  sold  the  lot  at  $12.  Later,  when  he 
bought  more  stock  in  the  company,  its  shares  had  risen  to 
$20  or  more.  But  his  investment  philosophy  did  protect 
him  from  the  slippage  in  Autodesk's  shares  last  year.  "We 
bought  low  on  negative  news,  and  it  went  up  to  $50.  We 
sold,"  says  Morris.  "Then  it  went  to  $35.  Made  us  look 
pretty  smart." 

Another  slipup:  In  April  1995,  the  database  compa- 
ny Sybase — then  one  of  the  fund's  top-ten  hold- 
i  ings — fell  40%  in  a  single  day.  That  one  day  cost 
m  Morris  no  less  than  $20  million — maybe  more. 
"We  tended  to  ignore  a  bunch  of  yellow  flags,  and  took  a 
torpedo  right  in  the  side  of  the  portfolio,"  he  says. 

But  most  of  Morris's  stock  calls  have  proved  prof- 
itable for  the  150,000  individuals  who  invest  in  the  fund. 
Some  examples:  He  purchased  Ascend  at  an  average  price 
of  less  than  $5;  it  is  now  priced  in  the  $40  range.  He  was 
in  Oracle  in  1992  at  $7  a  share;  late  last  year  it  traded  at 
about  $45. 

For  a  young  guy  who's  so  good,  Morris  could  have  a 
big  ego.  But  he's  too  busy  to  pay  attention  to  the  buzz. 
"In  the  retail  mutual-fund  business,  performance  counts 
the  most.  People  see  you  as  the  numbers  you  generate," 
he  notes.  "There  is  always  a  competitive  spirit  that  says 
you  want  to  be  better.  We'd  rather  be  steady.  But  you 
like  to  outperform  the  averages.  That's  what  I  concen- 
trate on.  I'll  leave  it  up  to  the  rest  of  the  world  to  decide 
if  I'm  charismatic." 

— Evantheia  Scbibsted 
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ROGER  McNAMEE  AND  JOHN  POWELL  NEVER 
MISS  AN  INDUSTRY  EVENT,  AND  NEVER  BUY  A 
STOCK  WITHOUT  TESTING,  TESTING,  TESTING. 


H  A  M  hen  Roger  McNamee  left  Baltimore's  T.  Rowe 
1  Aff  Price  in  1991,  he  was  just  35.  Yet  he  had  accom- 

WV  plished  \\  hat  most  portfolio  managers  dream  of 
W  W  achieving  in  a  lifetime.  He  had  run  T.  Rowe's 
Science  &  Technology  Fund,  producing  stunning  returns. 

Consider  the  numbers:  Morningstar  calculated  that 
McNamee  returned  1 10.84%  to  his  investors  from  1988, 
the  year  he  took  charge  of  the  fund,  until  his  depar- 
ture. Lipper  Analytical  Ser- 
vices placed  the  fund  in  the 
top  3%  of  the  more  than 
1,149  long-term  taxable  funds  it  followed.  Assets  grew 
from  $9.6  million  to  $149.3  million. 

How  to  top  that?  McNamee  and  his  partner,  John 
Powell,  another  T.  Rowe  Price  alumnus,  found  a  way. 

The  vehicle  they  chose  is  Menlo  Park,  Calif.-based 
Integral  Capital  Partners,  their  own  partnership  that  invests 
in  public  and  private  electronics  and  life-science  compa- 
nies. Their  first  $85  million,  five-year,  closed-end  fund 
closed  in  December  1991.  Morgan  Stanley  &  Co.  ponied 
up  its  own  cash  to  become  one  of  Integral's  88  limited 
partners.  The  venture-capital  firm  Kleiner  Perkins  Cau- 
field  &  Byers  also  backed  Integral,  and  other  limited  part- 
ners included  high-technology  executives. 

These  investors  must  be  thrilled.  Between  1991  and 
Dec.  31,  1995,  Integral's  portfolio  was  up  167.6%.  Dur- 
ing the  same  period,  Lipper's  Science  and  Technology 
Index  was  up  97%,  and  the  S&P  500  was  up  only  43.5%. 
In  1994,  Integral  easily  raised  a  second,  $126  million  fund. 

McNamee  and  Powell  have  been  wildly  success- 
ful thanks  to  one  guiding  principle:  They 
immerse  themselves  in  the  industry.  Their 
method  of  investing  is  participatory.  "What 
sets  us  apart  from  other  technology  investors  is  that  we 
hang  out  at  industry  events,"  says  McNamee,  "not  Wall 
Street  events." 

That  means  the  partners  traverse  the  country,  attend- 
ing trade  shows  and  technology  expos.  Mobile  technolo- 
gy— phones,  computers,  pagers  and  other  gadgets — are 
their  stock-in-trade.  "We  play  with  the  products,"  says 
McNamee.  "We  beta-test  everything."  They  get  to  know 
a  company's  CEO  and  talk  to  a  company's  CEO's  lieutenants. 
"Roger  spends  as  much  time  with  a  company's  salesforce 
as  he  does  with  a  CEO,"  says  Powell. 

This  research  leads  the  duo  to  investment  themes,  where 
they  place  big  bets  on  trends  and  product  cycles — before 
others  do.  "Stylistically,  we  describe  ourselves  as  pre- 
momentum  players,"  says  McNamee.  "We  buy  when  the 
insights  we've  gathered  from  our  research  have  real  value." 
Their  themes  have  one  common  emphasis:  products — 
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never  technologies.  "I  don't  focus  on  technology  because 
I'm  not  a  technologist,"  says  McNamee,  "John  and  I  do 
not  have  'double  £s'  [electrical  engineering  degrees]  from 
MIT."  (They  both  have  history  degrees  and  M.B.A.s.) 

So  the  two  partners  generally  do  not  bet  on  companies 
that  make  products  that  weigh  more  than  100  pounds. 
"Too  hard  to  sell,"  McNamee  says.  That  sometimes  means 
Integral  misses  a  market  surge.  When  stocks  of  semicon- 
ductor equipment-makers 
skyrocketed  last  summer, 
McNamee  and  Powell 
watched  from  the  sidelines.  Integral  didn't  own  anything 
in  the  sector. 

Instead,  they  were  loaded  up  on  stocks  that  fit  the  three 
themes  they  have  believed  in  from  Integral's  inception: 
connectivity,  mobility  and  interactivity.  Says  McNamee, 
"Lifestyle  trends  favor  things  becoming  more  mobile, 
interactive  and  connected." 

Within  the  connectivity  theme,  Integral  has  zeroed  in 
on  client/server  software  and  applications  (Oracle  and 
Remedy)  and  on  inter-networking.  Stocks  include  Cisco 
Systems,  3Com  and  Cascade.  In  the  mobility  theme,  their 
perennial  favorite  is  Mtel,  which  makes  the  SkyTel  pager. 
They  are  also  invested  in  Erics- 
son and  Glenayre  Technologies. 

In  interactivity,  Integral 
recently  migrated  toward  com- 
panies delivering  multimedia 
applications  to  the  commercial 
market,  such  as  Silicon  Graph- 
ics. Two  years  ago,  Integral's 
interactivity  stocks  were  nearly 
all  entertainment-related — Elec- 
tronic Arts,  Acclaim  Entertain- 
ment. Says  Powell,  "Stocks  come 
and  go.  The  themes  remain." 

So  far,  McNamee  and  Powell 
have  not  missed  with  their  major 
themes.  But  they  make  plenty  of 
mistakes  on  individual  stocks,  usually  when  Integral  bets 
on  a  stock  during  a  transition  period  for  a  company — and 
the  transition  doesn't  pan  out.  Case  in  point:  Novell.  Inte- 
gral bought  the  stock  in  1994,  after  Novell's  stock  price 
collapsed.  McNamee  believed  that  new  management,  and 
the  unraveling  of  Novell's  merger  with  WordPerfect,  would 
put  the  company  and  its  stock  back  on  track  by  1995.  He 
was  wrong. 

Luckily,  last  year's  bull  market  meant  such  mistakes 
didn't  much  matter.  For  the  year,  both  Integral  partner- 
ships gained  more  than  52%. 

— Evantheia  Schibsted 
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McNamee  and  Powell  rec- 
ommend: companies  in 
client/server  computing,  such 
as  Cisco,  3Com,  Shiva,  Cas- 
cade, Ascend  and  Bay  Net- 
works. On  the  software  side, 
picks  include  Oracle,  Baan, 
Remedy  and  Maplnfo. 

The  partners  also  choose 
semiconductor  stocks:  Xil- 
inix,  Altera,  Sierra  Semi- 
conductor, Telcom  Semicon- 
ductor and  S3. 
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HAL  KELLMAN  IS  A  RARE  "EE"  WHO  PROFITS  BY 
SPOTTING  PRODUCT  BREAKTHROUGHS  FIRST. 


In  1962,  when  computers  were  still  mammoth  machines 
stuffed  with  vacuum  tubes,  Hal  Kellman  was  investing 
in  technology.  He  was,  at  the  time,  a  1 7-year-old  high- 
school  senior,  and  the  money  he  was  investing  was  the 
$1,000  he'd  saved  up  from  a  paper  route.  The  stock  he 
bought:  IBM.  The  amount?  Three  shares.  His  return?  He 
doubled  his  money  in  five  years. 

For  the  last  26  years,  Kellman,  51,  has  been  making 
money  in  tech-investing  pretty 
much  the  same  way:  by  discover- 
ing an  investment  when  it's  a  good 
buy — long  before  it  grabs  the 
fancy  of  Wall  Street.  "I  am  really 
a  public  venture  capitalist,"  Kell- 
man says.  "I  look  for  something 
that  makes  five  times  my  money 
in  five  years." 

Kellman  runs  tiny  hrk  Enter- 
prises, an  investment  service  he 
operates  out  of  his  tri-level  home 
in  Fremont,  Calif.;  his  wife,  Mary, 
is  HRK's  office  manager.  HRK 
invests  $40  million  for  just  12 
clients,  but  they  are  among  the 
most  demanding:  All  are  high- 
technology  executives. 

As  a  private  fund,  hrk's  returns 
aren't  public.  Kellman  says  that  in 
the  last  10  years,  his  compound- 
ed rate  of  return  is  28.8%.  In  April 
1990,  Outstanding  Investor  Digest 
chose  Kellman  as  one  of  the  best 
investors  in  the  country  (other 
picks  included  Warren  Buffett  and  Tiger  Fund's  Julian 
Robertson).  He  lost  money  only  in  1970  (owing  an  over- 
leveraged  portfolio  and  subsequent  margin  calls),  1974  (the 
year  of  a  minicrash),  and  1984  (after  the  birth  of  his  third 
child  in  about  four  years). 

Kellman's  edge  comes  from  his  enthusiasm  for  tech- 
nology— and  his  understanding  of  it.  He  is  truly  a 
techie,  complete  with  a  "double  E"  (electrical  engi- 
neering) degree.  He  even  used  to  wear  a  plastic 
pocket  protector  loaded  with  pens  and  pencils.  A  member 
of  the  Institute  of  Electrical  Engineers  since  he  was  a  col- 
lege student  at  Michigan  Tech,  he  is  an  unassuming — yet 
ubiquitous — presence  at  the  technology  industry's  many 
events  and  conferences.  He  attended  a  trade  show  some  27 
years  ago  in  New  York  City  to  see  Hewlett-Packard's  first 
computers;  he  bought  a  2 1 14  model  in  1969.  "What  I  like 
is  the  lunatic  fringe'  kdhnan  says. 

Kellman  has  a  hard-and-fast  rule  of  owning  a  maximum 
of  35  stocks — he  has  t«  i  el!  one  to  buy  another  he  consid- 


ers "a  comer."  He'll  also  hold  cash.  Last  fall  he  was  30% 
liquid;  he  felt  multiples  were  too  high  to  invest. 

hi  general,  40%  of  his  holdings  are  in  electronics,  includ- 
ing hardware  and  software;  the  rest  is  in  medical  technolo- 
gy, services  and  other  categories.  His  picks  are  based  on  a 
proprietary  computerized  grid  system  he's  developed  over 
25  years.  The  program  allows  him  to  sort  through  the  finan- 
cial of  14,000  stocks  to  get  to  350  that  fall  into  his  baili- 
wick. "Then,  I  start  the  bottom-up 
^  research  to  get  my  35,"  says  Kell- 

man. "I  go  to  customers,  competi- 
tors, suppliers.  I  get  a  feel  for  where 
companies  are  at,  where  they  are 
going,  whom  they  are  going  up 
against."  His  1984  Buick  has 
159,000  miles  on  it,  owing  to  his 
frequent  visits  to  Silicon  Valley. 


H 
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is  snooping  for  new 
technologies  has  led  him 
to  some  great  stock  buys. 
He  found  C-Cube  Sys- 
tem's CL  550  image  coprocessor 
in  1990  at  an  industry  conference. 
In  1994,  C-Cube  went  public,  but 
Kellman  was  there  first.  "I  fol- 
lowed the  company  for  five  years 
before  it  became  a  hot  stock,"  says 
Kellman.  "In  1995,  it  went  from 
$15  to  $95." 

Kellman  discovered  Autodesk 
before  others  did,  too.  Found- 
ing engineers  John  Walker  and 
Dan  Drake  caught  Kellman's  eye  in  1984,  when 
Autodesk  was  still  a  private  company.  Walker  claimed 
that  their  $1,000  AutoCAD  software  could  do  what 
$70,000  workstation  programs  did.  Kellman  liked  the 
idea;  everyone  else  thought  they  were  crazy.  When 
Autodesk  went  public  in  June  of  '85,  Kellman  bought 
at  the  IPO  for  $11  per  share.  Recently,  Autodesk  trad- 
ed in  the  mid-$30s  after  several  splits. 

Kellman  claims  his  portfolio  rarely  suffers  if  he  makes 
a  wrong  move.  He  doesn't  repeat  mistakes  of  the  past — 
overleveraging  his  portfolio,  for  example.  Still,  he  admits 
to  errors  in  judgment:  He  bought  Intel  at  $23.50  at  its  1971 
IPO,  and  after  he  tripled  his  money,  he  sold.  He  bought 
back  in  eight  years  ago. 

But  he  still  has  his  original  Microsoft  shares,  bought  10 
years  ago,  for  an  adjusted  price  of  $1.17  each.  Every  100 
shares,  counting  five  stock  splits,  is  worth  1,800  shares 
today.  At  current  prices,  that  means  returns  are  in  the  range 
of  80  to  1.  Says  Kellman,  "That's  hard  to  beat." 

— Evantheia  Scbibsted 
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Announcing  the 
future  of  trading 


eSchwab 


from  one  of  the 
biggest  names  in  trading. 

e.Schwab™  is  the  new,  state-of-the-art  computerized  trading  service 

that  lets  you  combine  the  two  things  you  need  most  in  your  trading:  a  low 
commission  of  just  $39  for  stock  trades  up  to 
1,000  shares  and  the  confidence  of 


$39  a  Trade 


(click) 


Stock  Commission  Comparison* 

100  Shares 

@  $25  Per  Share 

300  Shares 

@  $25  Per  Share 

1,000  Shares 

@  $25  Per  Share 

e.Schwab 

$39.00 

$39.00 

$39.00 

PC  Financial 
Network 

$40.00 

$80.00 

$140.00 

Fidelity 
On-Line  Express" 

$48.60 

$90.90 

$139.05 

knowing  that  you're  trading  with 
Charles  Schwab. 

e.Schwab  gives  you  a 
higher  level  of  control, 

convenience  and   

capability.  You  can 
access  your  portfolio, 
create  charts  and 


graphs,  and  get  quotes  24  hours  a 
day,  seven  days  a  week. 

At  last,  your  computer 
expertise  has  its  rewards. 


In  this  market,  time  is  money. 
Act  now  and  save  both. 

You  can  get  e.Schwab  software  along  with  one  company 
report,  50  real-time  quotes,  60  minutes  of  access  time  to 
S&P  MarketScope®  and  one  month  of  Reuters®  Money 
Network — a  $140  value.  Just  open  an  account  with  a 
$5,000  minimum  balance  before  September  30, 1996.  Call: 

1-800-e-Schwab  ext.  104 

1-800-372-4922  ext.  104 

http://www.schwab.com 


*  Based  on  a  December  21,1 995,  survey  conducted  by  Schwab.  Commission  rates  surveyed  are  for  stocks  and  may  vary  for  other  products.  Schwab  charges 
a  small  fee  to  register  and  ship  security  certificates. 
©1996  Charles  Schwab  &  Co.,  Inc.  All  rights  reserved.  Member  SIPC/NYSE.  (4/96) 


BUFFETT  FANATIC  AND  NEWSLETTER  EDITOR 
AL  FRANK  FLIES  HIGH  WITH  FALLEN  ANGELS. 


ML  1  Frank  is  the  kind  of  investor  rare  to  technology. 
He's  a  66-year-old  former  education  teacher  who 
■A  lives  in  Santa  Fe,  N.M.  1  le  doesn't  use  comput- 
«  ™  ers  much.  He  doesn't  follow  product  cycles  or 
technical  innovations.  He  doesn't  interview  Larry  Ellison 
or  Bill  Gates  or  traipse  around  trade  shows.  Until  he  was 
50,  he  never  made  more  than  $25,000  a  year. 

But  now  Frank's  wife,  Vicki,  is  shopping  at  Cartier, 
and  his  investment  advice  is 
riding  the  World  Wide  Web. 
Frank's  strategy  for  success:  hyp- 
ing and  buying  high  tech's  fall- 
en angels — companies  Wall 
Street  and  top  money  managers 
cast  aside. 

Frank  is  the  editor  of  the  Pru- 
dent Speculator,  a  monthly  invest- 
ment-advice newsletter  he  es- 
tablished in  1977.  With  partner 
John  Buckingham,  30,  who  joined 
Frank  in  the  1980s,  the  pair  also 
invests  $27  million  for  55  clients 
in  90  separate  accounts.  Frank 
sinks  his  own  dough  into  the 
stocks  suggested  in  the  newslet- 
ter. He  wins  or  loses  with  his 
readers  and  clients. 

The  Hulbert  Financial  Digest, 
a  stock-newsletter  watchdog  pub- 
lication, rates  the  Prudent  Specu- 
lator's model  portfolio  first  in  per- 
formance for  the  last  15  years. 
Frank's  return  for  the  period?  A 
stunning  899.8%,  despite  big  loss- 
es in  the  1987  market  crash.  In  the  last  five  years,  the  port- 
folio's annualized  return  has  been  about  37%. 

Frank  is  a  classic  value  investor.  He  is  a  disciple  of  Ben 
Graham,  the  Columbia  University  professor  who  wrote 
the  investment  bible,  The  Intelligent  Investor,  in  1949.  It's 
the  model  Warren  Buffett  uses. 

Despite  his  current  success,  Frank  didn't  start  out 
I  strong.  In  the  late  1960s,  he  was  teaching  at  UCLA 
when  he  put  $400  in  savings  into  the  Energy  Fund. 
The  fund  had  been  doing  great — until  Frank  got 
in.  He  lost  half  his  money. 

He  started  the  Prudent  Speculator  in  1977.  The  newslet- 
ter chronicled  his  gains  and  mistakes.  "I  meant  it  to  be  a 
sort  of  diary,"  he  says.  "We  were  wrong — still  are — about 
25%  of  the  time."  In  1983,  Hulbert  noticed  the  newslet- 
ter, ranking  it  number  one.  "It  was  like  a  movie,"  Frank 
remembers.  "I  was  in  Barrows,  Pontine,  and  on  Wall  Street 
Week.  I  was  discovered." 


THE  BOTTOM  FISHER 


Frank  finds  a  potential  purchase  by  reading  financial 
publications  (such  as  the  Wall  Street  Journal,  Forbes,  Bar- 
ron's), or  through  tips  from  clients.  He  studies  a  compa- 
ny's "big  seven"  ratios:  price  to  earnings,  price  to  sales, 
price  to  book  value,  price  to  cash  flow,  debt  to  equity, 
return  on  equity  and  return  on  assets.  Other  financial 
statistics  are  likewise  analyzed  through  a  proprietary 
computer  program  that  he  and  Buckingham  developed. 

When  Frank  unearths  a 
diamond  in  the  rough,  he  buys 
it,  disregarding  market  swings. 
He  holds  for  the  long  term, 
often  five  or  more  years.  He 
never  sinks  more  than  5%  of  his 
portfolio  into  one  stock.  That 
means  that  some  of  his  clients' 
portfolios  have  up  to  100  or 
more  stocks. 

Frank  finds  plenty  of  under- 
valued technology  stocks — disk- 
drive  makers,  for  example.  In 
1987,  after  the  market  crash, 
Frank  found  Seagate  Technolo- 
gy. It  was  trading  at  $13 — about 
five  times  earnings.  But  the  com- 
pany had  a  30%  return  on  equi- 
ty, and  its  price-to-cash  flow  ratio 
seemed  low.  "We  felt  it  should 
be  trading  at  $26,"  says  Buck- 
ingham. So  the  Prudent  Specula- 
tor bought  and  held.  Seagate  now 
trades  in  the  $60  range. 

Sometimes  Frank's  fallen 
angels  poop  out.  Take  Com- 
modore International,  a  defunct  computer  maker.  In  1984, 
he  bought  it  at  $27.25;  the  stock  went  to  zero.  He  almost 
took  a  bruising  on  modem  company  Penril  Datacomm,  too. 
He  recommended  its  purchase  at  $6  before  it  sank  to  $2. 

Frank  got  burned  badly  only  once — in  the  October  1987 
crash.  His  personal  account 
was  heavily  margined  and  he 
was  battered  by  margin  calls. 
He  had  to  sell  everything, 
much  of  it  at  prices  below  what 
he  paid. 

He  isn't  worried  that  a  mar- 
ket correction  could  scorch 
him  again.  In  fact,  he'd  wel- 
come a  downturn — so  he  could  find  some  undervalued 
stocks.  "A  lot  of  people  like  to  check  on  the  'new  highs' 
on  any  given  day,"  says  Frank.  "I  like  to  check  for  the  'new 
lows.'  That's  where  you'll  find  the  bargains." 

— Nancy  Rutter 


HOLD  'TIL   2  0  0  1 


Frank  recommends:  Read-Rite, 
his  undervalued  stock  pick  of 
1996.  He  likes  others  in  the 
disk-drive  sector,  including 
Seagate  Technology  and  West- 
ern Digital. 
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Shirlee  Rose,  Staffing  Manager,  Tandem  Computers  Incorporated 


day.  And  that 


Having 
Olsten  on  site 


to  manage  our  flexible  work  force 


helps  us  run  leaner  and  be  more 
cost  effective  right  now,  every 


will  venerate  bi 


long-term  savingsr 


Tandem  led  the  industry  in  the  creation  of  fault- 
tolerant  technology  and  today  sets  the  standard  in 
parallel  processing  for  business-critical  computing. 
When  choosing  a  staffing  partner,  their  standards  were 
no  less  critical.  That's  why  Tandem  picked  Olsten. 

"We  have  high  expectations,"  says  Shirlee  Rose, 
Tandem's  Staffing  Manager,  "and  Olsten  meets  those 
expectations." 

Shirlee  explains,  "Olsten  has  technical  recruitment 
skills,  maintains  a  large  worker  pool,  manages  vendor 
relationships,  watches  costs,  supplies  industry  expertise 
and,  most  importantly,  keeps  things  moving. 

"They  also  bring  that  extra  something  I  look  for  in  a 
partner,"  adds  Shirlee.  "They  have  our  business  inter- 
ests at  heart." 

Olsten  is  leading  the  way  in  creating  staffing  part- 
nerships with  major  corporations.  Combining  local 
market  knowledge  with  international  business 


experience,  we  solve  staffing  problems  -  so  our  partners 
can  concentrate  on  their  core  businesses. 

With  more  than  700  offices,  Olsten  Staffing 
Services  meets  the  diverse  needs  of  its  global  clients 
with  supplemental  staff  in  the  full  spectrum  of  skill 
categories.  As  part  of  Olsten  Corporation,  one  of  the 
largest  human  resource  services  providers  in  the  world, 
we  deliver  superbly  trained  personnel,  solid  on-time 
performance  and  a  full  range  of  staffing  services. 


THE  ONE  CALL  THAT  WORKS 


1-800-WORK  NOW 


r  Olsten 

f   Staffing  Services3' 

America  is  going  to  work  with  uss 


ViSlt  US  at  http://WWW.WOrknOW.com  ©1 996  Olsten  Corporalion  E0EM/F/D/V  Pictured  above  Tandem  NonStop  Himalaya  Servers  Tandem.  Himalaya  and  NonStopare  trademarks  ol  Tandem  Computers  Incorporated 


VETERAN  TECH  INVESTOR  MIKE  MURPHY  BUYS 
AGAINST  THE  HYPE,  THE  WHOOP  AND  THE  FADS. 


How  do  you  reconcile  value  investing  with  the  go- 
go  world  of  high  technology?  It's  not  easy,  but 
Michael  Murphy  has  mastered  the  art  and  become 
one  of  the  most  watched  and  quoted  technology 
investors  in  the  country. 

Murphy,  54,  is  the  shaggy-haired  editor  of  the  Califor- 
nia Technology  Stock  Letter,  a  bimonthly  that  has  offered 
tech-stock  advice  for  14  years.  Read  by  2,000  investors, 
CTSL  is  the  only  all-tech  investment  newsletter,  which  is 
why  Murphy's  calls  garner  so 
much  attention.  Another  month- 
ly, the  Overpriced  Stock  Service, 
also  generates  publicity,  but  it 
doesn't  focus  just  on  technology. 

Murphy  and  partner  Gaye 
Morgenthaler,  38,  also  manage 
two  private  $5  million  partner- 
ships. They  invest  another  $4 
million  for  individuals,  and  run 
a  $500,000  mutual  fund. 

If  his  size  pales  relative  to 
those  of  big  funds,  his  returns 
don't.  The  Hulbert  Financial 
Digest  placed  CTSL  fifth  in  per- 
formance in  the  16-month  peri- 
od from  June  30,  1994,  to  Oct. 
30,  1995.  Hulbert  ranked  it  sec- 
ond from  1985  to  1995.  Murphy's 
model  technology  portfolio,  called 
the  Computer/Electronics  Model 
Portfolio,  is  a  group  of  about  a 
dozen  stocks.  It  is  up  664%  since 
1982.  The  Dow  gained  533.3% 
in  the  same  period. 

Murphy's  track  record  results 
from  a  hybrid  style  of  investing  that  mixes  financial  analy- 
sis with  hands-on  research.  He  buys  what  he  deems  are 
solid  companies — when  their  stocks  take  a  pounding.  He 
purchased  Intel  after  its  Pentium  problem,  Autodesk  after 
it  missed  a  product  deadline,  and  Cirrus  Logic  when  a  cus- 
tomer canceled  orders. 

Then  he  holds,  ignoring  Wall  Street's  whims.  He 
describes  his  method  as  "value 
investing  in  a  growth  universe. 
This  is  not  a  Wall  Street,  busi- 
ness-school kind  of  thing,"  he 
says.  "This  is  real-world." 
Oddly,  Murphy  is  famous 
for  his  technology  short  calls.  In  truth,  he  doesn't  make 
many.  His  Overprii  ed  Stock  Service  recommends  shorts  in 
"the  old  economy,"  he  says,  such  as  "industrials,  airlines, 
S&Ls."  Still,  he  occas  orially  picks  a  tech  stock  to  short — 
Micron  Technology  wa  s  one  such  example  in  1994,  when 


THE  CONTRARIAN 


1  Murphy  recommends:  Cirrus 

|f  logic,  >ntfc',  Autodesk,  Se- 
ll qyenv  Confute*'  mi  Exabyte. 


the  dynamic  RAM  maker  was  a  Wall  Street  darling.  "Every- 
body made  a  fuss  over  that,  but  we  thought  a  rumored  short- 
age of  dram  materials  would  hurt  its  stock  price,"  he  says. 
"The  rumor  was  wrong." 

Murphy  looks  for  "great  growth-flow  compa- 
nies"— with  at  least  15%  annual  sales  growth 
and  15%  pretax  profit  margins — whose  stock  is 
depressed.  He  evaluates  management.  He  bought 
Adobe  Systems  two  years  ago 
when  the  company  acquired 
Aldus.  "The  market  was  worried 
about  the  effect  of  Aldus's  poor 
profit  margins  on  Adobe,  but  we 
had  a  high  opinion  of  Adobe's 
management,"  says  Murphy.  He 
loaded  up  on  Adobe  at  $27;  it 
stayed  there  for  three  months.  It 
went  to  $72,  but  sunk  back  to  the 
$35  range.  He  still  holds  it. 

Murphy  also  wants  a  compa- 
ny to  spend  at  least  7%  of  its  rev- 
enues on  R&D.  So  he  likes  Inte- 
grated Device  Technology  even 
though  Wall  Street  doesn't.  The 
company  funded  a  new  factory 
but  got  hammered  on  Wall 
Street  because  of  price-cutting 
in  the  static  RAM  market.  The 
stock  fell  from  $33.50  to  $13  late 
last  year.  He  bought  it. 

"I  can  buy  things  that  mutual- 
fund  managers  can't,"  says  Mur- 
phy. "I  am  not  under  the  same 
quarterly  pressures.  Low  stock 
prices  make  them  look  bad.  Our  big  opportunity  comes 
when  the  big  guys  get  out." 

Not  always.  For  instance,  Murphy  was  excited  about 
one  fallen  angel,  Ross  Systems,  which  makes  client/server 
software.  He  bought  at  $8,625,  believing  the  stock  would 
climb  to  $15  then  $35.  But  it  went  to  $2,375,  after  a  hor- 
rible September  quarter.  The  company  also  had  cash  prob- 
lems and  has  sought  private  equity.  "This  is  one  of  those 
cases  where  readers  who  followed  my  advice  are  now  say- 
ing, 'He  totally  screwed  me.'" 

But  for  every  wrong  call,  Murphy  makes  plenty  of  right 
ones.  He  recommended  shorting  AST  Research  last  sum- 
mer during  Samsung's  $22  public-tender  offer  for  its  shares. 
Murphy  recommended  investors  short  the  stock  over  $18, 
and  cover  positions  at  $9.  After  the  tender  offer  closed,  AST 
announced  serious  problems.  The  stock  sank  to  $9,  mak- 
ing Murphy,  once  again,  a  voice  to  be  listened  to. 

— Susan  Kostal 
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■NET  believes  that 
1^%JP business  on  the 
Internet  should  be  just  that: 
business.  So  you  won't  get 
hype  or  jargon  from  us. 
What  you  will  get  is  the 
power  to  harness  a  whole 
new  generation  of  practical 
business  solutions  that  are 
changing  everything  -  from 
the  way  you  communicate 
with  your  customers  to  how 
you  develop  new  products. 
That's  why  we  developed  the 
highest-capacity,  most  reli- 
able and  advanced  Internet 
network  available,  with  direct 
connections  across  the  U.S. 
and  around  the  world.  Plus 
a  complete  range  of  Internet 
access,  security  and  com- 
merce solutions  designed 
exclusively  for  the  needs 
of  business.  To  find 
out  how  we  can  help  you 
put  the  Internet  to  work,  call 
1800  265  5618. 


3060  Williams  Drive,  Fairfax.  VA  22031  +1  703  206  S600 


STEVE  QUICKEL,  TALKAHOLIC  EDITOR  OF  U.S. 
INVESTMENT  REPORT,  FATTENS  HIS  PORTFOLIOS 
BY  TRAFFICKING  IN  JUICY  INDUSTRY  GOSSIP. 


For  the  last  decade  Stephen  W.  Quickel  has  turned 
a  reporter's  gift  of  gab  into  gold — at  least  on  paper. 
Quickel  is  the  editor  of  the  semimonthly  U.S.  Invest- 
ment Report.  The  1 1 -year-old  advice  newsletter  fea- 
tures three  model  portfolios,  all  of  which  nicely  outper- 
form market  indices.  By  mid-February  1996  his  most  aggres- 
sive investment  package,  USIR  Growth  Leaders  Portfolio, 
was  up  301.2%  from  October  1992;  the  S&P  500  was  up 
only  62.9%  during  the  same  peri- 
od. For  calendar  1995,  Quickel's 
Growth  Leaders  Portfolio  went 
10.7  points  better  than  the  S&P. 

Of  the  1 34  investment  news- 
letters tracked  by  the  Hulbert 
Financial  Digest  from  June  30, 
1994,  to  Oct.  30,  1995,  U.S. 
Investment  Report  ranked  16th. 

What  gives  him  his  edge? 
Quickel,  59,  is  a  talkaholic.  He 
picks  his  stocks  by  gossiping  with 
a  network  of  reliable  sources  he's 
developed  over  a  34-year  finan- 
cial journalism  career.  He  was  a 
reporter  for  Forbes  for  1 5  years, 
and  an  editor  at  Institutional 
Investor  and  Financial  World.  Says 
Quickel  of  his  chief  research 
method,  "I  shoot  the  breeze." 


F 


a  one-man  shop, 
Quickel  has  an  amazing 
breadth  of  knowledge  of 
technology  and  other  sec- 
tors. Two-thirds  of  the  10  to  20 
investments  in  USIR's  model  portfolios  are  generally  high 
tech,  but  his  third  investment  package,  his  Emerging 
Growth  Portfolio,  also  includes  such  holdings  as  Sunglass 
Hut  International.  His  model  USIR  Conservative  Growth 
Portfolio  group  features  Monsanto,  Citicorp  and  Microsoft. 
"As  a  reporter,  I  wrote  three  to  four  stories  per  issue  on 
everything  from  soft  drinks  to  software,"  says  Quickel.  "I 
got  used  to  diversity." 

He  augments  his  gossip  pipeline  with  hard  data,  using 
a  Gateway  486  machine  running  Lotus  1-2-3  and  Dow  Jones 
News  Retrieval  Spreadsheet  Link.  The  program — he's  used 
it  since  1987 — allows  him  to  track  the  financials  and  mar- 
ket performance  of  200  to  300  companies.  He  focuses 
intently  on  just  "three  dozen"  stocks  on  any  given  week 
and  is  always  diversified:  "I  am  never  in  three  to  four  soft- 
ware companies  at  a  time,"  he  says.  "I  may  recommend 
( Computer  Associates  and  Oracle,  but  not  at  once." 


His  analysis  is  straightforward.  He  looks  for  innovative 
companies  with  a  stream  of  new  products.  He  wants  earn- 
ings growth,  top  management  and  good  marketing.  He 
usually  backs  away  from  long  shots.  He  bought  (and  sold) 
Netscape  in  November,  but  that  was  a  rarity.  "I  don't  usu- 
ally grab  a  gamble,"  he  says. 

Quickel  places  a  stop-loss  order  for  every  stock  he  the- 
oretically purchases  for  his  model  newsletter  portfolio.  His 
stop-out  is  8%  to  10%  below 
going  market  price.  If  he  buys  at 
$10,  his  stop  is  at  $8;  if  the  stock 
jumps  to  $16,  he  moves  to  $15. 
"I  let  the  stop  make  my  selling 
decision,"  says  Quickel.  "Selling 
is  everyone's  headache.  I  almost 
don't  have  to  think  about  it." 


H 


THE  GOSSIP 


e  often  rebuys  a  stock, 
riding  what  he  hopes 
will  be  a  "jerky  line"  to 
making  money.  He 
first  bought  Compaq  at  $9  in 
July  1992;  he  was  in  and  out  of 
the  stock  on  its  way  to  the  mid- 
$50  range.  He's  bought  and  sold 
Microsoft  consistently  since  he 
first  touted  it  in  1987  (he  bought 
at  $6).  He's  bought  and  sold  Sea- 
gate Technology  (in  at  $15  in 
May  1993),  and  Qualcomm  (in 
at  $15  in  July  1994).  Seagate 
was  trading  at  about  $60  in  mid- 
February,  and  Qualcomm  was  up 
to  $48  a  share. 
Quickel's  selling  method  isn't  foolproof.  Last  fall,  when 
large  mutual  funds  (notably  Fidelity  Magellan)  were  sell- 
ing off  tech  holdings,  Quickel  stopped  out  positions  in 
companies  that  produced  excellent  gains  in  the  period.  He 
later  redeployed  his  assets  in  the  same  companies,  but 
missed  the  gains  that  giants  like  Fidelity  reaped. 

Until  mid- 1995,  Quickel's  trades  were  always  on  the 
money:  In  a  model  portfolio  world,  there  aren't  any  bro- 
kers to  blow  a  trade.  But  now  Quickel  runs  the  $10  mil- 
lion USIR  Partners  L.P.,  a  limited  partnership  that  invests  in 
many  of  the  same  stocks  as  his  model  portfolios  do.  So  far, 
he's  as  good  with  real  investing  as  he  has  been  on  paper. 
He  produced  gains  of  18.2%  from  June,  when  he  began 
investing  USIR  Partners,  through  February  1996.  The  Dow, 
in  the  same  period,  was  up  just  15.9%,  and  the  Nasdaq 
Composite  was  up  8.2%. 

— Nancy  Rutter 
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increases  foundry  capacity 
as  demand  heats  up. 


The  heat  from  today's  semiconductor  market  can  be  felt  the  world 
over,  as  the  industry  is  experiencing  red-hot  growth.  Three  years  ago, 
while  others  were  holding  back,  TSMC  began  investing  heavily  in  fab 
construction.  The  result  -  today  TSMC  is  the  world's  leading  semi- 
conductor foundry,  now  producing  1.6  million  wafers  annually  while 
running  at  full  capacity.  ■  But  past  performance  is  not  enough.  ■ 
Accelerated  construction  of  new  fab  facilities  will  enable  us  to  reach 
our  goal  of  producing  4  million  wafers  annually  by  the  year  2000. 
■  Ambitious?  Sure.  But  it's  simply  part  of  our  commitment  to  our 
customers  in  the  relentless  pursuit  of  capacity.  No  other  dedicated 
foundry  in  the  world  can  offer  TSMC's  combination  of  resources  and 
resolve.  ■  We  will  invest  more  than  $2  billion  in  production  facilities 
over  the  next  two  years.  We  need  to  make  this  kind  of  commitment 
because  our  customers  -  our  partners  -  demand  no  less  from  us.  ■ 
TSMC.  Forging  a  future  in  the  information  age. 


TSMC,  121  Park  Avenue  III,  Science  Based  Industrial  Park,  Hsin-Chu,  Taiwan,  R.O.C.  •  Ph:  886-35-780221,  Fax:  886-35-781545 
TSMC-Europe,  World  Trade  Center,  Strawinskylaan  1  145,  1077  XX,  Amsterdam,  The  Netherlands  •  Ph:  31-20-5753105,  Fax:  31-20-5753106 
TSMC-USA,  1740  Technology  Drive,  Suite  660,  San  Jose,  CA  951  10  .  Ph:  408-437-8762,  Fax:  408-441-7713 


FINANCIAL  ASTROLOGER  HENRY  WEINGARTEN 
USES  A  WACKY  APPROACH  THAT  PROVES 
THE  SCIENCE  OF  INVESTING  IS  IMPERFECT. 


Wf  hen  Henry  Weingarten  looks  at  the  stock 
'  market,  he  sees  stars.  That's  because  the  fast- 
talking  Weingarten  is  a  financial  astrologer. 
He  makes  market  predictions  and  buy-and-sell 
decisions  based,  in  part,  on  astrology.  It's  an  unconven- 
tional method — some  would  say  nonsensical — but  it  is 
gathering  steam.  The  hyper  New  Yorker  is  a  regular  radio 
interviewee  and  McGraw-Hill  will  publish  Weingarten 's 
Investing  by  the  Stars  in  May. 

Weingarten  is  first  and  fore- 
most an  astrologer — he's  been 
at  it  for  more  than  28  years.  He 
is  the  founder  of  the  New  York 
School  of  Astrology.  He  is  a  past 
director  of  the  National  Astro- 
logical Society.  He  was  the  edi- 
tor of  the  Aquarian  Agent  and 
has  written  a  tome  on  the  study 
of  astrology.  As  a  sideline,  he's 
knee-deep  in  applying  artifical 
intelligence  to  astrology.  Whew. 

He's  got  a  computer  back- 
ground, too.  For  12  years,  from 
1982  through  1994,  Weingarten 
served  as  president  of  ASI  Com- 
puters, a  New  York-based  sales 
and  service  operation.  It  was  here 
that  he  acquired  his  feel  for  the 
tech  industry. 

In  May  1988,  Weingarten 
put  the  two  together.  He  took 
his  industry  knowledge  and 
galaxy-gazing  techniques  and 
applied  it  to  Wall  Street.  He 
founded  his  Astrologers  Fund,  a  money  management  firm, 
which  promises  a  "naturally  stellar  performance." 

Weingarten,  however,  doesn't  reveal  his  returns.  He 
claims  that  he  cannot,  since  returns  are  different  for  every 
client,  owing  to  the  astrology  of  it  all.  So  there  is  no  inde- 
pendent measure  of  just  how  effective  Weingarten's  invest- 
ment methods  are.  He,  of  course,  says  the  sky's  the  limit. 

He  makes  his  stock  calls  by  employing  a  computer- 
ized, proprietary  brew  of  analytic  techniques.  He 
mixes  market  analysis  with  technical  fundamen- 
tals, adding  a  dash  of  star  power.  He  uses  several 
horoscopes  in  making  every  decision.  For  example,  he  looks 
at  the  horoscope  of  a  company's  date  of  incorporation,  the 
horoscope  of  the  company's  first  day  of  listing  (on  a  stock 
exchange)  and  the  horoscope  of  the  various  markets  them- 
selves. The  New  York  Stock  Exchange,  for  instance,  is  a 
Taurus,  since  it  incorporated  on  May  17,  1792. 


Using  this  system,  he  claimed  Microsoft  would  have 
trouble  with  Windows  95.  That's  because  the  launch  date, 
Aug.  24,  1995,  and  the  place,  New  Zealand,  had  "hor- 
rendously  bad"  horoscopes,  according  to  Weingarten.  He 
also  viewed  Steve  Jobs's  newest  public  company,  Pixar 
Animation  Studios,  the  entity  behind  the  hit  movie  Toy 
Story,  as  a  crummy  investment.  Its  offering  day,  Nov.  29, 
1995,  had  a  bad  horoscope.  That  day,  the  moon  was  in 
conjunction  with  Saturn,  which 
translates,  says  Weingarten,  to 
a  "public  disappointment."  He 
predicted  Pixar's  shares  would 
shoot  up  and  then  fall.  They 
did:  After  opening  at  $22, 
Pixar's  shares  jumped  to  more 
than  $40.  They  dropped  to 
about  $26  the  very  next  day. 

But  Weingarten  believes 
Pixar  will  have  its  good  months, 
astrologically  speaking.  He  rec- 
ommends a  trade  this  April  when 
•  '§    the  stars  will  be  in  Pixar's  favor. 


w 


THE  STARGAZE R 


hat  gets  Wein- 
garten truly  ex- 
cited is  the  future 
f  a  little-known 
Canadian  company  called 
International  Hi-Tech  Indus- 
tries (I-Hi),  which  has  devel- 
oped a  new  technology  to  make 
pre-fab  houses.  It  trades  on  the 
Vancouver  Stock  Exchange  for 
about  $10  a  share.  Weingarten 
has  it  pegged  for  a  $100  stock  by  1998. 

"This  is  the  next  Microsoft,"  he  burbles.  "One  in  10  IPOs 
make  it,  and  I  am  saying  this  is  a  grand  slam."  Why?  I-Hi's 
horoscope  is  "outstanding,"  he  says.  But  you  knew  that. 

While  we  wait  for  I-Hi  to  get  big,  Weingarten  likes 
other  high-tech  stocks.  We  are  approaching  the  Jupiter- 
Neptune  and  Jupiter-Uranus  conjunction  of  early  1997,  a 
time  he  says  will  be  very  favorable  for  high-tech,  enter- 
tainment, pharmaceutical  and  biotech  securities.  So  he  rec- 
ommends technology  companies  such  as  Hewlett-Packard 
and  Novell.  He  also  likes  IBM  and  DEC,  which  he  bought 
"a  couple  of  years  ago  during  its  astrological  low." 

The  success  of  their  stocks  may  be  foreshadowed  by 
the  movement  of  the  stars.  But  Weingarten  isn't  alone 
in  choosing  them.  More  earthly  market  experts  and  money 
managers,  without  the  benefit  of  astrology,  are  buying 
HP  and  Novell,  too. 

— Nancy  Rutter 
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Call  For  A 
Free  Demonstration 


George  listens  and  responds. 

DOES  GEORGE  PLATT,  CEO  of  a  multi-million  dollar  telecommunications  company,  answer  his 
own  phone?  Because  like  all  of  us  at  Intecom,  George  believes  you're  the  most  important  person  in  our  organization. 
Even  more  important  than  the  CEO.  f  Just  ask  Dave  Patterson,  head  of  Kemper  National  Services.  He  didn't  just  call 
because  he  needed  a  new  telecommunications  system  to  keep  pace  with  rapid  growth.  He  wanted  to  do  business  with 
a  company  that  shares  Kemper's  no-holds-barred  approach  to  delivering  the  highest  quality.  J  As  a  premier  managed 
healthcare  and  cost  containment  company,  Kemper  needed  a  flexible  system  to  handle  its  extensive  call-center  demands. 
One  allowing  them  to  expand  to  new  locations  and  add  new  employees  quickly  and  easily.  Since  we  took  the  time  to 
listen  and  work  closely  as  partners,  that's  exactly  the  system  they  got.  1  If  you're  ready  to  work  ivith  a  roll-up-your-sleeves- 
and-let's-solve-this-thing  company,  call  George  direct  at  (214)  447-8695.  He'll  be  more  than  happy  to  demonstrate 
just  how  effectively  we  work. 

Intecom  a 

Our  Networks  Mean  Business* 
http://www.intecom.com 


INVESTMENT  SOFTWARE:  BROKER  IN  A  BOX 


In  the  technology  stock  market,  suc- 
cess depends  on  two  simple  questions: 
What  stock  should  you  buy?  And  when 
should  you  sell  it? 

Unfortunately,  you  can  never  answer 
either  question  with  certainty.  The  mar- 
ket changes  from  moment  to  moment, 
and  the  computational  and  ordering  prob- 
lems posed  by  these  two  seemingly  basic 
questions  could  keep  you  tangled  in  knots 
for  years.  You  need  answers  right  away. 

This  is  what  your  personal  computer 
was  made  for:  It  can  help  you  pick  and 
prune  your  portfolio. 

There  are  about  550 
investor  programs  now 
on  the  market,  accord- 
ing to  the  American  As- 
sociation of  Individual 
Investors  (AMI).  Fewer 
than  100  run  on  Macs; 
the  rest  run  on  IBM  com- 
patibles. If  you  are  starting  from 
scratch  and  are  interested  in  com- 
puterized investing,  buy  an  IBM  com- 
patible. Also  get  your  hands  on  a 
copy  of  the  ami's  Individual 
Investor's  Guide  to  Computerized 
Investing,  which  lists  and  explains 
investment  software.  The  compan- 
ion CD-ROM  ($19.95)  offers  an  en- 
cyclopedic description  of  hundreds 
of  investment  programs  and  Inter- 
net investor  sites. 

Many  of  the  investor  programs  are 
personal  finance  or  portfolio  manage- 
ment programs.  A  portfolio  manager  is 
an  elementary  bookkeeping  program  that 
records  your  stock  and  fund  positions  and 
costs.  These  enable  you  to  update  your 
portfolio  quickly  with  current  prices 
obtained  from  an  on-line  source.  Popu- 
lar and  inexpensive  mass-market  personal 
finance  packages,  like  Quicken,  include 
portfolio  management  modules. 

Most  discount  brokers  also  offer  port- 
folio software.  The  best  is  StreetSmart. 
a  snappy  investment  package  from  Charles 
Schwab.  Brokerage  software  also  allows 
you  to  buy  and  sell  stocks  on-line. 

If  you  are  skillful  with  spreadsheets, 
then  you  can  readily  use  one  instead  of  a 
dedicated  portfolio  management  pro- 
gram. Telescan,  a  Houston  software  and 
database  company,  offers  Tipnet,  which 
helps  download  quotes  into  spreadsheets. 

The  ability  to  monitor  a  portfolio  of 
stocks  and  funds  only  becomes  useful 
when  you  have  actually  purchased  that 


portfolio,  and  this  brings  us  to  one  ot  the 
hardest  questions:  What  to  buy? 

Start  from  innocence.  Assume  you 
were  just  born  or  just  arrived  from  Mars, 
and  have  never  heard  of  Microsoft.  How 
do  you  pick  stocks? 

The  best  method  is  massive  elimina- 
tion. Use  your  computer  to  address  the 
universe  of  all  stocks  traded  (about 
10,000).  Then  discard  every  stock  that 
you  do  not  want  to  own.  Good  basic 
screening  programs  include  ProSearch 
and  Morningstar's  ..,5m 


OnFloppy 


To  get  a  first  cut, 
eliminate  all  stocks 

that  are  not  technology  related.  Screen 
the  remaining  list  for  technology  com- 
panies that  are  profitable,  not  mired  in 
long-term  debt,  that  are  growing  like 
weeds,  and  that  have  not  glutted  the  mar- 
ket with  too  much  stock. 

The  idea  is  to  locate  technology  com- 
panies that  are  doing  good  business  and 
are  selling  at  nice  prices.  For  a  tech  stock, 
a  bargain  often  rises  because  a  company 
is  doing  something  genuinely  new.  New 
things  are  rarely  comprehended  or  fully- 
priced  in  by  the  stock  market. 

Only  a  FEW  PROGRAMS  are  available  to 
automate  the  essential  preliminary  work 
you  need  to  do  to  select  your  investments. 
Most  of  these  programs,  such  as 
Compustat  offered  by  S&P,  are  vastly  ex- 
pensive. Such  programs  are  usually  only 
used  by  pros,  who  can  afford  the  big  tick- 
et price.  Telescan's  Tipnet  offers  a  rea- 
sonably priced  alternative  for  individual 


investors.  Try  out  their  Web  site,  also 
called  Tipnet  (http//www. tipnet. com), 
to  get  a  feel  for  the  software.  It  costs  $9.95 
a  month. 

While  you're  on  the  Internet,  take  a 
look  at  data  resources  such  as  EDGAR,  the 
SE(  :'s  public  database,  and  Silicon  Investor, 

a  World  Wide  Web  site  offering  finan- 
cial data  on  technology  stocks. 

Morningstar's  U.S.  Equities  database 
makes  it  easy  to  pluck  out  technology 
stocks.  Morningstar  updates  the  data  on 
the  floppies  frequent- 
ly. This  way,  you're 
not  sifting  through 
stale  stuff. 

Okay,  let's  say 
you've  bought  a  short 
list  of  winners.  When 
to  sell?  This  is  the 
most  difficult  ques- 
tion of  all.  Comput- 
erized investors  such  as  major 
banks  and  fund  managers  often 
determine  sell  points  with  the 
help  of  optimizers  and  neural 
nets.  And  how  do  these  programs 
work? 

A  neural  net  is  best  understood 
in  terms  of  what  goes  in  and  what 
comes  out.  For  example,  you 
t  might  feed  in  the  price  history  of 
a  semiconductor  stock  along  with 
other  information  like  the  indus- 
try's book-to-bill  ratio  and  the 
price  history  of  the  dollar. 
The  neural  net  ponders  the  problem 
(perhaps  all  night)  and  then  produces  a 
very  interesting  indicator  that  wanders 
up  and  down  your  computer  screen  and 
looks  just  like  a  stock  price.  The  indica- 
tor line  predicts  how  the  stock  is  most 
likely  to  perform  and  will  turn  up  or  down 
about  five  days  ahead  of  the  market. 

Can  the  neural  net  see  into  the  future? 
Nope.  But  this  intelligent  guessing 
machine  provides  a  good  way  for  you  to 
pull  together  diverse  data  (like  the  book- 
to-bill  ratio  and  the  price  of  gold,  say)  in 
forecasting  stock  prices.  You  can  purchase 
neural-net  software  from  California 
Scientific,  a  big  supplier  of  this  technol- 
ogy, or  let  the  Internet  guide  you  to  20- 
odd  other  resources  using  WebCrawler 
or  Yahoo  search  engines. 

— Michael  Cianturco  is  a  technology-stock  portfolio  man- 
ager and  author  of  The  Market  that  Beats  the  Mar- 
ket: How  to  Pick  Technology  Stocks  and  Funds 
(Little  Broz-n,  1995). 
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Find  out  why  Williams  Field  Services  took  the  leap  to  Lawson  at  http://www.lawson.com  or  1  -800-477-1 357 


BUSINESS  SOFTWARE. 


Your  stomach  is  in  your  throat.  Your  heart  is 
in  your  ears.  One  thing  is  certain.  You  don't  want  to 
have  to  purchase  business  software  ever  again. 

That's  why  we  designed  Lawson  Software  with 
the  flexibility  to  run  on  virtually  any  client/server  platform. 
And  it's  why  we  offer  an  open  licensing  arrangement 


that  lets  you  migrate  through  technological  changes 
and  software  upgrades  without  additional  licensing  fees. 

Call  Lawson  Software  at  1-800-477-1357  for 
accounting,  human  resources,  distribution  and  materials 
management  applications.  Because  you  don't  really  want 
to  do  this  again,  do  you? 


LAWSON 

Software 


THE  LAST  TIME  YOU'LL  CHANGE 

SOFTWARE  COMPANIES. 


ASAP'S  RULES  FOR  TECH  INVESTING:  TIPS  FROM  THE  PROS 


1.  Buy  what  you  know.  "Buy  the  com- 
pany or  technology  that  you,  your 
broker  or  your  adviser  really  know — 
not  just  know  of  or  have  peripheral 
vision  of,"  says  broker  Lorna  Meyer  of 
Alex.  Brown. 

2.  Choose  an  area  with  solid  prospects 
for  two  to  five  years.  Technology  is 
always  looking  forward,  and  if  a  com- 
pany isn't,  skip  it. 

3.  Pick  companies  selling  into  large 
and  growing  markets.  Niche  market 
companies  require  more  intimate 
knowledge  of  an  area  than  most  indi- 
viduals can  learn. 


4.  Look  at  a  company's  engineering 
team.  Meyer  investigates  the  team — 
is  it  stable,  productive  and 
motivated?  Do  key  engi- 
neers believe  in  the  com- 
pany long  term?  Is  the 
company  funding  R&D? 

5.  Study  management. 
The    best    technology  &\ 
doesn't  always  win;  the  best-run  com- 
pany does. 

6.  Expect  some  surprises.  "Tech- 
nology stocks  almost  never  go  straight 
up — and  stay  there,"  Meyer  says. 
"Understand  that  technology  is  a 


volatile  area  so  that  you  can  weather 
negative  surprises." 

7.  Don't  spread  yourself  thin. 

Choose  from  between  five  and 
10  stocks  in  three  or  four  sec- 
tors that  you  know  well  and  can 
stay  current  in. 

8.  Have  a  strategy.  Whether 
a  long-  or  short-term  player, 

stay  with  your  game.  "You  can  do  well 
either  way,"  says  Meyer,  "unless  you 
get  offtrack." 

— Lorna  Meyer  is  a  tech  stockbroker  for 
Alex.  Brown  in  San  Francisco. 


Begin  with  the  basics ... 

1.  Research  the  industry.  Newsletter  editor  Fred  Hick- 
ey  skims  about  60  trade  publications  a  month.  He  also 
talks  to  friends  who  work  in  technology.  And  he  shops. 
He  goes  to  stores  to  see  which  products  sell  and  which 
languish  on  the  shelf. 

2.  Research  competitors.  Make  sure  you  know  who  the 
company's  main  competitors  are. 

3.  Follow  product  development.  "It's  important  to  under- 
stand product  cycles,"  Hickey  says.  "Investors  need  to 
ask  where  products  are  in  the  lab  [and]  when  current 
offerings  will  be  obsolete." 

4.  Avoid  highfliers.  "Internet  stocks  may  be  attractive," 
Hickey  says,  "but  at  what  price?"  Make  sure  rewards 
will  outweigh  risks. 

— Fred  Hickey  is  the  editor  of  the  High  Tech  Strategist,  a  nine- 
year-old  monthly  newsletter  published  from  Nashua,  N.H. 


...and  cash  in  like  a  pro 

1.  Participate  in  the  industry  at  your  own  level.  Investor 
John  Powell  says,  "If  you  are  in  business,  watch  the  tech- 
nology-buying decisions  your  company  makes.  A  family 
can  get  insight  from  a  child  using  a  computer." 

2.  Diversify  portfolio  within  themes.  "If  you  like  one  com- 
pany, research  others  in  the  same  sector  that  are  also 
well  positioned,"  says  Powell.  "Then,  buy  the  whole 
basket."  This  eliminates  the  "execution  risk"  of  buying 
one  company. 

3.  Don't  focus  on  valuations.  "Many  companies 
have  always  been  too  expensive,"  Powell  says.  "If 
investors  were  too  concerned  w  ith  the  valua  tions  of  Oracle, 
Microsoft  and  Cisco  Systems,  they  would  have  missed  big." 

4.  Don't  get  in  a  sector  just  because  it's  hot.  "It's  okay  to  watch 
a  run-up  in  awe  and  not  get  in  on  it,"  says  Powell.  "Don't 

own  something  you  don't  understand.  Even  if  it  looks  like  the  next  Microsoft,  chances  are  it's  something  more  like  a 
Santa  Cruz  Operation." 

5.  Tech  investing  is  hard  work.  "An  amateur  can't  invest  in  technology  in  a  haphazard  way,"  Powell  says.  "The  world 
changes  too  rapidly."  Powell  thinks  that  mutual  funds  are  best  for  people  who  have  limited  time. 

— John  Powell  is  a  general  partner  of  Integral  Capital  partners  in  Menlo  Park,  Calif. 


avoid  screwups... 

You  can't  avoid  making  mistakes  when  investing  in 
the  stock  market.  Mistakes  are  part  of  the  game.  But 
you  can  sidestep  most  of  the  really  unnecessary, 
dumbbell  blunders  by  listening  for  some  treacher- 
ous cliches. 

1.  Everybody  is  getting  in.  No  one  who  tells  you 
this  is  about  to  buy  the  stock.  They've  already  bought 
it.  Now  they  want  you  to  buy  it.  If  you  hear  these  words, 
there  are  very  few  people  who  have  not  bought  the 
stock.  Even  if  the  last  few  investors  buy  the  stock  very 
enthusiastically,  they  cannot  drive  it  much  higher. 
Which  way  will  it  go?  Down. 

2.  That  stock  will  never  come  back.  Technology 
stocks  swing  to  wild  extremes  but  have  amazing 
resilience.  It  is  easy  to  mistake  a  normal  downswing 
for  The  Final  Plunge.  A  tolerable  slip  for  a  tech  stock 
is  27%.  This  is  about  12%  deeper  than  most  investors 
(who  commonly  use  a  15%  stop-loss  threshold)  are 
willing  to  go.  An  early  panic  is  a  mistake. 

3.  Where  are  the  earnings?  Technology  stocks  are 
growth  stocks,  but  they  are  often  misjudged — or 
missed — by  investors  who  apply  standard  rules 
of  industrial  stock  valuation.  One  cannot  obsess  on  cur- 
rent earnings  and  buy  technology  well.  Young  tech- 
nology companies  capitalize  their  growth  from  strong 
sales.  Without  the  slightest  embarrassment,  they  report 
earnings  of  a  penny  or  two.  This  causes  the  price/earn- 
ings ratio  to  explode,  which  creates  the  mistaken  impres- 
sion that  the  stock  is  absurdly  expensive — when  it  may 
be  a  real  bargain. 

— Michael  Gianturco  is  a  technology-stock  portfolio  manager 
and  author  of  The  Market  that  Beats  the  Market:  How  to  Pick 
Technology  Stocks  and  Funds  (Little  Brown,  1995). 
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TWO  IMAGES  RECOGNIZED 
THROUGHOUT  THE  WORLD  AS 
MANUFACTURING  WONDERS 


QAD 

QAD  is  a  leading  developer  and  global  supplier  of  integrated  business  software  and 
services  for  the  manufacturing  industry.  QAD's  time-to-benefit  methodology 
makes  its  MFG/PRO  software  fast  to  implement  and  easy  to  use  and  maintain.  With 
implementations  in  more  than  65  countries,  and  software  available  in  24  languages 
concurrently,  QAD  gives  you  the  tools  necessary  to  gain  a  distinct  competitive  advantage. 

And  as  for  Stonehenge...  it  is  beyond  explanation. 


QAD  Global  Marketing,  6450  Via  Real,  Carpinteria,  California  USA  93013  Telephone  (805)  565-9404  http://www.qad.coni 


FROM  HIGH  TORQUE  TO  HIGH  TECH. 


1986 


T»he  past  decade  has  brought 
a  fundamental  change  to  Wall 
Street's  hero  investors.  What 
worked  then  and  what  works 
now  have  bred  very  different  creatures. 
The  muster  of  the  universe  has  given 
way  to  a  demi-nerd  who  looks  and 
thinks  like  the  talent  at  the  companies 
whose  stock  he  buys.  Mr.  '86  ate  at 
Lutece  and  Elaine's.  Mr.  '96  grabs  a 
pizza  on  the  run  at  Strada  in 
O'Hare.  Gone  is  the  Mercedes  roadster; 
today's  high  roller  rolls  around  in  a 
Ford  Explorer.  Out  is  the  $1,200 
black  leather  power  throne;  when  he 
isn 't  on  the  go,  the  new  hotshot  sits 
in  the  $639  ego-free  multitask 
Herman  Miller  Aeron  chair.  In 
the  '80s,  image  was  everything. 
Today,  knowledge  is  all.  And 
camouflage  makes  for  better 
intelligence  gathering. 

Louis  Vuitton  attache  ($1,600) 


Leather  Filofax 
planner 
($80) and 
Mont  Blanc 
Diplomat  pen 
($395) 


Carbon-fiber 
squash  racquet ($100 
and  up)  and  membership  in 
Manhattan's  Downtown 
Athletic  Club  ($2,533  aver 
age  annual  dues  in  '86) 


Paul  Mitchell  hair  gel  ($5.99) 


Designer  glasses  ($135  and  up) 


Designer  tie  ($70  and  up) 


Custom-made  shirt 
($120  and  up) 


Italian  or 

English  suit  ($1,800) 


Barney's 

red  suspenders ($46) 


Vintage  Rolex 
($3,600) 


Perry  Ellis 
bikini  briefs 


Rolodex 
address 
file  ($49) 


San  Pellegrino 
($4.50) 


Single-malt 
Scotch  ($20 
and  up) 


Bench-made,  cap-toe  oxfords  ($400  and  up) 
with  in-office  shoeshine  ($2  with  tip) 
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Supercuts  ($9)  and 
no  time  to  comb 


Cellular  phone  (lc) 
with  monthly  fees 
and  charges  ($840) 

Brooks  Brothers  rep  tie  ($36) 


Conference  ID  tag 


V 


Health  Rider 
($299)  to  ward 
off  repetitive 
stress  syndrome 


A  kind  of  zen  sets  the 
M^L  tone  for  '90s  tech  investors: 
^r^%  Call  it  the  style  of  no  style. 

m        m  Though  some  have  merely 
traded  in  their  Glenftddich  for  a  double- 
halfcaf-lowfat-latte,  the  real  winners 
walk  the  walk.  Wired  for  instant  action, 
they  pass  invisibly  through  industry 
conferences,  careful  not  to  set  them- 
selves apart  by  looking  like  the  million 
(or  more)  they're  actually  worth.  The 
new  paradigm  is  low  profile;  the  result  is 
astonishingly  high  profits. 


Rockport  shoes  ($120) 
for  long  hikes  around  Interop 


Note:  All  prices  approximate  to  their  decade. 


Discount 
generic  frames 


1996 


Nordstrom  blazer  ($290) 


Bic  pen  (29c) 


Agenda  Conference 
handout  shirt 
($2,995  for  conference) 

Apple  Duo  Dock 
computer  ($4,550) 

Digital  Timex 
($46);  tacky 
but  dead 


accurate 


Pager ($50) 
Jockey  shorts 

Dockers  ($40) 


Vintage  Fender 
($7,500)  for 
tribal  jams  at 
PC  Forum 


r/'    Diet  Coke 
(75c) 
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SIX  BILLION  DOLLAR  MAN 


Call  him  the  Six  Billion  Dol- 
lar Man.  That's  how  much  Rick 
Sherlund,  the  Goldman  Sachs 
software  analyst  ranked  num- 
ber one  by  Institutional  Investor 
magazine,  sliced  off  Microsoft's 
market  value  last  fall  by  writ- 


ing a  negative  report  on  the 
company.  Naturally,  Microsoft 
chairman  Bill  Gates  respond- 
ed to  the  report  by  question- 
ing Sherhmd's  broader  skills, 
but  money  talks.  At  about  a 
cool  $1  billion  per  page  (the 
report  that  went  to  perhaps 
3,000  readers  was  six  pages), 


Sherlund's  words  have  a  value 
that  Stephen  King  and  Danielle 
Steele  can  only  dream  about. 

In  a  business  where  change 
is  rapid,  and  good  investment 
information  pure  gold,  Sher- 
lund is  a  serious  seer.  With  an 
undergraduate  degree  in  busi- 
ness from  Cornell,  he  signed 
on  as  a  technology  research 
analyst  with  Goldman  Sachs  in 
1982.  In  1994,  he  became  a 
partner,  earning  a  salary  and 
bonus  that  starts  at  $1  million 
and  can  go  a  lot  higher. 

To  find  out  where  and  how 
Sherlund  puts  his  finely  tuned 
ear  to  the  ground,  Forbes  ASAP 
recently  spent  a  day  in  Manhat- 
tan with  the  analysts'  analyst. 

6:00  a.m.  Sherlund,  on  a  tread- 
mill, looks  like  a  man  trying 
to  jump-start  his  own  engine. 
He  has  just  rolled  in  from 


a  45-minute  commute  after 
five  hours'  sleep.  That's  only  a 
little  less  sleep  than  usual. 
After  some  ribbing  from  fellow 
exercisers  about  the  attention 
he's  getting  from  the  Forbes 
ASAP  photographer,  Sherlund 
shoots  back  that  it's  for  a  Play- 
boy spread. 

7:00  a.m.  Lower  Manhattan 
office  buildings  are  glass-walled 
Dustbusters,  vacuuming  up 
harried-looking  men  and 
women  in  dark  suits  and  sus- 
pending them  on  high,  then 
spitting  them  back  out  eight 
hours  later. 

Goldman  Sachs — or  "The 
Firm"  (as  Sherlund,  without 
irony,  refers  to  it) — has  its 
New  York  offices  in  two  office 
towers.  Trading  and  Equities 
are  in  a  new  building  at  One 
New  York  Plaza;  institutional 
research  and  senior  manage- 
ment are  in  an  older  building 
at  85  Broad  Street. 

Sherlund  is  headed  for  his 
16th-floor  research  office,  bent 
forward  as  if  into  a  perpetual 
head  wind.  He  has  traded  his 
exercise  togs  for  a  dark-blue 
Brooks  Brothers  suit  with  pale 
white  pinstripes.  There  aren't 


many  assistants  or  analysts 
around  yet.  The  department  is 
arranged  so  that  all  the  analysts 
are  in  roughly  same-sized 
offices,  each  with  a  window. 

Sherlund's  office  looks  like 
a  library — one  where  a  bomb 
went  off.  You  can  barely  see 
the  floor  beneath  a  layer  of  file 
folders,  trade  magazines  and 
research  reports.  On  a  desk  a 
Dell  computer  runs  Windows 
3.1  (Goldman  Sachs  hasn't 
upgraded  to  Windows  95  yet). 
On  the  screen:  NewsEDGE,  a 
customized  news  service  that 


searches  every  major  news  wire 
for  the  stocks  Sherlund's  inter- 
ested in.  The  left  wall  supports 
a  bookshelf  of  musty  Cornell 
freshman  engineering  texts, 
mixed  in  with  a  few  less-tech- 
nical books — even  one  called 
something  like  Beating  Your 
Midlife  Crisis  by  Fly-fishing. 
Notes  and  telephone  numbers 
for  key  clients  and  companies — 
including  a  direct  number  for 
Bill  Gates — paper  a  corkboard. 

Sherlund  covers  a  15-com- 
pany  group  that  includes  the 
world's  largest  and  best-known 
software  makers,  including 
Computer  Associates,  Oracle 
and,  of  course,  Microsoft.  He 
constantly  looks  for  good  in- 
vestment ideas;  on  behalf  of 
Goldman  investment  bankers, 
he  calls  in  person  on  public  and 
private  companies  in  a  hunt  for 
financing  business.  During  the 
one  day  out  of  two  when  he 
isn't  on  the  road,  he's  on  the 
phone  selling  his  ideas  to  some- 
one somewhere. 

7:10  a.m.  Yesterday,  Tivoli 
Systems  and  Business  Objects, 
two  client/server  software  com- 
panies, reported  numbers  above 
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Goldman  Sach  s  Rick  Sherlund  is  ground  zero  for 
software  company  market  caps.  By  Paul  Kedrosky 


Sherlund's  expectations.  While 
pleased,  Sherlund  knows  he 
must  decide  whether  he  needs 
to  raise  his  estimates  and  rat- 
ings on  the  stocks.  Sherlund 
spoke  to  Tivoli's  CFO  last  night, 
but  Business  Objects  is  in 
France.  Reaching  the  compa- 
ny's management  will  be  the 
first  order  of  business  today. 

Business  Objects'  president, 
Bernard  Liautaud,  calls.  Speed- 
ily, they  discuss  the  previous 
night's  results — the  tax  rate  has 
changed  in  France  and  that 
made  Sherlund's  estimate  go 
awry.  "How  do  things  look 
going  forward?"  Sherlund 
asks.  He's  building  an  earnings 
estimate  for  next  year. 

Meet  or  exceed  Wall 
Street's  estimate  for  your  com- 
pany and  all  is  well;  miss  your 
estimate  and  watch  out  for 


7:25  a.m.  "Where  is  The  increase.  Sherlund  thinks  Busi- 

Street  coming  in?"  Sherlund  ness  Objects  has  been  overly 

asks.  He  wants  to  know  what  conservative  with  him  in  its 

his  fellow  analysts  are  saying,  forecast;  he  wants  to  gauge  the 


First,  he  knows  there  at  least  a 
dozen  analysts  who  can  influ- 
ence Business  Objects'  share 
price.  And  second,  Sherlund, 


falling  objects.  The  earnings- 
estimate  game  is  played 
through  an  oral  version  of 
hide-and-seek  ("warmer... 
"warmer" ...  "that  sounds  okay") 
wherein  companies  guide  ana- 
lysts in  creating  estimates,  then 
both  parties  try  to  live  with  the 
consequences.  A  company  like 
Business  Objects  will  usually 
try  to  curb  expectations  to  give 
itself  the  lowest  possible  hurdle. 


who  has  a  reputation  for  being 
cautious,  wants  to  make  sure 
that  he  is  on  the  low  end  of 
"Street"  estimates. 

Before  talking  to  Liautaud, 
Sherlund  had  already  calculat- 
ed a  new  earnings  estimate  for 
next  year:  $1.35,  up  only  three 
cents  from  his  old  estimate.  But 
he  bluffs  Liautaud.  Sherlund 
tells  him  he  is  "looking  for 
$1.45" — a  whooping  13-cent 


reaction  to  this  higher  number. 
Liautaud  sounds  nervous.  Mis- 
sion accomplished.  Sherlund 
then  writes  a  research  update, 
calling  it  a  good  quarter  for 
Business  Objects. 

7:35  a.m.  He  gives  his  update 
to  his  research  assistant,  who 
enters  it  into  an  internal  sys- 
tem based  on  Internet  tech- 
nology. From  there,  it  goes  out 
on  First  Call,  an  electronic  bro- 
ker estimate  system.  Sherlund's 
analysis  can  now  be  read  by 
Goldman  Sachs  clients  all  over 
the  world. 

8:00  a.m.  Sherlund  is  at  the 
first  of  three  breakfast  meetings 
scheduled  for  that  morning. 

First  up:  one  of  the  regu- 
lar technology  update  sessions 
with  Jon  Corzine,  Goldman 
Sachs'  chairman  and  senior 
partner.  In  a  small  board- 
room, four  analysts  join 
the  executive  for  breakfast. 
Choices  include  poached  eggs 
on  a  potato  pancake.  Sherlund 
orders  a  fruit  plate. 

Corzine  is  49.  With  his 
beard  and  blue  sweater-vest, 
he  looks  more  like  a  professor 
than  the  director  of  a  leading 
Wall  Street  investment-bank- 
ing firm.  Of  the  four  analysts 
in  the  room,  three  are  men  and 


one  is  a  woman.  All  are  dressed 
in  dark  colors.  Corzine  directs 
his  comments  to  Sherlund  for 
much  of  the  meeting. 

8:15  a.m.  Sherlund  excuses 
himself  to  phone  in  to  anoth- 
er morning  meeting.  He  has 
decided  that  after  so  much 
nervousness  in  technology 
markets  in  the  preceding  weeks, 
some  good  news  might  reas- 
sure nervous  clients  and  traders. 

When  he's  patched  into  the 
morning  call,  Sherlund  clears 
his  throat.  His  voice  becomes 
slower  and  deeper,  a  little  like 
a  radio  Dj's.  Sherlund  tells  the 
invisible  audience  of  Goldman 
Sachs  traders  and  salespeople 
that  the  results  for  Tivoli  and 
Business  Objects  were  good, 
slightly  ahead  of  his  expecta- 
tions. He  says  he  rates  Business 
Objects  at  44  times  last  year's 
EPS  estimate,  and  30  times  this 
year's  estimate,  a  moderate 
outperformer  (brokerspeak 
for  "weak  buy").  Then  the 
meeting  is  over;  30  seconds, 
no  goodbye. 

9:10  a.m.  It's  just  his  second 
meeting  of  the  day  and  Sher- 
lund is  already  running 
10  minutes  late.  This  break- 
fast meeting  is  about  60  feet 
down  the  hall  from  the  last 
one.  The  menu  is  the  same. 

Sherlund  meets  with  the 
management  of  Sapient,  a 
client/server  software  devel- 
oper that  has  done  work  for 
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Goldman  Sachs.  Corzine  sits 
in  for  a  few  minutes.  It  is  a 
closed  loop:  Jerry  Greenberg, 
a  Sapient  executive,  is  pitching 
Goldman  Sachs  for  more  soft- 
ware development  business; 
Corzine  is  pitching  him  about 
Goldman's  prowess  as  Sapi- 
ent's  potential  underwriter. 
Once  again  the  room  is  full  of 
dark  suits. 

9:30  a.m.  After  lobbing  a  few 
perfunctory  questions,  Sher- 
lund  starts  selling  Goldman 
Sachs.  A  pitch  from  a  high- 


broader  by  the  second.  tion  of  major  institutional  in- 

At  the  Sapient  meeting,  vestors  and  brokerage  analysts. 

Sherlund  was  competing  for  As  a  result,  stocks  often  start 

business.  This  time  he's  in  the  to  move  before  the  conference 

driver's  seat.  The  Texan  obvi-  in  anticipation  of  favorable 


profile  analyst  like  Sherlund 
can  be  a  major  factor  in  bring- 
ing in  deals.  He  tells  Green- 
berg that  The  Firm  has  done 
more  successful  client/server 
offerings  than  any  other 
brokerage.  Sherlund  says  he 
thinks  Sapient  has  a  solid  and 
easily  understood  business 
model,  something  that  could 
be  readily  presented  to  insti- 
tutional investors. 

When  Sherlund  is  done, 
Greenberg  asks  about  the 
market  for  tech  stocks.  Sher- 
lund shifts  without  a  hitch 
into  analyst  mode.  "We  think 
the  outlook  for  client/server 
stocks  is  very  attractive,"  he 
says,  keeping  his  answer  tied 
to  Sapient's  business. 

10:00  a.m.  Across  Broad  Street 
to  One  New  York  Plaza  for  an- 
other investment  banking  pitch, 
Sherlund  is  way  late.  There  are 
three  other  Goldman  Sachs 
employees  in  the  room  when 
Sherlund  arrives,  plus  the 
client,  the  CFO  of  a  Texas  com- 
pany that  develops  manufac- 
turing software  and  is  thinking 
of  going  public.  The  Texan  is 
enjoying  the  attention:  He 
struts  around,  his  d> 


Sherlund  spends  a  great  deal  of  time 
explaining  things  that  any  finance 
academic  will  tell  you  are  unex- 
plainable,  at  least  in  the  short  term. 


ously  wants  Goldman  to  un- 
derwrite his  offering,  but  Sher- 
lund doesn't  seem  that  keen. 
He  keeps  pushing  the  CEO  for 
a  clear  statement  of  the  com- 
pany's strategy:  "Institutional 
investors  want  to  walk  away 
from  IPO  meetings  with  a  sim- 
ple, clear  idea  of  your  business," 
Sherlund  says. 

10:45  a.m.  Back  in  his  office, 
Sherlund  reads  the  20  or  more 
pink  phone-message  slips  that 
have  piled  up.  He  checks 
NewsEDGE,  noting  that  Tivoli 
is  already  up  $1,  as  is  Microsoft. 
The  strength  in  Microsoft  stock 
is  a  recurring  theme  this  day. 
Sherlund  calls  the  trading  desk 
to  see  if  anyone  has  heard  any- 
thing. While  on  the  phone,  he 
stares  at  some  fixed  point  in  the 
air  halfway  between  the  floor 
and  the  ceiling. 

Another  trader  calls  back. 
"Microsoft  might  be  up  on 
buying  in  front  of  AEA,"  he 
tells  Sherlund.  The  upcoming 
American  Electronics  Associ- 
ation conference  is  a  good 
example  of  what  separates 
professional  investors  from 
amateurs.  At  the  AEA  con- 
ference, and  other  exclusive 
events  like  it,  a  who's  who  of 
management  from  companies 
such  as  Intel,  Motorola  and 
Microsoft  present  to  a  collec- 


news.  "Yeah,  that's  probably 
it."  Sherlund  sounds  relieved. 
He  repeats  this  explanation  to 
clients  throughout  the  day. 

Analysts  are  rational  peo- 
ple who  believe  there  is  some 
causal  relationship  between 
events  and  stock  movements. 


consumes  a  lot  of  Sherlund's 
time.  "Microsoft  is  only  one  of 
the  companies  I  follow,"  says  a 
frustrated  Sherlund  at  one  point 
during  the  day.  There  is  a  price 
to  be  paid  for  being  so  closely 
identified  with  a  single  high- 
profile  company. 

Noon  Sherlund  eats  in  the  new 
Goldman  Sachs  cafeteria  by  the 
trading  floor  across  the  street. 
On  the  way  to  his  table  with  a 
plate  of  pasta,  he  constandy  says 
hello  to  people  but  never  stops 
to  talk. 

Before  heading  back  to 
his  office,  Sherlund  visits  the 
trading  floor  to  talk  with 
the  chief  trader  about  activity 


Explaining  that  relationship  is 
what  analysts  like  Sherlund 
spend  a  great  deal  of  time 
doing:  why  share  prices  are  up, 
down  or  doing  nothing  at  all; 
explaining  things  that  any 
finance  academic  will  tell  you 
are  inherently  unexplainable, 
at  least  in  the  short  term.  So 
when  a  good  reason  for  an 
otherwise  unexplainable  stock 
activity  presents  itself,  Sher- 
lund grabs  it  as  if  it's  a  lifeline. 

This  ceaseless  tea-leaf  read- 
ing, especially  of  Microsoft, 


in  his  stocks.  The  room  is  full 
of  intense  men  and  women 
constantly  on  the  phone.  Peri- 
odically, they  shout  angry- 
sounding  comments  that  seem 
directed  at  no  one  in  particu- 
lar. So  many  people  staring 
intently  into  terminals  gives 
the  place  the  look  of  NASA's 
Mission  Control. 

1:30  p.m.  Sherlund  works 
his  way  through  his  growing 
mountain  of  telephone  mes- 
sages, phoning  some,  throwing 
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out  the  rest.  He  returns  a  call 
from  the  Wall  Street  Journal 
about  the  database  firm  Sybase. 
The  stock  is  moving  and  Sher- 
lund  has  already  had  a  few  calls 
on  it  today. 

While  waiting  for  the  call 
to  go  through,  Sherlund  reads 
a  news  headline  out  loud:  "Mi- 
crosoft's Gibraltar  Web  Serv- 
er to  be  Announced  Monday." 
He  notes  that  Bill  Gates  says 
that  the  Internet  is  Microsoft's 


Sherlund's  administrative  as- 
sistant. She  asks  Parekh  what 
time  he'll  be  in  on  Saturday. 
He  answers  he'll  be  in  from  7 
a.m.  until  1 1 — 1 1  p.m.,  that  is. 

Sounding  disgruntled,  the 
assistant  replies,  "We've  got  to 
talk.  When  you  die,  no  one's 
going  to  say:  'He  should've 
spent  more  time  at  the  office.'  " 

3:00  p.m.  Sherlund  looks 
increasingly  tired,  even  mak- 


Microsoft's  Internet  strategy  hadn't 
impressed  Sherlund.  Last  fall,  for  the 
first  time,  he  took  the  company  off 
the  "Priority  Recommended"  list. 


"main  focus  for  development." 

"It  should  be,"  says  Sher- 
lund, with  an  it's-about-time 
tone  in  his  voice. 

Microsoft's  Internet  strat- 
egy, as  articulated  to  date, 
hasn't  impressed  him.  A  few 
weeks  later,  Sherlund  would 
put  this  in  writing  with  a  now- 
famous  research  note  that  took 
Microsoft  off  Goldman  Sach's 
"Priority  Recommended"  list 
for  the  first  time  ever.  Mi- 
crosoft's share  price  fell  almost 
5%.  Suddenly,  Sherlund  was 
less  than  popular  in  Redmond: 
"He's  your  man  ...  if  you  want 
to  run  a  spreadsheet,"  Gates 
had  once  told  Forbes  ASAP's 
George  Gilder. 

1 :40  p.m.  His  headset  on  and 
his  shoes  off,  Sherlund  talks 
to  a  potential  investment  bank- 
ing client.  He's  concerned  be- 
cause Ray  Noorda,  former 
chairman  of  Novell,  is  on  the 
bank's  board.  Noorda  is  known 
to  hate  Microsoft  and  by 
extension,  perhaps,  Goldman 
Sachs.  Sherlund  pitches  hard. 
"We  do  business  with  many 
of  Microsoft's  competitors, 
from  Oracle  to  Novell.  Our 
relationship  with  Microsoft 
has  never  stopped  us  from 
pursuing  other  clients." 

2:35  p.m.  Michael  Parekh, 
Goldman's  Internet  analyst,  is 
trying  to  schedule  a  Saturday 
meeting  with  Sherlund  through 


ing  some  calls  with  his  eyes 
closed,  as  he  repeats  what  he 
has  been  saying  all  day  long 
about  Microsoft  and  the  AEA. 
He  perks  up  when  Don  Glark 
from  the  Wall  Street  Journal 
returns  an  earlier  call.  This  is 


stopped  talking  to  Sherlund  for 
a  year  in  reprisal  for  Sherlund's 
persistence,  but  it  didn't  mat- 
ter because  of  all  the  contacts 
Sherlund  had  inside  Lotus. 
"Being  an  analyst  is  like  being 
an  investigative  reporter," 
Sherlund  says. 

3:10  p.m.  Tivoli's  president, 
Frank  Moss,  calls  to  say  he's 
disappointed  with  the  wording 
of  the  research  note  Sherlund 
put  out  on  Tivoli  that  morn- 
ing. In  raising  his  estimate  for 
the  coming  year,  Sherlund 
wrote  that  he  was  surprised 


the  liveliest  Sherlund  has  been 
all  day.  The  two  kibitz  and  gos- 
sip like  soldiers  from  the  same 
hometown  meeting  at  the  front. 
They  question  each  other  about 
an  upcoming  Sybase  announce- 
ment and  about  the  surprising 
strength  of  Microsoft's  stock. 
Neither  seems  eager  to  get  off 
the  phone. 

Think  of  an  analyst  as  a 
pumping  station  on  an  inter- 
national information  grid. 
Information  comes  in;  the 
analyst  processes  it  and  then 
disperses  it  to  customers  all 
over  the  globe.  Annual  reports 
and  financial  circulars  are 
obvious  sources  of  infor- 
mation. But  longtime  analysts 
like  Sherlund  develop  other 
sources.  This  way  they  can  get 
around  a  company's  manage- 
ment, if  necessary.  Jim  Manzi, 
the  former  head  of  Lotus,  once 


that  Tivoli  showed  such  good 
results;  he  had  expected  the 
company  to  invest  more  in  its 
business.  Moss  suggests  he's  a 
better  judge  of  Tivoli's  busi- 
ness. Sherlund  is  polite  but 
firm,  taking  Moss's  company 


gently  to  task  for  not  provid- 
ing better  guidance  in  the 
quarter.  "Analysts,  if  left  to 
themselves,  will  put  your  com- 
pany in  an  awkward  position," 
he  savs. 

5:30  p.m.  Most  investors  are 
gone  for  the  day,  but  Sheriund 
returns  a  few  more  phone  calls. 
Then  he  works  on  a  couple  of 
upcoming  reports,  including 
one  on  Microsoft's  Internet 
strategy.  This  is  the  first  time 
all  day  Sherlund  has  really  had 
a  chance  to  be  what  he  is  paid 
to  be:  a  research  analyst. 


6:30  p.m.  Sherlund  prepares 
some  paperwork,  sorts  through 
his  mail  and  bundles  up  mag- 
azines to  take  home  for  the 
weekend.  All  this  material 
requires  a  briefcase  plus  two 
other  bags. 

After  one  final  check  of  the 
news  wire,  Rick  Sherlund  leaves 
the  office.  He  may  be  back 
tomorrow,  Saturday,  for  a 
meeting  with  Michael  Parekh, 
but  for  now  he  can  go  down  the 
elevator,  out  through  the 
revolving  doors  onto  Broad 
Street.  Just  another  Six  Billion 
Dollar  Man  in  a  dark  suit,  he 
vanishes  into  the  thinning 
evening  crowds.  ■ 
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Presented  in  Association  with: 

A.G.   Edwards,   Inc.;  American  Arbitration  Association;  Andersen  Consulting; 
ARAMARK  Corporation;  AT&T  Solutions;  Bell  Atlantic  Corporation;  Cheyenne  Software; 
Credit  Suisse;  CS  First  Boston;  Deutsche  Bank;  Johnson  Controls,  Inc.; 
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The  Conference: 

This  two  and  a-half-day  conference  brings  together  visionary  leaders  from  business 
finance,  and  government  to  share  insights  and  exchange  views  on  the  unique 
collaborations  and  extraordinary  new  partnership  strategies  that  are  reshaping 
enterprise.  To  understand  how  to  create,  finance,  implement  and  manage  growth, 
make  sure  to  include  this  conference  on  your  May  calendar. 

Who  should  attend: 

•CEOs,  Presidents,  CFOs,  Strategic  Marketers  and  Other  Senior 
Executives  Responsible  for  Growing  the  Enterprise 

•Key  Underwriters  and  Members  of  the  Venture  Capital  Community 

•Equity  Analysts,  Research  Directors  and  Fund  Managers 

•Inside  and  Outside  Legal  Counsel 


For  more  information,  call  800-547-6276,  fax  203-221  ~7710 
or  visit  our  website  at  http://www.amex.com/forbes.httn 
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Some  say  Ray  Noorda's 

successor  at  the  Utah-based 

network  software  giant  is 

too  nice  for  the  current  predatory 

climate.  But  this  veteran 

fly  fisherman  believes  there's 

a  profitable  future,  and  that  a 

network  runs  through  it. 


THE   ASAP   INTERVIEW   BY   GENE  KOPROWSKI 


Bob  Frankenberg  extends  his  left 
arm  and  a  peregrine  falcon 
whooshes  in  to  land  on  his 
leather-gauntleted  hand.  In  a 
wooded  canyon  near  Altamont,  Utah, 
Frankenberg,  chairman  and  CEO  of 
Novell,  is  spending  an  afternoon  learn- 
ing how  to  hunt  with  the  bird  of  prey. 

Frankenberg  says  he  finds  the  bird  "fas- 
cinating," but  doesn't  feel  much  kinship 
to  it.  The  falcon  dives  on  its  targets  at 
over  200  mph.  It  grabs  them  with  razor- 
sharp  talons  and  administers  the  coup  de 
grace  with  a  blow  from  its  beak.  This  may 
resemble  the  predatory  style  of  fellow 
CEOs  Bill  Gates  of  Microsoft  and  Larry 
Ellison  of  Oracle,  but  Frankenberg,  whose 
company  notched  about  $2  billion  in  sales 
last  year,  prefers  a  subtler  approach.  He's 
a  fisherman,  a  believer  in  strategy  and  pre- 
sentation. One  offers  the  bait  and  waits 
for  the  quarry  to  come  in.  Strategy  and 
presentation  are  everything. 

Frankenberg  is  more  at  home  with  a 
fly  rod  and  reel.  Five  minutes  after  cast- 
ing his  lure  in  a  stream  near  the  Falcon's 
Ledge  lodge  160  miles  from  Salt  Lake 


City,  Frankenberg  caught  his  first  fish,  a 
brown  trout.  Two  brook  trout  quickly  fol- 
lowed. When  he  casts,  he  keeps  his  arm 
out  to  his  side  and  extends  the  line  in  a 
motion  that  goes  from  10  o'clock  to 
2  o'clock,  pulling  the  line  off  the  reel  and 
letting  it  slip  through  his  hands.  A  lure 
called  a  woolly  bugger  lands  in  the  water, 
and  Frankenberg  waits  silently  for  10  sec- 
onds as  it  sinks.  Then  he  lowers  his  rod, 
and  begins  reeling  the  line  in,  six  to  eight 
inches  at  a  time,  trying  to 
entice  a  fish. 

Then  he  waits,  looking 
for  concentric  ripples  on 
the  water.  He  begins  cast- 
ing again,  stripping  the  line 
half  a  foot  or  so  at  a  time. 
It  is  an  exhausting  ritual, 
but  Frankenberg  doesn't  seem  to  mind. 
He's  clearly  exhilarated  by  the  process. 

"Fly-fishing  is  so  much  fun  because 
you  use  a  false  lure,"  says  Frankenberg. 
"As  soon  as  the  fish  hits  it,  it  knows  it's 
fake  and  will  spit  it  out.  So  you  know  you 
have  to  hook  them  immediately.  But  they 
won't  ever  swallow  the  hook.  Which  is 


why  you  can  safely  catch  and  release  them. 
When  you  fish  with  bait,  they  swallow  it, 
and  you  kill  the  fish  in  the  process  of  get- 
ting the  hook  out." 

Some  critics  have  suggested  that  Nov- 
ell should  have  adhered  more  closely  to 
this  careful  approach  when  the  company- 
went  fishing  for  software  maker  Word- 
Perfect in  June  1994  and  bought  the  com- 
pany for  stock  then  worth  $855  million. 
The  plan  was  to  go  one-on-one  with 
archrival  Microsoft.  But  the  two  corpo- 
rate cultures  failed  to  merge;  most  of 
WordPerfect's  salesforce  was  fired;  and  in 
the  ensuing  months  the  well-established 
software  maker  lost  most  of  its  market 
share.  Many  observers  blame  management 
errors  for  the  debacle.  Early  this  year, 
Novell  sold  parts  of  WordPerfect  to  Cana- 
dian company  Corel  in  exchange  for  9.95 
million  shares  of  Corel  common  stock  and 
$10.75  million  in  cash  plus 
$70  million  in  royalties 
over  the  next  five  years. 

Frankenberg  is  no 
longer  concentrating  on 
fighting  with  Microsoft. 
Instead,  he's  looking  again 
to  networking  for  revenues. 
The  strategy  to  take  on  the  Redmond, 
Wash.,  operating-system  software  giant 
was  the  legacy  of  founder  and  former  CEO, 
Ray  Noorda,  who  was  said  to  be  obsessed 
with  rival  Bill  Gates.  Now,  after  months 
of  mulling  over  its  future,  and  plenty  of 
new  executive  hires,  Novell  is  firmly  back 
in  the  network  world. 
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Frankenberg  has  signed  alliances  with 
most  of  the  world's  leading  telecommu- 
nications companies,  from  AT&T,  Deutsche 
Telekom  and  France  Telecom  to  Nippon 
Telephone  and  Telegraph,  and  Telstra 
in  Australia.  The  goal?  To  make  global 
network-computing  as  seamless  as  plac- 
ing a  phone  call  with  a  major  carrier. 

Many  analysts,  however,  wonder 
whether  Novell  can  compete  and  if 
Frankenberg  is  the  man  to  rebuild  the 
franchise.  David  Coursey,  the  outspoken 
editor  of  the  PC  Letter,  says  that  Novell  is 
in  danger  of  "becoming  irrelevant."  He 
shares  a  perception  that  Microsoft's  Win- 
dows NT  networking  soft- 
ware may  overwhelm  Nov- 
ell and  that  the  company 
lacks  the  executive  talent  to 
compete  in  the  industry. 

Frankenberg  is  using  his 
fisherman's  skills  to  change 
that  perception.  During  the 
last  year,  he  has  flown  all  over 
the  globe,  about  400,000 
miles,  to  meet  with  clients 
and  discuss  the  new  global- 
network  focus  of  the  com- 
pany. Frankenberg  has  also 
fired  an  array  of  ad  agencies  he  blames  for 
sowing  a  contusing  message.  Another 
problem:  The  company's  stock  price  has 
lagged  under  $20  per  share  despite  the 
mid-'90s  boom  in  technology  shares. 
Frankenberg  now  spends  a  good  deal  of 
time  on  the  phone  with  analysts,  trying  to 
sell  the  Novell  story  to  Wall  Street. 

Frankenberg  met  with  Forbes  ASAP  on 
Oct.  18  and  19  at  a  Utah  mountain  lodge 
owned  by  Jim  Bills,  a  former  senior 
executive  at 
Novell.  The 
conventional 
wisdom  about 
Frankenberg 
is  that  he  is 
too  nice  a 
guy  for  the 
PC  industry. 
But  the  CEO, 
though  cer- 
tainly not  brash,  doesn't  come  off  as  soft. 
Will  he  succeed?  Read  on. 

ASAP:  Bill  Gates  and  Larry  Ellison  are 
viewed  as  tough  competitors.  You're  not. 
Do  you  have  to  be  an  SOB  to  make  it  in  the 
PC  business? 

FRANKENBERG:  You  don't  need  to  hold 
public  executions  to  show  how  tough  you 
are.  Before  I  got  to  No\  ell,  i  was  in  the  per- 
sonal-computer business.  I'm  diking  about 


a  competitive  business,  with  some  real  SOBs 
in  it.  But  at  Hewlett-Packard  we  went  from 
25th  to  6th  in  about  three  years,  and  we 
didn't  have  to  lie,  cheat,  steal  or  cast  asper- 
sions on  other  people's  ancestries.  My  father 
taught  me  a  long  time  ago  that  you  should 
choose  your  enemies  wisely, 
because  you're  going  to  have  them 
for  a  long  time.  Aid  somebody  else 
said  you  should  keep  your  enemies 
closer  than  your  friends. 

ASAP:  That  would  be  Machiavelli. 
FRANKENBERG:  Yes.  Microsoft  has  very 
indiscriminately  made  enemies,  like  many 
of  the  world's  telecommunica- 
tions companies  who  knew  that 
the  Microsoft  Network  was 
going  to  go  after  services  they 
provided.  That  indiscriminate 
choosing  of  enemies  has  been  a 
very  big  problem  for  them.  One 
of  our  most  enduring  compet- 
itive advantages  is  the  arrogance 
of  our  competitors. 

ASAP:  The  perception  in  the 
market  is  that  Novell  is  at  a 
crossroads.  Is  that  correct? 
FRANKENBERG:  I  think  Novell  is,  but  the 
industry  is  as  well.  The  desktop  has  been  a 
rivet  at  the  center  of  attention  now  for  a 
dozen  years  or  so.  And  Microsoft  won. 
We're  a  third  their  size,  so  to  attack 
Microsoft  on  the  desktop  is  suicidal.  Okay. 
But  now  the  industry'  is  shifting  to 
the  network.  Keep  your  eye  on  the 
telecommunications  industry. 
That's  the  crossroad. 

ASAP:  And  what  opportunities  are 
you  finding  there? 

FRANKENBERG:  Huge  unmet  needs.  The 
largest  single  set  is  making  networking  easy, 
whether  it's  wide-  or  local-area  network- 
ing. Using  a  PC  is  difficult.  Using  a  net- 
work is  even  more  difficult.  So  finding  ways 
to  reduce  or  eliminate  or  export  the  com- 
plexity is  really  important.  This  is  not 
unlike  what  happened  in  the  telephone 
industry  in  the  '30s  or  '40s  when  an  oper- 
ator had  to  make  long-distance  calls.  It 
took  an  expert  to  manipulate  the  system. 

ASAP:  A  human  switch. 
FRANKENBERG:  A  hu- 
man switch,  exactly. 
That's  not  unlike  what 
you  see  with  data  net- 
working today.  We  have  switches.  We  have 
routers.  We  have  hubs.  And  we  have  this 
equipment.  But  it's  still  very  complicated 


and  companies  large  and  small  have  spent 
a  lot  of  money  to  get  this  structure  into 
place.  They're  not  too  happy  about  that. 
So,  reducing  the  complexity  or  exporting 
it  are  really  key.  Seventy  percent  of  the  cost 
of  networking  is  in  managing  the  network; 

only  3%  is  in  the  cost  of  the  soft- 
ware that  the  people  buy  from  us. 


ASAP:  Why  is  managing  a  net- 
work such  a  big  deal? 
FRANKENBERG:  Work  is  becom- 
ing an  activity  instead  of  a  place. 
So  networks  need  to  go  with  us  wherever 
we  are.  When  I  tried  to  dial  my  office  from 
the  ETRE  Conference  in  Spain,  I  couldn't 
get  back  to  my  e-mail.  In  fact,  I  had  trou- 
ble recently  getting  to  it  out  of  Phoenix.  It 
isn't  yet  present  wherever  we  need  it — and 
the  wherever-we-need-it  is  also  changing. 
That's  why  people  work  at  it.  Then  there's 
raw  performance.  People  won't  accept  an 
amateur  level  of  production  quality  on  a 
corporate  tape  because  television  has  set 
the  expectations.  Local  networking  has 
set  the  expectations  so  high  on  performance 
that  you  are  really  disappointed  when 
you  have  to  connect  over  19.2,  14.4  or, 
heaven  forbid,  2,400  baud. 

ASAP:  Okay.  If  the  goal  is  to  make  net- 
working simple  and  meet  rising  expecta- 
tions, what's  your  strategy  to  get  there? 
FRANKENBERG:  Let's  start  with  some  of  our 
assets.  First,  roughly  50  million  people 
use  our  networking  every  day  on 
an  ongoing  basis.  There  are  about 
three  million  network  servers 
out  there.  And  that's  growing  at  a 
rate  of  about  100,000  servers  and 
about  a  million  users  per  quar- 
ter. Second,  we  do  understand  how  to  do 
redirection — to  take  a  call  from  a  program 
on  a  desktop  computer  and  instead  of  send- 
ing it  to  a  local  desk  or  printer,  send  it  to 
a  remote  destination.  Third,  one  of  the  key 
capabilities  is  that  of  a  directory.  [But]  we'll 
come  back  to  that.  And  fourth,  the  very  deep 
understanding  of  how  to  partner  with  other 
companies  in  networking.  It's  intrinsic  in 
networking.  What  you're  doing  is  con- 
necting things  together  that  other  people 
have  developed.  So  if  you're  not  good  at 
partnering,  you're  not  going  to  be 
in  this  business  very  long. 


ASAP:  How  do  you  plan  to  make 
networks  smarter? 
FRANKENBERG:  The  assumption 
today  is  that  there  is  a  smart  client,  a  smart 
desktop  and  a  smart  server.  And  the  wire 
in  between  them  is  dumb.  That  all  the  intel- 


96     FORBES  ASAP     April  8  .  1  9  9  i- 


D  on't  Just  Think  About 


Protecti 


ng  Power 
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Knowing  What  To  Do  With  It. 


•^oday,  people  and  companies 
the  world  over  rely  on  electronic 
systems.  And  it's  more  important 
than  ever  to  protect  data  that's  critica 
for  business.  Keeping  those  systems  up 
and  running  100%  of  the  time  requires  having  two 
kinds  of  power  within  easy  reach.  Electrical  and  personal. 
Electrical,  to  protect  against  power  fluctuations  ranging  from 
spikes  and  surges  to  total  outages.  And 
personal,  to  control  not  just  the  availability 
of  power,  but  also  the  consistent  quality 
and  knowledgeable  management  of  power. 

For  that,  you  need  more  than  merely 
UPS  (Uninterruptible  Power  Systems) 
hardware.  You  need  Strategic  Power 
Management.™  A  systematic  approach  that  mobilizes 
technology,  service,  and  software,  as  well  as  hardware, 
to  ensure  critical-system  uptime. 

Superior  technology.  You  can  take  comfort  in  the  fact 


that  nearly  every  major  "first"  in 
power  management  has  our  name 
on  it.  Including  the  first  power 
conditioner  that  uses  a  "virtual" 
battery  to  simulate  a  battery  instead  of 
the  stark  realities  of  draining  a  real  one. 
Worldwide  service.  Help  and 
consultation  are  always  near  from 
our  more  than  1,000 
factory-trained  techni 
cians.  (The  world's 

largest  dedicated  UPS  service  force,  available 
24  hours  a  day,  worldwide.) 

Comprehensive  products.  To  satisfy  any 
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(Only  available  for  sale 
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Datafiame  *  computer  room 
monitoring  lets  you  manage 
geographically  remote  enterprises 
from  a  single  desktop 


We  are  proud  to  support  the  1996  US  Olympic  Team  with 
our  Powerware"  Prestige  1500  US  Olympic  Edition.  Your 

purchase  helps  support  America's  Olympic  athletes    need  you  might  have,  we  offer  the  industry's 
widest  range  of  off-the-shelf  and  customized  solutions  for 
everything  from  a  worldwide  network  to  a  desktop  PC. 
So,  what  can  you  do  with  power? 
Contact  us,  and  you  can  do  just  about  anything  you  want. 
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ligence  lives  at  the  two  ends.  But  that  ASAP:  Will  you  be  competing  with  operating-system  features.  But  it's  missing 
will  no  longer  work.  I  mentioned  a  direc-    the  Internet?  the  directory.  NT  has  what  Microsoft  calls 

tory  a  minute  ago.  If  you  have  500  million  FRANKENBERG:  No,  the  Internet  is  in  place,  a  domain-naming  service,  which  says  that 
people  on  a  global  network,  you  can't  hold  Rather  than  compete  with  it,  we  decided  within  this  server  I  can  assign  names  and 
a  directory  on  your  client  even  with  a  giga-  to  improve  it.  The  network  I  described,  look  them  up.  That's  very  different  from 
byte  drive.  You  want  that  to  become  a  ser-  which  we  call  the  NetWare  Connect  providing  such  a  service  across  hundreds 
vice  of  the  network,  where  you 
can  get  to  it  whenever  you  want. 
Otherwise  you're  going  to  have 
500  million  entries  in  the  data- 
base, with  a  rather  large  server 
and  a  large  headache  to  main- 
tain it. 


ASAP:  Do  you  think  that  can 
work  now? 

FRANKENBERG:  Yes.  That's  the 
first  stress — to  make  these  net- 
works really  smart.  The  second 
is  interconnecting  them.  The 
clues  lie  in  the  voice  network. 
If  you  look  at  the  voice  net- 
work, it's  a  combination  of 
public  and  private.  If  you  or  I 
make  a  phone  call  to  Hong 
Kong  from  here,  we'll  go 
through  US  West,  then  through 
a  long-haul  carrier.  On  the 
other  end,  it  could  hit 
Hongkong  Telecom  or  Hutch- 
ison's and  could  well  go  through 
a  PBX  in  an  office  there.  With 
the  deregulation  going  on 
worldwide,  these  guys  are  all  at 


or  thousands  or  even  mil- 
lions of  servers. 


ASAP:  But  Microsoft  could 
do  that  if  they  wanted  to, 
couldn't  they? 
FRANKENBERG:  That's 
right.  But  they  haven't. 
And  if  they  haven't  thought 
those  things  through, 
they're  going  to  find  it 
very  difficult  to  tack  them 
onto  NT.  It's  also  going 
to  take  time.  And  time  is 
everything  when  you're 
in  a  period  of  change 
like  this. 

ASAP:  Let's  talk  about 
business  strategy.  Is  there 
an  ideology  of  fishing 
that  you  could  apply  to 
your  work? 

FRANKENBERG:  You  can 

certainly  transfer  the  strat- 


"You  don't  need  to  hold  public  executions  to 
show  how  tough  you  are.  Choose  your  enemies  esy You  have  to  s° where 

■     ■  in  ■  r        I  „    the  fish  are,  and  you  so 

wisely,  because  you  II  have  them  for  a  long  time.  where  the  needs  arye  Y*u 

war  with  each  other  because  they're  all    Service,  is  actually  a  subnet  of  the  Internet,  have  to  have  the  right  bait  at  the  right  time, 

eyeing  each  other's  territory.  So  the  first    The  way  it  works  is  this:  You  have  a  net-  Marketing  is  an  important  part  of  it.  So  is 

step  is  to  get  people  to  understand  what    work  and  I  have  a  network  and  she  has  a  presentation  in  fly-fishing.  How  it  hits 

opportunities  exist  if  we  have  a  global    network  and  we  agree  on  a  set  of  interfaces,  the  water  and  where  it  lies, 
high-performance  affiliated  network  in    Then  if  you  want  to  send  a  message  to  her, 

the  same  way  we  have  with  voice,    it  goes  through  my  network — that's  fine  ASAP:  Was  WordPerfect  the  fish  that 

Somebody  needs  to  catalyze  that.  They    with  me  because  I  might  want  to  send  a  got  away? 

need  to  be  neutral    ^n^^^n^^mn^^^^^^^H    message  to  her  and  it  goes  FRANKENBERG:  WordPerfect  was  a  weary 

through  your  network.  So  the  fish  that  had  already  been  hooked  by  our 

network  connect  service  friends  at  Microsoft.  It  was  several  years 

observes  all  the  rules  and  late  with  a  word-processing  program  for 

boundaries  of  an  Internet  Windows.  That  was  too  long  of  a  delay, 

subnet.  There  is  still  a  lot  of  criticism  over  our  pur- 
chasing applications.  That's  the  part  every- 

ASAP:  That  will  let  you  get  body  focuses  on.  Not  much  focus  goes  to 

ASAP:  You  want  to  be  neutral,  in  the  same    away  from  head-to-head  competition  with  the  groupware  side.  WordPerfect's 


because  all  these 
folks  who  are  doing 
battle  with  each 
other  need  to  find 
a  way  to  guarantee 
performance. 


way  everyone  once  viewed  Microsoft  as  a  Microsoft? 

neutral  party  for  the  desktop  operating  sys-  FRANKENBERG:  Yes. 
tern? 

FRANKENBERG:  Yes,  and  thus  purchased  ASAP:  But  what  about  Windows  NT? 

from  them  and  encouraged  them  to  con-  Isn't  that  a  tough  competitor  for  you? 

tinue  to  improve  the  product.  We  are  FRANKENBERG:  Windows  NT — 

that  party  for  the  new  mobile  network.  The  NTAS,  with  the  application  server 

work  we've  done  will  put  in  place  a  global  written  on  it — is  first  and  foremost  an  appli 

affiliated  data  network  that  makes  use  of  cations  server.  It's  a  direct  competitor  to    installed  users.  We  paid  $855  million  for 

frame  reiay  and  ATM  technologies  so  you  Unix.  It's  not  designed  to  be  a  network    WordPerfect  and  got  five  million  installed 

can  get  up  to  local-area-network  speeds  but  operating  system,  though  it  has  some  of   users  on  our  groupware  product.  I  think 

on  a  global  basis.  what  have  been  considered  network-    that's  a  pretty  good  deal.  ■ 


GroupWise  was  an  enormous 
boost  for  us.  That  has  doubled  its 
market  share.  If  I  do  a  compari- 
son here,  IBM  bought  Lotus  for 
$3.5  billion,  almost  solely 
for  Notes,  a  $300  million-a-year 
product  line.  So  they  paid  1 1  times 
al  Notes  sales.  They  got  two  million 
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Your  Financial 


UUUmi 


..and  how  accurately  you  can  answe 
hese  key  business  questions? 


Will  we  run  out  of  cash? 

How  do  we  stack  up  against  the 
competition? 

Will  my  banker  lend  me  money? 

what  happens  to  cash  flow  if  we 
grow  at  10%  instead  of  15%? 

■  What  are  my  trends  in  profitability? 

■  Does  it  make  sense  to  buy  this 
business  at  this  price? 

:ashe  Answers  Vital  Business  Questions 

you're  an  executive  in  charge  of  keeping  your  company's 
nancial  house  in  order,  you  simply  can't  afford  to  play  your 
ards  wrong.  But  until  now  you've  nad  to  deal  with  fragile  mod- 
Is  built  with  inflexible  tools.  You  need  a  detailed  forecasting 
nd  strategic  budgeting  solution  that  takes  you  to  the  next  level 
i  f  productivity  and  accuracy.  You  need  Cashe. 

iashe  is  not  another  spreadsheet  template  but  a  knowledge- 
lased  solution  for  comprehensive  financial  forecasting.  Its  self- 
djusting  model  works  on  business  information  you  provide. 
1  odify  your  assumptions  and  Cashe  automatically  adjusts  the 
nodel  for  you.  Casrie  has  the  financial  expertise  built  in. 

Don't  Predict  Your 


— latellQcllaeal 

"in  as 

m 

Future,  Plan  It 


Prepare  a  strategic  business 
plan,  evaluate  a  merger/ 
acquisition,  understand  how 
much  debt  or  equity  you  can 
raise,  or  analyze  a  price  or 
product  mix  change.  Cashe  is 
xible  enough  to  handle  any  unique  situation:  Since  you  input 
our  own  business  information,  you  get  back  forecasts  tailored 
your  industry  and  competitive  situation.  You  don't  sacrifice 
>ur  existing  system  either,-  Cashe  can  use  data  you  already 
ive  in  your  spreadsheet  models.  Rather  than  replace  your 
'ftware,  Cashe  enhances  it. 


ndustry  Norms'"  provided  by:  Dun&Bradstreet 
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Better  Decisions 

With  Cashe  you  forecast  more 
accurately,  more  comprehen- 
sively and  more  often.  Mun- 
dane tasks  are  automated,  so 
it's  easy  to  be  thorough.  Cashe 
takes  only  seconds  to  review 
alternative  scenarios. 

Evaluate  Cashe  Risk  FREE  For  30  Days 

We'll  send  you  an  evaluation  copy  to  use  during  the  30-day  trial 
period.  At  the  end  of  30  days,  if  you  want  to  keep  Cashe,  call  or 
rax  us  with  your  credit  card  number  and  we'll  bill  you  $1,095 
plus  shipping  and  handling.  You  save  $900  off  the  suggested 
retail  price. 

Early  Payment  Option...Save  $100  More! 

if  you  already  know  you  want  Cashe,  don't  wait  Order  a  full  work- 
ing copy  now  at  a  total  purchase  price  of  $995  plus  shipping  and 
handling,  if  you're  not  satisfied,  return  the  software  in  30  days  for 
a  jull  refund. 

caii:  1-800-993-3600 ir- « 

Fax:  1-617-899-1 100  -  E-Mail:  info@bmatters.com 

Reference  your  confirmation  code:  6AI36 


Ca$he 


The  Knowledge-Based  Financial  Forecasting  Solution 
visit  our  web  site  at  http://www.bmatters.com 


GREEN  BUTTERMILK  AND  SOME  RE 

LEADERSHIP 


It  is  mid-november  and  Michael    budgets.  Of  U.S.  companies  with  100  or  more  employees, 
Hammer  is  agitated.  "This  is  the  week    72%  sent  managers  to  leadership  training  in  1995. 
that  marks  the  end  of  the  managerial        It  seems  everyone's  in  the  game.  Professional  training 
i  ra,    proclaims  I  lammer,  the  guru  of   centers,  consultants,  business  schools,    i  B| 
reengineering.  Hammer  is  mind-bog-    executive  programs  and  in-house  cor- 
gled.  Just  the  day  before,  AT&T  had  sent    porate  training  and  education  programs 
out  word  that  it  was  offering  early  re-    are  all  vying  for  the  estimated  $15  bil- 
tirement  packages  to  72,000  managers,    lion  spent  on  executive  training  each 
half  of  its  managerial  staff.  If  AT&T  didn't    year,  according  to  a  report  from  Penn 
get  enough  volunteers,  it  would  begin  layoffs.  In  this  era  of    State  University, 
wakeup  calls,  this  was  the  loudest  bell;  but 
unlike  most  companies  initiating  mas- 
sive cuts,  AT&T  made  nearly  $6  billion 
in  profits  in  1995.  The  telecom  giant 
was  cutting  to  avoid  future  bloat. 

is 


To  Hammer,  AT&T's  preemp- 
tory  diet  was  exhilarating  news. 
"The  whole  concept  of  manager 
is  dead,"  he  gushed.  "We  need 
leaders,  coaches,  process  owners." 

Wonder  what  Hammer, 
whose  work  on  reengineer- 
ing set  off  the  most  massive 
restructuring   in  Ameri- 
can business  history  in  the 
early  '90s,  has  been  doing 
lately?  Look  no  further  than 
watershed 
events  like 
the  AT&T 
layoff.  His 


The  Gulp  War  Persuading  your  colleagues 
to  drink  green-colored  buttermilk  is  the  newest  leadership 
exercise  at  one  training  center. 


new  crusade:  management  education. 

Indeed,  Hammer  says  he's  no  longer  in 
the  consulting  business;  he's  in  the  edu- 
cation business.  Corporate  managers  can 
get  his  personal  "m.b.a."  for  up  to  $2,200 
each  at  one  of  the  management  training 
seminars  Hammer  teaches  every  month. 
With  up  to  250  attendees  at  each  session, 
Hammer  rakes  in  a  cool  $550,000  each  month. 

He's  not  alone.  Management  and  leadership  training  is 
hot.  The  field  is  enjoying  a  major  resurgence  since  the 
early  1990s  recession  that  whacked  most  corporate  training 


Sayonara 

Mike  Hammer 
says  so  long  to 

managers; 
today,  leaders 
are  in. 


But  companies,  in  the  rush  to  find 
the  holy  grail  of 

idership,  may  find  the  road 
littered  with  more  questions 
than  answers: 

■     With    the  pervasive 
change  in  corporate  Amer- 
ica still  in  full  swing,  who 
has  accumulated  enough 
battle-scarred  wisdom  to  be 
qualified  to  teach  managers 
how  to  become  leaders  in 
the  new  environment? 
■  Are  America's  business 
schools,  which  have  rushed 
to  hang  out  executive  educa- 
tion shingles,  providing  real 
eadership  training  or  simply 
offering  the  same  function- 
oriented  material  at  monop- 
oly tuitions? 

■  Can  managers  learn  all  they  need  in  two  to  three  days 
of  training?  And  does  their  training  have  any  impact  back 
at  the  workplace  when 
they  return? 

■  As  the  old  promise 
of  a  lifelong  career 
at  one  company  has 
been  all  but  obliter- 
ated, how  can  you  train 
leaders  to  work  in  an 
environment  of  mis- 
trust and  tension? 
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BY  GLENN  RIFKIN 


■  Technology  has  remade  the  traditional  office.  But  how 
much  attention  have  we  focused  on  teaching  people  to  lead 
in  virtual  teams,  flattened  organizations  and  collaborative 
groupware-enabled  teams? 

■  Can  leadership  be  taught  at  all? 

SOFT  PATH  TO  ENLIGHTENMENT 

On  a  late  November  afternoon,  the  Center  for  Creative 
Leadership  (CCL)  is  crawling  with  wannabe  leaders.  Man- 
agers, seeking  self-awareness  and  a  feedback-rich  path  to 
leadership  enlightenment,  fill  nearly  every  classroom  in  the 
19-acre  facility.  The  nonprofit  CCL,  founded  by  the  Smith 
Richardson  Foundation,  an  arm  of  Vick  Chemical  (the 
maker  of  Vicks  VapoRub),  once  hired  former  Peace  Corps 


f  (-.~  '#4. ' 


staffers  to  develop  activities  and  pro- 
grams at  the  center.  Nearly  all  of  the 
nation's  candidates  for  brigadier  gen- 
eral, including  Norman  Schwarzkopf, 
have  taken  courses  at  the  center. 

In  1993,  two  of  the  CCL's  programs 
topped  a  Wall  Street  Journal  survey  of 
the  best  leadership  training  courses. 
With  408  full-time  staffers  and  103 
adjunct  faculty,  the  center  brings  in 
revenue  of  $35.95  million  and  can 
barely  keep  up  with  demand. 

The  center  hits  hard  on  what  are  known  in  business  as 
the  "soft,"  or  people,  issues.  Its 
courses  are  based  on  endless  feed- 
back from  bosses,  peers  and  the 
center's  coaches. 

In  one  class,  called  Effecting 
Change,  a  group  of  senior  man- 
agers is  being  coerced  to  drink 
green  buttermilk.  The  19  man- 
agers, from  companies  such  as 
Nabisco,  Giant  Food,  Toyota  and 
America  West  Airlines,  sit  in  comfortable  swivel  chairs  at 
four  large  tables.  Robert  Goldberg,  an  organizational  psy- 
chologist and  a  program  manager  in  the  center's  team  leader- 
ship group,  leads  the  class. 

The  buttermilk  exercise  demonstrates  how  to  address 
and  overcome  resistance  within  a  work  group.  Each  table 
has  assigned  one  member  to  be  a  change  agent,  another 
one  or  two  to  be  a  support- 
er^), and  two  others  to  be 
resisters.  On  the  table  sits  a 
quart  of  unopened  buttermilk. 
Unbeknownst  to  the  partici- 
pants, the  buttermilk  has  been 
injected  with  green  food  col- 
oring. The  change  agent  must 
persuade  the  others  at  the 
table  to  taste  the  buttermilk, 
a  task  made  more  difficult 


Great  March  Forward  The  Center  for  Creative  Leadership  in  woodsy  North  Carolina  is  crawling — or  shuffling — with  wannabe 
leaders  who  seek  a  soft  and  humanistic  path  to  enlightenment.  It  begs  the  question:  Can  middle  managers  become  leaders? 
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LEADERSHIP  EXPERTS 


Rosabeth 
Moss 
Kanter, 

professor, 
Harvard  Business 
School  and  author, 
The  Change  Masters 


Jeffrey  A. 
Eisenach, 

president, 
Progress  & 
Freedom  Foundation 


/hat  is  leadership? 

The  art  of  mastering 
change. ..ability  to  mobilize 
others'  efforts  in  new 
directions.  Leaders  define 
future  needs  and  opportunities. 
They  share  their  passion. 
Managers  control;  leaders 
shake  things  up. 

The  art  of  initiating  and 
managing  change.  Anyone  can 
manage  the  status  quo,  but  it 
takes  a  leader  to  change 
things  for  the  better. 


Can  nonleaders  become  leaders?     If  so,  how? 


Yes.  Sometimes  leadership  ability  is  hidden 
because  people  were  not  given  the 
opportunity  or  the  tools  to  lead.  Many 
"rose  to  the  occasion"  when  their  passions 
were  aroused. ..example-Candy  Lightner, 
who  founded  Mothers  Against  Drunk 
Driving.  We  cannot  afford  to  write  anyone 
off  as  "not  a  natural  leader." 

Leadership  is  an  art.  Anyone  can  become  a 
competent  artist... but  it  takes  talent  to  be 
a  great  one. 


Give  people  the  opportunity 
and  power  to  lead.  Put  them 
on  project  teams.  Encourage 
their  ideas.  Give  them  access 
to  information.  Support  their 
efforts.  Coach  and  counsel 
them. 


As  with  any  art,  leadership  is 
learned  by  doing.  All  the 
books  and  classes  in  the 
world  can't  teach  you  what 
you  learn  in  one  good  crisis. 


Secret  ingredients? 

Thinking  beyond  today's 
constraints  to  identify 
tomorrow's  issues.  Finding 
way  to  convey  excitement 
about  new  possibilities  to 
others.  Energy  and 
enthusiasm,  yes,  but  deep 
thinking  most  of  all. 

When  the  going  gets 
tough... take  a  breath. 


Dell  Computer 


School.  U.  Penn. 


Kodak 


Michael       Organizing,  inspiring  and 
Dell,  driving  a  group  to  achieve 

chairman,     results  beyond  their 
CEO,  expectations.  Combination  of 

pragmatism  and  vision.  Ability 
to  quickly  understand 
dynamism  in  the  market. 

Motivating  people  to  meet 
goals.  Leaders  help  people 
believe  in  their  goals  and 
inspire  them  to  deliver  on 
their  promises.  Leaders  instill  a 
sense  of  purpose  and  urgency. 

At  its  core,  leadership  is  the 
ability  to  inspire  and  develop 
others... to  bring  forth  their 
fullest  potential  and  highest 
capabilities ...  to  encourage 
them  to  accomplish  a  mission 
as  a  team. 

George  Taking  a  group  of  people  in 
Fisher,  a  new  direction  or  to  higher 
CEO,  levels  of  performance  than 

Eastman       they  would  have  achieved 
without  you. 


Carol 
Bartz, 

president, 
CEO, 


Thomas  P. 
Gerrity, 

dean,  The 
Wharton 


Natural  nonleaders  don't  exist.  Everyone 
has  some  degree  of  leadership  capability, 
but  it  depends  on  whether  they  want  to 
develop  it.  When  I  was  10,  nobody  would 
have  picked  me  to  be  a  leader.  The  key 
component  to  leadership  is  having  courage 
to  develop  new  ideas  and  act  on  them. 

No.  You  can't  change  the  fabric  of 
personality.  Some  people  are  "discovered" 
leaders.  During  tough  times  or  when  faced 
with  the  right  challenges,  true  leaders 
emerge.  Leaders  are  everywhere-in  family, 
community. 

Anyone  can  advance  their  leadership 
skills... no  matter  where  their  abilities  fall 
on  the  spectrum  from  natural  leader  to 
"natural  nonleader."  This  is  not  to  say  that 
a  natural  nonleader  can  become  an 
outstanding  leader,  but  rather  anyone  can 
improve  their  leadership  skills. 

Leadership  traits  are  clearly  evident  in 
one's  teens  and  early  20s.  They  can  be 
enhanced,  but  some  people  have  more 
leadership  ability  than  others. 


Being  skilled  at  understanding    No  secret.  No  silver  bullet 


and  articulating  your  vision... 
selling  ideas. ..imparting 
enthusiasm  to  others ...  fully 
understanding  external  factors 
affecting  the  successful 
execution  of  your  ideas. 

Simply  this.-  Leaders  prove 
themselves  when  the 
opportunity  arises. 


Through  a  mix  of  conceptual 
learning,  simulation  experience 
and  testing  in  real  work 
settings.  Focus  on 
communication  skills,  team 
building,  negotiations  and 
strategic  management. 

By  reaching  out  and  trying 
new  things  to  build  self- 
confidence  and  improve  your 
batting  average. 


Leaders  must  communicate 
a  clear,  crisp  focus  to  the 
teams.  Understand  fully 
their  business.  Drive  chanj 
when  necessary. 


Hire  fantastic  people. 
Casting  accounts  for  80% 
to  90%  of  a  play's  succesj 


Listening  as  carefully  as 
possible  to  the  people  wit 
whom  I  work  and  drawing 
out  their  leadership  ideas, 
initiatives  and  spirit. 


Help  people  see  the  futur 
and  enable  them  to  achie" 
that  vision. 


when  they  pour  the  liquid  and  see  its  green  color. 

The  debate,  at  times  loud  and  raucous,  goes  on  for  20 
minutes.  Change  agents  try  various  methods  of  persuasion 
without  much  success.  Only  a  single  change  agent,  who 
cleverly  fabricates  a  story  that  nuns  are  tasting  the  butter- 
milk to  ensure  it  is  safe  for  Bosnian  children  to  drink,  co- 
erces everybody  at  one  table  to  take  a  sip. 

Goldberg  doesn't  like  the  way  this  is  going  and  inter- 
rupts. "You  can't  get  buy-in  by  manipulating  people  with 
a  false  vision,"  Goldberg  cautions. 

Patricia  Slaymaker,  manager  of  information  protection 
in  Nabisco's  information  systems  unit  in  Parsippany,  N.J., 
plays  the  part  of  a  resister  at  her  table,  an  unusual  role  for 


her.  She  has  come  to  Greensboro  at  her  boss's  suggestion. 
A  14-year  information  systems  veteran  at  Nabisco,  she  is 
leading  a  complete  makeover  of  the  company's  data  secu- 
rity, a  job  bringing  significant  change  to  her  organization. 

That's  a  transition  that  normally  strikes  terror  into  the 
heart  of  an  IS  manager.  Blow  it,  and  you're  gone.  But  Slay- 
maker  says  she  loves  change.  "I  like  to  play  with  it,  use  it," 
she  says.  "But  I  forget  that  other  people  have  difficulty  with 
change."  Slaymaker  says  the  buttermilk  exercise  and  most 
of  the  three-day  course  was  an  "eye-opener"  for  her,  help- 
ing her  see  the  effect  of  her  management  style.  "I  learned 
I  had  to  let  go.  I  thought  I  was  leading  the  charge,  but  in- 
stead I  was  coercing  people." 
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EXPLAIN  THE  SECRETS 


i  info-age  leadership  different? 

ertainly.  Today's  leaders  must  mobilize  and 
uide  networks  of  independent  "actors" 
istead  of  command  hierarchies.  They  must 
e  comfortable  with  ambiguity  and 
^mpiexity.  Organizational  homogeneity  is  a 
ling  of  the  past.  Leaders  who  aren't  great, 
elusive  communicators  won't  make  the 
ade  anymore. 


:adership  is  harder  because  change  is  now 
daily  imperative-no  rest  periods  for 
'day's  leaders.  It's  also  easier  because  our 
Llture  is  beginning  to  adjust  to  the  need 
r  change.  Persuading  people  that  change  is 
hcessary  has  gotten  dramatically  easier. 

|s.  Technological  changes  have  stripped 
i yay  slow,  costly  and  hierarchical  structures, 
istead  you  have  flat,  horizontal 
iimmunications.  E-mail  and  network 
(■plications  are  leading  this  transformation 
I  enabling  companies  to  communicate  with 
ige  numbers  of  people  very  quickly. 

I'ty  years  ago  leaders  needed  to  excel  in 
I'mmand  and  control.  In  today's  fast-paced 
Iprld,  organizations  must  be  flexible. 
Jiployees  need  more  individual  authority 
Id  responsibility.  Leaders  need  to  motivate 
|d  guide,  like  a  symphony  conductor. 

e  most  significant  development  of  the  last 
years  has  been  the  singular  requirement 
manage  more  dramatic  and  strategic 
lange.  This  requires  building  strong  core 
mpetencies  in  learning,  adaptability  and 
ange  management.  The  need  for 
tstanding  leadership  skills  is  more  critical. 

lie  must  move  with  greater  speed  and  have 
better  intuitive  understanding  of  technology 
d  its  possibilities.  I  suspect  yesterday's 
iders  would  also  do  well  today. 


How  do  you  lead  today's  workers?      Top  ingredients   Role  models 


By  offering  challenges  that  will  enhance 
skills  and  reputations  and  make  them  more 
valuable  to  their  next  employer.  By 
showing  them  that  you  care  about  their 
future  and  are  willing  to  invest  in  training. 
Call  on  their  sense  of  professionalism  by 
giving  them  tools  to  succeed. 


People  now  understand  that  their  value  is 
associated  with  their  contribution,  not 
necessarily  their  position.  They  know  that 
just  because  they're  not  making  a 
contribution  to  one  organization  doesn't 
mean  another  doesn't  need  them. 

Dell  Computer  has  always  been  closer  to  a 
meritocracy-where  people  understand  they 
can  create  their  own  opportunities. 
Leaders  in  an  entrepreneurial  environment 
must  make  sure  that  enthusiastic 
employees  don't  go  overboard  and 
endanger  the  overall  welfare  of  others. 

At  Autodesk  we  have  an  obligation  to 
make  our  company  an  interesting,  exciting 
place  to  work.  Leaders  need  to  define  the 
visions  and  goals  that  inspire  a  motivated 
workforce.  Without  motivation,  you  might 
just  as  well  not  be  there. 

Focus  on  building  an  organization  that 
values  each  person's  growth  and 
development  of  valuable  skills.  This  signals 
a  commitment  to  make  each  individual 
valuable  as  an  employee  even  if  it  means 
they  go  to  another  organization  to  realize 
that  full  value. 

Establish  a  proper  relationship  between 
reward  and  achievement. 


Intelligence 

Ability  to  inspire 

Judgment 

Character 

Empathy 

Charisma 


Character 

Unflappability 

Judgment 

Ability  to  inspire 

Intelligence 

Toughness 


Thomas  Jefferson,  who  set  a  framework  of 
values  and  principles ...  my  power  women 
friends  in  the  International  Women's 
Forum ...  Chester  Barnard,  who  saw 
business  as  a  cooperative  effort...  Truman 
by  David  McCullough.  [Truman's]  chal- 
lenges make  business  leadership  look  easy. 


Qualities  most 
important  to 
leadership  are 
situation  dependent. 

1.  Knowledge  of 
industry 

2.  Intelligence 

1.  Intelligence 

2.  Empathy 

3.  Ability  to  inspire 

4.  Judgment 

5.  Charisma 

6.  Character 


Character 

Judgment 

Ability  to  inspire 

Empathy 

Toughness 

Humility 


David  Packard's  ability  to  defy  the 
psychology  of  aging-to  remain  a  change 
agent  rather  than  defending  the  status 
quo,  even  after  a  lifetime  of 
accomplishment-is  a  remarkable  inspiration 
to  any  leader... Henry  Ford. ..Newt  Gingrich. 


Jack  Welch...  Henry  Ford  ...  Alfred  Sloane. 
Regular  conversations  with  employees  and 
customers-at  all  levels-is  the  best  way  I 
have  found  to  energize  my  ideas  about 
leadership. 


A.P.  Giannini ...  Jack  Welch...  Thomas 
Jefferson. ..Margaret  Thatcher....  I  love 
watching  as  many  public  figures  as  I  can. 
You  can  learn  a  lot  from  how  well 
someone  answers  a  question,  makes  3  key 
point  or  interacts  with  other  people. 

Jack  Welch  ...Alfred  Sloane,  an  early 
visionary  on  corporate  strategy  and 
management... Nelson  Mandela...  On 
Leadership  by  John  Gardner ...  /(///er  Angels 
by  Michael  Shaara ...  Gettysburg,  a  movie 
directed  by  Ronald  F.  Maxwell. 


1.  Ability  to  inspire 

2.  Judgment 

3.  Character 

4.  Knowledge  of 
industry 


Bill  Gates. 
Churchill ... 
customers. 


.George  Eastman... Winston 
Kodak's  employees  and 
They  really  turn  me  on. 


VISION  IS  EASY,  EXECUTION  IS  HARD 

Did  Slaymaker  go  in  a  manager  and  emerge  a  leader?  That 
is  a  difficult,  if  not  impossible,  question  to  answer.  For 
many,  however,  the  question  is  moot.  "You  can't  teach  lead- 
ership," declares  71 -year-old  Warren  Bennis,  a  professor  at 
the  University  of  Southern  California's  business  school  and 
perhaps  the  dean  of  leadership  gurus. 

A  strange  sentiment,  considering  Bennis  has  penned  five 
books  on  leadership,  including  two  highly  praised  books  {Lead- 
ers, 1986,  and  On  Becoming  a  Leader,  1989),  and  earns  hefty 
five-figure  fees  for  lecturing  to  corporations  on  the  subject. 

But  Bennis  has  also  grown  wary  of  the  promises  of 
executive  education.  "Leadership  is  character  and  judgment," 


says  Bennis,  sitting  in  his  sun-drenched  living  room  over- 
looking the  ocean  at  his  condominium  in  Santa  Monica. 
"Two  things  you  can't  teach  are  judgment  and  character." 

Paul  Severino,  chairman  of  Bay  Networks,  a  $1.3  billion 
technology  company  in  Santa  Clara,  Calif.,  has 
started  three  successful  companies  and  defines  leadership 
simply:  "Have  a  vision  for  what  the  future  will  look  like; 
execute  against  that  vision." 

Maybe  so.  But  in  the  search  for  tomorrow's  leaders,  most 
companies  are  simply  revving  up  training  budgets  and  hop- 
ing for  the  best. 

Programs  at  the  Greensboro  headquarters  of  the  Center 
for  Creative  Leadership,  for  example,  are  (continued  on  page  106) 
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NOT  ENQUGH  gENERALS  WERE  KILLED! 


Drucker 


Over  the  years,  i  have  discussed 
with  scores — perhaps  even  hundreds — 
of  leaders  their  roles,  their  goals  and 
their  performance.  I  have  worked  with 
some  exceedingly  bright  executives  and 
a  few  dummies,  with  people  who  talk 
a  good  deal  about  leadership  and  oth- 
ers who  apparently  never  even  think  of 
themselves  as  leaders  and  who  rarely, 
if  ever,  talk  about  leadership. 

The  lessons  are  unambiguous.  The 
first  is  that  there  may  be  "born  leaders," 
but  there  surely  are  far  too  few  to  depend 
on  them.  Leadership  must  be  learned  and 
can  be  learned. 

The  second  major  lesson  is  that  "lead- 
ership personality,"  "leadership  style," 
and  "leadership  traits"  do  not  exist. 
Among  the  most  effective  leaders  I  have 
encountered  and  worked  with  in  a  half 
century,  some  locked  themselves  into 
their  office  and  others  were  ultragregar- 
ious.  Some  (though  not  many)  were  "nice 
guys"  and  others  were  stern  disciplinar- 
ians. Some  were  quick  and  impulsive; 
others  studied  and  studied  again  and  then 
took  forever  to  come  to  a  decision.  Some 
were  warm  and  instantly  "simpatico"; 
others  remained  aloof.  Some  spoke  of 
their  family;  others  never  mentioned  any- 
thing apart  from  the  task  in  hand. 

Some  leaders  were  excruciatingly 
vain — and  it  did  not  affect  their  perfor- 
mance (as  his  spectacular  vanity  did  not 
affect  General  Douglas  MacArthur's  per- 
formance until  the  very  end  of  his  career). 
Some  were  self-effacing  to  a  fault — and 
again  it  did  not  affect  their  performance 
as  leaders  (as  it  did  not  affect  the  perf- 
mance  of  General  George  Marshall  or 
Harry  Truman).  Some  were  as  austere  in 
their  private  lives  as  a  hermit  in  the  desert; 
others  were  ostentatious  and  pleasure-lov- 


ing and  whooped  it  up  at 
every  opportunity.  Some 
were  good  listeners,  but 
_____  among  the  most  effective 
leaders  I  have  worked  with 
were  also  a  few  loners  who 
listened  only  to  their  own  inner  voice. 
The  one  and  only  personality  trait  the  ef- 
fective ones  I  have  encountered  did  have 
in  common  was  something  they  did  not 
have:  they  had  little  or  no  "charisma"  and 
little  use  either  for  the  term  or  for  what 
it  signifies. 

All  the  effective  leaders  I  have 
encountered  knew  four  simple  things: 

1.  The  only  definition  of  a  leader  is 
someone  who  has  followers.  Some  people 
are  thinkers.  Some  are  prophets. 
Both  roles  are  important  and  bad- 
ly needed.  But  without  follow- 
ers, there  can  be  no  leaders. 

2.  An  effective  leader  is  not 
someone  who  is  loved  or  ad- 
mired. He  or  she  is  someone 
whose  followers  do  the  right 
things.  Popularity  is  not  leader- 
ship. Results  are. 

3.  Leaders  are  highly  visible. 
Therefore  they  set  examples. 

4.  Leadership  is  not  rank, 
privileges,  titles  or  money.  It  is  re 
sponsibility. 


Regardless  of  their  almost  limitless 
diversity  with  respect  to  personality,  style, 
abilities  and  interests,  the  effective  lead- 
ers I  have  met,  worked  with  and  observed 
also  behaved  much  the  same  way: 

■  They  did  not  start  out  with  the  ques- 
tion, "What  do  I  want?"  They  started 
out  asking,  "What  needs  to  be  done?" 

■  Then  they  asked,  "What  can  and 
should  I  do  to  make  a  difference?"  This 
has  to  be  something  that  both  needs  to 
be  done  and  fits  the  leader's  strengths 
and  the  way  she  or  he  is  most  effective. 

■  They  constantly  asked,  "What  are 
the  organization's  mission  and  goals? 
What  constitutes  performance  and 


brings  results  in  this  organization?" 

■  They  were  extremely  tolerant  of  di- 
versity in  people  and  did  not  look  for 
carbon  copies  of  themselves.  It  rarely 
even  occurred  to  them  to  ask,  "Do  I  like 
or  dislike  this  person?"  But  they  were 
totally — fiendishly — intolerant  when  it 
came  to  a  person's  performance,  stan- 
dards and  values. 

■  They  were  not  afraid  of  strength 
in  their  associates.  They  gloried  in 
it.  Their  motto  was  what  Andrew 
Carnegie  wanted  to  have  put  on  his  tomb- 
stone: "Here  lies  a  man  who  attracted 
better  people  into  his  service  than  he  was 
himself." 

■  They  submitted  themselves  to  the 
"mirror  test" — that  is,  they  made  sure 
that  the  person  they  saw  in  the  mirror  in 
the  morning  was  the  kind  of  person  they 
wanted  to  be,  respect  and  believe  in.  This 
way  they  fortified  themselves  against  the 
leader's  greatest  temptations — to  do  things 
that  are  popular  rather  than  right  and  to 
do  petty,  mean,  sleazy  things. 

Finally,  these  effective  leaders  were 
not  preachers;  they  were  doers.  In  the 
mid-1920s,  when  I  was  in  my  high  school 
years,  a  whole  spate  of  books  on 
World  War  I  and  its  campaigns 
suddenly  appeared  in  English, 
French,  and  German.  For  our 
term  project,  our  excellent  his- 
tory teacher — himself  a  badly 
wounded  war  veteran — told  each 
of  us  to  pick  several  of  these 
books,  read  them  carefully,  and 
write  a  major  essay  on  our  se- 
lections. When  we  then  dis- 
cussed these  essays  in  class,  one 
of  my  fellow  students  said, 
"Every  one  of  these  books  says  that  the 
Great  War  was  a  war  of  total  military  in- 
competence. Why  was  it?"  Our  teacher 
did  not  hesitate  a  second  but  shot  right 
back,  "Because  not  enough  generals  were 
killed;  they  stayed  way  behind  the  lines 
and  let  others  do  the  fighting  and  dying." 

Effective  leaders  delegate  a  good  many 
things;  they  have  to  or  they  drown  in  triv- 
ia. But  they  do  not  delegate  the  one  thing 
that  only  they  can  do  with  excellence,  the 
one  thing  that  will  make  a  difference,  the 
one  thing  that  will  set  standards,  the  one 
thing  they  want  to  be  remembered  for. 
They  do  it. 

Excerpted  with  permission  from  Leader  of  the  Future, 
Frances  Hesselbem,  .1  Iarshall  Goldsmith  and  Richard  Beck- 
hard,  editors  (Sun  Francisco:  Jossey- Bass,  1996).  Available 
at  bookstores  or  from  the  publisher  at  (S00)  956-1119. 


Can  Be  Taught 

But  Drinker  says 

you  first  must 
know  what  lead- 
ership is. 
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For  direct  access  to  Switzerland, 
ihoose  the  network  that  runs  like  clockwork. 

|n  communications,  reliability  is  everything.  In  fact,  we've  built  our  business  around  it. 

Swiss  Telecom  is  the  only  European  carrier  that  provides  you  with  direct,  uninterrupted  access  to  Switzxrland — 
lor  streamlined  network  services.  For  communication  beyond  Switzerland,  our  high  speed  connectivity  and  partnership 
vith  Unisource  make  Swiss  Telecom  your  gateway  to  business  centers  throughout  Europe  and  beyond. 

Our  service  is  just  as  reliable.  A  designated  manager  coordinates  all  of  your  network  needs,  from  design  to  single-end 
tilling.  And  our  Washington,  DC  based  staff  is  ready  to  respond  quickly  and  efficiently  to  your  questions  and  concerns. 

So,  if  you're  looking  for  a  network  you  can  set  your  watch  by,  PTT 

i  all  Swiss  Telecom  at  1-800-966-1145.  Your  timing  couldn't  be  better.         SWISS  TELECOM  HP 

Networks  that  run  like  clockwork. 


Love  Connection 

Today,  leaders  need  to 
find  ways  to  get  people 

to  work  for  them 
because  they  want  to. 


{continued 
from  ptigc  103) 

booked 
through  1996. 
The  center  is  ex- 
panding so  fast  it  has 
to  hold  sessions  in  local 
hotels  and  other  settings. 

The  fast-growing  executive 
education  program  at  the  Uni- 
versity of  Pennsylvania's  re- 
nowned Wharton  School  has  tripled  in  size  in  less  than  five 
years,  according  to  Robert  Mittelstaedt,  director  of  Whar- 
ton's executive  education  program.  It  now  brings  in  more 
than  $25  million  in  revenues  to  the  school,  with  180  cours- 
es enticing  up  to  9,000  executives  each  year. 

Full  professors  at  business  schools,  with  base  salary  plus 
additional  compensation  from  teaching  in  executive  educa- 
tion courses  and  consulting,  now  pull  down  $200,000  or 
more,  as  much  as  senior  corporate  executives.  Top  B-school 
professors  can  easily  command  $5,000  per  day  for  three-day 
seminars  at  a  customer  site. 

David  Lewin,  professor, 
vice-dean  and  faculty  direc- 
tor of  the  M.B.A.  program 
at  UCLA's  Anderson  Gradu- 
ate School  of  Management, 
says  faculty  members  at  his 
school  are  encouraged  to  do 


consulting.  "Con- 
ting  is  invaluable. 
If  you  haven't  worked 
with  real  companies, 
how  do  you  have  any 
credibility?"  Indeed, 
Lewin  points  out, 
several  UCLA  pro- 
fessors have  started 
their  own  companies,  and  a 
handful  of  other  professors  across 
the  country  are  earning  $1  mil- 
lion or  more  a  year  with  a  mix  of 
icademic  and  business  activities. 
Companies  are  happy  to  shell  out  $25,000  and  up  per 
day  for  celebrated  sports  figures  like  Pat  Riley  or  Rick  Piti- 
no  to  come  exhort  leadership  in  the  '90s.  Celebrity  leader- 
ship consultants,  such  as  Tom  Peters,  can  command  $80,000 
a  day  for  their  services. 

Giant  corporations  are  rethinking  leadership  training  and 
recommitting  themselves  to  it  in  a  big  way,  despite  the  sharp 
pressure  to  hold  down  costs.  In  1995,  Motorola  spent  more 

than  $150  million  on  corporate 
education,  offering  at  least 
40  hours  of  training  to  each  of 
its  132,000  workers.  Soon, 
General  Motors  plans  to  launch 
its  own  in-house  university  to 
train  managers. 

According  to  Steve  Kerr, 
director  of  General  Electric's 
Leadership  Development  Center,  GE  spends 
more  than  $500  million  annually  on  training. 
In  1992,  GE  sent  1,100  of  its  senior  execu- 
tives and  managers  to  its  Crotonville,  N.Y., 
training  center  to  participate  in  a  seven-day 


War  Room  Companies  are  rethinking  leadership 
training  and  recommitting  themselves  to  it  in  a 


big  way,  despite  the  pressure  to  hold  doz 
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sent  another  75,000  GE  managers 
through  similar  training. 

CLARK  KENT  TO  SUPERMAN? 

So  with  all  this,  we  ought  to  be  pro- 
ducing a  generation  of  pinstriped  Gen- 
eral Pattons.  Right? 

Not  so  fast.  "Most  organizations 
have  done  a  terrible  job  of  teaching 
managers  to  be  strategic,"  says  Jay  A. 
Conger,  director  of  the  Leadership  In- 
stitute at  the  University  of  Southern 
California.  "They  are  trapped  in  func- 
tional responsibilities  and  specific  tasks." 

And  the  nation's  business  schools, 
despite  the  success  of  the  cream  of  the 
crop  such  as  Wharton  or  Stanford,  gen- 
erally receive  poor  grades  for  relevance 
and  impact.  With  a  dwindling  popu- 
lation of  18-  to  24-year-olds  to  fill  the 
classrooms,  business  schools  have  opt- 
ed for  the  executive  education  busi- 
ness. "But  the  curriculum  at  most  busi- 
ness schools  has  not  caught  up  with 
what  is  happening  in  corporations," 
says  Bennis. 

"There  are  maybe  20%  of  the  pro- 
grams at  the  top  schools  fulfilling  the 
need,"  says  Frank 
Morgan,  director  of 
executive  programs 
at  the  University  of 
North  Carolina's 
Kenan-Flagler 
Business  School. 

Morgan,  an  out- 
spoken 20-year  vet- 
eran of  General 
Foods  and  other 
corporate  posts, 
claims  the  whole 
foundation  of  busi- 
ness education  is  shaky.  "People  ana- 
lyzed history,  drew  up  principles  and 
taught  them  today  as  if  they  would  be 
effective  for  managers  dealing  with  to- 
morrow." 

"Today  you  have  to  give  people  a 
set  of  skills  that  permit  them  to  ana- 
lyze situations  and  reach  decisions 
when  they've  never  seen  those  situa- 
tions before.  That's  a  lot  more  diffi- 
cult for  faculty." 

Thomas  Gerrity,  dean  of  the  Whar- 
ton School,  has  led  a  major  overhaul 
of  his  school's  curriculum  in  the  past 
five  years.  He  says,  "There  is  no  cook- 
ie-cutter profile;  every  manager  needs 
something  different."  To  that  end, 


Character 
and  Judgment 

These  two  can  V 
be  taught,  says  lead 
ership  guru 
Warren  Bennis. 


Investor's  Business  Daily 

FREE  FOR  2  WEEKS!! 
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GE:  BRINGING  GOOD  LEADERS  TO  LIFE 


HOW  DO  YOU  TEACH  LEADERSHIP  IN 

turbulent  times?  In  the  midst  of  massive 
organizational  changes,  who  has  accu- 
mulated enough  insight  to  teach  others 
how  to  lead? 

"Increasingly,  inside  faculty,"  says  Steve 
Kerr,  director  of  General  Electric's  Cro- 
tonville,  N.Y.,  Leadership  Development 
Center.  "We  bring  in  outsiders,  the  best 
people  we  can  find,  and  then  train  them." 

How  can  GE  know  so  much? 
To  explain,  Kerr  recalls  an  old 
joke.  Two  campers  are  sleeping 
under  the  stars  when  they  hear  a 
giant  grizzly  bear  approach.  One 
camper  quickly  grabs  for  his 
sneakers  and  begins  lacing  them 
up.  The  other  whispers  franti- 
cally, "Don't  you  know  you  can't 
outrun  a  bear?"  Says  his  partner: 
"I  don't  have  to  outrun  the  bear. 
I  just  have  to  outrun  you." 

In  reality,  Kerr  says,  GE  chairman  Jack 
Welch  commissioned  him  and  three 
colleagues  from  Harvard,  Columbia  and 
the  University  of  Michigan  to  review 
existing  research,  theory  and  other 
companies'  best  practices  on  managing 
change.  The  result,  a  seven-stage  model 
of  change,  formed  the  nucleus  of  a  course 
that  1,100  of  GE's  top  executives  took  at 
the  Crotonville  campus.  That  seven-day 
course  became  a  springboard  for  man- 
agers to  take  this  information  into  the 


Welch's  Guru 

Steve  Kerr 
researches 
leadership  for 
GE's  chief. 


field  to  train  tens  of  thousands  of  other 
managers  and  workers. 

"It's  Organizational  Development 
101,"  says  Kerr.  "You  never  send  a 
changed  person  back  to  an  unchanged 
environment." 

Kerr,  who  has  a  doctorate  in  manage- 
ment and  psychology  from  City  Univer- 
sity of  New  York,  has  run  GE's  Crotonville 
center  for  the  past  two  years  and  has  seen 
a  dramatic  shift  in  the  way  the 
company  trains  workers. 

There  are  far  more  "travel- 
ing road  shows,"  he  says,  during 
which  as  much  training  takes 
place  at  individual  business  units 
as  at  Crotonville.  "It's  harder  to 
justify  bringing  people  in  unless 
you're  doing  leadership  train- 
ing that's  not  available  else- 
where," explains  Kerr.  And  GE's 
many  business  units  have  creat- 
ed their  own  training  centers  as  well. 

In  GE's  decentralized  environment, 
CEO  Welch  insists  on  cooperation  among 
all  business  units.  "We  work  very  hard  to 
build  networks  of  best-practice  sharing," 
Kerr  says.  "If  [GE  subsidiary]  NBC  finds  a 
new  way  to  work  with  its  affiliates,  we 
tweak  that  and  it  becomes  a  new  way  to 
think  of  medical  diagnostic  imaging  equip- 
ment in  Milwaukee." 

For  managers,  the  shift  has  been  to  a 
more  collaborative  way  to  work  rather 


than  the  traditional  top-down  approach. 
Talk  is  about  flexibility,  sharing,  quick 
response,  empowerment  and  working  in 
an  environment  without  boundaries.  "A 
rising  tide  lifts  all  boats,"  Kerr  says.  "If 
you  can  make  your  customer  and  suppli- 
ers more  effective,  it  makes  you  so  as  well." 

Kerr  credits  Welch  for  the  company's 
commitment  to  education.  As  GE  down- 
sized, from  more  than  400,000  employ- 
ees in  the  early  1980s  to  220,000  today, 
Welch  initiated  the  company's  vaunted 
Work-Out  management  training  course 
in  1989  and  built  the  Crotonville  learn- 
ing center.  Welch,  says  Kerr,  "was  putting 
bricks  and  mortar  into  Crotonville.  He 
knew  that  in  bad  times  you  had  to  spend 
more  on  education  than  in  good  times. 
And  he  took  a  lot  of  flak  for  that."  By  con- 
trast, Kerr  notes,  when  he  taught  at  IBM 
in  Armonk,  N.Y.,  and  Palisades,  N.Y.,  in 
the  early  '90s,  IBM  canceled  its  courses  af- 
ter financial  woes  hit  the  company. 

Despite  years  of  continual  growth,  GE 
cannot  prove  that  its  executive  education 
programs  punched  the  company  into  high 
gear.  In  a  corporation  as  large  and  diver- 
sified as  GE,  there  are  far  too  many  fac- 
tors to  anoint  credit  simply  to  leadership 
training,  Kerr  says. 

"It  is  an  act  of  faith  to  some  degree," 
Kerr  says,  "and  businesspeople  are  not 
prone  to  acts  of  faith." 

—G.R. 


Gerrity  pushes  for  what  he  calls  "cross-functional  With  everything  from  rope-climbing  exercises  to 
integration,"  blending  what  were  once  individual  disciplines     encounter  groups  promoting  self-awareness,  leadership 


into  every  course  offering. 

Yet  not  even  a  visionary  like  Gerrity  has  found 
the  magic  bullet — the  perfect,  all-inclusive  program 
for  enlightening  and  reshaping  American  manage- 
ment, use's  Conger,  who  did  a  two-year  study  of  the 
leadership  training  industry,  advocates  collabo- 
rative efforts  among  internal  training 
groups,  universities  and  other  train- 
ing organizations.  But,  he  admits,  "I 
don't  see  it  happening." 

In  his  study,  he  categorized  four 
types  of  programs:  personal  growth, 
skill  building,  feedback  and  conceptu- 
al awareness.  Conger  says  a  truly  ef- 
fective program  incorporates  all  four. 


Fit  for  Duty  There  exists  no  cookie 
cutter  profile  of  a  leader. 


training  takes  a  myriad  of  forms.  Though  none  can  guar- 
antee success,  and  despite  the  current  cost- 
cutting  mentality,  companies  still  spend  mil- 
ions  on  leadership  training  without  asking 
many  questions.  "They  would  do  well  to 
start,"  says  Conger. 

In  the  Winter  1996  issue  of 
the  Journal  of  Strategy  if  Business,  Con- 
ger writes:  "Despite  all  the  hype,  com- 
panies belonging  to  the  program-of-the- 
month  club  are  seeing  limited  results. 
"Most  leadership  programs  have  a  half- 
life  of  a  few  days  or  weeks  after  the  ses- 
sions end.  Few  have  developed  adequate 
transfer  mechanisms  to  bring  leadership 


He  worries  that  companies  rely  on  one  type  of  training  but  skills  back  alive  to  the  office,  and  most  are  prisoners  of  a  sin- 
assume  they've  covered  all  the  bases.  "If  you  walk  away  from  gle  pedagogical  approach  that  reflects  the  training  of  their 
a  program  like  the  Center  for  Creative  Leadership  think-  instructors,"  he  adds, 
ing,  'This  is  all  I  need  to  do,'  you're  in  trouble." 
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ONE  MAN'S  SEARCH  FOR  LEADERSHIP 

Class  teaches  harried  execs  how  to  motivate  in  uncertain  times. 


Donald  Thompson  is  the  group 
vice-president  of  Aveiy  Dennison  Office 
Products,  an  $800  million  arm  of 
$3.11  billion  Avery  Dennison.  Thomp- 
son has  been  a  manager  since  1973. 
Two  years  ago,  however,  he  faced  an 
assignment  that  required  him  to 
move  from  manager  to  leader  in 
a  hurry. 

Thompson  was  overseeing  the 
consolidation  of  three  $200  mil- 
lion divisions — Dennison,  K&M 
and  Avery — into  one  giant  office- 
products  division.  It  was  a 
massive  assignment  that  required 
merging  three  salesforces  and 
distribution  units.  More  than 
1,000  people  needed  to  change 
jobs,  and  another  250  positions  would  be 
axed.  New  work  processes  and  informa- 
tion systems  were  required. 

Thompson  headed  for  the  La  Jolla, 
Calif.,  branch  of  the  Center  for  Creative 
Leadership's  Leader  Lab  course.  The 
program  draws  senior  executives  who 
hope  to  sharpen  their  ability  to  manage 
in  downsizing  times. 

Robert  Burnside,  a  former  manager 
at  Wrangler  Brand  Apparel,  spent  the 
past  five  years  developing  the  Leader  Lab 
for  the  center.  Despite  costing  $7,300  per 
person,  he  says  the  course  was  not  de- 
signed to  teach  leadership. 

"People  are  told  to  downsize  by  to- 
morrow, workloads  are  increasing  by 
40%,  the  outside  competition  is  relent- 
less and  the  pressure  is  incredible,"  says 


Burnside.  "We  equip  them  to  deal  with 
the  unknown." 

The  64  full-time  and  103  adjunct 
staffers  understand  organizational  psy- 
chology as  well  as  cognitive  studies 
and  research.  The  center  focuses  on 
"soft  issues,"  the  touchy-feely 
concepts  of  self-awareness  and 
human  potential. 

A  new  course  called  Leading 
Creatively,  for  example,  has  par- 
ticipants writing  and  reading 
poetry,  drawing  pictures  of  their 
hands  and  listening  to  music,  all 
in  an  attempt  to  inject  a  creative 
aspect  into  management. 

What's  drawing  a  hand  got  to 
do  with  leadership?  "Now  that 
companies  are  information-driven  rather 
than  product-driven,  you  need  more  cre- 
ative thinking,"  says  Sheila  Campbell,  a 
Washington,  D.C. -based  consultant. 

The  course  filled  Thompson  with  new 
perspectives.  "Change  fails  because  of 
emotions,  not  strategies,"  he  explains.  He 
says  few  managers  understand  the  "heart 
side  of  the  business.  You're  asking 
people  to  jump  off  a  cruise  ship  into  the 
fog,"  he  says. 

Managers  need  to  understand  the  role 
emotions  play  in  implementing  change. 
"The  individual  is  driven  by  insecuri- 
ties about  self-esteem,  power  and  the 
loss  of  a  job,"  Thompson  says.  "If  you 
show  a  little  empathy  on  those  issues, 
the  change  goes  better." 


Back  at  his  office  in  Diamond  Bar, 
Calif.,  Thompson  initiated  open  decision 
making.  Combining  the  three  salesforces 
was  done  by  committee,  with  everybody 
bidding  on  jobs.  Since  an  Avery  vice-pres- 
ident was  named  head  of  sales,  this  avoid- 
ed the  perception  that  he  would  choose 
only  from  the  Avery  salesforce.  "In  the 
past,  the  vice-president  of  sales  would 
have  made  the  selections  in  a  smoke-filled 
room,"  Thompson  says.  "Instead,  we  had 
committees  choosing  at  every  level." 

First,  the  top  management  of  the  sales- 
force  was  chosen.  These  managers  picked 
regional  managers,  who  picked  territory 
reps.  It  was  a  three-month  process  but 
was  perceived  to  be  more  equitable  than 
a  single  executive  decision. 

Result:  Sales  and  net  income  soared. 
Earnings  increased  20%  in  1994  and  30% 
in  1995,  compared  with  a  5%  to  10%  rise 
prior  to  the  leadership  training. 

Thompson  has  sent  14  employees  to 
the  Leader  Lab  and  many  others  to  their 
courses.  He  says  he  constantly  revisits 
the  "heart"  issues,  particularly  as  tech- 
nology flattens  the  organization  and 
forces  collaboration.  "People  love  struc- 
ture," he  says.  "They  love  to  get  told 
what  to  do.  Being  forced  to  collaborate 
is  very  difficult." 

For  Thompson,  the  learning  process 
continues.  "How  do  you  empower  peo- 
ple without  creating  chaos?"  he  asks. 
"How  do  you  use  teams  effectively? 
That's  where  the  action  is." 

— G.R. 


Feelings 

Emotions 
fail  most 
often,  says 
Thompson. 


WHERE,  THEN,  TO  BEGIN? 

What  can  companies  do?  Industry  watchers  say  that  cor- 
porations are  beginning  to  exhibit  a  more  thoughtful  ap- 
proach to  executive  education.  Companies  continue  to  spend, 
but  unlike  the  freewheeling  1980s,  they  focus  more  intensely 
on  obtaining  a  return  for  their  investment.  Executives  no 
longer  have  carte  blanche  to  sign  up  for  vaguely  defined 
training  seminars  that  used  to  do  little  more  than  get  them 
out  of  the  office  for  a  fortnight. 

The  trend  is  to  bring  academics  or  professional  trainers 
in-house  to  sculpt  courses  to  meet  specific  business  needs, 
or  to  rely  on  information  technology  to  deliver  courses  via 
video  conferencing  or  satellite. 

More  than  60%  of  the  engagements  for  the  executive 
education  program  at  Wharton,  for  example,  are  now 
custom  courses  for  companies.  Wharton  worked  with  Bell 


Atlantic,  for  instance,  on  a  program  designed  to  reori- 
ent employees  from  thinking  of  their  company 
as  a  regulated  monopoly  to  a  competitive 
global  communications  business. 

"We  believe  that  even  though  we're 
a  university,  we  now  have  to  act  like 
a  multinational  business,"  says  Mir 
telstaedt.  "This  represents  a 
sea  change  in  executive  ed- 
ucation. It  used  to  be  a  re- 
ward for  a  job  well  done, 
to  send  an  executive  off  for 
a  two-week  course.  Now 
clients  all  ask,  'What  does 
this  do  to  help  us  accom- 
plish our  objective?'" 


Patton  Recognition  Eveiyone  from 
retired  generals  to  football  coaches 
to  profs  at  Ivy  League  business 
schools  purports  to  teach  motivation 
and  leadership. 
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Digital  Equipment  has  recast  its  once-massive  employ- 
ee training  effort,  refocusing  internally  rather  than  sending 
executives  off-site.  Digital  still  offers  tuition  reimbursement 
to  employees  but  has  cut  back  on  outside  offerings.  "We 
used  to  send  40  or  50  executives  per  year  to  these  programs. 
Now  we  send  just  a  handful,"  says  Mary  Jane  Knudson, 
Digital's  executive-development  manager. 

The  $14  billion  computer  maker,  which  sulfered 
five  years  of  staggering  losses  and  saw  more  than  half 
its  workforce  axed,  won't  reveal  how  much  it  spends 
on  training.  But,  according  to  Knudson,  Digital  now 
requires  that  every  training  exercise  be  tied  to  busi- 
ness goals. 

"Some  of  the  touchy-feely  stuff  is  gone,"  says  Knud 
son.  "We  are  more  aligned  with  the  business  now. 
Managers  must  learn  people  skills  as  well  as  address 
the  business  issues.  We're  just  not  focusing  on 
the  people  skills  to  the  exclusion  of  the  busi- 
ness needs  anymore." 


CAVEAT  EMPTOR 

Despite  continued  pressures  on  the  bottom  line, 
companies  agree  on  one  thing:  In  this  changed 
corporate  environment,  old  styles  of  command 
are  not  going  to  cut  it. 

Orit  Gadiesh,  chairman  of  Bain  &  Co.,  the 
Boston-based  management  consulting  firm,  says  the 
successful  business  leader  of  the  '90s  has  adopted  a 
far  more  motivational  style,  one  that  depends  more 
on  listening  and  inspiring  confidence  than  on  bark- 
ing orders. 

Gadiesh  did  a  stint  in  the  Israeli  army,  in  the 
office  of  the  deputy  of  the  chief  of  staff.  "I  saw  a  lot 
of  leaders  there,"  she  says  of  her  military  service.  "In 
the  Israeli  army,  the  officers  are  out  in  front  and  say, 
'Follow  me,'  whereas  in  most  military  settings  the 
officers  yell,  'Charge!'  That  is  one  reason  the  Israeli 
army  has  been  so  successful.  I'm  seeing 
more  leaders  now  willing  to 
say  'follow  me.' " 

David   M.  Noer, 
senior  vice-president 
of  training  and  edu- 
cation at  the  Cen- 
ter for  Creative 
Leadership,  says 
that  managers  face 
new  challenges  in 
motivating  em- 
ployees. "The  end 
of  job  security  is 
here,"  Noer  says. 
"We're  all  essen- 


Exotic  Climbs  With  everything  fro?n  rope-climbing  exercises  to  encounter  groups, 
leadership  training  in  the  '90s  assumes  a  myriad  of  forms.  Hold  on  to  your  wallet 


tially  temps.  The  way  you  motivate  people,  connect  your- 
self  and  them  to  the  organization,  and  promote  self-esteem 
among  workers  has  changed." 

Noer  points  out  that  we  are  at  the  end  of  a  50-year-long 
process  of  management  that  was  based  on  de  facto  lifetime 
contracts  and  a  benefits  system  predicated  on  length  of 


employment  rather  than  on  merit.  "You  need  to  find  ways 
to  get  people  to  work  for  you  because  they  want  to,  rather 
than  because  they  have  to,"  he  says. 

Unlike  GE,  Motorola  and  a  few  other  enlightened  cor- 
porations, many  companies  have  ignored  the  warning  signs. 
Aerospace  in  El  Segundo,  Calif.,  is  a  government  contrac- 
tor forced  to  compete  in  the  commercial  sector  due  to 
defense  cutbacks.  The  changing  corporate  culture  has  thrown 
the  company  into  turmoil. 

Says  Phillip  Hill,  a  3K-year-old  veteran  project  engineer, 
"People  loved  the  place.  Morale  was  great.  Now  people  are 
saying:  'Not  only  can't  I  retire  here,  can  I  make  it  through 
another  fiscal  year?'" 

Hill  says  the  e-mail  network  is  abuzz  and  people  are 
preparing  resumes.  Hill  himself  attends  the  executive 
M.B.A.  program  at  UCLA,  taking  courses  on  his  own  time 
and  paying  his  own  way.  But  his  push  to  go 
>A  |     for  an  M.B.A.  in  this  engineering-driven  en- 
vironment actually  puts  him  at  risk. 
Technology,   Noer  observes,   has  had 
a  direct  impact  on  this  new,  unstable  busi- 
ness scenario,  creating  haves  and  have-nots. 
"Technology  has  a  strong  relationship  to  the 
self-esteem  of  these  layoff  survivors,"  he  explains. 
"The  young,  technically  savvy  workers  are  having  a 
good  time  and  are  sought  after  by  organizations.  But 
the  personal  computer  has  helped  eliminate  a 
layer  of  middle  managers  who  used  to  com- 
municate information  from  the  top  to  the 
bottom  and  back  again.  With  the  PC,  you 
don't  need  them." 

In  the  end,  a  paradox  exists.  A  radically 
new  environment,  a  new  set  of 
rules  and  roles,  still  results  in 
an  old  saw:  There  is  no  substitute 
for  experience. 

For  those  who  still  cling 
to  the  traditional  models 
of  teaching — what  Har- 
vard's John  Kotter 
calls  "getting  up  and 
proclaiming  God's 
truth" — their  day  has 
passed.  The  adage  that 
"those  who  can't  do, 
teach"  won't  hold 
sway  in  this  battle. 
Battle  scars  from 
the  front  lines  are 
a     must.  Your 
emerging  leaders 
are  not  as  likely  to 
be  identified  by 
Myers-Briggs  tests  as  by  considerable  trial  by  fire. 

Adds  Michael  Hammer,  "In  reality,  the  only  way  to  learn 
this  is  by  doing  it.  You  give  people  the  concepts  they  need, 
and  then  they  have  to  invent  it  for  themselves  in  the  field." 

In  other  words,  the  Latin  on  these  ivy-covered  walls 
reads  "Veritas"  but  translates  to  "Caveat  Emptor."  ■ 
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communications 


1.  ANIXTER  INC.  Anixter  is  a  global  networking  and 
|{  cabling  systems  specialist  supplying  products  and  services 
for  the  transmission  of  data,  voice,  video  and  multimedia. 

•  DATA  NETWORKS  SERVICES  * 

:.  SWISS  TELECOM  NORTH  AMERIC  A  Swiss  Telecom 
PIT  helps  extend  and  expand  corporate  networks  to  access 
technology  resources  and  markets  of  Switzerland,  Eastern 
Europe,  the  CIS,  the  Middle  East  and  Africa. 

»  PBX# 

3.  INTECOM  Intecom  is  the  premier  supplier  of  multime- 
dia telecommunications  worldwide,  providing  advanced 
PBX,  CTI,  call  center  and  video  communications  solutions. 

*  SECURE  COMMUNICATIONS  • 

CYCOMM  CORPORATION  Secure  communications  for 
cellular  phones,  landline  phones  and  facsimiles.  Solutions 
available  for  your  corporate  PBX  -  today. 


services 


5.  TSMC  TSMC  is  the  world's  largest  and  fastest  growing 
(I  dedicated  semiconductor  foundry.  Headguartered  in 
BTaiwan,  TSMC  offers  processes  that  focus  on  advanced 
['logic,  mixed  signal  and  a  wide  array  of  memory  devices. 

•  INFORMATION  MANAGEMENT 
SYSTEMS  # 

6.  MICROAGE  INFOSYSTEMS  SERVICES  MicroAge  and 
MicroAge  Infosystems  Services  markets  information  tech- 

I  nology  products  and  services  through,  and  in  partnership, 
I  with  the  international  network  of  more  than  1,500  fran- 
chised,  company-owned  and  affiliated  reseller  locations 

|  •  MARKETING  COMMUNICATIONS 

7.  HENSLEY  SEGAL  RENTSCHLER  INC  A  marketing 
communications  firm  specializing  in  niche  marketing  and 
narrowcast  media  Named  Advertising  Age's  Business 

[Marketing  "Agency  of  the  Year"  in  part  for  its  innovative 
(work  in  Internet  marketing. 

#  ONLINE  SERVICES  # 

8.  CHARLES  SCHWAB  &  CO.,  INC  /E  SCHWAB 

e. Schwab,  the  new  state  of  the  art  computerized  trading 
service  from  Charles  Schwab.  Visit  us  on  the  web  at 
http://www.  schwab.com  or  call  1-800-e. Schwab. 

9  COMPUSERVE  INFORMATION  SERVICE  International 
on-line  service  with  direct  Internet  access,  software  sup- 


port and  multimedia  capabilities.  1-800-487-4838. 

10.  E*TRADE  SECURITIES,  INC.  E'Trade  Securities,  Inc. 
Obtain  quotes,  place  trades  via  your  PC  or  touch-tone 
phone  with  America's  Electronic  Brokerage™ For  more  infor- 
mation, call  1-800-STOCKS-3.  MFBA26 

11.  LOMBARD  INSTITUTIONAL  BROKERAGE  Lombard 
is  the  deep-discount  brokerage  available  via  phone  or 
Internet.  Log  on  at  http://  www.lombard.com.  It's  FREE.  Or 
call  1-800-LOMBARD 

12.  NETCOM  ON-LINE  COMMUNICATION  SERVICES, 
INC.  NETCOM  On-Line  Communication  Services,  Inc.  pro- 
vides value-added  Internet  services  to  subscribers  interna- 
tionally. NETCOM  operates  its  own  TCP/IP  network,  bene- 
fitting both  business  and  individual  subscribers  with  a  sta- 
ble, reliable  network  at  low  prices. 


software 


#  DATABASES  # 

13.  ACXIOM  CORPORATION  Acxiom  Corporation  pro- 
vides data  warehousing  and  decision  support  services,  and 
products  that  allow  businesses  to  make  informed  market- 
ing, merchandising,  and  risk  management  decisions. 

•  ENTERPRISE  BUSINESS 
APPLICATIONS  * 

14.  PEOPLESOFT  PeopleSoft  develops,  markets,  and  sup- 
ports a  complete  suite  of  business  applications  PeopleSoft 
Financials, PeopleSoftDistribution, PeopleSoft  Manufactu- 
ring,and  PeopleSoft  HRMS  -  for  enterprise-wide  informa- 
tion management.  800-947-7753. 

•  FINANCIAL  * 

15.  BUSINESS  MATTERS/CACHE  Business  Matters  devel- 
ops, markets  and  supports  business  effectiveness  software  Its 
products  are  designed  to  enhance  the  business  skills  of  users 
beyond  generic  desktop  applications  by  augmenting  user 
knowledge  and  eliminating  application  programming.  Cashe  is 
a  knowledge-based  financial  forecasting  and  business  planning 
software  solution  for  people  who  make  decisions  that  impact 
the  overall  financial  position  of  their  organization. 

*  REMOTE  MOBILE  COMPUTING  * 

16.  XCELLENET  XcelleNet  Inc.  develops  and  markets 
Remote-Ware,  a  system  software  foundation  for  enterprise 
scale  remote  and  mobile  computing. For  more  information 
call  1-800-322-3366. 

#  SPREADSHEETS  ♦ 

17.  FUZIWARE,  INC/CREATORS  OF  FUZICALC:  This 
award  winning  Windows  spreadsheet  uses  fuzzy  math  to 
enable  you  to  make  financial  models  in  a  flash!  Call 
1-800-472-6183. 


other 


18.  LANDS'  END  Lands'  End  sells  traditionally  styled 
casual  clothing  for  men,  women  and  children,  as  well  as 
sheets,  towels,  and  soft  luggage.  Everything  is  guaranteed, 
absolutely.  FREE  catalog  1  -800-356-4444 


•  AREA  DEVELOPMENT  * 

19.  OHIO  DEPARTMENT  OF  DEVELOPMENT  Ohio  the 
number  on  location  for  new  facilities  and  expansions  for 
three  straight  years.  If  you're  in  business,  you  need  a  part- 
ner like  Ohio. 

#  BUSINESS  AND  FINANCE 

NEWSPAPER  • 

20.  INVESTOR'S  BUSINESS  DAILY  For  information 
about  the  investment  and  business  world  every  business 
day,  call  1-800-642-4447  to  receive  2  weeks  FREE. 
Subscribers  within  the  last  4  months  not  eligible. 

•  BUSINESS  TO  BUSINESS* 

21.  NATIONAL  BUSINESS  AIRCRAFT  ASSOCIATION/ 
GENERAL  AVIATION  MANUFACTURERS  ASSOCIA- 
TION FACE  TO  FACE  is  a  free  executive-level  brochure 
illustrating  how  ten  U.S.  companies  use  business  aircraft 
to  dramatically  improve  customer  service,  sales  and  mar- 
keting, company  personnel  travel  and  materials  shipping. 

*  FINANCIAL  # 

22.  T.  ROWE  PRICE  SCIENCE  &  TECHNOLOGY  FUND 

1-800-541-6157 

23.  TWENTIETH  CENTURY  MUTUAL  FUNDS  Find  out 
more  about  Twentieth  Century's  family  of  no-load  mutual 
funds  Call  1-800-345-2021  or  http://networth.  gait  com/ 
twencent. 

•  INTERNETWORKING  HARDWARE 
AND  SOFTWARE  # 

24.  CISCO  SYSTEMS 

•  SECURING  BUSINESS 
APPLICATIONS  • 

25.  V-ONE  V-One,  provider  of  universal  network  security 
foundations,  offers  SmartWall,  an  intelligent  Internet  fire- 
wall, and  SmartGATE,  the  only  security  solution  enabling 
sensitive  financial  Internet  transactions  with  complete  con- 
fidence. 

m  JEWELRY  # 

26.  A  LA  VIEILLE  RUSSIE  A  La  Vieille  Russie,  founded 
:n  1851,  has  always  been  a  family  business.  Dealers  in 
FABERGE,  jewelry,  gold  boxes,  paintings,  icons.  A  recent 
brochure  is  available.  781  Fifth  Avenue,  New  York,  N  Y 
10022. 

FOR  FREE  INFORMATION.  PLEASE  SEND  IN 
YOUR  FREE  INFORMATION  PLUS  CARD 
TODAY,  OR  CALL  TOLLFREE:  1-800-463-6903, 

OR  FAX  YOUR  COMPLETED  INFORMATION 
PLUS  CARD  TO  US  AT:  (312)  922-3165. 
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The  Big  Picture 


PURE  CREATIVE  JOY 

Fun  is  not  a  word  that  comes  up  often  when  eggheads  discuss  what 
makes  capitalism  tick.  What  a  shame.  By  Virginia  I.  Postrel 


|  T  WAS  1973,  AND  DAN  LYNCH  HAD  RECENTLY  STARTED 

I  a  new  job  as  manager  of  the  computer  laboratory  for 
I  the  Artificial  Intelligence  Group  at  SRI.  He  was  charged 
I  with  getting  all  kinds  of  weird  peripherals — robots, 
lasers,  oddball  equipment — to  talk  to  each  other  and  to  the 
lab's  computers. 

One  day,  he  recalls,  "I  round  myself  in  my  office  look- 
ing at  Shakey  the  Robot  (the  first  robot)  firmly  blocking 
my  exit.  One  of  the  researchers  had  programmed  it  to  do 
that  and  sat  smirking  outside  my  door.  I  had  to  figure  out 
how  to  control  Shakey  right  then  and  there  to  get  it  to 
move  aside  (and  not  take  a  wall  out!).  That  was  fun." 

Fun  is  a  word  you  hear  a  lot  from  Lynch,  who's  now 
chairman  of  CyberCash.  Majoring  in  math  was  "fun."  De- 
bugging TCP/IP  (Transmission  Control  Protocol/Internet 
Protocol)  without  pay  as  a  favor  to  a  friend  was  "fun."  Co- 
ordinating 200  programmers  around  the  country  to  turn  the 
old  Arpanet  into  the  Internet  was  "fun." 

Fun  is  not,  however,  a  word  that  comes  up  often  when 
sociologists  and  political  types  discuss  what  makes  capital- 
ism tick.  They  say  things  like,  "The  bourgeois  economic 
impulse  was  organized  into  a  highly  restrictive  character 
structure  whose  energies  were  channeled  into  the  produc- 
tion of  goods  and  into  a  set  of  attitudes  toward  work  that 
feared  instinct,  spontaneity,  and  vagrant  impulse." 

That's  Daniel  Bell  in  his  1976  book  The  Cultural  Con- 
tradictions of  Capitalism.  Bell  argued  that  the  pursuit  of  hap- 
piness engendered  by  a  free-market  economy  would  destroy 
the  thrifty,  disciplined,  hardworking  Puritan  character  on 
which  capitalism  depends.  The  result,  wrote  Bell,  was  pure 
hedonism,  and  "nothing  epitomized  the  hedonism  of  the 
United  States  better  than  the  State  of  California."  Bell's  in- 
fluence on  intellectuals  of  both  the  right  and  the  left  can 
hardly  be  overstated.  And  his  argument  informs  much  of 
what  Washington  policymakers  say  about  the  market  econ- 
omy— from  Bill  Clinton's  paeans  to  people  who  "work  hard 
and  play  by  the  rules,"  to  Bill  Bennett's  attacks  on  popular 
culture,  to  the  bipartisan  consensus  that  the  Internet  must 
be  brought  under  control. 

Bell  was,  howev  er,  wrong — or  at  least  incomplete.  He 
confused  the  pursuit  of  happiness  with  the  pursuit  of  sensa- 
tion and  left  out  the  creative,  productive  role  of  play.  He 


saw  the  California  of  hot  tubs  and  casual  sex  (this  was  the 
'70s)  but  ignored  the  Silicon  Valley  and  Hollywood  that 
worked  practically  round  the  clock.  He  both  embraced  and 
condemned  the  bureaucratic  Organization  Alan  but  couldn't 
imagine  that  a  dynamic  culture  would  find  a  more  interest- 
ing, more  productive,  but  non-Puritan,  substitute. 

Needless  to  say,  there  are  no  personal  computers — 
and  certainly  no  Internet  or  robot  pranks — in  The  Cultural 
Contradictions  of  Capitalism.  The  personal  computer,  as  Stew- 
art Brand  puts  it,  "is  the  one  thing  the  hippies  got  right." 
To  my  younger,  economically  pressured  and  career-orient- 
ed generation,  children  of  the  '60s  looked  like  perpetual  ado- 
lescents, unwilling  to  go  to  class,  get  jobs,  accept  limits.  But, 
injected  into  a  marketplace  always  looking  for  new  sources 
of  happiness,  their  playfulness  created  amazing  new  indus- 
tries. 

Play,  notes  Brand,  provides  "a  place  where  we  try  stuff." 
It  teaches  us  to  generate  new  ideas  and  cope  with  new  situ- 
ations. And,  I'd  argue,  its  balance  of  rules  and  improvisation 
encourages  exactly  the  mental  skills  needed  to  adapt  to  a 
dynamic  culture  and  economy.  Speaking  in  purely  econom- 
ic terms,  play  will  always  dominate  work,  because  people  will 
play  for  free.  It's  a  great  source  of  startup  capital  and  a  way 
to  help  voluntarily  finance  "public  goods"  like  all  those  In- 
ternet projects  Dan  Lynch  worked  on. 

Obviously,  discipline  matters  too,  and  completing  proj- 
ects often  means  sticking  to  them  after  the  fun  has  run  out. 
But  playful  work  also  provides  a  source  of  joy  amid  what 
economic  historian  Joel  Mokyr  characterizes  as  "living  in  a 
hectic  and  nerve-racking  world  in  which  producers  have  to 
run  to  stay  in  place  and  constantly  spend  effort  and  resources 
on  searching  for  improvements."  In  such  a  world,  he  wor- 
ries, stressed-out  businesspeople  will  lobby  government  to 
block  technological  progress.  Maybe  not,  however,  if  they're 
busy  having  fun. 

With  their  fixation  on  the  Puritan  model  of  bourgeois 
life,  the  aristocratic  intellectuals  who  dominate  our  political 
debate  miss  both  the  risk-taking  and  the  fun  that  drive  en- 
trepreneurial capitalism.  That  doesn't  lessen  their  influence. 
But  it  ought  to.  ■ 
Virginia  I.  Postrel  (l~postrel@tml.cmn)  is  the  editor  of  Reason  magazine. 
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THE  TRANSMIGRATION  OF  COOL 

Technology  has  stolen  the  power  to  be  envied  from  the  beautiful  people 
and  bestowed  it  on  the  dutiful  people.  By  Owen  Edwards 


A GREAT  CRY  HAS  ARISEN  OVER  WHAT'S  POPULARLY 
known  as  "the  revenge  of  the  nerds."  But  what  ex- 
actly is  the  nerds'  revenge?  Is  it  that  the  kind  of  peo- 
ple who  used  to  study  all  night  for  electrical  engi- 
neering exams  and  spend  their  lives  as  anonymous  functionaries 
now  invent  mysterious  systems  and  amass  millions?  Or  that 
the  hardware  and  software  these  neo-alchemists  conjure  up 
make  us  helplessly  dependent  on  them?  Well,  sure.  But  the 
real  coup  of  the  pocket-protector  class  is  even  more  aston- 
ishing: They  have  stolen  cool. 

Within  recent  memory,  the  quality  of  cool  was  the  ex- 
clusive property  of  men  and  women  who  dressed  well  and 
tended  to  view  everything — even  their  own  occasional  mis- 
fortunes— with  ironic  detachment.  These  paragons  were  in- 
capable of  social  gaffes  (or  were  so  confident  that  the  gaffe 
was  imitated  by  others  until  it  became  the  cool  thing  to  do). 
Though  obvious  hard  work  was  not  cool,  they  could  do  lots 
of  things  quite  well,  and  never  ever  displayed  any  emotion 
deeper  than  the  derisive  laugh  or  the  self-deprecating  shrug. 

Even  those  to  the  mannerisms  born  weren't  guaranteed 
membership;  tests  and  rites  were  required.  One  had  to  un- 
derstand, for  instance,  that  James  Dean  was  not  the  cool  char- 
acter in  Rebel  Without  a  Cause,  but  rather  Buzz,  his  rival,  who 
calmly  combed  his  hair  before  driving  to  his  death  in  a  game 
of  chicken.  Dean  was  tormented — very  uncool.  In  matters  of 
psychology,  sex  and  style,  sangfroid  was  infinitely  more  im- 
portant than  Sigmund  Freud. 

For  diose  who  made  the  grade,  the  world  was  simple:  Oth- 
er people  were  either  cool  or  they  weren't.  Some  were  hard 
to  categorize,  because  it  was  possible  to  be  so  cool  you  didn't 
even  have  to  be  cool  (Prince  Charles  is  one  of  these  tricky 
cases).  But  certain  types  were  plainly  beyond  the  pale,  name- 
ly nerds,  dweebs,  dorks,  grinds,  wimps,  simps,  blimps  and 
guys  who  won  chemistry  prizes. 

Now  a  paradigm  shift  has  taken  place,  from  "tres  cool"  to 
"way  cool,"  and  all  that  once  was  taken  for  granted  has  been 
overthrown.  Technology  is  the  villain  in  this  upheaval,  hav- 
ing snatched  that  formidable  prize — the  power  to  be  envied — 
away  from  the  beautiful  people  and  conferred  it  on  (of  all 
things!)  the  dutiful  people.  Vast  fortunes  now  are  accumu- 
lated by  people  too  young  to  have  a  personal  style  and  too 
wrapped  up  in  work  to  think  about  it.  The  glittering  prizes 
that  went  to  the  legendary  Gordon  Gekkos  of  Wall  Street  in 
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the  '80s  are  now  captured  by  the  Marc  Andreessens  of  Sili- 
con Valley,  and  the  currency  of  cool  has  shifted  with  them. 
Stockbrokers  can  still  make  millions  a  year,  of  course,  but  in- 
spired software  creators  can  make  millions  in  a  day.  Gekko's 
style,  slick  and  suspendered,  has  lost  its  hold  on  the  public 
imagination  to  boy-genius  grunge. 

Quelle  difference!  Once  it  was  cool  to  be  physically  adroit 
and  uncool  to  be  a  brain;  intellectuals  got  the  grades,  jocks 
got  the  girls.  It  would  have  been  unspeakably  uncool  to  sit 
all  day  at  a  screen,  eating  junk  food  and  staring  at  lines  of 
numbers.  Uncool,  too,  would  have  been  shapeless  clothes, 
uncombed  hair  (what  would  Buzz  have  thought?)  and  the 
son-of-flubber  mien  of  a  goofy  professor. 

Ironically,  many  of  the  founding  fathers  of  the  Cyber  Age 
were  cool  in  the  time-honored  manner.  They  were  swash- 
buckling men  who  built  their  fortunes  the  old-fashioned 
way — they  took  chances  and  kicked  ass.  Had  they  prevailed, 
the  sleek  might  have  inherited  the  earth.  But  the  fate  of  true 
cool  was  sealed  when  Steve  Jobs,  at  least  marginally  cool  in 
a  traditional  way,  was  eclipsed  by  Bill  Gates,  the  paragon  of 
all-that-once-was-not-cool.  Think  what  you  will  about  Bill's 
clueless  style,  he  became  the  richest  man  in  America,  and  if 
that  isn't  cool,  what  is?  The  moment  Jobs  (the  OB-GYN  of 
the  quintessentially  cool  Macintosh)  slipped  off  the  front  page 
and  Gates  got  on  the  cover  of  every  magazine  except  Out  and 
Soldier  of  Fortune,  cool  had  made  the  unimaginable  leap  from 
the  sleek  to  the  geeks. 

"Cool"  became  the  code  word  for  everything  that  turned 
nerds  on,  the  bedrock  of  a  new  culture.  InterWeb  directories 
feature  "What's  Cool"  right  next  to  "What's  New."  Accord- 
ing to  the  New  York  Times,  America  Online  president  Ted 
Leonsis  regards  "cool"  as  the  ticket  to  ride  on  his  service.  One 
of  the  founders  of  a  popular  Net  guide,  a  kid  who  (I  suspect) 
would  rather  watch  Who's  the  Boss?  than  wear  Hugo  Boss,  tells 
me,  "What  we're  doing  here  is  really  ...  incredibly  ...  cool." 
At  software  companies,  the  world  has  again  divided  into  two 
parts:  those  doing  cool  stuff,  and  those  just  doing  stuff. 

Needless  to  say,  nerd  turn-ons  don't  pass  muster  with 
those  from  whom  cool  has  been  stolen.  Old-school  cool  types 
just  can't  accept  the  idea  that  they've  been  co-opted  by  a 
bunch  of  guys  in  Rockports  whose  idea  of  a  fraternity  is  Phi 
Beta  Kappa.  But  they  don't  matter  anymore.  Move  over,  James 
Bond,  and  make  room  for  Beavis  and  Butt-head.  Cool.  ■ 


es  Wagon  Creek  Ranch  is  offering  minimum  40  acre  ranches  starting  at  as  little  as  $25,000. 
)rovide  full  financing  and  buyer  protection.  If  you've  ever  dreamed  of  owning  your  own  piece  of 
Rockies,  now  is  the  time  to  act.  This  property  can  provide  you  with  a  perfect  base  for  vacations, 
^-country  skiing,  hunting,  camping  and  a  host  of  other  outdoor  sports  and  family  fun.  For  more 
mation  without  obligation, 

Call  1-800-FORBES-5.  Outside  the  U.S.  (719)  379-3263. 


THE    PETERS  PRINCIPLES 


(continued  from  page  120)  designers — who  are  currently  in  the 
forefront  of  Weh-site  graphical  design.  And  we  met  with 
technologists — and  more  technologists — to  get  their  bead 
on  the  Web  puzzle. 

Everyone  we  met  with  has  a  BIG  THEORY  and  a  (very) 
little  bit  of  corroborating  evidence.  And  it's  all  chang- 
ing...  everyday ...  anyway.  It's  so  ridiculous  it's  great  fun. 

Ask  for  a  bid  on  a  Web-site  design  (we  did). ..and  the 
responses  vary  from  $20,000  to  over  $1  million  (they 
did)  ...with  no  obvious  difference  in  expected  look,  feel  or 
result.  A  high  bid  typically  comes  from  somebody  who  cre- 
ated an  "award-winning"  site  (it  seems  that  everybody  in 
the  media  and  on  the  Web  is  giving  out  awards...  and 
pans. ..with  astonishing  and  utterly  useless  frequency). 
Overnight  the  "winning"  designer  becomes  hot  property, 
and  huge  companies  with  very 
deep  pockets  and  very  shallow 
brains  throw  megabucks  at 
him,  hoping  to  replicate  the 
magic. ..which  is,  by  definition, 
no  longer  magic  by  the  time  it 
appears.  "Web  'generations'  are 
months,  sometimes  weeks,"  one 
renowned  aficionado  says  with 
a  straight  face. 

Having  selected  a  terrific 
designer,  Ken  Silvia,  whose  tal- 
ent is  matched  by  his  sense  of 
humor  (which  is  a  must  in 
wobbly  Web  world),  and  a 
talented  but  relatively  inex- 
pensive technologist  (who  loves 
the  game. ..and  doesn't  take 
himself  too  seriously — another 
must),  we  then  begin  ...  more 
meetings. 

Meetings  with  friends  and 
would-be  alliance  partners: 
friends  who  will  link  their  sites 
to  ours  or  possibly  embed  their  site  with  ours ...  and  play  the 
game  with  us.  Would-be  alliance  partners  who  might,  for 
instance,  use  our  site  (for  a  fee  to  be  determined)  as  a  perk 
for  their  paying  customers ...  or  whatever. 

New  meeting.  New  theory.  New  meeting.  New  theory. 
And  on  it  goes.  Oh  yes,  and,  of  course,  an  hour  a  day 
patrolling  the  Web.... 

Poetry  in  motion?  Or  Garbage  R  Us?  Answer:  a  lot  of  both! 

Computers  (including  the  Mac,  which  I  love)  are  still 
very  unfriendly,  in  case  you  haven't  figured  that  out.  And 
the  Web  is  absurdly  awkward  ...  like  any  diaper-bound  youth 
trying  to  cope  with  the  blooming,  buzzing  confusion  of  an 
utterly  inexplicable  world. 

It  all  makes  you  wonder,  and  scream,  at  least  10  times  a 
day,  "Why?  Why?  Why?" 

Why:  The  Web  is  obviously  much  less...  and  much 
more...  than  promised.  The  hype  is  out  of  control.  But  so 
is  the  reality.  Mistakes  will  be  made.  Reputations  will  be 


We  believe  only  four  things  for 
sure  (until  further  notice): 
(1)  There  is  ...clearly  (dammit!) 
...a  whole  new  game  of  com- 
merce...life?  ...somehow  being 
created  in  Web/Net/cyber- 
world.  It  doesn't  have  much 
to  do  with  the  terra  firma  we 
grew  up  with  (i.e.,  there  ain't 
any  firma);  (2)  We  have  got 
to  be  there...  now;  (3)  We 
have  got  to  be  there... big.; 
and  (4)  Usable  content  is  all. 


destroyed.  Sages  will  turn  into  fools  overnight. 
And  money  will  be  lost. 
And  money  will  be  made.... 

How?  Direct  sales.  Transaction  fees.  Use  fees.  Sub- 
scriptions. Advertising.  Carpenter  and  I  plan  to  try  a  little 
(or  a  lot)  of  all  of  the  above. 

(We're  planning  20  or  so  distinct  "services,"  from  free 
to  dear.  How  do  we  choose  how  much  is  free,  how  much  is 
dear  ...and  how  dear?  Talk  to  the  experts — ha! — and  then, 
well  ...wing  it,  of  course.) 

We  really  don't  know  if  we'll  make — or  lose — a  fortune. 
But  we  do  know  that  we  gotta  be  there ...  now. 

We  are  prepared  to  make  mistakes  (that's  half  the  fun, 
three-quarters  of  the  game).  We  are  prepared  to  make 
public  asses  of  ourselves  (less  fun  but  just  as  important — 

and  also  clearly  part  of  the  drill). 
We  are  prepared  to  change 
everything ...  again ...  and  again. 

We  believe  only  four 
things  for  sure  (until  further 
notice):  (1)  There  is. ..clearly 
(dammit!) ...  a  whole  new  game 
of  commerce ...  life? ...  somehow 
being  created  in  Web/Net/cy- 
berworld,  and  it  doesn't  have 
much  to  do  with  the  terra 
firma  we  grew  up  with  (i.e., 
there  ain't  any  firma).  (2)  We 
have  got  to  be  there  ...  now.  (3) 
We  have  got  to  be  there  ...  big. 
I  am  a  longtime  devotee  of 
the  "increasing  returns"  school 
of  business  strategy;  see  the 
Forbes  ASAP  interview  with 
Paul  Romer  Qune  5,  1995). 
(4)  Good  content/fresh  con- 
tent/well-designed content/ 
Web-aimed  content/ usable  con- 
tent ("We've  got  to  be  of  prac- 
tical, overwhelming  value  to  users  with  specific  problems," 
runs  Carpenter's  sensible  line  of  reasoning)  will  win  out;  if 
there's  no  "it,"  the  swiftest,  sexiest  delivery  system  in  the 
world  won't  save  your  soul. 

So  why  am  I  sharing  my  little  story  with  you?  Many  Forbes 
ASAP  readers  are  way  ahead  of  me.  (You  don't  need  this  col- 
umn.) But  far  too  many  are  treading  gingerly  on  this  revo- 
lutionary turf.  And  that  is  a  grave  mistake.  My  real  role  in 
writing  this  column  is  to  say: 

■  I  am  betting  my  future  on  the  Web. 

■  I  don't  know  what  the  hell  I'm  doing. 

■  And  that  is  the  right  attitude.  (Gamble  big,  while  know- 
ing that  no  one  knows  anything  for  sure.) 

A  brand-new,  totally  weird  (unless  you're  15  or  younger, 
in  which  case  you  get  it)  world  is  being  born — and  meta- 
morphosing weeklv — in  cyberspace.  This  is  not  the  time  for 
wet  toes.  It  is  the  time  for  wet  thighs,  wet  necks,  water  in 
the  mouth.  Join  in,  big  time,  or....  ■ 
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1     INTERNET  DIRECTORY 

Visit  the  Internet  site  of  the  following  companies  whose 
advertisements  appear  in  this  FORBES  ASAP. 


Acxiom  Corporation 

info@acxiom.com 

Anixter  Inc. 

http:/ /www.anixter.com 

Business  Matters  Inc. 

http://www.bmatters.com 

Cisco  Systems 

http://www.cisco.com 

CompuServe 

http://www.compuserve.com 
e.Schwab 

http://www.schwab.com 
E  TRADE 

http://www.etrade.com 

Hensley  Segal  Rentschler  Inc. 

http://www.hsr.com 


NBA  A/GAM  A  "No  Plane,  No  Gain" 

http://www.nbaa.org 

NETCOM  On  line  Communication 
Services 

http://www.netcom.com 

Olde  Discount  Stockbrokers 

http:/ /www.oldediscount.com 

Peoplesoft 

http://www.peoplesoft.com 

Texas  Instruments 

http://www.ti.com 

UUNET  Technologies 

http://www.uu.net 

V-ONE 

http://www.v-one.com/ 1 3.html 

XcelleNet  (RemoteWare) 

http://www.xcellenet.com 
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TAKING  THE  BIG  PLUNGE 

It  felt  as  if  the  hand  of  the  Almighty  were  on  my  shoulder. 
I  was  writing  Webspeak!  By  Tom  Peters 


«■  'm  no  George  Gilder.  Though  a  Forbes  ASAP  colum- 
■  nist  since  the  start,  I  am  often  at  sea  about  the  latest 
I  technological  turf  wars  and  prognostications.  (Though 
9  I  did  start  programming  computers — with  pencil  and 
punch  cards — in  1962;  and  several  times,  while  a  consultant 
at  McKinsey  &  Co.  in  the  mid-'70s,  I  purchased  a  separate 
plane  seat  for  my  Texas  Instruments  "laptop,"  which  was 
the  size  of  a  small  piano.) 

Nonetheless,  at  a  speech  in  Johannesburg,  South  Africa, 
in  February,  I  distinctly  heard  myself  say,  "I'm  betting  my 
future  on  the  Internet."  Indeed  I  am. ..though  I  have  little 
or  no  idea  what  that  means ...  which  is  precisely  the  point! 

This  column  is  not  intended  to  be  a  thinly  disguised  ad- 
vertisement for  my  forthcoming  Web  site.  (Though,  of 
course,  I  do  hope  you  visit...  and  keep  visiting.)  Instead,  it's 
meant  to  describe  the  odyssey  of  a  Guy  Named  Tom  who 
has  gotten  hooked — hook,  line  and  sinker — even  though  I 
know  no  one  knows  how  it's  all  going  to  turn  out. 

I  programmed  with  punch  cards  at  Cornell  University 
in  the  '60s.  I  programmed  global  oil-exploration  simulation 
models  at  McKinsey  in  the  '70s.  In  1982  I  got  an  Apple  II, 
became  totally  frustrated  with  its  unfriendliness,  and  used 
it  mostly  to  play  Pac-Man  when  I  got  home  from  exhaust- 
ing days  on  the  road.  In  the  '90s,  to  deal  with  the  downside 
of  living  in  a  town  (population:  approximately  five)  in 
rural  Vermont,  I  became  a  San  Jose  Mercury  News  Mercury 
Center  on-line  addict.  (The  center  even  uses  me  in  its  ads.) 

But  I  really  wasn't  with  the  program  (excuse  the  pun);  I 
was  acting  the  part  of  dashing  management  guru,  but  tip- 
toeing into  the  wacky  world  of  the  21st  century's  trans- 
forming technologies. 

Until  last  December,  that  is.  My  book  editor  (you  re- 
member books,  right?),  Donna  Carpenter,  called  me  at  home 
(I  had  no  e-mail  address ...  for  shame).  She  and  her  buddy, 
Dean  LeBaron,  chairman  of  Batterymarch  and  Sante  Fe  In- 
stitute trustee,  had  become  captivated  by  the  Internet.  (The 
gong — not  bell — went  off  when  they  dropped  in  on  a  Boston 
Internet  conference  last  fall  that  drew  30,000  eager  partic- 
ipants, instead  of  the  expected  handful.) 

I  don't  remember  all  the  details,  but  Carpenter,  editor 
to  half  the  >\  bo's  who  of  business  writing  (Mike  Hammer 
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and  Jim  Champy  of  reengineering  fame,  et  al.),  gave  me  a 
thinly  veiled  ultimatum  that  I  remember  this  way:  "I'm  go- 
ing Internet.  I'm  dropping  everything  else.  The  train  is 
leaving  the  station.  Want  to  play?"  (Excuse  the  mixed 
metaphor — it  is  clearly  beneath  the  erudite  Carpenter.) 

I  was  considering  a  long  sabbatical  at  the  time. ..and 
was  getting  heavily  involved  in  a  low-tech  startup  (see  my 
Feb.  26  Forbes  ASAP  column).  So,  obviously,  I  said  yes.  Or, 
as  I  recall,  "YES,  YES,  YES!" 

I  had  been  working  on,  in  snail-mail  lingo,  a  "book"  for 
close  to  a  year.  To  be  called  something  like  Rules  for  Radi- 
cals: A  Pivvocateur's  Guide  to  Management  2000,  it  consists 
of  400  (hopefully)  pithy,  interrelated  observations,  collect- 
ed in  20  "chapters"  about  the  wacky  world  of  enterprise  and 
careers  that  has  beset  us. 

To  my  amazement,  it  felt  as  if  I  had  the  hand  of 
the  Almighty  on  my  shoulder,  as  I  realized  that  I'd  been 
writing  Webspeak.  (I  guess  I  shouldn't  have  been  that  sur- 
prised. In  1992  a  reviewer  called  my  book  Liberation 
Management  the  first  hypertext  management  treatise.  I  think 
it  was  meant  as  a  searing  criticism;  I  chose  to  take  it  as  a 
glorious  compliment.) 

That  is,  the  new  book  is  punchy  (I  hope),  practical  (I 
hope),  action  oriented  (I  hope),  and  everything  is  linked 
to  everything  else  among  the  400  or  so  ideas.  In  Web 
worldism,  then,  it's  made  for  hot  links  (go  from  one  idea  to 
various  related  databases  in  and  out  of  my  site).  It  can  be 
read  in  little  bits  (Web-site  user  attention  spans  give  new 
meaning  to  the  word  "flit").  And  each  of  the  400  ideas  can 
be  turned  into  its  own.  interactive  chat/commentary/ 
exchange/micro-Web  site. 

Hence  the  decision  Donna  Carpenter  and  I  precipitously 
made  that  day  over  the  phone  (and  subsequently  ...very  sub- 
sequently ...  passed  on  to  my  book  publisher):  to  launch  the 
new  "book"  on  the  Web  and  worry  about  paper  later.  (Ten 
months  later?  I  do  have  a  bet  with  a  friend  in  the  paper- 
type-book  industry  that  "Web  first"  will  actually  increase 
book  sales  above  what  my  publisher  expected.  I  think  it's 
a  no-brainer.) 

The  next  60  days  literally  flew  by.  We  met  with  maga- 
zine designers — and  more  magazine  (continued  on  page  118) 
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IF  THEY  EVER   BUILD  AN  AUTDBAHN 
STATESIDE,  YOU'LL   BE  READY. 


Most  likely,  they  won't. 
But  in  the  new  Pontiac® 
Bonneville^  SLE,  you  will  be 
prepared.  Feel  a  connection  to 
the  road  that  formerly  only 
came  with  higher-priced, 
European  performance  sedans. 

Bonneville's  205-horsepower 
engine,  more  horsepower  than 
a  BMW  525i,  inspires  a  powerful 
feeling  of  dynamic  authority 
over  the  road.  Speed-sensitive 


steering  and  a  fully  independent 
sport-tuned  suspension  support 
your  position  of  power. 
Flash  your  lights  to  pass,  and 
understand  what  it  means 
to  own  a  lane  in  a  car  that 
anticipates  your  instincts.  But 
fully  realizing  the  performance 
is  only  part  of  the  experience. 
Add  a  design  this  sophisticated 
for  thousands  less,  and  no 
translation  is  necessary. 


The  new  Bonneville  SLE. 
For  more  information, 
please  call  1-800-2PONTIAC 
or  check  out  our  site 
on  the  World  Wide  Web  at 
http://www.  pontiac.com . 

PONTIAC  CARES  with  a  3-year/36,000-mile  no-deductible 
bumper-tobumper  limited  warranty,  plus  free  24-hour  Roadside 
Assistance  and  Courtesy  Transportation.  See  your  dealer  for  details 
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to  greatness. 


Treat  downsizing  as  an  end  in  itself  and  it  probably 
will  be.  Aside  from  the  negative  effect  it  has  on  company 
morale,  recent  research  has  shown  that,  over  the  long  term, 
most  companies  who  downsize  to  increase  shareholder 
value  are  unsuccessful  in  their  quest. 

At  Mercer  Management  Consulting,  we  believe  in  a  very 
different  kind  of  strategy.  It's  called  growth.  Call  us  radical, 
but  the  plain  fact  is  that  shrinking  without  a  plan  for 
growth  is  like  training  hard  and  never  running  the  race. 
Growth  generates  positive  momentum  and  creates  a 
renewed  sense  of  purpose. 


BOSTON  CHICAGO   HONGKONG  LONDON   MADRID   MONTREAL  MUNICH 


Mercer  is  dedicated  to  helping  companies  create  and 
implement  realistic  strategies  for  profitable  growth.  An 
approach  which  is  not  only  much  more  motivational  than 
shrinking,  but  is  also  proven  to  offer  the  highest  leverage  in 
creating  shareholder  value.  To  receive  Mercer's  commentary, 
Pathways  to  Growth,  or  to  see  the  proof,  call  Rob  Duboff, 
Director,  at  (617)  674-3355. 

MERCER 

Management  Consulting 

BASED  ON  REALITY 

NEW  YORK  PARIS  SAN  FRANCISCO  TORONTO  WASHINGTON  D  C  ZURICH 


O  1996  Mercer  Management  Consulting 


PRAXAIR 


into  0 


these  an 


industries 


and  nitrogen 


other  basic 


Extra  oxygen  injected  into  an  electric  arc 
furnace  converts  potential  carbon  monoxide 
emissions  into  extra  energy  instead. 


prosper  in  a 


is  mercilessly  competitive 
uncompromising  and  Oh  Yes 
them:  We're  now  a  $4  billion 


i 


Making  our  planet 


For  more  information  please  call  1-  800-PRAXAIR  e-mail:  info  @  praxair.com 


MCKS  AIR 


and  argon 


?  and  using 


molecules  Praxair  is  helping 
new  global  marketplace  which 


Nitrogen-inert ed  process  for  soldering 
circuit  boards  reduces  defects,  cuts  costs, 
eliminates  use  of  chlorofluorocarbons. 


ecologically 
is  prospering  with 


rowing. 


homes 


APRIL  22, 1996  •  VOLUME  157  •  NUMBER  8 

FORBES  ONLINE  IS  AN  ELECTRONIC 

EDITION  OF  FORBES  AVAILABLE  ON  COMPUSERVE. 

TO  ACCESS:  GO  FORBES 


ON  THE  COVER 

182  Corruption,  inefficient  government,  political 
chaos:  Italy's  a  mess.  Actually  the  place  is  booming. 

By  Paul  Klebmkovand  Richard  C.  Morais 


44  Internet  radio:  Who 
needs  a  broadcast  license? 

By  R.  Lee  Sullivan 

49  Sports  Authority: 
category  killer. 

Bv  Esther  Wachs  Book 


MANAGEMENT, 
STRATEGIES,  TRENDS 

42  Algae  frappe, 
anyone? 

By  Damon  Darlin 
with  Josephine  Lee 


230  Where's  the 
money?  Where 
are  the  jobs? 


THE  SOOs 

230  Introduction 
236  The  Forbes  Sales  500 
248  The  Forbes  Profits  500 
260  The  Forbes  Assets  500 
270  The  Forbes  Market  Value  500 
278  The  Forbes  500s— Jobs  And  ProductifflpPP) 
300  Ranking  The  Forbes  500s 
334  The  Forbes  500s  On  Wall  Street 
376  Where  To  Find  The  Forbes  500s 
Cover  photo  by  Guglielmo  de'  Micheli 


56  Hollywood: 
the  neighborhood. 


118  Hollywood: 
the  industry. 


56  Who  turned  Holly- 
wood into  a  dump? 

By  Seth  Lubove 

70  Charles  Schwab  and 
the  retiring  boomers. 

By  Tim  W.  Ferguson 

82  Frontier:  one-stop 
telecom  shopping. 

By  John  R.  Hayes 

92  SBC  discovers 
competition. 

By  Christopher  Palmen 

98  Up  &  Comers:  Black 
Entertainment  Television. 

By  Caroline  Waxier 

100  Up  &  Comers: 
Physician  Computer 
Network's  resuscitation. 

By  John  R.  Hayes 


102  Starting  Your  Own 
Business:  Flower  children 
make  good. 

By  Damon  Darlin 

112  Limoges  china  and 
Kermit  the  Frog. 

By  Nancy  Rotenier 

118  Media  hype  and  the 
entertainment  industry. 

By  Lisa  Gubernick 
with  Natasha  Bacigalupo 

147  Bob  Maheu:  How- 
ard Hughes'  right-hand 
man  has  the  last  laugh. 

By  Seth  Lubove 

148  Burley  Design 
Cooperative:  Socialism 
meets  bottom  line. 

By  Jerry  Flint 

154  Mail-order  wine: 
It's  a  felony. 

By  Tim  W.  Ferguson 
with  James  Samuelson 

158  Niagara  Mohawk: 
Pols  wreck  a  company. 

By  Toni  Mack 

198  Faces  Behind 
The  Figures 

Philip  Quartararo,  Virgin 
Records  America;  Michael 
Lorelli,  Tambrands. 

202  Marketing:  Day 
Runners  for  kids.9 

By  Maria  Matzer 


Forbes  ■  April  22,  1996 


229  Hollywood 
the  threat  from 
cheap  imports. 


229  Cheap  import  from 
Hong  Kong:  feature  films. 

By  Andrew  Tanzer 

LAW  AND  ISSUES 

45  The  law  school 
monopoly  breaks  down. 

By  Janet  Novack 

65  As  I  See  It 
Robert  Heilbroner 

By  Dana  Wechsler  Linden 

129  On  The  Docket 
Lawyers  taken  to  court. 

By  Susan  Adams 

156  The  devalued 
college  diploma. 

By  Peter  Brimelow 

176  Indian  casino  gets 
a  taste  of  competition. 

By  Howard  Rudnitsky 

INTERNATIONAL 

48  Thailand,  hot  car 
market? 

By  Dyan  Machan 

165  Daimler-Benz: 
Restructuring  is  tough 
in  Germany. 

By  Howard  Banks 

COMPUTERS/ 

COMMUNICATIONS, 

TECHNOLOGY 

204  Digitizing  dentist. 

By  Robert  La  Franco 


209  Chip  distributors 
do  everything  but 
walk  your  dog. 

By  Nikhil  Hutheesing 

212  Interactive  Media 
CD-ROM  letdown. 

By  Nikhil  Hutheesing 

214  The  Software 
Horizon 

By  Joseph  R.  Garber 

216  Insights 

By  Peter  Huber 

219  Staying  Healthy 
Hospital  robbery. 

By  Julie  Androshick 

DEPARTMENTS 

10  Side  Lines 

12  Follow-Through 

18  The  Informer 

20  Readers  Say 

23  Fact  and  Comment 

28  Other  Comments 

33  Commentary 

37  Transparent  Eyeball 

38  Forbes  Index 

451  Flashbacks 

452  Thoughts 

Editorial  index  is  on  page  6 


MONEY  &  INVESTMENTS 


422  He  likes  to  gamble. 
He  wins. 


420  The  Money  Men 
Buying  busted 
preferreds. 

By  Riva  Atlas 

422  The  Funds 
Richard  Strong  aims 
for  the  fences. 

By  David  S.  Fondiller 


PERSONAL  AFFAIRS 

440  Want  to  climb  a 
mountain  without  using 
ropes?  Try  Kilimanjaro. 

By  James  M.  Clash 

446  Collectors 
Auction  houses  and  the 
wine  snob  trade. 

By  Doris  Athineos 


432  Streetwalker 

AnnTaylor;  Zacks  Invest- 
ment; Hills  Stores;  Allstate; 
Granite  Construction. 

429  The  Forbes/Barra 
Wall  Street  Review 

430  Dividends 
Review 

COLUMNISTS 

47  Observations 

Thomas  Sowell 

131  Business  Strategy 

John  Rutledge 

145  Point  Of  View 

Steve  H.  Hanke 

434  Stock  Trends 
Laszlo  Birinyi  Jr. 

435  Wall  Street 
Irregular 

Mark  Hulbert 

436  Market  Trends 

Martin  Sosnoff 

438  Portfolio  Strategy 

Kenneth  L.  Fisher 

439  Financial  Strategy 

A.  Gary  Shilling 


440  There's  room 
at  the  top. 


April  22,  1996  •  Volume  157  •  Number  8 

FORBES  ( ISSN  0015  6914)  is  published  biweekly  except  weekly  during  two  weeks  in  October  b\  Forbes  Inc., 
60  Fifth  Ave,  New  York,  N.Y.  1001 1 .  Second-class  postage  paid  at  New  York,  N.Y.  and  at  additional  mailing 
offices.  International  Publications  Mail  Agreement  No.  451029. 

GST  #  12576  9513  RT.  P( )STMASTFR:  Send  address  changes  to  Forbes  Subscriber  Service,  P.O.  Box  37162, 
Boone,  IA  50037-0 162.  Copyright  ©  1996  Forbes  Inc.  Title  is  protected  through  a  trademark  registration  in  the 
U.S.  Patent  Office.  Subscription  rate:  S57  a  year. 


Forbes  ■  April  22,  1996 


COMPANIES  AN  II  NAMtS  IN  IMS  ISSUt 


Fbrbes 


EACH  REFERENCE 
IS  TO  THE  FIRST 
PAGE  OF  THE 
STORY  IN  WHICH 
THE  COMPANY  OR 
NAME  APPEARS. 


Acacia  Research,  432 
Adrian  Day's  Investment 

Analyst,  435 
Aerospatiale,  165 
Agnelli,  Giovanni,  182 
Agrium,  420 
Air  France,  440 
Airbus  Industrie,  165 
ALC  Communications,  82 
All  American  Communications,  118 
Allstate,  236,  432 
Altera,  209 

American  Greetings,  248 
American  Home  Products,  435 
American  Student  List,  37 
American  Telco,  92 
AMR,  20,  270 
Anderson  Kill  Olick  & 

Oshinsky,  219 
Andreotti,  Giulio,  182 
AnnTaylor,  432 
Antonini,  Joseph,  49 
Apple  Computer,  204 
Arrow  Electronics,  209 
Ascend  Communications,  209 
Asea  Brown  Boveri,  165 
Ashenfelter,  Orley,  446 
Asian  American  Association,  102 
Asian  Business  Co-op,  102 
AT&T,  44,  82,  92,  260,  436 
AudioNet,  44 

Automotive  Resources  Asia,  48 
Aviation  Industries,  165 
Avnet,  209 


Balch,  Stephen,  156 

Banc  One,  434 

Bank  of  Boston,  129 

Barry,  Marion,  98 

Bausch  &  Lomb,  270 

Baxter  International,  236 

Bay  Networks,  436 

Bear  Stearns,  176 

Beizer,  Mordechai,  204 

Bell  Atlantic,  434 

Bell  Atlantic  Nynex  Mobile,  82 

Benetton,  182 

Benson,  Robert  C,  20 


Berctta,  182 

Beretta,  Gussalli  Ugo,  182 
Bergagnin,  Giovanni,  182 
Berkshire  Hathaway,  18,  145 
Berlusconi,  Silvio,  118,  182 
Bernardaud,  112 
Bernardaud,  Michel,  112' 
Sanford  C.  Bernstein,  70 
BET,  98 

Bianco,  Ronald,  202 
Biggs,  Barton,  436 
Bittner,  Ronald,  82 

William  Blair,  202 
Blockbuster  (Viacom),  98 
Bloomingdale's  (Federated 
Department  Stores),  112 
BMW,  165 
Boeing,  118,  165 
Bombardier,  165 
Boston  Scientific,  270 
Bourne,  Scott,  44 
Bradlees,  38 
Bradley,  Tom,  56 
Braxton  Associates,  92 
Brennan,  Thomas,  45 
British  Aerospace,  165 
British  Airways,  440 
Broderbund,  212 
Broeske,  Pat  H.,  147 
Brown,  Mickey,  176 
Brown,  Peter  Harry,  147 
Buffett,  Warren,  18,  435 
Bugatti,  Ottorino,  182 
Burley  Design  Cooperative,  148 
Bush,  George  W.,  154 
Butterfield  &  Butterfield,  446 
Byrd,  Mike,  118 


C&F  Foods,  42 

Calderon,  Javier  Garza,  16 

Cambridge  University  Press,  65 

Canon,  229 

Cardwell,  Carlee,  42 

Cartiere,  Rich,  154 

Cass,  Ronald,  45 

Castro,  Fidel,  16 

CBS,  118 

Chan,  Jackie,  229 

Chan,  Willie,  229 

Chanos,  James,  12 

Chase  Manhattan,  204,  334 

Chemical  Banking,  334 

Chevron,  430 

Chiles,  Lawton,  154 

Chris-Craft  Industries,  118 

Christie's,  446 

Chrysler,  18,48,  236 

Chubb,  435 

Citicorp,  56 

Citizens  Telecom,  82 

Citroen  (Peugeot),  48 

Liz  Claiborne,  182,  432 

Clavien,  Pierre  A.,  20 

Climan,  Sandy,  118 

Clinton,  Bill,  23,  33,  438 

CMS  Energy,  429 


Coastcast,  429 

Coca-Cola,  98,  270,  434 

Colgate-Palmblive,198 

Collins,  Nancy,  219 

Comcast,  236 

Compaq  Computer,  436 

CompuServe  (H&R  Block),  11* 

Computer  Associates,  432 

Computron  Software,  204 

Con  Ed,  204 

Conseco,  435 

Corning,  158 

Cowen,  118 

Craig,  420 

Craxi,  Bettino,  182 

Creps,  Bruce,  148 

Crowne  Ventures,  147 

Cuban,  Mark,  44 

Cummins  Engine,  270 

■MB  D 

Daewoo,  48 
Daimler-Benz,  165 
Dassault,  165 
Dataquest,  212 
Davis  &  Co.  Wine 
Auctioneers,  446 
Davis,  William,  1 58 
Day  Runner,  202 
Day,  Adrian,  435 
Day-Timer,  202 
Dean  Witter,  Discover,  70 
DEC,  270,  432,  436 
Del  Vecchio,  Leonardo,  182 
Dell  Computer,  436 
Delmarva  Power  &  Light,  248 
Delphi  Consulting,  204 
Deutsche  Morgan  Grenfell,  38 
DHI,  102 
Dial,  147 

Dkkstein  Partners,  432 
DirecTV,  98 
Walt  Disney, 

38,  98,  112,  118,  202,229 
Diversified  Healthcare 

Information,  219 
Doke,  Timothy  J.,  20 
Dole,  Robert,  23,  438 
Donaldson,  Lufkin  &  Jenrette 

(Equitable),  176 
DreamWorks  SKG,  12 
Du  Pont,  118 
Duff  &  Phelps,  12,  49 
Dunne,  Michael,  48 


Eastern  Chemical,  438 
Eastman  Kodak,  230 
Heilbroner,  Robert,  65 
Edelman  &  Combs,  129 
Educational  Development,  435 
Egghead,  204 
Electronic  Arts,  2 1 2 
EMI,  198 

Emmepi  Eyewear,  182 
Empire  Blue  Cross  & 
Blue  Shield,  204 


Encore,  98 
Enel,  182 
ENI,  182 

Enrico,  Roger,  198 

Equifax,  100 
Etecsa,  16 

Ethiopian  Online  Radio,  44 
Ezell  &  Sharbrough,  129 


Family  Channel,  98 

Family  Management  Services,  219 

Fannie  Mae,  260,  434 

Faura,  Luis,  42 

Feiner,  Paul,  20 

Fiat,  182 

Fidelity  Investments  (FMR),  70 

FileNet,  12,  204 

First  Interstate,  334 

First  Union,  434 

Fischer,  Scott,  440 

Ford,  48,  236,  248,  260 

Forstmann  Little,  12 

Foxwoods  Resort  &  Casino,  176 

Franklin  Quest,  202 

Freeman,  147 

Freeman,  James,  202 

Frontier,  82 

E&J  Gallo  Winery,  42 


Gap,  435 

Garin,  Michael,  118 
Garon,  Jay,  19 
Garrett,  Helen,  219 
Garrett,  Thomas,  219 

Gartner,  435 
GE,  248,  270 

Geographic  Expeditions,  440 
Get  Juiced,  42 
Gibbons,  Sam,  438 
Giga  Information,  204 
Gillette,  37,  434 
Gingrich,  Newt,  23,  154 
Glaxo  Wellcome,  100 
GM,  48,  118,236,248 
Goldberg,  Jackie,  56 
Golden  Harvest,  229 
Goldman,  Sachs,  70 
Gordon,  Bing,  212 
Gordon,  Ed,  98 
Granite  Construction,  433 
Green,  Henry,  100 
Gregoire,  Christine,  24 
Grisham,  John,  19 
Grove,  Andrew,  10 
Grupo  Domos,  16 
GT  Interactive,  212 
GTE,  434 


HBO  &  Co.,  230 
HBO  (Time  Warner),  98 
Hearst,  212 

Henriksen,  Ronald,  92 

Jim  Henson  Productions,  112 
Hewlett-Packard,  270,  436 


Subscriptions:  U.S.A.  one  year  (27  issues)  $57.  Canada,  one  year,  $98  Canadian  funds  (includes  GST).  All  others  $128,  U.S.  funds.  Air  Mail  rates  available 
upon  request.  Forbes  Subscriber  Service:  To  order,  change  address  or  other  customer  service,  call  1-800-888-9896  or  write  Forbes  Subscriber  Service, 

P.O.  Box  37162,  Boone,  IA  50037-0162. 

Forbes  is  indexed  in  major  periodical  indexes  and  can  be  located  in  bound  copy  or  microform  in  major  libraries.  The  full  text  is  available  electronically  on 
major  database  systems. 

Where  necessary,  permission  is  granted  by  the  copyright  owner  for  those  registered  with  the  Copyright  Clearance  Center  (CCC),  27  Congress  St.  Salem,  MA 
01970  to  photocopy  articles  owned  by  Forbes  for  a  flat  fee  of  $1.50  per  copy  per  article.  Send  payment  to  the  CCC  stating  the  ISSN  (0015  6914),  volume 
amd  first  and  last  page  number  of  each  article  copied.  Copying  for  other  than  personal  use  or  internal  reference,  or  of  articles  or  columns  not  owned  by  Forbes 
without  express  permission  of  Forbes  or  t  he  copyright  owner  is  expressly  prohibited. 

Forbes  does  not  supply  back  issues.  To  order  reprints:  call  (212)  620-2220  or  fax  (212)  206-5118  (minimum  order  500); 
to  request  permission  to  republish  an  article  call  (212)  620-2121  or  fax  (212)  206-5118.  Reprints  reproduced  by  others  are  not  authorized. 


6 


Forbes  ■  April  22,  1996 


Lasffear,We  Served 
7  Million  More  PeopleThan 
Any  Other  Airline. 

Maybe  It  Has 
Something!©  Do  With  How 
We  Served  Ihem. 


At  Delta,  we  didn't  set  out  to  be  the  biggest  airline  in  the  world.  Just  the 
best.  That  means  having  service  second  to  none.  A  convenient  schedule  with  more 
flights  to  more  cities  every  day.  And  a  SkyMiles'"  program 
that  offers  you  the  world. 

As  a  result,  we  fly  more  business  travelers 
today  than  any  other  airline.  And  the  people 
who  fly  the  most,  think  we're  the  best. 

And  we're  determined  to  make  sure 
they  always  do.  With  the  kind  of  service  that 
shows  why  nearly  a  quarter  million  travelers 
worldwide,  today  and  every 
day,  choose  Delta. 


Annual  Passengers  Flown 
 (In  Millions)  

Delta  Air  Lines  86.9 

American  Airlines  79.6 

United  Airlines  78.8 

USAir  57.0 

Northwest  Airlines  49.4 

British  Airways  34.7 


Delta's  1995  Service  Awards 

J.D.  Power  and  Associates 
Business  Traveler  Satisfaction 

Best  Domestic  Short-Haul  Carrier 
Best  Domestic  Long-Haul  Carrier 

Robb  Report 

Best  Airline  (4th  year  in  a  row) 

Business  Traveler  International 

Top  U.S.  Carrier 

Business  Traveler  International 

Best  Economy  Class 

USA  Today  (Int'l  Edition) 

Best  U.S.  Domestic  Airline 


A.Delta  Air  Lines 

You'll  love  the  way  we  fly' 


V 


Based  on  1995  passenger  boarding  statistics  reports  to  the  DOT.  British  Airways  passengers  based  on  most  recent  12-month  passenger  boarding  statistics  in  British  Airways  financial  reports. 
Business  flyers  statistic  based  on  findings  from  1994/95  PLOG  Travel-Trak  independent  research  conducted  for  the  use  of  all  airlines.  J.D.  Power  and  Associates  1995  Domestic  Frequent  Flyer 
Satisfaction  Study"  conducted  among  frequent  airline  travelers  who  completed  7,694  individual  flight  evaluations.  ©  1996  Delta  Air  Lines,  Inc. 
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If  you're  an  investor 
with  an  appetite  for 
aggressive  growth  funds, 
Janus  can  satisfy  your  craving. 
First,  the  new  news: 
_  Just  opened,  still  small 
(now's  the  time  for  investors  who  like  to 
get  in  early).  Second,  we've  reopened  Janus 
Twenty  Fund  to  new  investors  for  the  first 


Janus  Olympus  Fund. 


Can  we  talk  about  your 
aggressive  tendencies  for  just  a  minute? 


We've  got  your  numbers  right  here. 


Average  annual  total  returns  for  the  period  ended  12/31/95 

lYear   Life  of  Fund 
Janus  Enterprise  Fund    27.25%  24.569o 

(9/92) 

Janus  Mercury  Fund      33.0196  25.8596 

(5/93) 

Janus  Twenty  Fund        36.2296  15.5196 

 :   (4/85) 

1  •►  5  Year  17.7996,  10  Year  15.0796 


time  in  three  years.  Third  and  fourth,  Janus 
Mercury  Fund  and  Janus  Enterprise  Fund: 
they've  both  rewarded  their  investors  with 
impressive  returns  [see  numbers  at  left]. 

Four  no-load  funds  aimed  at  aggressive 
growth,  although  specific  objectives  and  port- 
folios vary.  A  quick  call  will  put  the  details 
in  your  hands  within  days. 

We  wouldn't  dare  keep  you  waiting. 


Start.  To  think  big. 


Gall  1-800-525-8983  ext.  411 


Call  or  send  for  a  prospectus  containing  more  complete  information,  including 
expenses.  Aggressive  growth  objectives  may  lead  to  greater  price  volatility. 
Please  read  all  the  materials  carefully  before  you  invest  or  send  money. 
Write  to  Janus  Funds,  RO.  Box  173375,  Denver,  CO  80217-3375. 
Or  visit  our  Web  site  at  http://networth.galt.com/janus. 

Past  performance  does  not  guarantee  future  results.  Your  return  and  principal  value 
will  vary,  and  shares  may  be  worth  more  or  less  at  redemption  than  at  purchase. 
Funds  distributed  by  Janus  Distributors,  Inc.  Member  NASD. 
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If  it  ain't  true,  don't  believe  it 

THERE'S  an  old  SAYING:  It  isn't  what  you  don't  know  that's  danger- 
ous, but  what  you  do  know  that  isn't  true.  We  see  this  every  day  in  the 
news  and  comment  about  cutbacks  and  restructurings.  They  tell  us 
big  business  heartlessly  sheds  workers  while  profits  and  stock  prices 
soar;  we  need  laws  to  protect  people  against  layoffs. 

That's  what  happens  when  the  media  "know"  something  that 
isn't  true.  Look  at  the  real  numbers.  Layoffs  notwithstanding,  the 
big  businesses  covered  in  this  500s  issue  increased  employment  by  a 
combined  240,000  over  last  year.  There  were  a  few  more  companies 
this  year  and  240,000  is  not  a  big  leap  in  a  universe  of  20  million,  but 


From  bottom  left: 
John  Chamberlain, 
Steve  Kichen, 
Julian  Brash,  Scott 
DeCarlo,  John 
Christy,  Don  Popp, 
Gustavo  Lombo, 
Ronald  Boone  Jr., 
Brian  Zajac,  Tina 
Russo  McCarthy, 
Eileen  Henderson, 
Cecily  Fluke, 
Robert  Sherwood 


it's  more  than  enough  to  cut  the  ground  from  under  the  prosperity  - 
at-the-expense-of-jobs  nonsense.  It's  a  simple  fact  that  big  compa- 
nies did  more  hiring  last  year  than  firing.  (As  usual,  it's  the  smaller 
companies  that  create  most  of  the  new  jobs. ) 

When  you  go  beyond  the  media  myths  and  look  at  the  numbers, 
you  see  an  obvious  truth:  Business  hires  when  it  is  profitable  to  do  so. 
Intel's  Andrew  Grove  didn't  add  8,000  people  to  his  payroll  last  year 
just  because  he  was  a  nice  guy.  He  and  scores  of  others  took  on  extra 
hands  because  business  was  good  and  profits  strong.  Note  that 
unemployment  here  is  under  6% — about  half  the  level  of  Western 
Europe,  where  they  have  all  those  laws  "protecting"  jobs. 

For  additional  myth-busting  about  jobs  and  prosperity,  read  Steve 
Hanke's  excellent  article  on  page  145. 

This  Annual  Directory  issue  contains  103  pages  of  sharp  and 
detailed  diagnosis  of  the  financial  health  of  American  big  business. 
Gathering,  checking  and  integrating  the  numbers  was  ably  done  by 
the  members  of  our  statistical  department  pictured  here. 

On  the  subject  of  myths,  Lisa  Gubernick  goes  after  the  common 
one  that  says  any  company  that  owns  entertainment  assets  deserves  a 
lofty  multiple  on  its  stock.  "Media  hype,"  page  118. 

When  we  informed  readers  that  Dr.  Thomas  Sowell's  column 
would  no  longer  appear  regularly  in  Forbes,  we  tempered  that 
disappointment  with  the  good  news  that  he  was  not  completely 
abandoning  his  fans.  Here  he  is,  on  page  47,  drawing  on  American 
history  for  a  timely  warning  to  the  so-called  religious  right. 


V — '  THiror 


Editor 
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Exactly  how  important  is  an  extra 


mile  an  hour?  Just  ask  any  bicycle 


racer.  That's  what  DuPont  inventor 


Mark  Hopkins  gave  racers  when  he 


created  a  bike  wheel  made  out  of 


DuPont  Kevlar"  and  advanced 


composites.  We  say  it's  strong, 


light  and  aerodynamic.  Racers  say 


it's  the  fastest  wheel  on  earth. 


This  man  can  make  bikes  fly. 


Visit  us  at  www.dupont.com 
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My  three  sons 

In  1994  William  Ziff  Jr.  told 
Forbes  about  plans  to  sell  his  Ziff 
Communications  publishing  empire. 
None  of  his  sons  had  any  interest  in 
running  the  Company,  and  Ziff  him- 
self wanted  to  kick  back  and  enjoy 
retirement  (Oct.  17,  1994).  Later  that 
year  the  young  Ziffs  sold  the  busi- 
nesses, including  the  crown  jewel, 
Ziff-Davis  Publishing,  to  Forstmann 
Little  for  $1.4  billion.  What  are  they 
doing  with  the  money? 

Dirk,  32,  Robert,  29,  and  Daniel, 
24,  have  plowed  the  proceeds  into 
Ziff  Brothers  Investments,  a  New 
York-based  investment  firm  Dirk 
founded  in  1992.  So  far,  the  firm's 


Robert  and  Dirk  Ziff 


Business  smarts  run  in  the  family. 

strategy  has  been  to  partner  with 
big-name  players,  allowing  outside 
managers  to  invest  the  Ziffs'  money 
while  keeping  a  10%  to  20%  cut  of 
the  profits  for  themselves.  Associates 
include  former  Kidder,  Peabody 
mortgage-bond  chief  Michael 
Vranos,  short-seller  James  Chanos 
and  Barry  Sternlicht,  who  runs  real 
estate  investment  firm  Starwood 
Capital  Group. 

Now  the  brothers  are  beefing  up 
talent  in  house.  Hires  include  former 
Goldman,  Sachs  equity  co-chief 
Daniel  Och  and  Geico's  former 
investment  head,  Lawrence  Pigeon. 
Associates  and  in-house  managers 
have  been  given  up  to  $300  million 
to  invest.  The  Ziffs  plan  to  spend 
another  $2  billion  buying  stock  and 
feeding  existing  partnerships. 
Investments  thus  far:  small  holdings 
in  entertainment  powerhouse 
DreamWorks  SKG  and  biotechnology 
firm  Sepracor  Inc. 

Dad  should  be  pleased. 

-Natasha  Bacigalupo 


Gas  pains 

It  looked  as  though  aggressive 
cost-cutting  had  Houston  gas  driller 
and  real  estate  developer  Mitchell 
Energy  &  Development  Corp.  poised 
to  prosper  last  fall  (Nov.  20,  1995). 
But  neither  Mitchell  nor  Wall  Street 
counted  on  the  $1  billion  (sales) 
company's  falling  victim  to  one  of 
those  wacky  Texas  jury  verdicts. 

In  February  a  jury  decided 
Mitchell's  gas  wells  were  to  blame 
for  a  sulfur  smell  in  the  tap  water  of 
eight  homes  near  Boyd,  Tex.  It 
awarded  the  residents  a  total  of 
$204  million.  If  Mitchell  fails  to 
settle  or  successfully  appeal,  it  could 
cost  the  company  20  cents  a  share, 
according  to  Duff  &  Phelps 
Investment  Research  analyst 
Thomas  Lewis.  There's  more:  29 
other  lawsuits  are  pending  in  the 
same  county  against  Mitchell.  All 
but  4  were  filed  before  a  Texas  tort 
reform  law  took  effect  in 
September.  The  first  of  these 
remaining  suits  go  to  trial  May  7. 

"This  is  another  example  of  why 
the  public  interest  required  massive 
tort  reform  in  Texas,"  fumes 
founder  George  Mitchell.  Until  the 
suits  are  resolved,  the  stock  isn't 
likely  to  budge  much  from  its  recent 
low  of  16%.  Absent  a  settlement, 
appeals  could  drag  on  for  a  couple 
of  years.  -R.  Lee  Sullivan 

Paper  profits 

We  liked  the  way  FileNet  Corp. 
had  transformed  itself  from  a  maker 
of  low-margin  hardware  for  creat- 
ing digitized  documents  to  a 
provider  of  document  imaging  soft- 
ware. Founder  Theodore  Smith  had 
big  dreams  for  the  Costa  Mesa, 
Calif,  outfit:  "This  had  to  be  a  big 
fish,"  he  said  (June  6,  1994). 

Thanks  to  a  steady  diet  of  acqui- 
sitions,' the  fish  is  getting  even  big- 
ger. The  company  has  spent  $180 
million  on  three  software  compa- 
nies to  round  out  its  product  line — 
all  without  taking  on  long-term 
debt.  Since  fiscal  1993  profits  have 
almost  doubled,  to  $15  million,  on 
sales  of  $215  million.  The  stock 
rocketed  155%,  to  67,  before  taking 
a  recent  hit  of  12V&,  mainly  because 
of  acquisition  charges. 

FileNet's  computer  system  auto- 
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GUCCI 

FOR  STORE  LOCATIONS  OR  MORE  INFORMATION,  CALL  I  -800-388-6785 


Believe  it  or  not,  there  are  places  on  this 
earth  where  work  can't  reach  you 
on  a  cellular  phone.  To  help  you  find  them, 
the  new  Lexus  LX  450  has  fult-time 
four-wheel  drive,  a  multi-valve,  high-torque 
engine  and  a  class-leading  ground 
earance*  And  to  assure  your  escape  is  a 


Trees 

do  not  fret  over  presentations 
or  meetings  or  sales  forecasts 
or  shareholders. 


And  who  among  us  couldn't 


comfortable  one,  it  also  has  an  automatic 
climate  control  system,  a  luxurious 
leather-trimmed  interior  and  multi-adjust- 
able power  front  seats.  Visit  your 

local  Lexus  dealer  dnd  take  a  test  drive. 

Because  who  among  us  couldn't 
to  learn  s<  nething  from  a  test  drive? 


m 


Living  in  Quality 


mates  back-office  tasks  for  compa- 
nies like  banks  and  insurance  firms. 
It  speeds  the  process  by  quickly  sep- 
arating standardized  forms  from 
"problem"  documents  that  clog 
paper  pipelines.  Eric  Upin,  a  tech- 
nology analyst  at  Robertson 
Stephens  &  Co.,  expects  earnings  to 
jump  1 38%  this  year,  to  $2  per  share. 

-Michael  Noer 


ELOUNDA  BEACH  HOTEL  &  VILLAS  721  00  Aghios  Nikolaos  -  Crete,  GREECE 
For  further  information  and  a  free  video  tape  call:0030-841  41412-3,  41812,  Fax:  0030-841  41373, 41375 
E-mail  address: elohotelfr<  compulink.gr.  Internet  site:  http://www.compulink.gr/eloundabeach 
Reservation  -  Toll  Free  Numbers  of  "The  Leading  Hotels  of  the  World"  USA  &  Canada:  (1-800)  223-6800,  France-Monaco:  05-90-84-44, 
Germany:  0130-852110,  Great  Britain  &  Northern  Ireland:  0800-181-123,  Italy:  1678-22005  &  Japan:  (81-3)  5210-5131 


PUT  YOUR  MIND  AT  EASE 


Never  could  you  do  so  much 
with  something  so  small. 
And  beautiful. 

An  Olympus  M 
Microcassette"  Recorder  1 
slips  out  of  your  pocket  k 
as  easily  as  a  pen.     Mr  Im 
yet  captures 
a  conference 


word  for  word. 
All  with  just  the  touch 
of  your  finger. 
So  consider  the  possibilities. 
At  home,  on  the  road 


or  where 
ht  may  str 


a  thought  may  strike. 

11  think  of 


lympus. 


Call  us  for  more  information  at  %Q0-622-63  '2.  Or  write  Olympus  America  Inc.  PO  Box  2}'  HCpkin:on  MACi"48 


Bad  connection 

After  Mexican  billionaire  Javier 
Garza  Calderon  bought  into  Cuba's 
telephone  system,  Forbes  called  him 
clever  (Sept.  11,  1995).  Taking  advan- 
tage of  the  U.S.  blockade,  his  Grupo 
Domos  grabbed  49%  of  Empresa  de 
Telecomunicaciones  de  Cuba  (Etecsa) 
in  return  for  $200  million  cash  and 


Mexican  billionaire  Javier  Garza  Calderon 
Keeping  Cuban  callers  on  hold. 


the  promise  of  $500  million  later. 
Fidel  Castro  and  former  Mexican 
President  Carlos  Salinas  toasted  the 
island's  flagship  foreign  investment  at 
a  bash  in  Havana. 

The  celebration  may  have  been  pre- 
mature. Garza  has  since  run  into 
money  troubles,  slowing  the  upgrade 
of  Cuba's  antiquated  network.  Last 
October  Grupo  Domos  missed  a 
$300  million  payment  to  the  Cubans. 
Garza  had  hoped  to  sell  24%  of  his 
Etecsa  stake  to  pay  what  he  owed,  but 
no  buyers  have  materialized. 

Fidel's  lackeys  are  rumored  to  be 
scouting  for  an  experienced  telecom- 
munications company  to  buy  out 
Garza's  stake.  But  unless  a  reliable 
partner  comes  forward  soon,  modern 
phone  service  in  Cuba  may  be  a  long 
way  off.         -Kerry  A.  Dolan  wm 
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FREE  REPORTS 
FROM  A  SELECT  GROUP  OF 
AMERICA'S  FASTEST-GROWING  COMPANIES 


The  exceptional  companies  listed  alphabetically  below  want  you  to  know  more  about  them.  Simply  complete  the 
attached  coupon  for  free  copies  of  their  annual  reports.  Nearly  every  actively  traded  company  was  screened,  using  data 
provided  by  Standard  &  Poor's  Compustat  Services,  to  determine  the  top  growth  companies  in  America  invited  to  appear. 

Invited  companies  ranged  in  size  from  a  few  giants  of  corporate  America  to  emerging  growth  companies  with  sales 
of  at  least  $5  million.  All  companies  were  screened  for  exceptional  long-term  sales  growth,  recent  growth  trends,  size 
and  stock  price  —  none  under  $2.00  per  share. 

Only  15%  of  all  companies  on  Compustat's  database  passed  these  tests  and  were  invited  to  make  this 
free  offer  of  investor  information.  Thirty-four  of  these  exceptional  companies  appear  below. 


1  ABT  Building  Products  Corporation 

mfg.  hardboard-based  &  plastic  building  prod. 

2.  The  AES  Corporation 

global  electric  power  company 

3  AGCO  Corporation 

worldwide  agricultural  equipment  manufacturer 

4  AMCOL  International  Corporation 

specialty  chemicals  &  minerals 

5.  American  Business  Information,  Inc. 

leading  business  information  provider 

6  Biogen,  Inc. 

biotechnology  /  human  pharmaceuticals 

7.  Boca  Research,  Inc. 

PC  enhancement /networking  products 

8  Business  Objects  S.A. 

client /server  decision  support  software 

9  Cable  Design  Technologies  Corp. 

advanced  electronic  and  fiber  optic  cables 

10.  Callaway  Golf  Company 

golf  club  designer  and  manufacturer 

11.  Cavalier  Homes,  Inc. 

manufactured  housing 

12.  CSS  Industries,  Inc. 

seasonal  consumer  /direct  mail  business  prod. 

13.  General  Communication,  Inc. 

telecommunications 

14.  Hudson  Foods,  Inc. 

poultry  / meat  processing 

15  IBEX  Corporation 

mfr.  fluid  handling  &  industrial  products 

16  IHOP  Corp. 

a  leading  family  restaurant  chain 

17.  ILC  Technology,  Inc. 

mfr.  specialty  lighting  &  related  equipment 


18  InterOigital  Communications  Corporation 

UltraPhone®  sales / research  &  development 

19  Jack  Henry  &  Associates,  Inc. 

computer  software  for  banks 

20  JW  Charles  Financial  Services,  Inc. 

investment  banking  &  brokerage  services 

21.  Kelly  Services,  Inc. 

global  provider  of  staffing  services 

22  Mercury  Air  Group,  Inc. 

aircraft  service 

23.  The  Money  Store  Inc. 

home  equity,  SBA.  student  and  auto  lending 

24.  Motorola,  Inc. 

wireless  communications  /  semiconductors 

25  Pride  Petroleum  Services,  Inc. 

international  workover  &  drilling  svcs. 

26.  Resource  Bancshares  Mortgage  Group,  Inc. 

mortgage  banking 

27.  Roberts  Pharmaceutical  Corporation 

pharmaceutical  development  and  sales 

28  Safeguard  Scientifics,  Inc. 

technology  management 

29.  Simpson  Manufacturing  Co. 

construction  &  home  improvement  products 

30.  Southern  Energy  Homes,  Inc. 

manufactured  housing 

31  3D  Systems 

rapid  prototyping  products  &  service 

32.  Trans-Lux  Corporation 

electronic  displays  and  movie  theatres 

33  Transaction  Network  Services,  Inc. 

telecommunications  services 

34  Vishay  Intertechnology,  Inc. 

world  leader  in  resistors  and  capacitors 


Please  circle  below  the  number  assigned  to  each  company  listed  on  this  page  whose  report  you  would  like  to  receive. 
Your  request  will  be  forwarded  to  each  company  and  information  mailed  promptly.   Deadline  for  response  7/6/96. 

1  -  2  ■  3  -  4  -  5  -  6  -  7  ■  8  ■  9  - 10  - 11  - 12  - 13  - 14  - 15  - 16  - 17  ■  18  - 19  •  20  ■  21  -  22  -  23  •  24  -  25  -  26  -  27  -  28  -  29  -  30  -  31  -  32  ■  33  -  34 

I  am  a  (circle  one): 

Name  &  Title  .  


Company 
Street 


City,  State,  Zip„ 


l|    Return  Coupon  to:  NCS,  7995  E.  HAMPDEN  AVE.,  SUITE  205,  DENVER,  CO  80231 


A.  Private  Investor 

B.  Stockbroker 

C.  Securities  Sales  Mgr, 

D.  Security  Analyst 

E.  Portfolio  Manager 

F.  Investment  Club 

G.  Cert.  Finc'l.  Planner 

H.  Other 


996  National  Corporate  Services,  Inc.  National  Corporate  Services"11  is  the  originator  and  sponsor  of  the  Fastest-Gr 
and  is  not  affiliated  with,  or  sponsored  by,  Forbes  or  Standard  &  Poor's  Compustat  Sen 


FOR  ALL  THE  INVESTOR  INFORMATION  ON  THE  INTERNET,  GO  TO  http://www.natcorp.com/ir 
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If  you  got  it, 
flaunt  it 

That  HOUSE  in  Gstaad  with  the 
Learjet  perched  on  the  private  tarmac 
in  the  backyard  is  no  longer  the  ulti- 
mate status  symbol.  Now  it's:  How 
many  bodyguards  do  you  have?  Re- 
cently seen  in  Sun  Valley's  ultraswank 
BBC  Cafe:  Donald  and  Maria  Trump 
with  their  lone  bodyguard,  watching 
Madonna  march  past  flanked  by 
two  musclemen.  But  coffeehouse 
honors  went  to  Ronald  Perelman, 
who  arrived  with  four.  A  rather  im- 
portant but  bodyguard-deprived 
bank  chairman  was  heard  to  say  while 
observing  the  scene:  "So  this  is  the 
new  way  of  saying,  'Hey,  I'm  impor- 
tant. Look  at  me.'  " 

In  Rubin  we  trust 


feiting  C-notes,  thus  cutting  into 
the  Treasury's  take  and  making  Rus- 
sians a  bit  less  willing  to  give  Uncle 
Sam  those  free  loans.  In  response,  the 
Treasury  people  have  come  up  with 
new  $100  bills  with  script  virtually 
impossible  to  counterfeit.  Treasury 
Secretary  Robert  Rubin  is  now  pitch- 
ing the  new  bills  to  Russians 
through  a  $1  million  TV  campaign 
airing  all  over  Russia.  The  exposure 
ought  to  come  in  handy  if  Rubin  goes 
back  to  Wall  Street  and  tries  to  ped- 
dle securities  in  Russia. 

Poor  Warren's  almanac 

s  Cynical  Wall  Streeters  know 

> 

*  that  companies  are  often  put  on  the 
I  market  or  taken  public  when  the 
p  owners  know  they  have  peaked.  War- 
S  ren  Buffett  puts  a  new  twist  on  it  in 
3  his  annual  report  letter  sent  to  Berk- 
p  shire  Hathaway  shareholders  last 
1  month.  Buffett  illustrates  his  point 
with  an  anecdote:  A  man  says  to  a 


U.S.  Treasury  Secretary  Robert  Rubin 
Pitching  the  new  C-notes  to  Russia. 


Thk  Russians  have  complete  trust 
in  the  full  faith  and  credit  of  the  U.S. 
Treasury— at  least  in  comparison 
with  their  own  wallpaper.  Thus  a  slew 
of  $100  bills  circulate  in  Russia. 
This  is  good  for  the  battered  green- 
back, and  is  the  equivalent  for  the 
U.S.  government  of  borrowing  mon- 
ey at  0%.  But  lately  the  Russian  ma- 
fia has  gotten  very  good  ar  counter- 


Hey,  man, 
where's  my  check? 

THE  1960s  "protest"  movement 
sneered  at  corporate  America  and  the 
establishment  sneered  back.  But 
now,  30-some  years  on,  the  longhairs 
and  the  suits  are  embracing.  Last 
month  Nomura  Securities'  real  estate 
division,  headed  by  financial  whiz 
kid  Ethan  Penner,  invited  850  real 
estate  power  hitters  to  its  annual 
industry  gathering.  Entertainment 
was  supplied  by  oldtime  rockers 
Bob  Dylan,  Crosby  Stills  Nash  & 
Young  and  Rod  Stewart.  No  mud- 
soaked  Woodstock  this  time,  but  the 
posh  Arizona  Biltmore.  Still,  image- 
is  image.  While  Bob  Dylan  happily 
cashed  his  check,  his  Hacks  wouldn't 
even  admit  that  he  was  there. 

-Robert  La  Franco 


veterinarian,  "Can  you  help  me? 
Sometimes  my  horse  w  alks  just  fine, 
and  sometimes  he  limps."  Replies  the 
vet:  "No  problem.  When  he's  walk- 
ing fine,  sell  him." 


Oops! 


Chrysler's  64-year-old  president, 
Bob  Lutz,  has  always  liked  to  live  life 
in  the  fast  lane.  He  owns  15  cars  and 
trucks  and  5  motorcycles,  but  the  for- 
mer Marine  pilot's  prize  possession 
is  a  600mph  Czech-built  Aero  L-39 
Albatros  jet  fighter,  which  he 
bought  for  $200,000  about  a  year 
ago.  Returning  from  a  sortie  last 
month,  he  suffered  what  he  terms 
"cockpit  distraction."  He  forgot  to 
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lower  his  landing  gear.  He  escaped 
unhurt,  but  the  Albatros  got 
banged  up  a  bit.  It  was  Lutz's  second 
crash  in  five  years. 

Truth  stranger 
than  fiction.5 

Lawyer- turned-pop-scribe  John 
Grisham  ( The  Firm,  The  Client,  The 
Pelican  Brief)  is  suing  the  estate  of 
his  late  agent,  claiming  that  Jay  Garon 
secretly  scammed  him  for  years. 
Court  papers  filed  in  Oxford,  Miss, 
didn't  say  how  much  money  was 
gleaned,  but  it  could  have  been  plen- 
ty: Forbes  estimated  that  Grisham 
(ranked  34th  on  the  top  40  entertain 
ers  list)  raked  in  $29  million  in 
1994-95.  The  writer  accused  Garon 
of  funneling  funds  to  a  lawyer  hired 
at  Garon's  suggestion.  Garon,  Grish- 
am's  only  agent  and  his  close  confi- 
dant, died  this  past  summer  from  a 
heart  attack. 


John  Grisham,  lawyer-turned-scribe 
A  taste  of  his  own  medicine. 
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Great  on  the  rocks. 


readers@forbes.com 


Wanted: 

Organs,  slightly  used 

Sir:  I  found  your  article  "Why  peo- 
ple die  waiting  for  transplants"  (Mar. 
11)  the  literary  equivalent  of  a  drive- 
by  shooting.  The  writer's  literary 
impulses  would  have  been  better  sat- 
isfied by  signing  a  donor  card. 
-Mike  Rosson,  R.N. 
Southern  California  Organ 

Procurement  Center 
San  Bernardino,  Calif. 

Sir:  Fairly  allocating  a  scant  supply 
of  organs  to  thousands  of  patients  is 
a  complex  process  that  is  constantly 
evolving.  The  United  Network  for 
Organ  Sharing  is  grappling  with  a 
very  slow  increase  in  organ  donors 
and — thanks  to  continued  scientific 
advancements — a  rapidly  growing 
list  of  patients  waiting.  As  the  organ 
scarcity  intensifies,  prioritizing 
patients  becomes  more  difficult. 
The  only  way  out  of  this  distress  is  to 
double  or  triple  the  number  of 
donors,  avoiding  current  wastage. 
-Bruce  A.  Lucas,  M.D. 
President 

United  Network  for  Organ  Sharing 
Richmond,  Va. 

Sir:  Time  is  of  critical  value  when 
transplanting  any  organ.  Shipping 
organs  across  the  country  may  help 
the  sickest  patients,  but  increased 
"cold  time"  on  the  organ  may  not 
benefit  that  recipient  in  the  long 
run.  With  the  exception  of  kidneys, 
an  organ  procurement  agency  will 
attempt  to  use  all  organs  recovered 
in  a  local  area  before  exporting  them 
to  a  faraway  transplant  center. 
-Chris  R.  Wingard,  RN. 
Carolina  LifeCare 
Winston-Salem,  N.C. 

\  •w&S'   —  

Organ  donor  card 

In  death,  the  gift  of  life. 


Sir:  You  state:  "At  Duke  University 
Medical  Center,  fewer  than  40%  of 
the  liver  recipients  lived  one  year." 
In  reality  fewer  than  40%  died. 
-Pierre  A.  Clavien,  M.D. 
Director 

Liver  Transplant  Program 
Duke  University  Medical  Center 
Durham,  N.C. 

A  collective  notion? 

Sir:  Re  "Sabre-rattling"  (Street- 
walker, Mar.  25).  The  notion  that 
what  may  or  may  not  happen  with 
the  Sabre  Group  is  related  to  pilot 
negotiations  is  preposterous.  It 
sounds  like  the  union  planted  that 
notion.  Also,  the  Sabre  Group  is  a 
whole  lot  more  than  a  "ticket  reser- 
vation system,"  and  analyst  Samuel 
Buttrick  seems  to  be  in  the  minority 
in  valuing  its  impact  on  AMR's  stock. 
-Timothy  J.  Doke 
Corporate  Communications 
American  Airlines 
Dallas,  Tex. 

Micro  MVT 

Sir:  Re  "The  new  mantra:  MVT" 
(Mar.  11).  You  have  done  industry 
a  great  service  by  calling  the  bene- 
fits of  experimental  design  to  the 
attention  of  business  management. 
It  should  be  noted,  however,  that 
advances  in  the  capability  of  PCs 
have  made  the  specifics  of  the 
methodology  obsolete.  With  a  PC 
and  appropriate  software  it  is  often 
possible  to  find  much  of  the  need- 
ed answer  by  analysis  of  the  data  on 
hand,  and  if  further  experimenta- 
tion is  required,  to  identify  the  best 
next  experiment. 
-Charles  I.  Whitman 
Southport,  Conn. 

High-priced  private  H20 

Sir:  Re  "Socialized  water"  (Mar. 
11).  Not  all  public  water  is  more 
expensive  than  water  from  the  pri- 
vate sector.  In  Greenburgh,  N.Y., 
residents  are  served  by  two  water 
companies — one  private,  the  other 
public.  Those  served  by  the  govern- 
ment-run water  company  paid  $173 
a  year  on  average.  Those  served  by 
the  private  company  paid  $280.35 
for  the  same  amount  of  water. 


Private  companies  must  return  a  div- 
idend/profit   to    their  investors. 
They  must  also  pay  taxes. 
-Paul  Feiner 
Town  Supervisor 
Greenburgh,  N.Y. 

Bozos  built  the  Net! 

Sir:  Re  "Bozo  filters"  (Mar.  25).  By 
scorning  E-mail  that  ends  in  ".edu," 
you  mock  the  very  institutions  that 
are  the  source  of  Internet  technolo- 
gy. The  backbone  of  the  World  Wide 
Web  is  composed  of  university 
servers.  The  web  browsers  which 
provided  the  framework  for  today's 
browsers  were  written  at  universities. 
Remember  that  Mosaic  was  written 
by  "a  student  who  never  ran  any- 
thing larger  than  a  lemonade  stand." 
-Jim  O'Neill 
South  Bend,  Ind. 


Windy  City  Series 

Sir:  Re  Fact  &  Comment  (Feb.  12). 
You  indicated  that  certain  intratown 
baseball  rivals,  including  Chicago's, 
have  never  made  it  to  the  World 
Series  at  the  same  time.  In  1906  the 
Chicago  White  Sox  defeated  the 
Cubs  four  games  to  two. 
-Robert  C.  Benson 
Rosemont,  III. 

Identification,  please 

The  quantity  and  quality  of  E- 
mail  messages  to  Readers  Say 
(readers  @f orbes.com)  is  inspiring. 
But  please  be  sure  to  include  your 
city,  state  and  a  daytime  telephone 
number  if  the  letter  is  intended  for 
publication.  Readers  Say  will  not 
print  E-mail  addresses. 
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for  store  locations  or  more  information  call  1  -  800  -  388  -  6785 


ere  are 

Stricter  Labeling  Laws 

for  a  two  dollar  container  of 

Cottage  Cheese 

th  an  a  two  billion  dollar 

Mutual  Fund. 
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It's  a  little  known  fact.  How  a  mutual  fund 
is  classified  doesn  t  always  indicate  how  it 
will  lie  invested.  Whether  you're  putting 
together  your  own  portfolio  or  a  401(h) 
plan,  this  makes  every  decision  even  more 
diff  icidt.  At  Putnam,  we  continuously 
monitor  each  fund  to  ensure  that  year  after 


PUTNAM 

INVESTMENTS 


BOSTON-LONDON-TOKYO 


year  it  still  fits  its  classification.  As  a  result, 
our  funds  stay  true  to  form.  So  while  we 
always  recommend  you  consult  a  financial 
advisor,  we  also  suggest  you  consult  the 
firm  whose  fifty-eight  years  of  experience 
have  taught  the  difference  hetween 
writing  a  lahel  and  standing  behind  it. 


TIME 


HONORED 


TRADITION 


I  N 


For  more  information, 


call  vour  hnanc 


MONEY 


MANAGEMEN 


ial  advisor  tor  a  prospectus.  Kead  it  care 
Putnam  Mutual  Funds. 


fullv  1 


jerore  you  invest. 


"With  all  thy  getting  get  understanding" 

Fact  and  Comment 


By  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


DO  SOMETHING 

America  needs  a  tax  cut  now  that  will  slash  the  capital 
gains  le\y,  give  families  higher  deductions  for  their  children 
and  abolish  the  earnings  cap  on  Social  Security  recipients. 

Despite  a  few  encouraging  signs,  the  economy  continues 
its  lackluster  pace.  This  expansion  has  been  the  slowest  of  the 
last  50  years.  The  tax  hikes  of  1990  and  1993  badly  hurt  our 
ability  to  perform  to  our  full  potential.  The  Federal  Re- 
serve's misguided  notion  that  credit  must  be  tightened  when 
growth  exceeds  2.5%  has  also  been  an  unnecessary  burden. 

The  tax  cut  should  not  be  encumbered  with  con- 
tentious spending  "reductions.'"  Let  Clinton  and  the 


POSITIVE— NOW 

Democrats  take  on  the  Hooveresque  mantle  with  their 
cries  that  cutting  taxes  will  increase  the  deficit.  Let 
Republicans  gleefully,  vociferously  counter  those  cries  by 
proclaiming  that  growth  is  the  most  potent  antidote  to 
Washington's  red  ink.  If  Clinton  vetoes  the  tax  cut, 
Republicans  will  have  a  defining  issue  this  fall. 

The  GOP  should  have  learned  during  the  last  12 
months  that  overfocusing  on  spending  is  a  futile  exer- 
cise. Without  a  genuine  growth  agenda,  Republicans  will 
lose  the  high  political  ground  to  the  Democrats,  and 
expanding  spending  will  continue  unabated. 


REPUBLICAN  Rx 


Republicans  are  in  danger  of  making  a  hash  of  w  hat 
should  be  a  winning  issue — medical  savings  accounts.  MSAs 
give  consumers  more  choice  and  more  control,  at  less  cost, 
over  how  their  health  care  dollars  are  spent.  Beneficiaries 
receive  a  certain  amount  of  money  each  year,  say  $2,000,  for 
routine  expenses.  Any  saving  is  money  in  their  own  pockets. 
They  also  get  a  high-deductible  catastrophic  policy,  which 
costs  only  a  fraction  of  other  health  insurance  policies  today. 

MSAs  help  control  costs  through  more  consumer  involve- 
ment and  by  sparing  insurers  reams  of  ^ 
paperwork  in  covering  routine  expenses,  g 

A  number  of  private  companies,  g 
including  Forbes  magazine,  have  tried  § 
variations  of  MSAs,  with  considerable  3 
success.  Despite  many  serious  employ-  1 
ee  illnesses  last  year,  medical  expenses 
at  the  magazine  are  less  today  than 
they  were  four  years  ago,  when  we 
implemented    our   plan,    and  we 
achieved  this  without  managed  care. 

The  House  has  passed  a  health  care 
bill  with  a  provision  for  private-sector 
MSAs.  But  those  without  company-paid 
insurance  still  get  little  or  no  help  from 
the  tax  code  in  buying  a  health  insurance  policy.  Even  the  self- 
employed  are  allowed  to  deduct  only  30  cents  on  the  dollar; 
by  2002,  that  will  rise  to  a  mere  50  cents.  One  of  the  virtues 
of  MSAs  is  that  they  equalize  tax  treatment  betw  een  individ- 
uals and  employers.  Employers  now  get  to  buy  insurance  w  ith 
pretax  dollars;  most  individuals,  with  aftertax  income.  The 
legislation  should  extend  MSAs  to  all,  not  just  those  on  cor- 
porate plans.  The  Senate  has  no  MSA  provision  whatsoever. 


Gingrich  and  Dole:  Medical  savings 
accounts  can  help  the  GOP  recover  from 
last  fall's  Medicare  debacle. 


MSAs  would  work  particularly  well  with  Medicare.  The 
GOP  suffered  last  fall  when  it  mistakenly  got  into  the  swamp 
of  deciding  how  much  to  hike  Medicare  co-payments  and 
premiums.  Instead,  the  focal  point  should  have  been  MSAs. 

An  individual  on  Medicare  would  annually  receive  between 
SI, 500  and  $2,000  in  his  or  her  MSA.  The  exact  amount 
would  depend  on  whether  the  person  chose  a  fee-for-service 
plan  or  some  other  form  of  managed  care.  The  38  million 
people  on  Medicare  would  have  a  powerful  incentive  to  make 
sure  they  got  the  best  possible  prices 
for  prescription  drugs  and  to  deter 
unnecessary  doctor  visits,  which  often 
occur  under  the  current  regime. 

The  other  attractive  feature  of 
MSAs:  Each  beneficiary  would  have 
1 00%  coverage  when  annual  expenses 
exceeded  $3,000.  Medicare  currently 
has  enormous  gaps  in  coverage.  With 
MSAs  people  would  immediately  save 
money  because  they  would  no  longer 
have  to  buy  expensive  "Medigap" 
insurance.  Nor  would  they  be  open  to 
the  unlimited  liability  they  now  face 
with  Medicare's  Part  B,  particularly  its 
uncapped  20%  co-pay  provisions.  And  individuals  would 
not  have  to  fret  about  those  high  deductibles  for  Part  A. 

Too  often  Washington  sees  program  changes  as  a  zero- 
sum  game.  MSAs  positively  alter  the  dynamics  of  Medicare 
and  private  health  care  so  that  beneficiaries  come  out  ahead 
and  taxpayers  save  money.  The  National  Center  for  Policy 
Analysis  estimates  that  MSAs  would  cut  estimated  Medi- 
care expenditures  for  the  next  seven  years  by  $195  billion. 
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SOCIAL  SECURITY  SOCIALISM 


A  federal  ADVISORY  panel  has  broached  the  idea  that  Social 
Security  be  allowed  to  invest  part  of  its  surplus  in  the  stock 
market.  Social  Security  currently  turns  over  the  money  to 
the  Treasury  Department  for  low-interest-rate  securities. 

The  idea  of  the  U.S.  Government  buying  stocks  is  non- 
sensical. Whatever  the  supposed  safeguards,  does  anyone 
believe  politicians  could  long  resist  the  temptation  to 
meddle  in  the  management  of  private  corporations,  espe- 
cially during  an  election  year? 

The  sums  are  not  insignificant.  Thanks  to  the  demo- 
graphic bubble  of  the  post-World  War  II  baby  boomers, 
Social  Security  trust  funds  now  have  surpluses  approach- 
ing $500  billion  and  will  rack  up  annual  excesses  of  tens 
of  billions  of  dollars  for  another  12  to  15  years. 

There  are  better  ways  to  correct  this.  One  would  be  to 
start  a  new  system  for  younger  people,  where  a  portion  of 


the  payroll  tax  that  now  goes  to  Washington  to  subsidize 
the  national  debt  would  instead  go  directly  into  the  equiv- 
alent of  individual  savings  or  retirement  accounts.  Younger 
people  would  have  more  when  they  retired  than  they'll  get 
with  the  current  system,  which,  despite  present  surpluses, 
will  go  bankrupt  sometime  in  the  next  century.  The  money 
would  be  invested  in  the  real  American  economy,  but  the 
securities  would  belong  to  individual  Americans. 

The  numbers  are  potent.  Take  a  20-year-old  today  making 
$15,000  a  year.  If  the  payroll  taxes  (now  $1,860,  including 
the  employer  portion)  were  deposited  each  year  into  a  retire- 
ment account  earning  the  historic  stock  market  average,  he 
or  she  would  have  around  $1  million  at  age  65. 

Another  solution  would  be  to  let  all  working  people 
receive  a  pro-rated  share  of  the  annual  surplus  that  would 
be  deposited  into  their  own  retirement  accounts. 


"NO"  TO  NATIONAL  ID  CARDS 


Congress  is  ready  to  pass  legislation  to  curb  illegal  immi- 
gration. Some  of  the  provisions — strengthening  border  pa- 
trols, streamlining  deportation  procedures,  denying  welfare 
benefits  to  "undocumented  persons" — make  good  sense. 

There  are  two  stipulations,  however,  that  should  be 
junked.  One  would  permit  states  to  bar  the  children  of 
illegals  from  attending  school.  Pending  deportation  hear- 
ings, doesn't  it  make  sense  to  have  these  young  people  in 
our  schools  instead  of  roaming  the  streets? 


The  idea  of  a  national  ID  card,  fortunately,  has  been  put 
on  hold.  But  the  Senate  bill  has  a  provision  for  a  five-state 
experiment  in  which  employers  would  call  a  1-800  number 
to  verify  the  bona  fides  of  a  job  applicant.  Proponents  see  this 
as  a  first  step  toward  a  national  computer  registry.  No  one 
could  get  a  job  unless  the  employer  cleared  the  applicant  with 
the  registry.  Talk  about  a  big-government  power  grab;  imag- 
ine having  to  call  1  800-Big  Brother  to  get  Washington's 
approval  to  hire  someone!  This  "trial"  should  be  scrapped. 


ENCOURAGING  THE  LIVING  TO  LIVE 

The  State  of  Washington,  thankfully,  is  fighting  a  recent  The  so-called  right  to  die  would  soon  become  the  duty  to 
Appeals  Court  decision  that  permits  doctor- assisted  suicide,     die.  One  can  hear  the  rationales  now:  "How  dare  the 


This  Naziesque  ruling  should  be  resoundingly 
overturned.  We  are  not  talking  about  comatose 
bodies  attached  to  respirators;  nor  are  we  talking 
about  patients  who  refuse  medication.  The  issue 
is  a  moral,  not  a  medical,  one. 

The  moral  thrust  of  society  should  be  to 
encourage  people  to  live  rather  than  to  make 
it  easier  for  them  to  die.  Our  ability  to  over- 
come medical  or  emotional  adversity  is  immea- 
surably enhanced  if  society's  ethic  is  that  we 
should  try  to  carry  on,  that  our  courage  in  not 
giving  up  will  give  others  courage  when  a  crisis 
hits  them.  We  need  this  mutual  reinforcement 
among  family,  friends  and  community. 

Otherwise,  we  will  have  a  hideous  culture 


Christine  Gregoire, 
Attorney  General 
(Wash.):  Fighting  for  life. 


infirm  and  the  elderly  continue  to  absorb  such 
vast  amounts  of  health  care  resources  when 
they  are  probably  not  going  to  live  much 
longer  anyway!"  As  already  has  happened  in  the 
Netherlands,  doctors  here  would  take  it  upon 
themselves  to  make  decisions  about  a  patient's 
"quality  of  life."  (The  Appeals  Court  decision 
grants  to  others  the  authority  to  end  a  patient's 
life  without  the  patient's  involvement  if  he  or 
she  is  incompetent.  Given  the  underside  of 
human  nature,  we  will  have  all  too  many  cases 
where  relatives  will  want  to  hasten  the  end 
for  selfish  personal  or  monetary  reasons.) 

The  Constitution  guarantees  our  basic  right  to 
lite,  liberty  and  the  pursuit  of  happiness.  Euthana- 


where  the  vulnerable  will  feel  guilty  if  they  don't  give  up.     sia  is  the  antithesis  of  what  our  Founding  Fathers  intended. 

RESTAURANTS— GO,  ,  STOP 

Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  other  Forbes  eatery  experts  Jeff  Cunningham  and  Tom  Jones. 


•  Ithaka— 48  Barrow  St.  (Tel.:  727-8886).  First-class 
appetizers  and  noteworthy  specials:  sweetbreads  in  light, 
fresh  tomato  sauce  and  herbs;  eggplant  stuffed  with  filet 
mignon;  tender  lamb  baked  in  a  clay  pot  with  orzo. 

•  Jimmy  Sung's— 219  East  44th" St.  (Tel.:  682-5678). 
Very  gracious  hospitality,  with  private  dining  rooms 
offered  to  parties  of  five  or  more. 

•  Wilkinson's  Restaurant — 1573  York  Ave.,  near 
83rd  St.  (Tel.:  535-5454).  Fried  calamari,  perfect;  crab 
cakes  with  chipotle  chili  butter  sauce  and  corn  and  black 


bean  salad,  delicious.  Exquisite  entrees,  such  as  pan- 
seared,  crumb-coated  tuna  with  oriental  vinaigrette  and 
Japanese  vegetable  slaw;  and  pan-roasted  lobster  with 
sweet  ginger  sauce  and  brown  rice. 

Dava — 340  Lexington  Ave.,  near  40th  St.  (Tel.:  953- 
3282).  The  food,  often  tepid.  The  tab,  steep. 

•  Etats-Unis— 242  East  81st  St.  (Tel.:  517-8826). 
Try  soufleed  Dungeness  crab  pudding  with  lemon  and 
thyme  crab  sauce.  And  don't  miss  the  meatloaf  and  garlic 
mashed  potatoes.  H 
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Unlimited 

LUXURY 

Unrivaled 

EAUTY 

Unprecedented 

SERVfcE 


The  Hotel  Suites  at  Trump  International. 

The  Most  Important  New  Address  In  The  World. 


Within  the  Trump  International 
Hotel,  a  select  number  of  grand 
Suites  are  being  offered  for  sale.  As  a 
corporate  or  individual  owner,  you  will 
experience  an  unprecedented  level  of 
service  and  amenities  in  your  own  stu- 
dio, one-  or  two-bedroom  Hotel  Suite. 

These  elegant  condominium  Suites  feature  marble 
baths,  whirlpool  tubs,  full  kitchens,  spacious  closets, 
and  more.  Ten-foot  ceilings  and  sweeping  windows 
emphasize  dramatic  views  over  Central  Park,  the  River 
and  the  Skyline. 

The  newest  creation  by  legendary  developer  Donald 
Trump,  the  Hotel  offers  round-the-clock  concierge  and 
guest  services  as  well  as  gourmet  room  service.  Other 
* 

Managed  bv  Trump  International  Hotel  Management  Corn. 
Developed  by  The  Trump  Organization,  Tin-  ( i.ilbrc.itb  (  omparfy  and  ( icni-r.il  Electric  (Vnsion  Trusr 
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ONE   CENTRAL   PARK  WEST 


amenities  include  a  world-class  restau- 
rant, fitness  center  with  an  indoor 
pool,  spa,  and  business  center  with 
conference  facilities.  The  Hotel  Suites 
at  Trump  International  are  priced 
from  $2  50,000  to  $1,29  5,000. 
For  further  information,  please  contact: 
The  Sunshine  Group,  Ltd.,  Exclusive  Marketing  and 
Sales  Agent. 

Sales  Center  at  108  Central  Park  South, 
New  York,  NY  1 00 1 9 
(212)247-7000    FAX  (212)664-19  36. 
Broker  Participation  Invited. 

Anticipated  Hotel  Suite  Occupancy 
November  1996. 
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COMPAQ. 


Has   It   Changed   Your   Life  Yet? 


The  problem  with  trouble  is  that  usually  by  the  time  you  find  out  about  it,  it's  too  late.  Not  so  with  Compaq 
Intelligent  Manageability.  Compaq  Intelligent  Manageability  is  a  superior  collection  of  preinstalled  features  and 
tools  found  only  on  the  Compaq  Deskpro.  Together,  they  work  to  detect  and  eliminate  a  variety  of  potential 
problems  on  your  network  before  they  become  real  ones.  Fault  Management  features  like  our  IntelliSafe  drive, 
which  not  only  notifies  you  of  impending  failure  but  also  backs  itself  up,  minimizing  loss  of  mission-critical  data 


You're  Flying  Along  At  25,000  Feet  When  Suddenly 


Three  Of  The  Engines  Quit.  Now  Would  Be  A  Good 


Time  To  Talk  About  Superior  Fault  Management. 


and  PC  downtime.  And  Asset  Management,  whose  features  help  you  keep  track  of  hardware  and  software  across 
the  network  from  the  comfort  of  your  desk.  Because  all  the  information  you  need  can  be  delivered  remotely  to  your 
PC.  Compaq  Intelligent  Manageability  also  includes  a  wide  range  of  security  features  designed  to  keep  your  network 
secure.  Which  all  adds  up  to  providing,  the  best  and  most  comprehensive  solution  for  managing  PCs  and  predicting 
trouble  on  your  network.  Because  when  there's  trouble,  don't  you  want  to  know  about  it-before  it  happens? 


As  with  all  Compaq  PCs,  I leskpro  is  t overed  h\  our  free  3 -war  limited  warranty  hir  more  information  on  our  full  lint  of  Compaq  desktop  PCs,  tall  us 
www.tompan  t  orn.  In  Canada,  we  t  an  be  reached  at  1-800-567-1616  ©1996  Compaq  Computer  Corporation.  All  rights  reserved  Compaq  am!  Deskpro 
Some  features  available  w  ith  Compaq  1  )eskpro  and  independent  software  appln  at  ions  ( Hher  features  only  available  w  ith  Windows  95. 


I  WKI-H5  1518  or  rea< h  us  on  the  Web  at 
gisti  n  .Ills  Patent  and  lr.nl,  mark  ( Iffit  i 


Other  Comments 


Free  Traders 

Because  they  can  change  the  techni- 
cal frontiers  and  reshape  public 
desires,  entrepreneurs  may  be  even 
less  limited  by  tastes  and  technolo- 
gies than  artists  and  writers,  who  are 
widely  seen  as  supremely  free.  And 
because  entrepreneurs  must  necessar- 
ily work  and  share  credit  with  others 
and  produce  for  them,  they  tend  to 
be  less  selfish  than  other  creative  peo- 
ple, who  often  exalt  happiness  and 
self-expression  as  their  highest  goals. 
-The  Spirit  of  Enterprise,  by 
George  Gilder 

Don't  Shut  the  Doors 

Legal  immigrants  make  good 
Americans.  Their  numbers  shouldn't 
be  further  restricted  by  Congress.  We 
must  have  an  immigration  system 
that  matches  our  values  as  a  people 
and  our  aspirations  as  a  nation. 

In  his  farewell  address  to  the  nation, 
President  Ronald  Reagan  said:  "I've 
spoken  of  the  shining  city  all  my  polit- 
ical life,  but  I  don't  know  if  I  ever 
quite  communicated  what  I  saw  when 
I  said  it.  But  in  my  mind  it  was  a  tall, 
proud  city  built  on  rocks  stronger  than 
oceans,  windswept,  God-blessed,  and 
teeming  with  people  of  all  kinds  living 
in  harmony  and  peace,  a  city  with  free 
ports  that  hummed  with  commerce 
and  creativity  And  if  there  had  to  be 
city  walls,  the  walls  had  doors  and  the 
doors  were  open  to  anyone  with  the 
will  and  heart  to  get  here.  That's  how 
I  saw  it  and  sec  it  still." 


We  choose  the  shining  city  over 

fortress  America. 

-Senator  Spencer  Abraham 
(R-Mich.);  William  Bennett 
and  Jack  Kemp,  co-directors,  Em- 
power America;  and  Malcolm 
WALLOP,  chairman,  Frontiers  of 
Freedom,  Wall  Street  Journal 


When  the  circus  of  politics  is 
finished,  the  groundskeeper 
sweeps  the  litter  into  a  pile 
and  calls  it  "the  law." 

-Daniel  B.  Klein,  Assistant 
Professor  of  Economics, 
University  of  California,  Irvine, 
Liberty  magazine 

Dangerous  Game 

Between  1988  and  1998,  U.S.  de- 
fense spending  will  decline  45%  in 
real  terms — the  greatest  drop  in  the 
defense  budget  since  the  end  of 
World  War  II.  When  budget  requests 
are  not  met,  the  missing  funds  are 
taken  away  from  weapons  systems. 

For  many  years,  U.S.  defense  bud- 
gets have  emphasized  readiness,  but 
when  a  budget  is  decreasing  at  a  rate 
of  45%  over  ten  years,  procurement 
must  suffer  at  the  hands  of  readiness. 
Our  budget  for  military  procurement 
has  declined  from  $123  billion  in 
1988  to  $39  billion  in  1996,  a 
decrease  of  70%.  Without  sufficient 
funds  for  procurement,  the  United 
States  cannot  maintain  a  ready  force 


"So  what'll  it  be  tonight— pig  in  or  pig  out?" 


or  utilize  emerging  technologies  to 

strengthen  its  forces. 

-Admiral  William  A.  Owens,  vice 
chairman,  Joint  Chiefs  of  Staff,  at 
the  American  Enterprise  Institute 

Fiscal  Finesse 

Since  1981,  when  the  Chilean  social- 
security  system  was  privatized,  the 
compound  annual  return  has  been 
over  13%.  "They  modeled  it  on  a  5% 
return,"  says  the  Cato  Institute's  Mike 
Tanner,  "and  they  know  that  the  re- 
turn is  going  to  regress  at  some  point. 
But  they're  thinking  of  using  the  sur- 
plus to  finance  an  end  to  the  income 
tax."  Now  that's  a  showstopper. 
-John  Dizard,  National  Review 

Moral  and  Medical  Mess 

It's  as  though  we  didn't  learn  any- 
thing from  30  years  of  abortion  fight- 
ing. If  anyone  thinks  they're  going  to 
settle  anything  morally  from  a  court  de- 
cision [upholding  an  individual's  right 
to  die],  they're  nuts.  As  a  matter  of 
public  policy,  it  puts  us  in  die  bizarre  sit- 
uation of  staggering  toward  becoming 
a  society  diat  guarantees  the  right  to  die 
at  the  hand  of  a  physician,  with  no  right 
to  treatment  at  the  hand  of  a  physician. 
-Arthur  Caplan,  director,  Cen- 
ter for  Bioethics,  University  of 
Pennsylvania,  in  New  York  Times 

Rock  Lobs  term  en 

The  old-time  sailors  in  Maine,  and 
particularly  the  lobstermen,  go  plung- 
ing about  in  the  fog  with  unearthly 
ability  to  find  their  way. 

"How  do  you  know  where  the 
rocks  are?"  I  asked  [a  lobsterman]. 

"Don't,"  he  answered.  "I  know 
where  they  ain't." 

A  fellow  yachtsman  tells  of  asking 
the  same  question  of  a  lobsterman. 
His  answer  was  somewhat  different. 

"Why,"  he  bragged,  "I  know  every 
rock  in  Muscle  Ridge  Channel."  With 
that  the  lobster  boat  bounced  off  a 
submerged  rock. 

"There's  one  now,"  continued  the 
lobsterman,  without  missing  a  beat. 
-Walter  Cronkite,  in 
North  by  Northeast  H 
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Fidelity  Ultra  Service  Account® 


_  Some  asset  management 
accounts  charge  you  $100. 
Year  after  year  after  year. 


Year  after  year  after  year. 


ACCOUNT  COMPARISON 


Annual 
Fee 

Discount 
Commissions 
For  All 
Customers 

Funds 

Available 

Without 

Paying 

Transaction 

Fees 

Brokers 
Available 
Weekends 
&  Evenings 

Minimum 
Investment 

Fidelity 

Ultra 
jj  Service 
B  Account 

$□' 

YES2 

YES3 

YES 

$lD,DDO 

s  Merrill 
j  Lynch 
CM  A* 

$1DQ 

NO 

'  ND 

YES 

$2O,DD0 

Prudential 
;  Cdmmand 
.  Account 

$1DD 

NO 

ND 

ND 

$ia,rjoa 

I  Smith 
Earney 

$5D 

NO 

ND 

ND 

$1D,DQQ 

I  Dean 
witter 

$sa 

ND 

ND 

ND 

$1D,DDD 

ransferring  your  assets  to  an  active  Fidelity 
Ultra  Service  Account  does  more  for  you  than 


save  an  annual  fee. 


It  organizes  your  finances  for  you.  Puts  virtually 
every  kind  of  investment  right  at  your  finger- 
tips. Gives  you  unlimited  checkwriting  and, 
for  qualified  investors,  VISA®  Gold  Check  Card 
access.  And  consolidates  all  the  information  you 
need  in 


one  easy-to-read  statement. 


Plus  you  can  buy  and  sell  stocks  and  options  at 
what  full-commission  brokers 


up  to 


76%  off 


charge.2  And  when  you  trade  via  automated 
phone  or  computer,  you  save  an  extra  10%. 


Fidelity  already  offers  one  of  the  biggest 
selections  of  domestic  and  international 
mutual  funds  you'll  find  anywhere.  But 
the  Ultra  Service  Account  doesn't  limit 
you  to  that. 


Through  FundsNetwork,®  you  can  choose 


from  more  than  2,000  mutual  funds  from 
over  200  different  companies,  with  over 
350  no-load  funds  free  of  any  transaction 
fees  to  Fidelity.3 

Open  a  Fidelity  Ultra  Service  Account  today. 


Give  us  a  call. 


It's  time 


Fidelity 
Investments® 


1-800-544-0003        24  hours  a  day  http://www.fid-inv.com 


To  join  America  Online:  Call  1-800-706-5577  for  10  free  hours. 

2b/10719001 

For  more  complete  information  on  any  Fidelity  fund  or  any  fund  available  through  FundsNetwork,  including  charges  and  expenses,  call 
for  a  free  prospectus.  Please  read  it  carefully  before  you  invest  or  send  money. 

'There  may  be  Ultra  Service  Account  fees  for  special  services  or  under  certain  conditions;  please  consult  the  current  fee  schedule.  To  qualify  as  active,  an 
account  must  make  at  least  one  trade  per  year.  An  inactive  account  will  be  charged  a  $30  annual  fee.    -Based  on  an  October  1995  survey  of  full-service  brokers 
for  equity  trades.  Minimum  commission:  $38.  Fees  and  commissions  are  subject  to  change.  Savings  will  vary  based  on  the  size  and  nature  of  trades.    'For  more 
information  on  the  FundsNetwork  program,  call  for  a  free  FundsNetwork  Performance  Directory .  All  fees  as  described  in  the  hind's  prospectus  still  apply. 
Fidelity  Ultra  Service  is  a  service  of  Fidelity  Brokerage  Services,  Inc.  Member  NYSE,  S1PC. 


The  Company  Tried  To  Tailor  A  Program 
From  A  Number  Of  Different  Providers. 


They  were  buying  their  managed  care  services  in  pieces.  But  the  fit  wasn't  right.  We  showed 


them  our  integrated  seamless  program 


Triage  specialists  joined  to  medical 


providers  connected  to  rehabilitation 


THAI 


iUH     services--all  tied  into 


claims  management.  With  immediate  access 


We  Said  Cut  From  The  Same  Cloth. 


to  information.  We  demonstrated  the  savings  on  each  component.  It  made  them  look 


LIBERTY  pi 

like  a  million  bucks.  For  managed  care  that  fits  perfectly,  call  us.  MUTUAL^ 


1995  Liberty  Mutual  Group 


Commentary 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Chairman 


REELECTION  PLANK 


President  Clinton's  1997  budget  is  essentially  the 
1996  Democratic  platform  for  his  reelection  campaign. 

Mr.  Clinton  says  he  is  going  to  "balance  the  budget  the 
right  way"  by  increasing  spending  from  $1.57  trillion  tiiis 
year  to  $1.87  trillion  in  2002.  He  says  this  will  still  bring 
us  into  balance  because  revenues  are  expected  to  increase 
from  $1.36  trillion  in  1995  (actual  figures)  to  an  estimat- 
ed $1.9  trillion  in  2002.  Most  spending  is  not  being  cut 
until  the  year  2000,  when  Mr.  Clinton  will  not  be  running 
for  office.  Defense  spending,  however,  is  being  cut  for  the 
first  three  of  the  next  seven  years,  after  which  it  will  begin 
to  rise,  slowly.  Every  category  of  the  mili- 
tary will  come  under  the  knife,  including 
weapons  procurement,  which  is  now  below 
the  level  of  the  1950s.  Such  cuts  fly  in  the 
face  of  strong  recommendations  from  the 
Joint  Chiefs  of  Staff.  As  the  Washington 
Times  said:  "Rhetoric  will  not  equip  sol- 
diers in  harm's  way."  President  Clinton  has 
blocked  all  attempts  to  deploy  effective 
defenses  against  nuclear  missiles,  yet  he 
tells  us  his  is  a  "rational,  careful  approach 
to  defense  spending  [that]  returns  defense 
funding  to  a  plan  that  makes  sense." 

Budget  "reductions"  mentioned  are  only 
"cuts"  in  estimated  increases  based  on  esti- 
mates of  inflation  and  needs  over  the  next  seven  years.  In 
the  past  there  has  been  only  one  common  characteristic  of 
such  estimates:  They  have  always  been  wrong.  To  trumpet 
these  figures  as  reductions  when  they  are  actually  increases 
underlines  the  highly  political  nature  of  this  budget. 

The  President  also  says  his  budget  "strengthens  Medi- 
care and  Medicaid"  and  "reforms  welfare."  But  in  fact: 

■  The  Administration  initially  supported  policies  for 
Medicare  that  would  have  saved  billions  of  dollars  from 
projected  cost  estimates.  However,  now  the  estimated 
"savings"  are  $124  billion — Republican  proposals  to 
save  $168  billion  are  always  labeled  "savage  cuts." 

■  Medicare  spending  will  increase  by  over  68%  during 
1995-2002  (from  $157  billion  to  $264  billion). 

■  The  President  also  forgets  to  mention  that  he  has 
vetoed  Congress'  welfare  reform  bills. 

Regarding  defense  and  security,  budget  rhetoric  states, 
"The  world  looks  to  the  U.S.  for  leadership.  Providing  it  is 
clearly  in  our  best  interest."  But  budget  numbers  tell  a  dif- 


BUDGET 

SUPPLEMENT 
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ferent  story:  another  reduction  in  funding  for  defense  and 
related  programs.  There  is  no  need  for  concern,  however, 
because  "through  skilled  diplomacy,  the  judicious  use  of 
the  world's  finest  military  force  [a  recent  discovery  by  the 
President]  and  the  careful  provision  of  foreign  assistance 
the  United  States  has  promoted  peace  and  reduced  threats 
to  our  security  to  a  remarkable  extent."  One  example  of 
this  is  the  "successful  international  effort  to  defuse  the 
nuclear  threat  from  North  Korea."  (Presumably  this  refer- 
ence is  to  the  appeasement  agreement  we  signed  with 
Nordi  Korea,  which  gave  the  North  two  large  plutonium 
reactors,  years  of  free  oil  and  much  else  in 
return  for  a  third  renewal  of  that  country's 
promise  to  stop  making  nuclear  weapons.) 

More  of  this  type  of  thing  is  scattered 
throughout  the  183-page  budget  "supple- 
ment." Clinton  attempts  to  cater  to  more 
conservative  views  by  stating,  "We  have  cut 
the  size  of  the  Federal  work  force  by  over 
200,000  people,  creating  the  smallest  Federal 
work  force  in  30  years."  But  not  mentioned  is 
the  fact  that  much  of  the  work  formerly  done 
by  federal  employees  is  now  being  contracted 
out.  Accuracy  would  have  required  the  bud- 
get to  say:  "The  number  of  people  working 
on  federal  programs  continues  to  increase." 
As  usual,  Clinton  is  calling  for  larger  "investment  [read 
spending]  increases,"  to  be  financed  by  creative  estimates  of 
revenue  that  are  to  bring  us  to  balance  by  2002  (these  esti- 
mates also  show  a  $44  billion  surplus  by  the  end  of  2002). 
To  achieve  this,  we  are  told,  we  will  need  annual  GDP 
growth — calculated  on  a  new  "chain-weighted  basis" — aver- 
aging 2.3%  a  year.  This  would  be  about  a  half  point  a  year 
less  than  what  we  have  achieved  over  the  past  three  years. 

Additional  assumptions  are  that  unemployment  and  the 
cost  of  living  will  remain  stable,  that  there  will  be  an  increase 
in  the  capital  gains  tax,  and  that  Congress  will  enact  all  of 
the  President's  programs  and  be  satisfied  with  far  smaller 
tax  cuts  than  the  Republicans  are  currently  proposing. 

Finally,  keep  in  mind  that  in  1993  the  President  pro- 
posed and  secured  by  one  vote  the  largest  tax  increase  in 
history  This  enabled  him  to  increase  spending  while  claim- 
ing to  reduce  the  deficit.  You  can  always  reduce  deficits  by 
increasing  taxes.  To  correct  the  President,  the  "right  way  to 
balance  the  budget"  is  to  reduce  spending — and  taxes.  H 
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The  global  economy.  An  arena  where  companies  the  world 
over  compete  for  the  same  customers.  And  technology  advances 
at  warp  speed. 

How  do  you  stay  ahead  of  the  wave?  Make  sure  you're  first 
to  market.  As  Pratt  &  Whitney  was  with  its  jet  engines  for  the 
Boeing  777,  the  first  ever  certified  at  service  entry  for  three-hour 
over-water  operation. 

These  days,  unless  you're  first  with  product  breakthroughs, 
you  might  as  well  be  last. 
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C%  United 
W  Technologies 


Whatever  it  takes,  wherever  it  takes  us  —  drilling  on  land,  off-shore,  vertically,  horizontally  — 
we  add  value  to  our  customers'  gas  and  oil  business,"  says  Gene  Isenberg,  CEO  of  Nabors 
Industries,  listed  on  the  Amex  since  1951.  "And  we  get  value  from  being  on  the  Amex.  We're  visible 
as  a  $1  billion  company,  and  Amex  industry  conferences  and  programs  keep  our  131  institutional 

holders  informed  about  our  growth  and  our  prospects."  Gene  Isenberg  is  big  on  the  Amex. 


AMERICAN  STOCK  EXCHANGE.  To  learn  about  the  advantages  the  Amex  can  bring  to  your  company, 
contact  Chairman  Dick  Syron.  Phone  212-306-5353.  E-mail  rsyron@amex.com.  Web  site  http://wunv.amex.com. 
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Growth  stocks 


BY  DAMON  DARLIN 


Artichokes 
will  double 
your  money 
in  just  one 
season. 
Better  yet, 
you'll  get  a 
4-for-l  stock 
split  each 
year. 


Some  folks  garden  to  commune  with  nature. 
More  competitive  types  do  it  in  the  hope  of 
growing  prizewinning  vegetables.  I'm  in  it  for 
the  highest  possible  return  on  my  weeding  and 
watering. 

Tomatoes  are  the  blue  chip  of  my  garden.  A 
$1  Big  Boy  plant  from  the  nursery  produces 
bushels  of  tomatoes,  each  fruit  worth  $  1  at  the 
A&r  supermarket.  Green  bell  peppers  are  de- 
pendable and  low  risk;  a  nursery-bought  plant 
will  give  me  a  return  of  about  600%  on  the 
purchase  price.  But  a  49-cent  yellow  pepper 
plant  is  better.  It  will  produce  the  same  number 
of  fruits,  but  each  one  is  worth  twice  as  much  as  a 
green  pepper. 

I  admit  I've  been  suckered  into  hot  concept 


s  stocks,  touted  by  the 
|  likes  of  Gourmet  maga- 
1  zine,  those  speculative 
items  like  white  egg- 
plants or  blue  potatoes. 
They're  good  for  im- 
pressing friends,  but 
their  return  on  invest- 
ment is  pretty  dismal. 

Still,  sticking  to  the 
basics  isn't  always  wise. 
Zucchini  squash  appears 
to  be  the  quintessential 
low-P/E  stock.  It's  cheap 
to  plant  and  a  massive 
producer,  but  it's  fool's 
gold.  Compare  it  with 
the  A&r  index:  Store- 
bought  zucchinis  are 
cheap,  and  they  don't 
taste  much  different 
from  their  garden -raised 
brothers.  By  the  end  of 
the  season  I've  gotten  a  lousy  return  ifyou  figure 
the  opportunity  cost  of  the  earth  that  could  have 
produced  a  more  lucrative  crop. 

The  artichoke  is  my  favorite.  One  plant  costs 
less  than  $3  and  produces  one  big  artichoke 
(worth  at  least  $2  at  the  A&r),  plus  three  to  four 
successively  smaller  ones.  So  in  one  season 
you've  easily  doubled  your  original  investment, 
but  it  goes  on  yielding:  Each  year  you  get  a  4- 
for- 1  stock  split  as  the  original  plant  spawns  new 
plants. 

I'm  even  thinking  of  converting  the  whole 
backyard  to  an  artichoke  field.  My  practical  wife 
isn't  keen  on  the  idea.  She  favors  a  more  diversi- 
fied portfolio,  and  figures  a  manicured  lawn  will 
pay  off  like  a  bond  when  the  house  is  sold. 


Happy  birthday,  from  Gillette 


BY  SUZANNE  OLIVER 


Gillette's 
great  razor 
giveaway 
targets 
Swedish 
draftees  and 
American 
cheerleaders. 


When  my  youngest  brother,  Greg,  turned  18 
in  February,  one  of  his  well-wishers  was  Gil- 
lette. The  Boston-based  firm  sent  him  a  Sen- 
sorExcel  razor,  shaving  gel  and  $2  in  coupons. 
"For  your  eighteenth  birthday  .  .  .  a  gift  from 
Gillette,"  read  the  note. 

Greg  is  one  of  1.4  million  18 -year-olds  in 
the  U.S.  who  will  receive  free  SensorExcels 
this  year.  The  company  got  his  name  from 
Mineola,  N.Y. -based  American  Student 
List,  which  provides  Gillette  with  the 
names  and  addresses  of  70%  of  the  na- 
tion's 18-year-old  males. 

My  brother  was  a  perfect  candidate. 
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He's  been  shaving  for  two  years.  But  now  that 
he  is  off  to  college,  Gillette  figures  he — not  my 
mother — will  be  buying  his  blades.  Until  now 
Greg  has  been  using  a  hand-me-down  Gillette 
Trac  II,  a  razor  introduced  in  1971.  He  was 
delighted  with  his  free  SensorExcel.  ''Much 
better  than  that  cheap,  old  razor  I  was  using, " 
he  raves. 

Gillette  was  delighted,  too.  At  $5.08  for  a 
pack  of  five,  SensorExcel  replacement  blades  are 
20%  more  profitable  for  the  company  than  the 
$3.96  blades  for  the  old  Trac  II.  So  it  makes 


sense  for  Gillette  to  simply  give  razors  away. 

In  1996  Gillette  will  give  away  15  million 
SensorExcels,  hanging  them  on  doors  in  Great 
Britain  and  distributing  them  to  draftees  in 
Sweden.  The  sampling  works:  Before  the  1994 
introduction  of  the  SensorExcel,  the  predeces- 
sor Sensor  had  20%  of  the  world  razor  blade 
market.  Now  Sensor  and  SensorExcel  com- 
bined have  25%. 

This  spring  Gillette  introduces  its  new  Sensor 
for  Women  razor.  Look  for  the  freebie  list  to 
include  cheerleaders  and  health  club  members. 


Retailing  101 


BY  SUBRATA  CHAKRAVARTY 


Want  to 
know  why 
B radices  is 
in  Chapter 
11?  Read  on. 


Last  month  I  went  shopping  for  gym  socks  at  a 
spanking  new  Bradlees  discount  store  in  Man- 
hattan. Socks  paid  for  and  in  a  bag,  I  wandered 
into  the  video  department,  where  I  remem- 
bered that  my  daughter  Anjali,  age  7,  wanted  a 
copy  of  Disney's  Pocahontas.  Then  I  saw  the 
price:  $22.99.  Why  so  steep?  I  asked  the  de- 
partment manager.  There  followed  this  surreal 
conversation: 

Me:  "Your  price  for  Pocahontas  is  $22.99.  A 
block  away,  the  Nobody  Beats  the  Wiz  store  is 


selling  Pocahontas  for  $16.98." 
Manager:  "Yeah,  so?" 

Me:  "You're  going  to  get  killed  with  pricing 
like  that." 

Manager:  "That's  our  prerogative,  isn't  it?" 

I  walked  over  to  the  Wiz  and  bought  the  $  1 6.98 
tape.  While  there,  I  dropped  additional  money 
on  some  other  stuff. 

It  won't  surprise  you  to  learn  that  $  1 .8  billion 
(sales)  Bradlees,  a  136-store  chain,  is  in  Chapter 

I I  bankruptcy.  ■■ 


THE  FORBES  INDEX 
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February  housing  starts 
came  in  16%  above  the  year- 
earlier  level.  But  Deutsche 
Morgan  Grenfell  economist 
Joseph  Carson  cautions  that 
the  gain  in  housing  was 
more  than  offset  by  a 
decline  in  other  economic 
sectors  such  as  capital 
spending. 

Carson  thinks  that  lack- 
luster capital  spending  by 
businesses  will  continue 
until  midyear.  As  a  result, 
he's  looking  for  only  2.3% 
growth  in  gross  domestic 
product  in  1996. 


(1967=100) 
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Closeup  on  the  Forbes  Index 
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205 


165 
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Current  269. 5*t       Previous  268. 6t        Percent  change 


0.3% 


•Preliminary  tRevised 

The  Forbes  Index  is  a  measure  of  U.S. 
economic  activity  composed  of  8  equally 
weighted  elements:  The  cost  ot  services 
relative  to  all  consumer  prices,  the  level  of 
new  orders  for  durable  goods  compared  with 
manufacturers'  inventories,  total  industrial 
production,  new  housing  starts,  personal 
income,  new  claims  for  unemployment 
compensation,  total  retail  sales,  total 
consumer  installment  credit. 
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When  it  comes  to  making  travel  more  cost- 
effective  and  productive,  you  can  depend  on 
American  Express.  m  Because  when  you  join 
our  Corporate  Card  program,  we'll  assign  a 
personal  representative  (or  a  whole  team 
of  them)  to  get  to  know  your  company,  m 
They'll  observe,  measure,  evaluate  and  advise, 
m  And  they  remain  available  to  you  for 
consultation  on  an  ongoing  basis,  along 
with  the  many  knowledgeable  people 
and  resources  behind  the  Corporate  Card 
program,  u  Which  means  you  can  save 
at  least  three  to  five  percent  on  your 
total  travel  and  entertainment  budget 
and  an  additional  10  to  20%  on  process 
reengineering.  ■  When  you  see  all  the  ways 
we  can  save  you  money,  you  might  just 
think  °f us  as  an  engineering  miracle,  m  For 
more  information,  call  us  at  1-800-/IXP-1200. 
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This  is  where  the  difference  shows. 
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world  of  the 
Internet  was 
just  a  little  less, 
well,  virtual?" 


Something  magical  is  happening 
to  our  planet.  Its  getting  smaller. 
Every  day,  more  people  and  more  information  are 
making  the  Internet  a  place  of  incredible  oppor- 
tunity and  transformation. 

Suddenly,  folks  just  like  you  have  access  to 
potential  customers,  business  contacts,  partners 
and  competitors  in  every  corner  of  the  planet. 

How  can  you  make  the  most  of  this  opportu- 
nity? Well,  we'd  like  to  help. 

We  have  all  the  minds  and  resources  of 
IBM  focused  on  the  emerging  world  of  networked 
computing. 

Over  the  next  few  months,  we're  going  to 
discuss  strategies  and  technologies  to  help  you  get 


from  here  to  there.  Let's  start  by  talking  about 
what's  going  on  across  the  planet. 

Electronic  commerce  is  becoming  a  reali 
thanks  to  improved  security  and  encryption 
technology  like  our  innovative  Cryptolopes™  whj 
ensures  that  messages  are  read  only  by  the 
people  you  want  reading  them. 

Cybermalls  are  springing  up  everywhere, 
letting  companies  sell  their  wares  to  millions  c 
customers  online,  without  costly  real  estate. 

And  instead  of  gathering  dust  in  a  warehoi 
products  are  made  and  shipped  to  order. 

You  now  have  access  to  incredible  informat 
resources.  Services  like  IBM  infoSage  can  scorn 
thousands  of  different  information  sources  to  fi 


IBM.  IBM  Global  Network,  Ciyplolopes  and  Solutions  lor  a  small  planel  are  Icademarks  ol  IBM  Corp.  Lotus  and  Noles  are  trademarks  ol  Lotus  Devel  Corp  ©  1996  IBM  Corp 


needles  you  need  in  the  vast  virtual  haystack, 
igine  how  that  can  transform  your  ability  to 
Ice  decisions,  to  plan  and  to  profit. 

And  the  infoflow  goes  both  ways.  The  more 
iour  own  enterprise  data  you  can  bring  online, 
wider  you  can  cast  your  net. 

The  secure  IBM  Global  Network™  is  helping 
panies  connect.  Businesses  are  expanding  to 
i  customers  and  suppliers  piping-hot  informa- 
\  on  prices,  inventory  and  delivery  schedules, 
ting  them  more  efficient  and  honing  their 
ipetitive  edge. 

All  thanks  to  one  of  the  worlds  largest  private 
a  networks,  with  secure  access  from  Rio  to 
kjavfk  and  848  other  cities  worldwide.  And  by 


using  Lotus  Notes9  over  the  Internet,  people  in 
remote  locations  can  work  on  the  same  project 
simultaneously,  expanding  their  reach  even  further. 

If  you're  eager  to  take  advantage  of  the 
Internet,  you  don't  need  to  be  a  millionaire.  Or  a 
genius.  You  just  need  to  drop  by  www. ibm.com. 

Or  call  1  800  IBM-7080,  ext.  G200,  for  our 
free  16-page  booklet  highlighting  how  IBM  can 
help  your  business  thrive  in  a  networked  world. 

This  is  just  the  beginning.  We  have  a  lot 
more  to  share  with  you.  Just  remember:  it's  a  small 
planet.  And  it's  yours. 


Solutions  for  a  small  planet 


Is  the  next  Starbucks  on  the  short  list  below? 

Algae  frappe, 
anyone? 


By  Damon  Darlin  with  Josephine  Lee 

If  YOU  want  to  know  what's  hot  in 
the  food  business,  watch  the  West. 
"Food  trends  do  often  come  in  from 
that  direction,1'  says  Carol  McGarvey, 
a  food  editor  at  the  Des  Moines  Regis- 
ter. "They  are  coming  in  faster." 

Here  are  three  food  concepts  cur- 
rently doing  well  out  West.  Could 
one  of  them  be  the  next  Starbucks,  a 
1987  startup  that  currently  boasts  a 
market  capitalization  of  $1.6  billion? 

Getting  juiced 

A  juice  bar  in  Phoenix,  Ariz.,  Get 
Juiced,  sells  "smoothies"  made  from 
weird  stuff  like  bee  pollen,  wheat 
grass,  ginseng,  spirulina  algae.  It's 
typical  of  the  juice  bars  opening  up  all 
over  the  West  with  names  like  Fresh 
Blend  or  Juice  Stop.  This  is  health-nut 
country.  The  bars  serve  12-  to  20- 
ounce  cups  of  fresh  fruit  juice,  some- 
times adding  frozen  yogurt  or  sherbet 
and  even  "intestinal  flora" — harmless 
bacteria.  Surf  City  Squeeze,  a  Scotts- 
dale,  Ariz. -based  chain  with  126  out- 
lets, tosses  in  proline,  an  amino  acid 
that  is  hawked  as  building  collagen, 
the  stuff  that  keeps  lips  plump  and 
skin  taut.  Surf  City  Squeeze  says  its 
"Thinker  Squeeze"  helps  the  body 
create  "performance  neurotransmit- 
ters" that  improve  thinking  and  re- 
duce stress.  Prices:  generally  below  $5 
a  glass. 

No,  we're  not  just  making  this  up. 
Get  Juiced's  owner,  Carlee  Cardwell, 
pushes  diluted  aloe  vera  juice,  extract- 
ed from  the  aloe  vera  cactus  plant. 
"It's  healing  for  the  colon,"  explains 
Cardwell. 

Many  of  the  Southwest-based 
juice-bar  chains  are  scrambling  to  ex- 


pand through  licensees  or  franchises. 
One  of  the  larger  chains  is  San  Fran- 
cisco's Juice  Club  Inc.,  which  runs  28 
Jamba  Juice  and  Juice  Club  bars. 
Among  its  investors:  Howard 
Schultz,  chairman  and  chief  executive 
of  Starbucks  Corp. 

Black  bean  bonanza 

America's  favorite  bean,  the  pinto,  is 
rapidly  losing  market  share  to  the 
black  bean.  Americans  are  eating  25 


times  more  black  beans  than  ten  years 
ago,  on  a  per  capita  basis.  A  staple  of 
Caribbean  cuisine,  the  black  bean 
(genus  Phaseolus  vulgaris,  also  called 
the  black  turtle  bean)  migrated  to 
Tex-Mex  dishes  courtesy  of  innova- 
tive chefs  in  the  Southwest.  There  the 
black  bean  is  already  number  one,  says 
Luis  Faura,  vice  president  of  sales  and 
marketing  for  c&F  Foods  Inc.,  a  City 
of  Industry,  Calif,  bean  processor. 
(c&F  is  one  of  Los  Angeles'  fastest - 
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growing  businesses,  thanks  to  the 
bean  boom. ) 

Having  conquered  the  Southwest, 
the  black  bean  is  now  moving  into  the 
mainstream.  PepsiCo  bought,  and  is 
expanding,  Chevys,  a  chain  of  69 
Mexican  restaurants  that  serves  black 
beans  instead  of  pintos  with  rice  or  as  a 
relish.  Los  Angeles1  celebrity-studded 
Patina  restaurant  uses  fermented 
black  beans  in  a  sauce  for  lobster. 

Cider's  comeback 

Hard  cider — fermented  apple  juice 
with  a  kick — was  America's  most  pop- 
ular beverage  until  the  Civil  War. 
Then  the  influx  of  German  and  Irish 
immigrants,  urbanization  and  cheap 
grain  from  the  Midwest  combined  to 
push  beer  to  the  top  of  the  charts. 

Cider's  coming  back.  West  Coast 
drinkers  are  wearying  of  microbrews 
and  looking  for  something  new.  Ci- 
der has  captured  their  attention.  It  has 
become  the  distinctive  drink  of  the 
alternative  rock  music  set,  w  ho  glide 
along  the  Seattle- Los  Angeles  axis. 

Last  year  Americans  drank  2  million 
cases  of  hard  cider,  just  a  drop  com- 
pared with  their  beer  consumption. 


But  Selkirk  Cider  Co.,  a  "cidery"  in 
Sandpoint,  Idaho  that  was  started  nine 
years  ago,  is  expecting  to  ship  40,000 
cases  of  its  Seven  Sisters  apple,  pear  and 
raspberry  ciders  this  year.  That's  three 
times  last  year's  production. 

E&j  Gallo  Winery  just  rolled  out  its 
Hornsby's  brand  cider  nationwide, 
after  establishing  it  in  several  western 
states  last  fall.  Gallo's  marketers  price 
Hornsby's  at  about  $6  a  six-pack, 
where  it  competes  against  imported 
beer.  Philip  Morris'  Molson  unit  is 
responding  by  importing  a  British 
cider  brand,  Dry  Blackthorn.  Crisp  in 
taste  but  less  sweet  than  a  wine  cool- 
er, 19  ounces  of  cider  contains  about 
120  calories.  It  can  also  pack  a  wal- 
lop. Peter  Reaske,  a  marketing  direc- 
tor at  Molson,  says  most  consumers 
think  of  cider  as  "w  hat  we  drink  at 
mom's  house  at  Thanksgiv- 
ing." The  fact  is,  hard  ciders  contain 
between  4%  and  6%  alcohol,  similar 
to  a  strong  beer. 

Gourmet  cider?  But  of  course. 
The  aficionados  seek  out  the  stuff 
that  comes  from  "'farmhouse  cider- 
ies"  like  White  Oak  cidery  in  New- 
berg,  Ore.  BE 


43 


Heard  any  good  music  on  your  computer  lately? 
How  about  an  Ethiopian  talk  show? 

Radio  Free 
Internet 


By  R.  Lee  Sullivan 

In  just  nine  months  Mark 
Cuban's  startup,  Au- 
dioNet,  has  built  a  network 
of  30  radio  stations  broad- 
casting worldwide,  around 
the  clock.  Cuban,  37,  sees 
no  limits.  Brags  the  would- 
be  baby  media-mogul: 
"I'm  gonna  kick  Ted  Tur- 
ner's behind." 

Right  now  his  empire 
looks  a  lot  like  wishful 
thinking.  There's  not  even 
a  sign  on  the  door  to  mark 
AudioNet's  headquarters 
in  a  cramped  brick  ware- 
house near  downtown  Dal- 
las. Cuban's  audience  isn't 
exactly  vast  either,  number- 
ing perhaps  40,000  on  a  good  day,  a 
fair  audience  for  a  small-town  radio 
station.  But  consider  this:  Cuban  put 
together  his  network  for  less  than  $2 
million.  Bypassing  the  airwaves,  Cu- 
ban and  others  like  him  are  broadcast- 
ing over  the  Internet. 

Unlike  so  many  disappointing  In- 
ternet applications,  cyberspace  radio 
really  works.  Today — not  ten  years 
from  now,  but  as  you  read  this — an 
insurance  agent  in  Miami  can  tune  her 
desktop  PC  to  alternative  rock  on  KUSF 
in  San  Francisco  while  she  processes 
claims  on  the  machine,  or  a  hockey 
tan  in  Singapore  can  keep  up  with  the 
New  York  Rangers  by  listening  to  live 
games  on  his  home  PC. 

"Your  audience  is  the  limit  of  the 
Internet,"  says  Patrick  Rodgers,  op- 
erations manager  at  talk-format  woai 
in  San  Antonio.  He  knows  that  30 
million  people  are  connected  to  the 
Internet  in  200  different  countries. 
Only  a  tiny  fraction  listen  to  radio  on 
their  PCs,  but  the  potential  remains 


AudioNet 
President 
Mark  Cuban 
Don't  touch 
that  dial- 
er.. .  mouse 


alluring,  given  that  Internet  radio 
isn't  limited  by  the  power  of  the 
transmitter  to  a  small  area.  Bubbles 
Rodgers:  "It's  a  superstation  concept 
without  the  satellite." 

Think  of  it  as  cable  television  for 
radio.  "We  do  a  specialized  form  of 
programming  that  appeals  to  a  specif- 
ic audience,"  explains  William  Gold- 
smith, operations  manager  at  folk- 
rock  format  KPIG  in  Santa  Cruz,  Calif. 
"We  see  ourselves  acquiring  listeners 
in  nooks  and  crannies  all  over  the 
world."  KHG  paid  $10,000  for  a  com- 
puter server  in  August  and  rents  Inter- 
net access  for  $500  per  month;  now 
its  disc  jockeys  take  requests  from 
Norway  to  Thailand. 

The  technology  became  available 
just  last  year  when  Progressive  Net- 
works in  Seattle  and  Xing  Technology 
in  Arroyo  Grande,  Calif,  introduced 
software  that  "streams"  audio  to  a 
computer  in  small  digital  data  pack- 
ets. Before,  PCs  had  to  download 
entire  files  in  order  to  reproduce 


sound,  a  process  that  can  take  up  to 
two  hours  for  only  ten  minutes  of 
audio.  Streaming  allow  s  a  PC  user  to 
hear  audio  as  it  arrives  over  the 
modem,  instantly.  When  an  Inter- 
net user  accesses  a  radio  station's 
World  Wide  Web  site,  the  data  is 
transmitted  via  modem  from  the 
station's  computer  server  to  the 
user's  PC.  There,  receiver  software 
converts  the  data  to  audio  that  plays 
through  the  PC's  sound  card. 

It's  not  FM-quality  sound — the 
high  treble  and  low  bass  are  sacrificed 
to  fit  the  data  into  available  band- 
width— and  to  listen  you're 
best  off  with  a  Pentium  PC 
equipped  with  a  sound  card 
and  a  fast  28. 8K  baud  mo- 
dem or  the  reception  tends 
to  break  up.  But  the  receiv- 
er software  is  available  free 
to  download  off  the  Inter- 
net; Progressive  and  Xing 
make  their  money  selling 
server  software,  which  costs 
$1,200  to  $10,000  per 
package. 

Commercial  radio  sta- 
tions aren't  yet  trembling. 
"At    the    moment,  you 
can't  assemble  an  audience 
on  the  Internet  that  makes 
any  difference  in  advertis- 
ing," argues  Michael  Rau, 
president  of  Radio  Data  Group  in 
Fairfax,  Va.,  which  sets  up  Web  sites 
for    radio    stations.  Nevertheless, 
around  60  radio  stations  have  gone 
on-line  during  the  past  year,  and 
Progressive  downloads  more  than 
25,000  copies  of  its  receiver  soft- 
ware each  day.  ABC,  cbs  and  npr  are 
already  broadcasting,  as  is  Bloom- 
berg Business  News,  CFRA  in  Canada 
and  ICRT  in  Taiwan.  The  Atlantic- 
Broadcasting  System  reports  from 
the  New  York  Stock  Exchange;  ESPN 
covers  NBA  games  live  at  its  Web  site. 

You  can  start  an  Internet-only  ra- 
dio station  with  less  than  $10,000 
worth  of  software  and  studio  equip- 
ment, a  bargain  compared  with  the 
$250,000  minimum  price  tag  on  even 
a  low-power  rural  AM  station  or  the 
$10,000  per  month  charge  for  satel- 
lite time.  At  these  prices  an  entrepre- 
neur can  afford  to  cater  to  small, 
specialized  groups  that  are  widely  dis- 
persed geographically.  Melaku  Tefera 
started  Ethiopian  Online  Radio  in 
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Washington,  D.C.  on  a  real  shoe- 
string; renting  studio  time  from  a 
public  radio  station,  he  leases  server 
space  from  AudioNet  for  10  cents  per 
listener. 

At  the  high  end,  using  professional- 
quality  equipment,  hiring  disc  jockeys 
and  buying  enough  servers  to  handle 
thousands  of  Internet  listeners  at  a 
time  can  run  into  serious  money.  In 
Minneapolis  Scott  Bourne  spent 
$250,000  to  launch  his  Internet-only 
NetRadio  in  November;  it's  already 
attracting  20,000  listeners  a  day. 
That's  still  a  huge  bargain,  consider- 
ing that  the  last  FCC  radio  license  that 
changed  hands  in  Minneapolis 
fetched  $22  million. 

Established  radio  stations  can 
broadcast  on-line  for  nothing.  Cuban 
hooks  popular  stations  into  his  net- 
work for  free,  just  to  attract  visitors  to 
AudioNet's  Web  site.  A  highly  traf- 
ficked Web  site  is  a  valuable  commod- 
ity (Forbes,  Mar.  25),  and  Cuban 
sells  advertising  space  as  well  as  direct- 
marketing  merchandise  on  Audio- 
Net's  site — that's  where  he  plans  to 
make  the  big  bucks. 

There's  a  potential  fly  in  the  oint- 
ment: the  Federal  Communications 
Commission.  Presently  the  FCC 
doesn't  regulate  Internet  broadcast- 
ing, so  a  company  can  freely  ignore 
the  eight-station  limit  on  owning  sta- 
tions in  a  single  market.  But  it's  un- 
clear how  much  longer  stations  will  be 
able  to  operate  unlicensed  on-line.  In 
1968  the  Supreme  Court  ruled  that 
cable  television  falls  under  FCC  juris- 
diction, and  the  same  case  might  be 
made  for  Internet  radio. 

Indeed,  long  distance  phone  com- 
panies are  currently  working  to  estab- 
lish that  very  precedent.  In  March  the 
America's  Carriers  Telecommunica- 
tion Association  petitioned  the  FCC  to 
stop  Internet  users  from  placing  long 
distance  calls  via  their  PCs.  Telephone 
software  bypasses  carriers  entirely,  al- 
lowing an  Internet  user  to  make  all 
the  calls  he  wants  for  no  more  than  his 
monthly  access  fee — as  low  as  $20  per 
month  under  the  new  program  of- 
fered, ironically  enough,  by  AT&T. 

The  very  prospect  of  licensing 
appalls  the  freewheeling  types  who 
inhabit  Internet  radio.  "The  day  the 
FCC  says  we  need  a  license  is  the  day  we 
move  to  Australia,"  says  NetRadio's 
Bourne.  HB 


For  years,  law  schools  have  restricted  competition  and 
jacked  up  prices.  Like  all  pernicious  monopolies,  this 
one  is  breaking  down. 


Let  them 
eat  loans 


By  Janet  Novack 

Entering  law  school  at  the  Univer- 
sity of  San  Diego  in  1992,  Darcy 
Farrally-Plourde  figured  she'd  land  a 
well-paying  law  job  on  graduation.  It 
wouldn't  take  long  to  pay  off  that 
$82,000  of  law  school  debt.  Nor  was 
Jose  Medina,  who  got  out  of  the 
University  of  Miami  Law  School  in 
1994,  much  worried  about  his 
$58,000  worth  of  debt. 

But  Farrally-Plourde,  28,  couldn't 
land  a  good  law  firm  job  and  now 
works  as  a  junior  bank  trust  officer  in 
Los  Angeles  during  the  day.  Evenings, 


she  moonlights  as  an  $8.50-an-hour 
data-entry  clerk.  Medina,  36,  ended 
up  as  a  $28,000-a-year  legal  aid  attor- 
ney in  Miami.  To  make  ends  meet,  he 
works  nights  at  a  second  full-time  job 
as  a  9 1 1  dispatcher. 

Fed  up  with  fat  legal  bills,  corporate 
America  has  been  pulling  more  legal 
work  in-house  and  relying  less  on 
expensive  outside  counsel  (Forbes, 
Nov.  6,  1995).  So  the  big  law  firms 
have  cut  back  on  their  hiring.  In  1989 
firms  with  25  lawyers  or  more  hired 
about  8,000  new  graduates.  By  1994 


Jose  Medina,  attorney  and  911  operator 

Was  his  law  degree  worth  $58,000  in  debt? 
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that  number  had  dropped  to  5,375. 

As  a  result,  sonic  graduates  from 
top-tier  law  schools  arc  having  to 
settle  for  second  tier  legal  jobs;  and 
some  of  those  from  lower-tier  schools 
are  doing  paralegal  work  or  worse. 
According  to  the  Washington-based 
National  Association  for  Law  Place- 
ment, less  than  70%  of  the  class  of 
1994's  39,300  law  school  graduates 
had  full-time  legal  jobs  six  months 
after  graduation.  This  was  down  from 
82%  a  decade  ago.  The  $37,000  me- 
dian starting  salary  for  those  with  jobs 
in  1994  was  2%  lower,  adjusted  for 
inflation,  than  in  1985. 

Law  school  loan  defaults  reflect  the 
crunch.  Wilmington,  Del. -based  Law 
Access  Inc.  funnels  privately  guaran- 
teed loans  to  law  students.  As  of  the 
end  of  last  year,  1991  law  grads  had 
already  defaulted  on  17%  of  the  pri- 
vate loans  they  took  out  through  Law 
Access.  At  a  few  schools  more  than 
30%  of  the  dollars  lent  to  1991,  1992 
and  1993  grads  are  already  in  default. 
In  response,  Law  Access  plans  to 
sharply  limit  the  amount  students  at 
the  20%  of  law  schools  with  the  high- 
est defaults  can  borrow  for  living  ex- 
penses. (They  can  still,  however,  bor- 
row full  tuition ). 

Why  should  lawyers  be  defaulting 
in  a  society  drowning  in  litigation? 
Nearly  a  decade  ago,  then  New  York 
University  Law  School  Dean  Norman 
Redlich  saw  trouble  coming. 

In  1988  he  suggested  that  the  ac- 
credited law  schools  were  in  danger  of 
becoming  like  the  1950s  U.S.  auto- 
makers: figuring  that  they  had  a  mo- 
nopoly and  could  charge  whatever 
they  wanted.  Said  Redlich:  "We  can- 
not go  on  indefinitely  with  an  eco- 
nomic system  in  legal  education  that 
assumes  constant  growth." 

Redlich's  warning  was  ignored.  Since 
1975  the  median  tuition  at  private  law 
schools  accredited  by  the  American  Bar 
Association  has  risen  570%,  while  con- 
sumer prices  have  risen  183%.  Thus  a 
median  year  at  law  school  cost  $16,930 
last  year  versus  $7,150  in  inflation-ad- 
justed dollars  20  years  earlier.  The  law 
school  establishment  figured  that  the 
students  could  always  borrow  more  be- 
cause they  would  get  lucrative  jobs. 

When  it  became  clear  in  the  1980s 
that  federal  loan  limits  wouldn't  rise 
fast  enough  for  their  purposes,  the 
deans  created  their  own  loan  pro- 


gram, now  Law  Access.  Since  1990 
Law  Access  has  put  out  $3.3  billion  in 
government-guaranteed  and  private- 
ly guaranteed  loan  money  funded  by 
Cleveland -based  KeyCorp. 

The  aha,  .w  hich  controls  the  law 
school  accreditation  process,  did  its  bit 
to  pump  money  into  the  law  school 
monopoly,  too.  It  surveyed  faculty 
salaries  and  put  a  school  "on  report," 
that  is,  put  its  accreditation  at  risk,  if  it 
paid  less  than  the  median  at  other 
schools.  That  had  the  effect  of  raising 
law  professors1  base  salaries  74%  from 
1984  to  1994,  while  consumer  prices 
rose  only  43%.  The  average  base  pay 
for  law  school  professors  (including 
assistant  professors)  teaching  around 

"It's  like  a  union  that  pushes 
for  higher  wages  until  it's 
convinced  management  is 
going  to  go  bankrupt." 

30  weeks  a  year  rose  from  $48,200  to 
$83,678  in  a  decade.  Of  course,  some 
law  school  professors  also  do  paid 
legal  work  part-time. 

The  ABA  accreditors  also  decreed 
that  professors  shouldn't  have  to 
teach  more  than  eight  50-minute 
"hours"  a  week,  and  they  pushed  for 
paid  sabbaticals  for  professors  every 
seventh  year.  In  short,  the  professors 
were  to  be  paid  an  effective  wage  of 
$400  per  hour  actually  taught. 

These  cushy  faculty  rules  dispro- 
portionately inflated  costs  at  lower 
tier  schools — the  very  ones  whose 
graduates  are  now  having  the  most 
trouble  getting  legal  jobs  and  repay- 
ing their  debts.  The  median  tuition  at 
the  ten  private  law  schools  rated  the 
highest  by  U.S.  News  &  World  Report 
has  risen  103%  in  the  last  decade.  But 
the  median  price  of  those  ranked  at 
the  bottom  went  up  132%. 

Library  costs  have  also  been  inflat- 
ed. Thomas  Brennan,  founder  and  pres- 
ident of  the  24-year-old  Thomas  M. 
Cooley  Law  School  in  Lansing,  Mich., 
wants  to  rely  more  on  electronic  media 
for  his  library  instead  of  expensive  hard- 
cover books  his  students  only  rarely  use. 
aba  rules  on  what  a  library  must  contain 
make  this  difficult,  he  complains.  An- 
other example:  In  1993  the  aba 
accreditors  forced  Philadelphia's  Tem- 


ple University  to  raise  law  librarians' 
salaries  and  to  hire  two  more  of  them. 

More  than  60  aba  accredited 
schools  w  ere  recently  "on  report"  for 
having  "inadequate  facilities."  A 
common  violation:  not  having 
enough  seats  in  the  library. 

Yes,  there  are  non-ABA-accredited 
law  schools,  but  their  degrees  don't 
usually  count  for  much  on  the  job 
market.  All  but  a  handful  of  states 
allow  only  graduates  of  ABA- accredit- 
ed schools  to  practice  law.  Moreover, 
the  ABA  has  barred  the  transfer  of 
credits  from  non-ABA  schools  and  has 
never  accredited  a  for-profit  school. 

"I  would  have  preferred  a  cheaper, 
more  nuts-and-bolts  school,"  la- 
ments Jose  Medina,  the  debt-laden 
Miami  lawyer/91 1  operator.  But  no- 
body asked  him.  His  interests  were 
simply  subordinated  to  those  of  the 
cabal  that  runs  the  law  schools. 

Some  citizens  have  fought  back. 
One  is  Massachusetts  School  of  Law 
Dean  Lawrence  Velvel.  His  $9,000-a- 
year  law  school  in  Andover  filed  an 
antitrust  suit  against  the  ABA  in  1993 
when  it  realized  it  would  be  denied 
accreditation.  Velvel's  complaints 
sparked  an  investigation  by  the  Depart- 
ment of  Justice,  which  filed  its  own 
antitrust  suit  against  the  ABA  last  June. 

Without  admitting  any  antitrust  vi- 
olations, the  aba  has  agreed  to  make 
some  changes  in  how  it  accredits  law 
schools,  aba  accreditors  can  no  longer 
collect  or  distribute  average  salary 
figures,  enforce  salary  standards  or 
exclude  for-profit  schools. 

But  the  high  fixed  costs  and  all 
those  tenured  professors  are  still  in 
place,  and  few  deans  expect  tuition 
cuts  anytime  soon.  "It's  like  a  union 
that  pushes  for  higher  wages  until  it's 
convinced  management  is  going  to 
go  bankrupt,"  savs  Boston  University 
School  of  Law  Dean  Ronald  Cass, 
president  of  the  American  Law  Deans 
Association.  Cass  hopes  that  some 
lower-ranking  schools  w  ill  start  com- 
peting for  students  on  price.  . 

Applications  to  law  school  this  year 
are  off  11%  from  1995  and  off  25% 
from  1991 's  pace.  But  the  law  school 
establishment  still  seems  unwilling  to 
face  the  facts.  Asked  what  can  be 
done,  Tulane  University  Law  School 
Dean  John  Kramer,  who  is  chairman 
of  Law  Access,  replied:  "Prayer  and 
more  money  from  parents."  H 
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Rule  or  ruin 


BY  THOMAS  SOWELL 


Dr.  Thomas  Sowell  is 
an  economist 
and  a  senior  fellow  at 
the  Hoover  Institution 
in  Stanford,  Calif. 


Much  has  been  written  about  "the  religious 
right" — some  of  it  accurate  and  some  of  it  not. 
However,  whatever  chance  the  Republicans 
have  of  winning  the  presidential  election  this  fall 
may  well  depend  on  how  this  particular  constit- 
uency chooses  to  act  or  fails  to  act.  Far  more 
important,  whatever  chance  the  country  has  of 
escaping  the  packing  of  the  federal  judiciary  with 
liberal  judges  who  will  let  more  criminals  walk 
the  streets  depends  on  who  controls  the  White 
House — and  this  is  just  one  of  the  many  kinds 
of  lasting  damage  that  a  President  can  do,  espe- 
cially when  he  is  in  his  second  term  and  does 
not  need  to  fear  ruining  his  reelection  chances. 

No  single  characterization  will  fit  all  the 
individuals  and  factions  that  are  lumped  togeth- 
er as  "the  religious  right.'1  But  that  segment 
among  religious  conservatives  which  could  vir- 
tually guarantee  Bill  Clinton's  reelection  are 
those  who  w  ill  either  stay  home  or  vote  for  a 
third-party  candidate  if  the  Republicans  don't 
give  them  all  that  they  want. 

This  might  be  called  die  rule-or-ruin  faction, 
though  many  of  them  may  think  of  themselves  as 
simply  being  unwilling  to  compromise  on  a  high 
principle.  One  reader  who  represents  this  viewpoint 
writes:  "Some  tilings  ttuly  are  non-negotiable. 
Slavery  is  one  such.  The  wanton  killing  of  a  living 
human  being  is  another.  There  can  and  should  be 
no  compromise  in  one's  stand  against  these  evils." 
To  him,  "relativism"  is  unacceptable. 

Moral  relativism  has  certainly  done  a  lot  of 
damage  over  the  past  generation,  and  will  proba- 
bly do  more  damage  in  the  years  ahead,  but  the 
political  choices  facing  the  religious  conservatives 
have  nothing  to  do  with  moral  relativism. 

Moral  choices  are  about  what  vou  believe  and 
declare.  No  one  has  suggested  that  religious  conser- 
vatives change  w  hat  thev  sav  or  believe.  But  politi- 
cal choices  are  about  picking  the  best  options  from 
tlie  alternatives  actually  available.  Otherwise,  you 
are  talking  about  the  self-indulgence  of  "making  a 
statement"  instead  of  getting  something  done. 

The  analogy  with  slavery  is  very  apt.  Tw  o 
centuries  ago,  the  anti-slavery  movement  in  En- 
gland made  its  first  goal  the  ending  of  the 
international  slave  trade — not  abolishing  slavery 
itself — because  there  was  not  a  chance  in  the 
world  of  abolishing  slavery  and  they  were  more 
interested  in  accomplishing  whatever  could  be 
accomplished  than  in  making  ringing  state- 
ments that  would  not  free  one  human  being. 

If  the  antiabortion  movement  today  de- 


stroys its  potential  allies  because  they  do  not  go 
with  them  100%  on  all  things,  that  will  not 
save  one  baby's  life. 

The  only  responsible  choices  we  can  make 
are  choices  among  the  alternatives  actually  avail- 
able. The  cold  reality  is  that  antiabortionists 
do  not  have  the  votes  to  enact  the  kinds  of  laws 
the)'  would  like  to  see,  and  it  may  be  decades 
before  they  do,  but  they  can  save  a  lot  of  lives  in 
the  meantime  by  gathering  all  the  allies  they 
can  to  ban  such  things  as  partial-birth  abortions. 
Indeed,  they  may  shorten  the  period  required 
to  achieve  their  ultimate  goals. 

This  coalition-building,  piecemeal  approach 
was  precisely  the  strategy  of  the  anti-slavery  move- 
ment in  England,  which  later  spread  to  the  Unit- 
ed States  and  to  other  countries.  They  took  what 
they  could  get  when  they  could  get  it  and  kept 
going  on  for  more  later.  At  no  time  did  they 
compromise  in  the  slightest  in  their  belief  that 
slavery  was  wrong  and  should  be  abolished. 

Far  from  adopting  rule-or-ruin  tactics,  the 
anti-slavery  movement  built  coalitions  and  at- 
tracted an  ever-growing  mass  of  supporters 
and  sympathizers  who  together  ended  up  de- 
stroying not  only  the  slave  trade  but  slavery 
itself — something  that  no  one  would  have 
dreamed  possible,  just  one  generation  earlier. 

Would  slavery  have  been  abolished 
faster  in  the  United  States  if  those 
abolitionists  who  distrusted 
Abraham  Lincoln  had  been  able  to 
destroy  him  politically? 


Would  this  have  happened  as  fast  if  the 
British  anti-slavery  movement  had  destroyed 
the  allies  who  helped  bring  this  about?  Would 
it  have  happened  faster  in  the  United  States  if 
those  abolitionists  who  distrusted  Abraham 
Lincoln  had  been  able  to  destroy  him  politically? 
Or  would  this  simply  have  left  them  feeling  a 
sense  of  moral  purity,  while  millions  of  human 
beings  remained  enslaved? 

The  ultimate  question  is  whether  vou  want 
results  or  rhetoric,  policy  changes  or  symbolic 
obeisance.  Two  centuries  ago,  Adam  Smith 
spoke  of  the  party  that  "by  requiring  too  much, 
obtains  nothing,"  letting  needless  suffering 
go  on.  He  contrasted  this  approach  with  that  of 
the  man  of  "humanity  and  benevolence" 
who,  when  he  cannot  establish  the  right,  "will 
not  disdain  to  ameliorate  the  wrong." 

As  Lincoln  noted  in  the  1850s,  "The  man 
who  is  of  neither  party,  is  not — cannot  be,  of  any 
consequence."  The  question  for  the  religious 
conservatives  is  whether  they  want  to  be  of  some 
consequence  or  simply  talkers.  H 


Forbes  ■  April  22,  1996 


47 


Thailand  is  one  of  the  world's  hot  car  markets. 
Why  did  Detroit  miss  it? 

Lost  opportunity 


By  Dyan  Machan 

Detroit  has  finally  discovered  the 
world's  hottest  car  market:  In  Thai- 
land 572,000  vehicles  were  sold  last 
year.  Unfortunately  for  the  U.S.  auto 
companies,  the  Japanese  got  there 
first  and  have  86%  of  the  market.  The 
American  share:  11,600  vehicles. 

Though  per  capita  gnp  is  a  modest 
$2,500  a  year,  this  nation  of  60  mil- 
lion is  car  crazy.  Gridlock,  smog,  no 
matter.  Thais  want  wheels:  motorcy- 
cles, cars  and,  particularly,  pickup 
trucks — pickups  are  virtually  untaxed, 
while  cars  are  taxed  up  to  68%. 

Thailand,  with  its  low  labor  costs,  is 
a  handy  place  from  which  to  export. 
The  government,  unlike  most  others 


in  the  region,  is  easing  local  content 
rules  and  permitting  easy  shipment  of 
parts  to,  and  from,  Thailand. 

In  the  early  1970s  U.S.  automakers 
had  plants  in  Thailand,  but  they  shut- 
tered them  after  the  Vietnam  War. 
They  are  trickling  back,  but  late  in  the 
game.  In  Samut  Prakan,  a  town  out- 
side Bangkok,  Chrysler  is  rolling  out 
ten  Jeep  Cherokees  per  day,  but  in  a 
corner  of  a  Volvo  plant,  not  in  its  own 
facility. 

In  Rayong  Province,  Ford  and  its 
partner,  Japan's  Mazda  Motor,  are 
spending  $500  million  for  an  assem- 
bly plant  to  build  135,000  vehicles 
annually.   General  Motors  appears 


likely  to  announce  plans  for  a  $500 
million  plant  to  build  its  small  Euro- 
pean cars.  But  the  Ford/Mazda  plant 
won't  be  turning  out  cars  until  1998, 
the  GM  plant  likely  after  that. 

"Ford  should  be  selling  its  Ranger 
[a  compact  pickup  truck]  here  now. 
Why  aren't  they?"  asks  Michael 
Dunne,  who  heads  Automotive  Re- 
sources Asia,  a  consulting  firm  for  the 
Asian  car  industry.  Dunne  then  an- 
swers his  own  question:  The  Ranger  is 
made  only  for  left-hand  drive,  and 
Thai  drivers  sit  on  the  right.  Besides, 
there's  no  diesel  Ranger  in  a  land 
where  diesel  cars  are  in  heavy  demand. 

Since  pickups  are  so  immensely 

Traffic  in  Bangkok, 
Thailand 

Despite  gridlock 
and  smog,  Thais 
are  car  crazy, 
making  Thailand 
the  world's  fast- 
est growing  auto- 
motive market. 
Alas,  the  U.S. 
automakers 
missed  the  chance 
to  get  in  early. 
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popular  in  Thailand,  GM  could  have 
easily  sold  its  light  pickup,  the  S-10. 
Why  didn't  it?  "We  could  sell  every 
one  we  could  make  in  the  U.S.  We 
weren't  looking  for  any  export  mar- 
kets," says  a  GM  spokesman. 

Originally  GM  had  based  its  Asia 
strategy  on  South  Korea  and  Indone- 
sia. That  strategy  is  in  trouble.  GM 
couldn't  get  along  with  Daewoo,  its 
designated  Korean  partner.  In  Indo- 
nesia, where  GM  is  manufacturing  a 
small  number  of  Opels  and  Chevy 
Blazers,  it  suddenly  faces  new  compe- 
tition: Dictator  Suharto's  family  has 
decided  to  go  into  the  vehicle  manu- 
facturing business  itself.  In  Indonesia 
it's  better  to  have  the  Suhartos  as 
partners  than  as  competitors. 

Meanwhile,  the  Japanese  are  shift- 
ing more  manufacturing  to  Thailand. 
Mitsubishi  is  making  all  its  pickups  in 
Thailand,  while  Mazda  is  shifting 
most  of  its  pickup  production  there. 

Profits  are  good.  Toyota  earns  at 
least  $2,000  per  car  in  Thailand;  it 
must  be  content  to  make  half  that  in 
the  U.S.,  estimates  consultant  Dunne. 

Why  did  the  Americans  neglect 
Thailand?  Blame  their  obsession  with 
China.  Fascinated  by  the  potential  in  a 
nation  of  1  billion,  Detroit  has  been 
chasing  the  chimera  of  a  yet-to-be- 
designed  Chinese  car.  But  while 
Southeast  Asia  has  less  than  half  Chi- 
na's population,  410  million  people 
aren't  to  be  sneezed  at,  especially  when 
they  have  higher  per  capita  income  and 
better  roads  than  China  has.  Indeed, 
Toyota  is  a  major  investor  in  Southeast 
Asia,  but  has  no  plant  in  China. 

There's  one  consolation  for  De- 
troit. It  may  have  learned  a  lesson. 
India,  with  nearly  1  billion  people,  is 
still  a  relatively  virgin  market,  but  is 
now  growing  rapidly  as  it  liberalizes  its 
economy.  This  time  Detroit  is  wide 
awake.  GM  has  a  joint  venture  with 
Hindustan  Motors  to  build  Opels;  its 
plant  is  near  completion.  Ford  says  it 
will  spend  $800  million  in  a  joint 
venture  with  Mahindra  &  Mahindra 
to  make  Escorts  and  Fiestas.  Chrysler 
says  it's  looking  for  an  Indian  partner 
and  is  considering  building  in  India  a 
tiny,  inexpensive  runabout,  akin  to 
the  French  Citroen  Deux  Chevaux, 
for  sale  in  Third  World  markets. 

If  Detroit  can  forge  successful  part- 
nerships in  India,  it  will  more  than 
erase  the  shame  of  losing  Thailand.  BH 


Jack  Smith  thinks  he  can  do  for  sporting  goods 
what  Bernard  Marcus  did  in  home  improvement 
and  Charles  Lazarus  did  in  toys. 

Here  comes 
a  cat  killer 


By  Esther  Wachs  Book 


Jack  Smith,  chief  executive  of  Sports  Authority 

"My  numbers  make  me  want  to  tap  dance  on  Wall  Street." 


Jack  Smith,  60,  is  a  good  customer 
for  his  own  wares.  He  runs  15  miles  a 
week,  plays  tennis  twice  and  golfs  at 
least  once.  A  big  wheel  in  sporting 
goods  retailing,  the  trim  6-footer  is 
chairman  of  the  Sports  Authority, 
Inc.  (revenues,  $1  billion),  the 
world's  largest  chain  concentrating 
solely  in  sporting  goods. 

He  runs  138  superstores,  with  an 


average  42,000  square  feet  of  selling 
space,  situated  in  26  states  from  Massa- 
chusetts to  California  and  in  Canada. 
In  a  highly  fragmented  business  where 
65,000  units  vie  for  $31  billion  in 
consumer  spending,  Fort  Lauderdale  - 
based  Sports  Authority  is  at  the  fore- 
front of  the  consolidation  movement. 
Its  closest  rivals,  Sports  &  Recreation 
and  Sportmart,  each  have  only  about 
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Ml  my  six-year-old 
can  make 


surely  someone 
can  get  the  folks 
in  my  regional  offices 
to  work  as  a  team." 


MERGE 


I  Today  we  do  business  from  the 
farthest  reaches  of  the  planet,  from 
cars,  trains,  airports  and  even  occasionally 
from  the  office. 

Yet  keeping  in  touch  seems  far  from  child's 
play.  How  do  we  cross  these  barriers  of  time 
and  space?  Lotus  Notes8—  the  new  way  of  working 
together  in  this  networked  world. 

Your  team  has  just  finished  a  report  to  be 
presented  in  four  regions  of  the  world.  You  all  get  on 
different  planes.  At  30.000  feet,  you  have  a  change 


of  heart.  You  rewrite.  And  by  the  time  you  land 
its  brilliant.  But  three  of  your  managers  are  ab 
to  present  the  wrong  report. 

Fear  not.  Notes  can  share  your  new  repot 
with  everyone  the  moment  you  land. 

And  Notes-does  the  same  with  inventoriei 
customer  fifes,  sales  information,  presentations, 
reports,  you  name  it. 

It's  constantly  updating  information  and 
then  sharing  it  among  your  people,  your  custon 
and  your  suppliers.  No  matter  what  type  of 
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Itform  they  use:  Windows:  UNIX!  Mac*  or  OS/2! 
tes  also  has  a  Web  browser  and  search  engine 
t  lets  you  find  only  the  information  that's 
uable  to  you. 

And  it  lets  you  publish  information 
the  Web  and  even  send  e-mail  -  all  from  the 
tes  environment. 

Begin  working  in  a  world  where  you 
i/er  hear  "I  didn't  know  that,"  "No  one  told 
,"  or  "I  haven't  received  that  memo  yet." 
i  ll  make  more  than  just  friends.  And  it  will 


happen  in  more  places  around  the  world  than 
just  Timbuktu. 

Visit  ww.lotus.com  to  see  how  Notes  is 
helping  successful  companies  compete.  Or  call 
1800IBM-7080,ext.G205.  and  we'll  send  you 
a  free  Lotus  Notes  "Get  the  Facts"  brochure,  as  well 
as  our  free  16-page  booklet  highlighting  how  IBM 
can  help  your  business  thrive  in  a  networked  world. 


Solutions  for  a  small  planet™  =  ==  =~= 


A  Sports  Authority  store  in  Fort  Lauderdale,  Fla. 

It's  almost  impossible  to  walk  out  without  whatever  you  were  looking  for. 


half  of  Sports  Authority's  revenues. 

Smith's  stores  arc  for — well,  for  Jack 
Smiths.  The  emporiums  are  stacked 
floor  to  ceiling  with  basketballs,  bats, 
irons,  hockey  pucks,  fishing  rods, 
sneakers  and  skis  in  just  about  every 
conceivable  shape,  size  and  quality. 

Retailing  has  been  in  a  well-docu- 
mented slump,  and  sporting  goods 
stores  have  not  avoided  it.  Sports  Au- 
thority has.  "My  numbers  make  me 
want  to  tap  dance  on  Wall  Street,'"  says 
the  native  Philadelphian.  In  1995  his 
net  income  rose  32%,  to  $22.3  million, 
outpacing  sales,  w  hich  were  up  25%. 
His  same-store  sales  rose  1 . 1  %,  despite 
store  openings  in  existing  markets. 
Both  of  his  rivals  reported  net  income 
that  was  down  more  than  50%. 

What  is  Smith's  secret?  The  same  as 
that  of  any  category  killer  from  Home 
Depot  to  Toys  "R"  Us.  His  stores  are 
so  densely  stocked  that  it's  practically 
impossible  to  walk  out  without  what- 
ever you  were  looking  for. 

Carrying  heavy  inventories  without 
tight  controls  is,  of  course,  a  recipe  for 
bankruptcy.  Smith  wisely  invested  in 
computer  systems  early  on  to  monitor 
inventory  at  each  store  on  a  daily  basis. 
Orders  are  automatically  transmitted  to 


suppliers,  who  ship  to  stores  direcdy. 
That  allows  Smidi  to  turn  inventory 
faster  than  competitors,  avoid  overstock- 
ing and  keep  costs  down  by  eliminating 
die  need  for  a  distribution  center. 

Smith  aims  to  press  home  his  advan- 
tage over  his  rivals.  He  plans  to  increase 
his  market  share  both  with  new  stores 
and  by  buying  existing  stores.  In  July, 
for  instance,  he  bought  leases  on  seven 
stores  from  bankrupt  Sportstown. 

Smith  didn't  invent  the  idea  of  a 
category  killer  in  sporting  goods.  In  die 
early  1980s  he  was  an  executive  at 
Herman's  Sporting  Goods,  Inc., 
owned  at  the  time  by  W.R.  Grace  &  Co. 
Peter  Grace  admired  the  success  of 
retailers  like  Home  Depot  and  tried  to 
emulate  them.  He  couldn't  pull  it  off. 
In  1987  Smith  quit  Herman's,  by  then 
( >w  ned  by  a  British  company,  and  inter- 
ested venture  capitalists  in  picking  up 
Grace's  idea  of  a  sporting  goods  catego- 
ry killer.  By  1990  he  was  running  eight 
stores,  mainly  in  Florida,  and  was  con- 
vinced he  could  make  the  idea  work. 

Smith's  minichain  caught  the  eye  of 
Joseph  Antonini,  then  chairman  of 
Kmart  Corp.,  who  acquired  it  for  $75 
million.  Backed  by  Kmart  capital, 
Smith  now  had  the  wherewithal  to  go 


all  out  for  expansion.  By  fall  1994 
Sports  Authority  hit  100  stores. 

Then  Kmart  fell  on  hard  times — 
which  turned  out  to  be  a  break  for 
Smith.  First  Kmart  sold  71%  of  Sports 
Authority  to  the  public  for  around 
$270  million — 14.1  million  shares  at 
$19  each.  And  this  past  fall  it  sold  the 
remaining  29%  for  another  $160  mil- 
lion. Sports  Authority  is  now  an  inde- 
pendent company  with  nearly  21  mil- 
lion shares;  Smith  owns  2 16,000  shares 
and  options  worth  over  $5  million. 

For  now,  at  least,  it  looks  like  clear 
sailing.  Sports  Authority  has  no  long- 
term  debt  and  can  use  its  entire  cash 
flow  for  expansion.  This  year  Smith 
plans  to  open  30  new  stores.  Duff  & 
Phelps  retailing  analyst  Richard  Nel- 
son predicts  that  the  company  will 
earn  $28  million,  or  $1.35  a  share,  on 
sales  of  almost  $1.3  billion  this  year. 

Ask  Jack  Smith  to  name  his  business 
heroes.  Not  missing  a  beat,  he  names 
Charles  Lazarus  of  Toys  "R"  Us  and 
Bernard  Marcus  of  Home  Depot. 
Can  he  do  for  sporting  goods  w  hat 
they  did  for  tovs  and  home  improve- 
ment? "You  just  watch  me.  I'm  going 
to  be  the  father  of  a  business,"  he  says. 
"Just  like  they  are." 
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A  promise  your  prom  date  will  never  see  tkese  pictures. 


A  promise  the  more  you  gfigfgfle,  the  cleaner  you  gfet. 


A  promise  I'm  forever  watching  out  for  you. 


Nothing  binds  us  one  to  tke  other  like  a  promise  kept.  For  more  tkan  140  years,  we've  been  helping  people 
keep  tbeir  promises  by  ensuring  we  bave  tke  financial  strength  to  keep  ours.  That's  why  families  and 
businesses  rely  on  us  to  insure  their  lives  and  their  financial  future.  We  help  you  keep  your  promises. 

Life    (i    Disability    Insurance    <•    Annuities    •>    Pension    &    Retirement    Products    ♦    Investment  Management 


©  1996  Massachusetts  Mutual  Life  Insurance  Co  ,  Springfield.  MA  01111  http  //www  massmutual  com 
Securities  products  and  services  offered  through  MML  Investors  Services,  Inc  .  a  MassMutual  subsidiary 


§)  MassMutual 
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To  the  world,  Hollywood  stands  tor  glamour  and  glitter. 
To  the  locals,  it's  a  scene  right  out  ot  Hogarth. 

Hollywood  hell 


By  Seth  Lubove 


Down  and  out  in  Hollywood 

"Throw  birdseed,  you  get  pigeons,"  says  an  activist  about  welfare  handouts. 


Tattooed  street  punks  with  Mo- 
hawks sullenly  eye  passersby.  Junkies 
and  teenage  runaways  shiver,  shake 
and  panhandle  on  street  corners.  Wil- 
liam Hogarth  updated  from  18th- 
century  London  to  late-20th-century 
Los  Angeles. 

The  less  than  6  square  miles  that 
make  up  Hollywood  long  formed  the 
epicenter  for  what  has  become  one  of 
the  country's  most  dynamic  business- 
es. But  for  the  past  decade 
g  or  so  entertainment-related 
g  companies  have  fled  Holiy- 
g  wood  for  Burbank,  Glen- 
I  dale,  Culver  City,  Santa 
Monica.        Many  of 
Hollywood's  commercial 
buildings  have  been  razed 
or  abandoned.  For  those 
that   still   stand,  vacancy 
rates  run  to  20%,  about  the 
same  as  Los  Angeles  as  a 
whole,  despite  the  fact  that 
Hollywood  rents  are  about 
half  what  they  are  in  com- 
peting areas. 

More  than  4  million  U.S. 
and  foreign  tourists  visit  the 
area  ever}'  year,  but  the 
shoddy  and  threatening 
surroundings  scare  busi- 
ness away.  Doreet  Hak- 
man,  who  owns  the  venera- 
ble Snow  White  Coffee 
Shop  on  Hollywood  Bou- 
levard, went  on  a  hunger 
strike  in  February  to  illus- 
trate the  plight  of 
Hollywood's  small  busi- 
nesses. "Hollyweird$"  she 
calls  her  neighborhood. 
"We're  the  South  Bronx  of 
L.A.,"  says  Robert  Nudel- 
man,  a  community  activist. 

Who's  to  blame?  It's  the 
old  story:  politicians  and 
well-intended  policies.  It 
starts  with  Los  Angeles' 
Community  Redevelop- 
ment Agency,  a  powerful 
bureaucracy  that  has  the 
right  to  declare  entire  com- 
munities blighted,  then 
cook  up  a  plan  to  restore 
the  area.  Established  in 
1986  and  made  up  of  city 
bureaucrats,  the  division  of 
the  agency  that  oversees 
Hollywood  was  empow- 
ered by  the  city  to  spend 
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People  who  don't  buy  a  product 
should  benefit  from  it  too. 


■  ■ 


Michiel  van  Dam,  Group  Product  Manager 
Philips  Lighting,  Somerset,  NJ 


I'm  Michiel  van  Dam,  from  the  Lighting 
division  of  Philips  Electronics. 

We've  created  a  fluorescent  tube  with 
so  little  mercury,  it  meets  the  U.S.  EPA  test 
for  nonhazardous  waste*  In  fact,  it's  the 
first  fluorescent  to  meet  this  EPA  standard. 

In  most  cases,  it  means  more  disposal 
options  and  lower  disposal  costs.  And  in  every 
case,  it  means  less  mercury  in  the  ecosystem. 

So  no  matter  who  buys  it,  the  whole 
world  benefits. 


PHILIPS 


*The  U.S.  Environmental  Protection  Agency  (EPA)  test, Toxic  Leaching  Characteristic  Procedure,1990.  Consult  local  laws  and  regulations,  which  may  vary.     ©  1995  Philips  Electronics  North  America  Corporation 


Imagine  for  a  moment  two  people  in  your  company  perched 
in  this  love  seat  for  a  meeting.  Cant  picture  it?t  Neither  can  we. 


That's  why  we  took  the  idea 


behind  the  love  seat  and 


incorporated  it  into  con- 
temporary office  furniture. 


Total  office  systems  designed  to  bring  individuals  closer  together. 
Workspaces  that  encourage  people  from  different  departments 
and  disciplines  to  interact  and  share  ideas.  An  environ- 
ment that  could  make  your  office  more  productive, 
more  efficient  and  more  profitable.  And  nobody 
today  knows  how  to  do  it  better  than  Steelcase 
and  its  dealers.  To  find  out  more,  visit  our 
Web  site  at  http://www.steelcase.com.  Or 


for  additional  information,  you  can  just  give 


us  a  call  toll-free  at 


1-800-777- 0330,  ext.  201.  A  smarter  way  to  work!! 


almost  100%  of  incremental  property 
tax  receipts  generated  by  real  estate 
reassessments.  In  short,  whatever  the 
agency  did  to  improve  the  neighbor- 
hood was  to  go  to  fund  the  agency's 
further  activities  in  Hollywood. 
It  hasn't  worked. 

In  the  late  1980s  Hollywood  was 
represented  by  Councilman  Michael 


Woo,  a  libera!  Democrat.  With  Woo 
urging  the  agency  on,  it  helped  bring 
in  the  Hollywood  Galaxy  shopping 
center  on  Hollywood  Boulevard, 
opened  in  1991  at  a  reported  cost  of 
$48  million.  Today  Hollywood  Gal- 
axy's 110,000  square  feet  of  retail 
space  sit  empty  except  for  a  six-screen 
movie  theater.  The  two  remaining 


Hollywood  subway  construction; 
beleaguered  coffee  shop 
owner  Doreet  Hakman  (left) 
Starving  for  business. 


fast-food  outlets  closed  at  the  end  of 
February.  The  last  retail  tenant,  a  Sam 
Goody  music  store,  closed  early  this 
year,  after  the  primary  lender,  Citi- 
corp, foreclosed  on  the  developer. 

Another  redevelopment  brain- 
storm called  for  renovating  the  old  El 
Capitan  Building  with  its  famous  the- 
ater. This  was  foreclosed  on,  too. 

Wonder  why  these  projects  failed? 
Who  wants  to  shop  in  an  area  infested 
with  drugged-out  kids  and  threaten- 
ing panhandlers? 

Councilman  Woo  ran  for  mayor  and 
lost,  and  was  replaced  by  another  liber- 
al, Jackie  Goldberg,  under  whose  in- 
fluence a  needle  giveaway  group  hands 
out  free  syringes  to  the  drug  addicts. 

"If  you  throw  more  birdseed  on  the 
ground,  you'll  get  more  pigeons," 
says  Nudelman,  referring  to  the  bur- 
geoning welfare  handouts.  "They 
[the  homeless]  come  here  because  of 
the  [tourists],  but  they  stay  because  of 
all  the  [social]  services." 


60 


Forbes  ■  April  22,  1996 


As  I  See  It,  #29  in  a  series 
Greg  Gorman,  Photography 

Solarized  Colorization 
"Turn  It  On" 


THE  BOLD  LOOK 

KOHLER 

Sure,  there's  new  and  different  and  then  there's  our  revolutionary  BodySpa.™  Using  just  37  gallons  of 
water  (think  small  bath),  this  ingenious  bit  of  engineering  can  actually  generate  80  gallons  per  minute  of 
pure  massage.  What's  more,  you  control  the  power... from  invigorating  jets  to  drenching  waterfall.  So 
much  for  tension.  See  the  Yellow  Pages  for  a  Kohler®  Registered  Showroom.  For  product  literature,  send 
$8toKohlerCo.,Dept.  PX4, Kohler,  Wl  53044  or  call  1-800-220-2291,  ext.  PX4. 

Utility  and  Design  Patents  Pending  ©  1995  by  Kohler  Co. 


finally,  an  IRA 
you'll  appreciate 
for  what 
it  comes  with. 


Prudential  Securities^' 

Knowing    t>!  e  Investor" 


Many  IRAs  that  come  with  no  fee  also  come  with  no  advice.  But  a  Prudential  Securities  no 

ANNUAL  CUSTODIAL  FEE  IRA  IS  DIFFERENT.  WlTH  OUR  IRA  YOU'LL  GET  THE  SERVICES  OF  A  KNOWLEDGEABLE 


Financial  Advisor,  who'll  help  you  choose 


THE  INVESTMENT  OPTIONS  THAT  ARE  RIGHT  FOR 


you.  And  then  watch  to  make  sure  they  con 


now  there's  a  full-service 
brokerage  firm  that  offers  a  no  annual 
custodial  fee  IRA. 


T1NUE  TO  MEET  YOUR  NEEDS.  JUST  MAKE  A  YEARLY  CONTRIBUTION  OF  AT  LEAST  $250.  THEN  THERE'LL  BE 
NO  CUSTODIAL  FEE  TO  PAY.  WHICH  MEANS  YOU  CAN  HAVE  EVEN  MORE  MONEY  WORKING  FOR  YOUR  RETIREMENT. 


Because  we  know  what  matters  to  you,  we 


CAN  PROVIDE  A  NO-FEE  IRA  PROGRAM  THAT  HELPS 


YOU   MEET  YOUR   RETIREMENT  GOALS.   FOR  MORE 


INFORMATION,  CALL  YOUR  FINANCIAL  ADVISOR  OR 


1-800-654-5454  EXT.  400  TODAY. 


and 
what 


it 


doesn't. 


For  Period:  1995 


ACTIVITY 


IRA  ACTIVITY  HIGHLIG 


Account  #:  23651-00 
1 
i 


YEAR  TO  D/ 


Custodial  Fee. 
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hltp://www.  pruscc.com 
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5  LEFT: 

g  Near-empty 

|  Hollywood  Galaxy 

1  BELOW: 

Developer  Gerald 
Schneiderman 
"We're  trying  to 
reclaim  Hollywood 
from  the  bums." 
And  the 
politicians. 


Los  Angeles  Mayor  Richard  Rior- 
dan  has  recently  made  the  rehabilita- 
tion of  Hollywood  a  cornerstone  of 
his  strategy  to  revitalize  Los  Angeles' 
economy.  But  Riordan,'  too,  shares 
some  of  the  blame  for  the  grunge, 
which  has  continued  under  his  ad- 
ministration. Riordan,  for  instance, 
stood  on  the  sidelines  while  the  city 
approved  a  controversial  new  mental 
health  center  in  Hollywood,  across 
the  street  from  a  private  school. 

When  the  United  Artists  theater 
chain  proposed  a  high-end  retail  devel- 
opment surrounding  its  historic — and 


defunct — Egyptian  Theater  on  Holly- 
wood Boulevard,  Riordan's  predeces- 
sors in  the  Tom  Bradley  administra- 
tion required  it  to  include  low-income 
housing  as  a  condition  of  the  project's 
approval.  The  theater  chain  threw  in 
the  towel.  "United  Artists  said,  'This 
is  ridiculous,'  "  recalls  Leron  Gubler, 
executive  director  of  the  Hollywood 
Chamber  of  Commerce. 

Meanwhile,  Los  Angeles'  Metropol- 
itan Transportation  Authority  has  been 
tunneling  beneath  Hollywood  Boule- 
vard for  its  infamous  Red  Line  subway, 
meant  to  put  central  parts  of  Los  Ange- 


les back  into  high  gear  ( FORBES,  Dec.  4, 
1995).  The  mta's  digging  has  caused 
the  street  to  sink  as  much  as  7  inches 
outside  Musso  &  Frank's  Grill, 
Hollywood's  historic  restaurant. 

Things  have  gotten  so  contentious 
that  several  ad  hoc  groups  have  sprung 
up  to  fight  the  city.  Hollywood  Dam- 
age Control  &  Recovery  Inc.,  run  by 
developer  Gerald  Schneiderman,  has  a 
staff  of  12  employees  and  a  budget  of 
over  $600,000.  It  claims  to  represent 
2,000  businesses  and  serves  as  a  gadfly 
to  government.  It  pressed  for  a  mass 
propertv  reassessment  that  lowered 
taxes  on  107  parcels  by  some 
$31 1,000,  taking  a  small  but  symbol- 
ic chunk  out  of  the  CRA's  revenues. 

When  Councilwoman  Goldberg 
held  a  hearing  last  August  to  discuss 
opening  a  "homeless  access  center" 
in  Hollywood,  Schneiderman's  oper- 
atives threatened  the  potential  cen- 
ter's landlord  with  a  lawsuit  if  he- 
leased  the  building  to  the  city.  The 
landlord  pulled  it  off  the  market. 

When  Goldberg  organized  a  nee- 
dle giveaway  in  front  of  an  elementary 
school,  Schneiderman's  group  had 
volunteers  with  cameras  snapping 
photos  of  the  junkies  who  showed  up. 

"We're  trying  to  reclaim  Holly- 
wood from  the  bums,"  says  Schnei- 
derman, well  aware  that  his  first  task  is 
to  reclaim  it  from  the  politicians,  wm 
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TIME 


«I  know  what  time  is,»  said  Augustine  of 
Hippo,  (5th  century  philosopher).  «But  if 
someone  asks  me,  I  cannot  tell  them.» 

The  meanings  of  time  boggle  the  mind. 
Personal  and  global.  Abstract  and  concrete. 
A  picosecond  and  eternity.  A  lifetime. 

The  precipices  of  Monument  Valley  are 
said  to  be  «time  worn.»  And  yet  any  earthy 
geological  era  is  but  a  blink  in  the  time 
frame  of  the  universe. 


As  a  species  we  are  obsessed  by  marking 
and  measuring  time. 

It  is  why  Stonehenge  was  built;  it  is  what 
consumes  the  brain  of  our  most  brilliant 
astrophysicist.  (And  should  he  prove  that 
in  the  black  holes  of  space,  time  travels 
backwards... what  then?) 

Time  is  our  most  precious  commodity. 
Perhaps  this  is  why  the  making  of  a  fine 
watch  is  said  to  be  a  «time-honored»  craft. 


Concord  Saratoga  "  men s 
watch  Case  and  bracelet 
in  solid  stainless  steel  and 
18  karat  gold  Swiss  quartz 
Water-resistant  to  jO  meters. 
Also  available  for  women. 


macys 

BULLDCK'S 

1-800-622-9748 


CONCORD, 

Watchmakers  Since  1908 

SWISS 


Pete  Sampras.  The  youngest  male  to 
win  the  U.S.  Open.  Now,  the  first 
American  male  to  win  three  con- 
secutive Wimbledon  titles. 
Said  The  New  York  Times  of  Sampras: 
"It's  just  possible  we  have  a  latter  day 
classic  on  our  hands." 


THE  ART  OF  PERFORMANCE:  THE  MAKING  OF  A  LEGENDARY  CLASSIC. 


The  Movado  Museum 
Watch  is  in  the 
permanent  collections 
of  museums  around 
the  world. 

Staatliches  Museum 
fiir  angewandte  Kunst 
Neue  Sammlung, 
Munich,  Germany 

Museum  Moderne  Kunst 
Vienna,  Austria 

Museo  de  Arte  Moderno 
Bogota,  Colombia 

Museum  Boymans-van 
Beuningen,  Rotterdam, 
The  Netherlands 

Museo  de  Arte 
Contemporaneo 
Caracas,  Venezuela 

Finnish  Museum  of 
Horology  Espool, 
Helsinki,  Finland 

Sezon  Museum  of  Art 
Tokyo,  Japan 

Kunstindustri-museets 
B  i  i  led  bog, 

Copenhagen,  Denmark 

Musee  International 

d'Horlogerie 

La  Chaux-de-Fonds, 

Switzerland 

Museo  de  Bellas  Artes 
Bilbao,  Spain 

Design  Museum 
London,  England 

Kawasaki  City  Museum 
Kawasaki,  Japan 

Victoria  and  Albert 
Museum 

London,  England 

Museum  Ludwig 
Cologne,  Germany 


FINE  JEWELERS  SINCE  1914 

Dallas  214-369-3221  •  Houston  •  San  Antonio 

®  BAILEY  BANKS  &  BIDDLE 

WORLD  RENOWNED  JEWELERS  SINCE  1832 


The  Museum  Olympian™  Watch. 
Boldly  sculpted  stainless  steel  case 
and  sport  bracelet  with  T8  karat  gold 
micron  finish  interlinks.  Swiss  quartz. 
Water-resistant.  His  or  hers,  $950. 

MOVADO 

The  Museum. Watch. 

SWISS 


Economists  should  get  their  noses  out  of  abstruse 
mathematics  and  dirty  their  hands  in  political  problems, 
says  an  eminent  writer  on  the  subject. 

Dismal  days  for 
the  dismal  science 

A  chat  with  Robert  Heilbroner  bv  Dana  Wechsler  Linden 


Robert  Heilbroner,  the  eminent 
historian  of  economic  thought,  has 
some  harsh  words  for  his  chosen  pro- 
fession. Current  economic  theory,  he 
says,  has  attained  "a  degree  of  unreali- 
ty that  can  be  matched  only  by  medi- 
eval scholasticism." 

Heilbroner,  77,  is  the  author  of 
more  than  20  books,  including  that 
still-in-print  classic  The  Worldly  Phi- 
losophers (3  million  copies  sold  since 


Renowned  author  Robert  Heilbroner 
His  new  book  decries  the  sterility 
and  fractious  state 
of  modern  economics. 


1953).  He  has  written  a  new  book, 
this  time  in  partnership  with  fellow 
economist  William  Milberg,  entitled 
The  Crisis  of  Vision  in  Modern  Eco- 
nomic Thought  (Cambridge  Universi- 
ty Press:  $14.95,  paperback). 


We  interviewed  him  over  lunch 
near  his  office  at  Manhattan's  New 
School  for  Social  Research. 
Heilbroner:  Economics  is  in  retreat 
from  political  reality.  It's  embracing 
mathematics  and  elaborate  models, 
[resulting  in]  an  enormous  loss  of 
relevance. 

Do  you  know  that  graduate  school 
applications  in  economics  are  off  50% 
in  the  last  20  years?  Why?  Have  you 
looked  at  an  issue  of  the  American 
Economic  Review  lately?  It's  just  ab- 
struse formulas.  Angels  dancing  on 
the  head  of  a  pin. 

Forbes:  Some  20  years  ago 
Nobel  laureate  economist  Robert 
Solow  pronounced  that  economic 
1  theory  was  "now  complete,'"  and 

Richard  Nixon  said,  "We're  all 
|  Keynesians  now."  Is  that  no 
-  longer  true? 
Keynesianism  was  the  economics  of 
the  world  from  around  1940  through 
the  1970s,  but  in  the  1960s  and 
1970s  came  this  extraordinary  and 
quite  unexpected  inflation.  And  that 
took  the  bloom  off  the  [Keynesian] 
rose.  The  Keynesian  schema,  which 
had  tremendously  wide  acceptance, 
had  no  theory  of  inflation. 

Since  then,  no  new  view  that  any- 
one can  agree  on  has  emerged,  and 
there  has  been  a  vacuum  in  terms  of  a 
defining  picture  of  what  the  hell  eco- 
nomics is. 

In  the  history  of  economic  thought 
there  has  never  been  such  a  prolonged 
period  of  intellectual  disagreement. 
Who  needs  economists  anyway? 
Keynes  said  they  should  be  about  as 
important  to  society  as  dentists. 
Economics  basically  is  an  explanation 
system  for  the  world  in  which  we  live. 
Economists  can  make  that  world 
clearer.  Keynes  and  Alfred  Marshall 
and  Adam  Smith  taught  us  how  the 
market  system  works. 
You're  saying  that  economists  no 
longer  help  us  answer  these  funda- 
mental questions.  Like  what? 
What  are  the  big  questions  today? 
People  say  if  you  don't  watch  it,  the 
public  sector  crowds  out  the  private 
sector,  and  that's  bad.  But  is  it?  It 
depends  on  what  public-sector  activi- 
ty crowds  out  which  private-sector 
activity.  If  a  public  health  program 
crow  ded  out  one  more  Disneyland,  I 
\\  ( )iild  not  call  that  a  national  tragedy. 
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ncompromisin 


ESI  JL/1KC 


At  Nikko  Hotels  throughout 
North  America,  you  will  experience  the 
incomparable  services  and  amenities 
of  a  world-class  luxury  hotel.  You  will 
also  find  a  dedicated  staff  committed  to 
excellence. ..anticipating  and  exceeding 
the  needs  of  the  business  traveler. 


Spacious  rooms  designed  for  the  business 
traveler.  Voice  mail,  dataports,  many  with 
in-room  fax  machines.  A  fully  equipped 
Executive  Business  Center  with  computers, 
printers. ..everything  to  rival  your  own  office  and  available  whenever  you 
need  it.  Even  a  state-of-the-art  Fitness  Center.  All  with  the 
hospitality  and  attention  to  detail  that  has  become  a  Nikko  tradition. 


Nikko  Hotels.  An  uncomplicated 
approach  to  luxury.  In  North  America's 
most  dynamic  cities,  the  uncompromising 
choice  for  the  business  traveler. 


nikko  hotels  international 

SIMPLY  EVERYTHING.  SIMPLY. 

For  reservations  at  any  Nikko  Hotel  call  your  travel  professional  or  1 .800. NIKKO. US. 
Or  simply  fax  your  reservation  to  1 .800.544.4455. 

Over  40  Nikko  Hotels  worldwide 
In  North  America:  New  York  (Essex  House)  •  Atlanta  •  Chicago  •  San  Francisco  •  Los  Angeles  •  Honolulu  (llikm)  •  Mexico  City 


On  the  contrary.  But  that  kind  of 
question  is  not  raised  by  modern  eco- 
nomic theory. 

Professor,  you  might  not  like 
Disneyland,  but  many  millions 
of  Americans  and  foreigners  do. 

That's  right,  but  you're  assuming  that 
the  market  is  the  supreme  arbiter  of 
what  should  be  done  for  a  social  order 
as  a  whole.  Capitalism  is  more  than  a 
market  economy.  It's  a  society.  And 
like  all  societies,  its  values  are  of  su- 
preme importance. 
You  don't  think  the  market 
should  decide  these  matters, 
do  you? 

There  is  a  tacit  understanding 
among  the  great  majority  of  econo- 
mists that  economic  priorities  of  the 
private  sector  always  take  prece- 
dence over  those  of  the  public  sec- 
tor. I  think  that's  a  great  mistake,  not 
because  I'm  such  a  great  admirer  of 
the  public  sector,  but  because  with- 
out a  legitimate  public  sector,  mod- 
ern-day capitalism  will  not  function 
effectively. 

Even  Adam  Smith  said  that  there 
are  three  duties  for  government. 
There  is  the  defense  of  the  nation, 
and  the  provision  of  justice.  The  third 
duty  is  to  erect  public  works  and 
public  institutions,  which  a  private 
individual  or  a  group  of  individuals 

"In  the  history  of  economic 
thought  there  has  never  been 
such  a  prolonged  period  of 
intellectual  disagreement." 

would  never  erect  because  the  profit 
will  not  repav  the  expense.  Neverthe- 
less, these  are  good  investments  for  a 
great  society.  We  call  it  infrastructure. 

So  there  is  a  role  for  government  as 
the  provider  of  public  capital.  Which 
means  that  government  is  a  necessary 
part  of  a  successful  capitalism. 
Are  you  talking  about  politics 
now  or  economics? 
The  [economics]  profession  takes  the 
word  "political"  as  an  insult,  but  you 
cannot  have  a  nonpolitical  econom- 
ics. The  economist's  job  is  to  help 
people  understand  the  workings  of 
capitalism.  Instead,  economists  re- 
treat into  those  absurd  models  like 
rational    expectations    and  choice 
theories.  H 
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MILLER  BREWING 
ON  THEIR  LARGEST 
CORPORATE  MERGER. 


Vice  President  of  Marketing,  Miller  B 


"In  today's  climate  of  ever  increasing 
competitiveness,  it's  gratifying  for  me  to  see  so 
many  companies  merging  their  time,  effort  and 
resources  for  UCP  —  United  Cerebral  Palsy." 

"For  nearly  50  years,  UCP  has  been  creating 
opportunities  for  people  with  disabilities.  Working 
with  them  to  realize  their  full  potential." 

"Here  at  Miller,  we've  been  a  partner  of 
UCP  since  1981  —  longer  than  any  other  corporate 
sponsor.  And  year  in,  year  out  it's  been  a  beneficial 


partnership  for  both  of  us.  Our  annual  holiday 
drive  not  only  benefits  UCP,  but  also  increases 
sales  for  us,  our  distributors  and  our  customers. 
Equally  important,  it  makes  our  employees  feel 
good  about  working  at  Miller." 

"That's  why  my  support  for  UCP  keeps 
growing  and  growing.  Just  like  their  roster  of 
corporate  partners.  Call  today  and  see  how  your 
company  can  get  involved  in  a  mutually  beneficial 
relationship  with  UCP." 


ucp 

You  see  people.  We  see  promise. 


FOR  MORE  INFORMATION  ON  BECOMING  A  CORPORATE  SPONSOR,  CALL  1-800-944-4UCP 


Sponsored  by  the  UCP  Volunteer  Corporate  Advisory  Committee 


Our  new  dream  team 
will  revolutionize  the 
concept  of  international 
understanding. 


Deutsche  Telekom,  France 
Telecom  and  America's  Sprint 
have  banded  together  in  a  glob- 
al alliance  unlike  any  other. 
For  customers  whose  commu- 
nications needs  are  global, 
this  alliance  offers  customized, 
cutting-edge  performance 
through  information  networks 
worldwide. 


Nowadays,  more  and  more 
companies  aren't  just  selling 
worldwide,  they're  also  devel- 
oping, purchasing  and  manu- 
facturing from  a  number  of 
different  bases.  No  wonder  the 
need  for  international  commu- 
nications solutions  is  in  the 
middle  of  a  mighty  growth  spurt. 
To  give  these  businesses  what 
they  need,  we  have  shaped 
a  unique  alliance  pooling  Euro- 
pean and  American  telecom- 
munications resources. 

"Together,  Deutsche 
Telekom,  France  Telecom 
and  Sprint  form  what  is 
probably  the  strongest  alli- 
ance in  the  world." 
But  don't  take  our  word  for  it. 
That's  what  the  Massachusetts- 
based  Forrester  Research 
Institute  had  to  say  about  our 
alliance.  The  Institute  points  to 
our  common  vision,  versatile 
portfolio,  virtually  full-coverage 
service  and  vast  experience  in 
network  technology.  In  other 
words,  our  telecom  triumvirate 
is  a  promise  of  professionalism 
and  integrated  expertise  sec- 
ond to  none.  From  day  one, 
some  2, 1 00  specialists  in  50 
plus  countries  will  be  putting 
their  unparalleled  prowess  in 
building  round-the-world  net- 
works at  the  service  of  custom- 
ers faced  with  global  communi- 
cations challenges. 


Joining  forces  in  the  name  of 
customers  everywhere. 

Together  with  France  Telecom, 
we've  set  our  sights  on  revolu- 
tionizing the  quality  of  interna- 
tional communications  products 
in  the  world's  biggest  common 
marketplace:  the  European 
Union.  France  Telecom  can 
point  to  virtuoso  performance 
and  many  years'  expertise  in 
the  field  of  global  data  services. 
A  player  in  all  major  markets 
across  the  globe,  Deutsche 
Telekom  not  only  boasts  the 
densest  fiber  optics  network  in 
Europe,  but  can  also  point  to 
satellite  capacity  from  all  lead- 
ing operators  and  topnotch 
connections  to  Eastern  Europe 
in  particular.  By  hooking  up 
with  Sprint,  we  are  now  adding 
a  truly  global  dimension  to  this 
spirit  of  partnership. 

What  our  teamwork  means  for 
American  businesses  is  an 
excellent  line  into  the  biggest 
common  market  in  the  world, 
the  EU,  plus  strong  links  to  the 
up-and-coming  nations  of 
Eastern  Europe  and  the  CIS. 

Deutsche  Telekom: 
Innovating  the  future  -  for 
you,  too. 

We  are  Europe's  No.  1  telecom- 
munications company  and  the 
second-largest  network  oper- 
ator in  the  world.  In  Germany 
our  ISDN  network  counts  as 
the  most  advanced,  our  fiber 
optic  network  as  the  densest 
and  our  broadband  cable  net- 
work as  the  most  extensive  - 
and  all  three  are  accessible  on 
the  world's  most  sophisticated 
Infobahn.  These  resources  - 
not  to  mention  the  synergies 
generated  by  our  globe-span- 
ning consortium  -  can  be  a 
boon  for  your  company,  too. 


Europe's  No.  1  in 
telecommunications. 


Deutsche 
Telekom 


I 


Charles  Schwab  has  ridden  the  bull  market 
to  a  splendid  present,  but  its  future  is 
in  boomer  retirements. 


I  Doit 
yourself 


By  Tim  W.  Ferguson 


"THE  OLDER  GENERATIONS  have  a  lot 
of  relationships  [with  brokers  and 
other  financial  professionals]  already 
settled,  but  the  newer  ones  are  in 
flux,'''  says  Charles  Schwab.  That's  a 
lot  of  flux.  With  savings  rates  rising 
and  more  Americans  managing  their 
own  pension  fund  money,  this  pio- 
neering discount  broker  senses  mil- 
lions of  investors  uncommitted  to  any 
investment  house.  How  many?  May- 
be 35  million  households.  In  1992 
only  31 .6%  of  boomers  had  brokerage 
accounts,  according  to  the  New  York 
Stock  Exchange. 

After  blowout  gains  in  the  five-vear- 


Charles  Schwab,  founder  and  chief  executive  officer 

"An  intelligent,  self-reliant  person  doesn't  want  to  be  in  a  closed  architecture." 
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f\\  I^Tl   ^e  ta^e  *ne  finest  materials,  then  create  the  world's  finest  shoes.  A  wide 

range  of  styles,  sizes  5  to  18,  widths  AAAA  to  EEE.  Shoes  so  well 
made,  we  can  even  recraft  them.  Allen-Edmonds,  a  perfect  candidate 
for  any  voter.  For  a  catalog  and  nearest  dealer,  call  1-800-235-2348. 

For  All    Walks  of  Life"'  http://www.alienedmonds.com  Made  in   the   USA  (MFB) 


Esmonds 


COMPETITION 

S  A  LOT  LIKE 

COD  LIVER  OIL. 

FIRST  IT  MAKES  YOU  SICK. 

THEN  IT 


TTER 


good.  It's  how  products  get  better,  faster,  cheaper.  It's  how 
companies  stay  hungry,  nimble,  focused.  It's  why  we're  investing 
billions  of  dollars  to  build  the  most  advanced  production  facilities 
for  microprocessors  in  the  world.  Because  a  funny  thing  happens 
when  competition  gives  people  a  choice.  Everybody  gets  better. 


State-of-the-art. 

AMD's 
advanced 
technology 
and  facilities 
mean  we're 
building 
the  next 
generation  of 
chips  at  very 
affordable 
prices. 


AMDtl 

Am5x86-P75 


Speed  on  sale. 

At  133  MHz. 
our  Am5x86 
microprocessor 
is  the  high 
performance, 
low  cost 

It  isn't  always  fun,  but  at  AMD  we  believe  that  competition  is  choice  for 


running 
Windows  and 
Windows  95. 


AMDCH 

Run  with  it. 


For  more  information:  1-800-222-9323    Internet:  http://www.amd.com 
©  1996  Advanced  Micro  Devices.  Inc.  AMD  and  the  AMD  logo  are  registered  trademarks  and  Run  with  it  is  a  trademark  of 
Advanced  Micro  Devices,  I nc  All  other  names  are  property  of  their  respective  holders 


old  bull  market,  Schwab's  San  Francis 
co-based  company,  though  only  22 
years  old,  is  w  ell  ensconced  now  among 
America's  top  five  brokerages,  with 
nearly  $200  billion  in  client  assets  (see 
table)  and  a  market  capitalization  for  its 
stock  of  $4  billion.  Schwab  says  you 
haven't  seen  anything  yet.  So  sure  is  he 
that  he  can  win  more  than  his  share  of 
the  self-directed  pension  market  still 
unspoken  for,  that  he  talks  of  quintu- 
pling Schwab  Corp.'s  customer  base 
over  the  next  decade,  from  2 
million  households  to  10 
million. 

Old  Wall  Street— the  tra- 
ditional brokers — has  held 
the  discounters,  Schwab  in- 
cluded, to  just  15%  of  the 
commission  business.  But  as 
nominal  commissions  fall  in 
the  discount  sector  especially, 
that  15%  badly  understates 
the  share  of  trading  volume. 
Schwab  and  odier  discount- 
ers, including  the  brokerage 
arm  of  rival  Fidelity  Invest- 
ments, aim  to  gain  more  ground  by 
wooing  the  new  investor.  Fidelity  just 
launched  a  $25  million  TV  ad  blitz 
stressing  its  offerings. 

The  middle-class  public  is  worried 
about  the  future.  About  paying  for 
the  kids'  college,  the  parents'  nursing 
homes,  their  own  not-so-distant  re- 
tirement. Skeptical  about  Social  Secu- 
rity, the  whole  baby  boom  generation 
has  suddenly  become  very  nest  egg 
conscious  (see  box,  p.  80).  At  the  same 
time,  employers  are  giving  employees 
more  control  over  their  pension 
funds.  There  is  even  talk  about  priva- 
tizing at  least  part  of  Social  Security. 

Who  is  best  positioned  to  move  on 
the  new  investor?  Some  would  say  the 
full-service  brokers  are,  with  their 
"■highly  trained  professionals"  willing 
and  able  to  dispense  investment  ad- 
vice to  the  financially  unlettered. 

Aren't  the  discounters,  with  order 
takers  rather  than  salespeople,  at  a 
disadvantage  there?  Chuck  Schwab 
shakes  his  head.  No,  he  says,  he  isn't  at 
a  disadvantage. 

"It's  the  same  game,  the  same  flaw 
as  in  Apple  [Computer],"  he  says  of 
the  full-service  firms.  "They  were  a 
closed  architecture.  They  contained 
things.  They  got  a  higher  price  on 
their  PCs,  a  higher  price  on  their  soft- 
ware. That  is  a  flawed  long-term  busi- 


ness strategy.  Ifwe  can  figure  out  how 
to  offer  our  customers  [investment] 
choices,  we  can  help  them  sort  it  out, 
and  we  will  have  a  great  business.  It 
may  not  be  for  everybody,  but  an 
intelligent,  self-reliant  person  doesn't 
want  to  be  in  a  closed  architecture. 
They're  too  smart  for  that." 

Schwab,  a  young-thinking  57,  talks 
like  that.  He  is,  after  all,  of  the  com- 
puter age  and  in  the  computer  age. 
But  what  he  means  is  very  clear:  He 


Muscling  in 

Brokerage 

1995  assets 

($bil) 

Merrill  Lynch 

$703.0 

Smith  Barney 

419.7 

Dean  Witter 

221.3 

PaineWebber 

216.3 

Charles  Schwab 

195.6* 

Fidelity  Brokerage 

181.0*t 

Prudential  Securities 

168.0 

'As  of  February  1996.  tOverall,  Fidelity  Investments 
has  $620  billion,  about  half  from  its  retirement  services. 


Schwab  and 
Fidelity  now 
rank  among  Wall 
Street's  biggest 
firms  when 
measured 
by  total 
client  assets. 


plans  to  go  after  the  new  investor  by 
offering  him  a  wider  range  of  choices 
than  the  full-service  firms  can.  In  his 
vocabulary  the  full-service  broker  is 
closed  architecture;  his  firm  is  the 
open  architecture. 

Schwab's  heavily  advertised  One 
Source  mutual  fund  service  is  open 
architecture.  It  offers  not  just  in- 
house  mutual  funds,  but  also  380 
different  no-loads.  Doubling  in  assets 
in  1995  alone  (to  $28  billion  now), 
One  Source  is  the  fastest-growing 
element  of  a  company  that,  in  client 
asset  terms,  has  swelled  at  a  43% 
compound  annual  rate  since  1990. 

One  Source  eases  the  rub  in  buying 
many  no-load  mutual  funds,  namely 
the  awkward  dance  with  the  fund 
company.  "To  buy  a  fund,"  Schwab 
says,  harking  back  to  the  days  before 
he  and  other  discounters  introduced 
fund  supermarkets,  "you  had  to  write 
or  call  [the  fund  distributor].  On  Day 
Six  you'd  get  a  prospectus.  On  Day 
Seven  or  Fight  you  call  up,  and  they 
say  you've  got  to  put  in  the  money.  If 
you're  lucky,  by  Day  Ten  you've 
bought  it.  Multiply  that  by  the  four  or 
five  other  funds  you  saw  in  FORBES 
that  month  and  were  going  to  buy. 

"It  was  even  more  cumbersome 
when  you  redeemed.  You  had  to  send 
a  notarized  redemption  form.  We 


brought  all  this  into  modern  times." 
With  One  Source,  it's  all  done  for  the 
Schwab  customer  with  one  telephone 
call  or,  for  the  computer  literate,  an 
entry   using   Schwab's  StreetSmart 
software.  That's  it,  and  there's  no 
charge  for  the  service.  Schwab  gets  its 
recompense  by  charging  the  fund  an 
annual  fee  of  25  cents  to  35  cents  for 
even'  $100  of  assets  under  manage- 
ment. For  their  part,  the  funds  and 
fund  families  get  added  sales  and  co- 
operative advertising  with 
Schwab  and  its  valued  im- 
primatur. And  the  fund  can 
off-load  onto  Schwab  the 
transactional  and  other  rec- 
ord-keeping headaches, 
taking  advantage  of  the 
$200  million  a  year  Schwab 
is  investing  in  computers, 
communications  and 
branch  offices. 

With  their  higher  cost- 
structure,  their  commis- 
sioned brokers  and  in- 
house  mutual  funds,  the 
full-service  brokers  can  scarcely  afford 
to  trade  mutual  funds  without  impos- 
ing direct  charges  on  the  consumer. 
Industry  leader  Merrill  Lynch, 
though  it  provides  access  to  1,000 
mutual  funds,  still  lacks  a  no-load. 

Mutual  funds  matter.  The)'  have 
risen  from  2%  to  6%  of  total  U.S. 
household  financial  assets.  Mean- 
while, the  way  they're  sold  has 
changed,  too.  In  1985  less  than  23% 
of  stock-and-bond  mutual  funds  was 
sold  through  direct  marketing,  the 
remaining  77%  being  sold  through 
brokers  or  well-compensated  sales- 
people. By  1995  the  direct-marketed 
share  had  almost  reached  37%,  and 
that  share  is  increasing  again  this  year. 

Spending  millions  on  what  Schwab 
calls  a  "seamless  interface"  with  most 
of  the  top  fund  companies  is  one  of 
the  ways  his  firm  attracts  the  growing 
number  of  people  who  possess  at  least 
some  financial  sophistication  and  are 
prepared  to  make  their  own  invest- 
ment decisions.  "[Schwab]  will  op- 
portunistically provide  products  that 
make  their  economics  work,"  says 
Guy  Moszkowski,  of  the  investment- 
research  firm  Sanford  C.  Bernstein. 

But  Schwab  and  Fidelity  recognize 
that  not  all  of  the  new  investors  feel 
comfortable  making  their  own 
choices,  so  they've  set  up  links  to 
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v06Y  HAS 


9HB  After  years  of  making  some  of  the  best  televisions  in  the  industry,  we  did  the  only  logical  thing. 

I  % 
r  £    We  stopped.  You  see,  televisions  as  we  know  them  are  a  dying  breed.  Soon,  everything  in  your  home  will  be 

%  M*t  #    controlled  by  a  computer  system.  With  a  monitor  thin  enough  to  hang  on  your  wall,  you'll  be  able  to  change 

^Nis^jp'   the  room  temperature.  You'll  be  able  to  talk  with  your  friends,  face  to  face.  And,  yes,  you'll  still  be  able  to  catch 

your  favorite  episode  of  Star  Trek. 

At  NEC,  this  technology  is  quickly  becoming  a  reality.  We're  pioneering  flat  screen  monitors  and  expanding  our  global  satellite 

communication  networks.  We're  even  designing  microprocessors  that  can  run  a  multimedia  system  this  complex.  Just  call  1-800-338- 

9549.  We'd  be  happy  to  answer  any  questions  you  have  about  the  computer  and  communication  products  we  continue  to  make. 


Visit  our  new  web  site  at  http://www.nec.com  SEE,  HEAR  AND  FEEL  THE  DIFFERENCE: 


See,  Hear  and  Feel  the  Difference  is  a  trademark  of  NEC  Technologies,  Inc.  ©1995  NEC  Corporation 


outside  advisers.  (Another  favorite  of 
the  savings-minded,  Vanguard 
Group,  now  says  it  will  offer  advice, 
but  in-house.)  Almost  half  the  money 
flowing  into  One  Source  is  from 
Schwab's  linkup  with  5,500  indepen- 
dent financial  planners  who  can  trade 
through  One  Source  and  have  the 
brokerage  take  care  of  their  account 
paperwork  flow.  The  planners  cut 
their  overhead;  Schwab  gets  the  fees 
the  funds  pay. 

This  army  of  advisers  now  pouring 
money  into  Schwab  is  a  big  reason 
why  Arthur  (Arch)  Urciuoli,  senior 
vice  president  for  retail  marketing  at 
Merrill  Lynch,  now  sees  Schwab  as  a 
much  more  potent  adversary  than 
when  it  was  just  competing  for  com- 
mission business.  "We  don't  compete 
with  the  discounters,"  says  Urciuoli. 
"We  do  compete  with  Schwab.  They 
have  essentially  built  a  Merrill  Lynch 
by  proxy."  While  Merrill  mobilizes 
13,427  retail  brokers,  Schwab  calls 
upon  its  5,500  independent  planners 
to  act  as  part  of  its  sales  force. 

To  grow  by  700,000  accounts  a 
year  requires  splash  and  dash,  and 


Chuck  Schwab  is  a  master  promoter 
and  product  designer.  One  Source  is 
front  and  center,  but  there's  also  the 
Schwab  500  program  for  more  than 
25,000  big-time  traders.  Its  special 
broker  squads  use  souped-up  com- 
puters to  flag  client  requests  and  exe- 
cute complex  orders.  For  example, 
suppose  many  Schwab  500  clients 

With  5,500  outside  advisers, 
says  Merrill's  Urciuoli, 
"they  have  essentially  built  a 
Merrill  Lynch  by  proxy." 

hold  Motorola  shares  and  want  to  be 
notified  when  any  information  hits 
the  wires  on  the  company.  The  broker 
can  program  the  clients'  requests  into 
the  computer,  which  then  sends  a 
group  fax  to  all  of  those  investors.  Not 
your  father's  discount  broker. 

Also  at  the  sophisticated  end  are 
TeleBroker  and  e. Schwab,  which 
convert  key  punches  to  capital  shifts. 
Electronic  links  are  far  more  than  a 
gimmick.  They're  central  to  Schwab's 


vision  of  a  reordered  investment 
world  in  which  knowledge  is  instantly 
shared,  trading  power  is  dispersed  and 
delivery  channels  for  related  product 
are  cleared.  "It's  going  to  be  a  big, 
powerful  movement  that  way — scary, 
in  some  ways,  because  it's  moving  so 
fast,"  Schwab  says.  Hence  Schwab's 
heavy  capital  spending.  Hence,  too, 
Fidelity's  fancy  new  $  1 00  million  pro- 
cessing center  at  Covington,  Ky. 

Of  course,  Merrill  and  the  other  big 
wire  houses  are  no  slouches  at  spend- 
ing on  computers.  In  fact,  the  differ- 
ences between  Schwab  and  Fidelity 
and  the  full-fee  brokerages  have 
blurred  as  those  firms  have  tried  to 
compete  with  lower  cost  arrange- 
ments. Merrill  Lvnch's  Asset  Power 
program,  for  example,  is  a  variation 
on  what's  often  called  a  wrap  account 
(Forbes,  June  22,  1992),  one  that 
allows  52  self-directed  equity  trades 
for  a  fixed  yearly  fee  cap  of  2.25%  of 
the  customer's  assets  under  manage- 
ment. Merrill  marketer  Urciuoli  says 
this  works  out  to  a  50%  to  70%  dis- 
count off  the  standard  commission. 

"You're  going  to  be  seeing  more  of 


A  Forbes  Best  Buy.  Again. 


Benham  GNMA  Income  Fund 


For  the  sixth  year  in  a  row,  Benham 
GNMA  Income  Fund  has  earned  a 
Best  Buy  rating  from  Forbes  magazine 
(February  12, 1996).  It  was  one  of 
three  out  of  56  GNMA  funds  honored 
for  low  costs  and  strong  risk-adjusted 
performance  for  the  five-year  period 
ended  12/31/95. 

The  Fund  invests  primarily  in 
high-quality  GNMA  certificates. 
It  seeks  high  current  income  while 
maximizing  long-term  total  returns. 


Average  Annual  Total  Returns — 1 2/31/95 


ONE  YEAR 


15.86% 


FIVE  YEARS 


TEN  YEARS 


8.61% 
8.93% 


Performance  is  historical  and  does  not  guarantee 
future  results. 


A  Four-Star  Rating 

Morningstar  has  awarded  the  Fund 
four  stars  for  its  historical  risk- 

adjusted  performance.  It  was  rated 
against  78, 56  and  30  government 
mortgage  funds  for  the  three,  five-, 
and  ten-year  periods  ended  12/31/95. 

No  Sales  Commissions 

The  Fund  is  true  no-load,  and  its  annual 
expenses  of  0.66%  are  well  below  the 
1.12%  average  for  comparable  funds 

(source:  Morningstar,  Inc.,  12/31/95). 


Call  1-800-331-8331 

□  The  Benham  Groups 

Part  of  theTwentieth  Century  Family  of  Mutual  Funds 

For  more  complete  information,  including  management  fees  and  expenses,  call  for  a  free  prospectus.  Please  read  it  carefully  before 
you  invest.  Share  price  and  yield  will  vary,  so  that  you  may  have  a  gain  or  loss  when  you  sell  shares.  The  Morningstar  rating,  which  may 
change  monthly,  is  calculated  from  the  Fund's  three-,  five-,  and  ten-year  average  annual  returns  in  excess  of  90-day  Treasury  bill  returns  with 
appropriate  fee  adjustments  and  a  risk  factor  that  reflects  Fund  performance  below  90-day  Treasury  bill  returns.  The  Fund  received  four-star  \ 
ratings  for  the  three-,  five-,  and  ten-year  periods  ended  12/31/95.  Ten  percent  of  the  funds  in  an  investment  category  receive  five  stars,  and 
22.5%  receive  four  stars  Benham  Distributors,  Inc.  M6FA 


Say  tke  word,  and  our  valets  will  clean  and  deliver  your  clotking  ky  morning,  if  it's  wrinkled,  tkey'll 
~ss  it  witk  equal  dispatck.  We  will  polisk  your  skoes  witk  a  virtuoso's  touck,  and  if  need  ke,  even  provide  ^.0' 
w  laces— all  witk  our  compliments.  And  our  room  service  ckefs  will  ensure  your  kreakfast    jp  ^ 
rives  well  kefore  your  5:30  a.m.  taxi.  In  tkis  value-conscious  era,  tked  emands  of  kusiness 
mand  notking  less.  For  reservations,  telepkone  your  travel  counselor  or  call  l-800"332"3442. 


Four  Seasons  •  Recent 
hotels  and  resorts 


our  oeasons 


♦  Regent.  Defining  the  art  of  service  at  40  hotels  in  1Q  countries. 


The  way  you  think  is  not  limited  by 
your  annual  billings,  or  the  number  of 
people  you  employ.  Nor  should  it  be.  If 
you  run  a  department  or  a  busi 
ness,  you  no  doubt  have 
ideas  about  how  to  make 
it  more  successful,  yet  most 
likely  are  facing  pressures  big- 
ger companies  aren't. 

Meet  Lotus  SmartSuite.® 
SmartSuite  is  all  the  software 
your  business  needs  to  stay  out 
in  front  of  your  competition. 
And  it's  so  easy  to  learn  that  you 
and  everyone  on 

\   *        y°ur  team  w^  be 

'"'^^^^^^j  List  it  111  no 

time.  (This  is  when 
you  should  begin  to 
All  the  feel  the  pressure  beginning 

software       to  subside.) 
a  business  SmartSuite  gives  you 

needs.  six  desktop  software  appli- 

cations, as  opposed  to  the  mere  four  that 
other  software  suites  give  you.  Included 
are  word  processing,  spreadsheets,  data- 
base management,  graphics,  calendaring 
and  scheduling  and  a  multimedia  tool. 
SmartSuite  also  allows  you  access  to 
the  Internet. 


The  fact  that  my 
com  pa  Mi  s  smaller 


The  results?  Well,  you  can  work 
faster  and  more  efficiently.  Plus,  because 
the  applications  in  SmartSuite 
are  completely  integrated,  your 
people  are  actually  working  together 
better.  Nice,  huh?  They'll  be  creating 
professional  correspondence,  financial 
statements,  graphic  sales  presentations, 
tracking  inventory,  organizing  daily 

schedules 
and  meet- 
ings  and 
publishing 
documents 
directly  to  the  World  Wide  Web. 

All  of  this  for  just  $149.*  Versions 
of  SmartSuite  are  available  for 
Windows®  95,  Windows  3.1  and  OS/2® 
and  SmartSuite  is  now  included  with 
Aptivaf  ThinkPad®  and  IBM®  PC  desk- 
tops as  well  as  select  Acerf  AST®  and 
Epson15  PCs. 

There's  a  lot  more  to  tell,  but  it's 
easier  to  just  start  using  it  and  see  for 
yourself.  For  your  free  Lotus  Gallery  CD 
complete  with  a  45  day  trial  version  of 
SmartSuite,  call  1-800-TRADE-UP,  ext. 
B629,  or  visit  us  on 
the  World  Wide  Web 
at  www.lotus.com. 


Lotus. 


Working  Tbgether* 


mda  call  1-800-GO-LOTUS.  "Upgrade  only.  ©1996  Lotus  Development  Corporation,  55  Cambridge  Parkway,  Cambridge,  MA  02142.  All  rights  reserved.  Lotus,  Working  Together,  Lotus 
>uite.  Approach,  Freelance  Graphics,  1-2- ^  and  Lotus  Organizer  are  registered  trademarks  and  Word  Pro  is  a  trademark  of  lotus  Development  Corporation.  Windows  is  a  registered  trademark 
rosoft  Corp.,  and  IBM,  OS/2,  Aptiva  and  ThinkPad  are  registered  trademarks  of  International  Business  Machines  Corp.  All  other  products  are  registered  under  their  respective  companies. 


that"  sort  of  price  flexibility,  Urciuoli 
promises,  most  likely  including  no- 
load  mutual  funds.  While  it's  never 
going  to  be  as  inexpensive  as  One 
Source,  it  offers  more  in  services,  ad- 
vice and  hand-holding.  Schwab  has 
made  big  strides  toward  familiarity  in 
its  broker-customer  phone  contacts, 
but  Merrill  still  speaks  of  a  "personal, 
emotional  bond"  between  client  and 
registered  rep.  Differences  remain. 

As  it  happens,  Merrill,  with  its  broadly 
diversified  underwriting,  money  man- 
agement and  investment  banking  oper- 
ations, is  less  dependent  on  commis- 
sions than  Schwab.  Although  Merrill's 
commissions  have  grown  by  12%  on  an 
annualized  basis,  Merrill's  brokers  ac- 
counted for  only  30%  of  all  the  firm's 
revenues  in  1995,  down  from  48%  in 
1974.  Schwab,  despite  its  steady  growth 
in  fees  from  One  Source,  still  counts  on 
commissions  and  transactions  for  70%  of 
revenues — not  so  good  if  and  when  a 
bear  market  arrives. 

The  full-service  firms  have  yet  an- 
other advantage.  Sometimes  broker- 
ages can  steal  a  beat  on  tying  up  the 
next  generation  through  estate  plan- 
ning. The  trick  is  to  sell  trusts  to 
parents  as  a  way  to  ensure  better 
management  of  the  bequest  than 
could  be  accomplished  by  adult  heirs 
(or  better  than  a  bank  would  perform 
in  the  same  capacity).  With  its  reluc- 
tance to  get  involved  in  expensive 
advice  giving  in  anything  that  can't  be 


automated,  Schwab  lags  in  estate 
planning.  Schwab  will  simply  refer  a 
caller  to  trust  services  elsewhere.. 

In  the  end  it  seems  to  get  back  to 
this:  Schwab  and,  to  a  lesser  degree, 
Fidelity  arc  still  for  investors  who 
know  their  own  minds,  can  read  and 
evaluate  a  modest  batch  of  material 
and  do  not  care  to  pay  for  services  they 
do  not  need  or  want. 

Feel  confident  enough  to  do  your 

Electronic  trading  "is  going 
to  be  a  big,  powerful 
movement — scary, 
in  some  ways." 

own  retirement  planning?  Schwab's 
got  a  new  software  kit  for  you.  It 
contains  a  cursory  "interview"  about 
resources  and  objectives,  followed  by 
referral  to  some  appropriate  funds 
from  the  One  Source  list.  The  pro- 
gram takes  at  face  value  the  custom- 
er's responses  when  asked  about  risk 
preferences,  planned  retirement  age 
and  spending,  current  savings  rates 
and  returns  on  existing  assets.  It 
doesn't  ask  about  real  estate  or  other 
physical  property  held,  or  about  life 
insurance,  nor  does  it  probe  your 
health,  the  stability  of  your  marriage 
or  other  factors  underlying  your  per- 
sonal goals.  Yet  these  nonfmancial 
things  matter  in  estate  planning  and 


in  retirement  planning. 

Which  is  why  the  Schwab  financial 
planner  tie-in  seems  a  natural.  The 
planners  bring  business  to  Schwab; 
they,  in  turn,  get  T.L.C.  treatment 
from  Schwab.  "In  terms  of  service,  it's 
unbelievable,"  says  Gregory  Heller,  a 
West  Los  Angeles  certified  financial 
planner  who  reaffiliated  with  Schwab 
late  last  year  after  trying  other  broker 
links.  Heller  says  Schwab's  traders 
have  directed  him  to  fixed-income 
yields  that  on  a  particular  day  were 
superior  to  what  his  intended  pur- 
chase would  have  done  for  a  client. 
Most  brokers,  he  says,  just  put 
through  the  order. 

For  many  smaller  mutual  funds 
with  good  performance  but  no  sales 
clout,  One  Source  and  the  Fidelity 
FundsNetwork  are  godsends,  too.  It 
gives  them  distribution  they  could 
never  afford  on  their  own,  and  lets 
some  stars,  such  as  the  Wasatch, 
Hotchkis  &  Wiley  and  Vontobel 
funds,  zoom  in  size. 

Longer  term,  Schwab  and  Fidelity 
would  seem  to  have  strong  advan- 
tages, for  with  their  high  degree  of 
automation  and  low  level  of  hand- 
holding  they  are  low-cost  providers  of 
investment  services.  Where  the  prod- 
ucts are  similar  and  consumer  infor- 
mation widely  disseminated,  conve- 
nient low-cost  providers  have  an 
edge.  "Help  yourself,"  says  Schwab. 
Investors  don't  mind  if  they  do.  M 


Boomer  bust? 

Before  counting  in- 
vestment chickens  from  the 
baby  boomer  generation, 
better  take  a  look  at  the  nest 
egg.  First,  there's  the  in- 
heritance coming  due.  An 
estimate  in  1993  from  a 
pair  of  Cornell  professors, 
widely  cited  as  $10.4  tril- 
lion, caused  much  excite- 
ment. One  of  the  pair, 
Robert  Avery  (now  at  the 
Federal  Reserve),  says 
that  the  number  reflects  pa- 
rental wealth,  not  the  ex- 
pected total  bequest.  The 
latter  figure,  says  Avery,  is 
less  than  $5  trillion,  or 
$65,000  per  boomer. 


And  even  that  is  in  1989 
dollars,  unadjusted  for  in- 
flation, and  the  gifts  are  to 
extend  to  the  year  2040. 
Plus,  it  doesn't  take  into  ac- 
count the  cost  of  dying, 
the  cost  of  long  stays  in 
nursing  homes  or  health 
care  costs  such  as  chemo- 
therapy or  surgery. 

But  let's  say  there's  $5 
trillion  up  for  grabs.  Fees 
and  commissions  running 
at  even  1%  of  that  would 
generate  $50  billion  in  fi- 
nancial services  income. 

And  even  if  they  don't 
get  a  w  indfall  from  their 
parents,  most  boomers 
needn't  fear  penury.  They 
are  as  affluent  a  lot  as  has 


come  down  the  pike.  Espe- 
cially does  this  seem  true 
for  the  earlv  wave — those 
turning  50  by  the  end  of 
the  millennium.  They  got 
first  jobs  and  homes  ahead 
of  the  wrenching  economic 
times  that  began  in  the 
mid-1970s,  and  their  in- 
comes— usually  two  to  a 
household — have  exceeded 
what  their  parents  earned 
at  comparable  ages. 

Two  recent  citations  of 
similar  data  by  John  Sabel- 
haus  and  Joyce  Manches- 
ter for  the  Urban  Institute 
and  Richard  Strauss  for 
Goldman,  Sachs  help  to  il- 
lustrate. Looking  at  aver- 
age wealth  of  the  parents  in 


1960  versus  the  boomers 
in  1989,  we  find  an  increase 
from  about  $29,000  to 
nearly  $44,500  (in  infla- 
tion-adjusted dollars). 
The  median  boomer  figure 
is  appreciably  higher, 
$54,200.  Boomers  are  big 
spenders,  but  they  don't 
spend  it  all. 

Not  surprisingly,  the 
greatest  wealth  enhance- 
ment took  place  in  the 
highest-income  quintile, 
where  it  more  than  dou- 
bled (to  a  $167,500  medi- 
an in  1989).  Those  are 
people  Schwab  would  love 
to  get  into  the  fold — and 
so  would  all  its  rivals. 
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Aon  Risk  Services 
Aon  Consulting  Worldwide 
Aon  Specialty  Group 
Aon  Re  Worldwide 


Unlock  the  power  of  Aon's 
specialized  knowledge  and 
worldwide  resources 


You  have  the  key  to  a  powerful  world  of 
insurance  and  consulting  solutions. 

When  you  call  on  Aon  for  your  full-service  rerail  insurance 
brokerage,  risk  management,  reinsurance  and  wholesale 
brokerage  or  consulting  services  needs,  you're  unlocking 
the  power  of  Aon  Group's  14,000  employees  in  more  than 
350  offices  around  the  world. 

You'll  have  access  to  our  full  range  of  expertise,  talented 
professionals,  interdependent  services,  and  local  market 
knowledge  worldwide — whatever  you  need,  wherever  and 
whenever  you  need  it. 

We've  been  building  this  organization  around  your  needs 
for  the  past  decade.  Today  we're  the  world's  second-largest 
and  fastest-growing  international  insurance  brokerage  and 
consulting  organization. 


Now  we're  ready  to  be  recognized  by  the  only  name  you 
need  to  know  for  innovative  insurance  and  consulting 
solutions  anywhere  in  the  world:  Aon. 

Therefore,  we've  changed  our  name  to  Aon  Group  from 
Rollins  Hudig  Hall  Group.  Our  retail  insurance  brokerage 
and  risk  management  business  is  now  Aon  Risk  Services, 
and  our  integrated  human  resources  and  benefits  consulting 
operation  is  now  Aon  Consulting  Worldwide.  These 
newly  named  operations  join  Aon  Specialty  Group  and 
Aon  Re  Worldwide  to  comprise  Aon  Group. 

From  now  on,  doing  business  with  Aon  is  your  key  to  the 
power  of  a  worldwide  interdependent  organization  built 
around  your  insurance  services  and  consulting  needs. 


Aon 


Aon  Group 


Once  a  little  upstate  New  York  phone  company, 
Frontier  Corp.  has  emerged  as  a  smart  player 
in  the  national  telecom  business. 

The  bundle? 


By  John  R.  Hayes 


Ronald  Bittner,  chief  executive  of  Frontier  Corp. 
Where  the  rest  of  the  phone  pack  wants  to  be. 


For  25  years  Frontier  Corp.  has 
been  anticipating  changes  in  the  tele- 
phone business  that  its  much  larger 
competitors  didn't  adopt  until  year* 
later.  Now  at  S2. 1  billion  in  revenues, 
Frontier  was  once  a  small  indepen- 
dent local  carrier  known  as  Rochester 
Telephone  Corp.  In  1971  it  was  the 
first  to  let  customers  plug  in  their  ow  n 
phones.  In  the  1980s  it  built  its  own 
long  distance  network. 

What's  Frontier  doing  now? 

In  a  word,  bundling. 
Bundling  is  a  marketing 
theory  other  phone  compa- 
nies talk  about.  It  means 
one-stop  shopping  for  ev- 
erything: local  service,  long 
distance,  cellular,  paging, 
videoconferencing,  Inter- 
net access,  maybe  even  ca- 
ble TV.  All  in  one  package, 
under  one  brand  name, 
with  one  monthly  bill. 

It"  the  advocates  of  bun- 
dling are  right,  the  practice 
will  ensure  a  degree  of  cus- 
tomer loyalty  against 
poaching  by  suppliers  of  in- 
dividual products  offering 
cheaper  prices. 

Bundling's  not  a  new 
idea,  but  until  Congress  de- 
regulated telecommunica- 
tions in  February,  the  rest 
of  the  phone  pack  could 
only  talk  about  it.  Frontier 
was  able  to  jump  the  gun 
because  as  an  independent 
it  wasn't  subject  to  the  legal 
restraints  that  prevented 
AT&T  and  the  regional  Bells 
from  competing  with  each 
other. 

Thus,  in  its  hometown 
Rochester,  N.Y.  market, 
Frontier  has  lined  up  25% 
of  the  long  distance  traffic. 
Until  the  bill  passed,  the 
Bell  companies  weren't  al- 
lowed to  be  in  both  local 
and  long  distance  in  the 
same  area.  Through  a  joint 
venture  with  Bell  Atlantic 
Nynex  Mobile,  Frontier 
has  over  half  the  Rochester 
cellular  market.  Since  a  De- 
cember 1995  rollout,  it's 
become  the  largest  local  In- 
ternet provider — with 
more  than  2,000  customers 
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Wild  Thing 

"Thanks  to  Roadway  Express,  our  shipment  is  sailing  the  oceans."  ^^^J 


The  murmur  of  blue 
The  gentle  rise  and  fall  of  the  bow.  The 
the  payoff  for  the  craftsmen  of  Ted 
on  the  ocean. 

When  Ted  Hood  needed  seven,  400-pound 
make  the  seventy-foot  yacht,  Wild  Thing, 
Hardwoods  of  Wilmington,  North  Carolina. 


Bill  and  Nancy  Mewborn 


Caribbean  seas  sliding  past  the  hull, 
wind  whistling  in  the  rigging.  This  is 
Hood  Yacht  Builders  -  a  work  of  art 


mahogany  beams  to 
they  turned  to  Olyve 


of  Olyve  have  supplied 
specialty  hardwoods  to  the  world's  leading  yacht  builders  for  years.  The  size  and 
weight  of  each  piece  made  it 


a  tough  loading  job, 


but  a 


challenge  Bill  knew  he  could  take  to  Roadway  Express. 


people  at 


Bill  called  John  Lomas,  the  sales  representative  at 
Roadway's  local  service  center.  John  suggested  a 
fk  way  to  package  and  load  the  beams.  Then  the 
Roadway  driver,  Pete  Andrews,  helped  load  and 
secure  the  beams  to  ensure  safe  transit.  Bill  said,  "The 

to  assist  us.  Thanks!" 


Roadway  went  out  of  their  way 


So  where  is  the  Wild  Thing? 
launched  and  offer  years  of 
the  new  owner. 


Reliable.  Responsive. 


Roadway  Express  blends  the 


most  efficient  network  with  the  best  work  force  in  the  industry 
to  deliver  exceptional  customer  service. 

Call  your  local  service  center  today  or  Roadway  toll-free  at .  .  . 

1-800-257-2837 

Also,  visit  our  web  site  @  http://www.roadway.com 


Almost  ready  to  be 
sailing  pleasure  to 


xceptional  Service 


No  Exceptions 


ROADWAY 

Express* 


Line  crew  from  Rochester  Telephone,  circa  1910 

Rochester  Telephone  drove  Bell  out  of  town  in  1921.  Last  year  it  invited  Bell's  successors — and  everyone  else — back  in. 


at  $24.95  a  month — a  small  but 
promising  product.  By  June  it  will  be 
set  up  to  fill  orders  for  videoconfer- 
encing. A  customer  can  take  all  these 
services  and  get  just  one  statement. 

Frontier's  chief  executive,  Ronald 
Bittner,  54,  is  a  33-year  company 
veteran.  Last  year  he  made  a  bold 
move:  He  voluntarily  opened  up  his 
local  service  monopoly  to  all  competi- 
tors. In  exchange,  his  regulators,  the 
New  York  State  Public  Service  Com- 
mission, gave  up  jurisdiction  over 
some  of  Frontier's  businesses,  includ- 
ing long  distance  and  wireless. 

Bittner  says  it's  a  great  swap.  Free  of 
New  York's  regulators,  now  he  can 
quickly  move  to  sell  bundled  products 
in  other  markets.  Last  year  Frontier 
merged  with  ALC  Communications, 
making  it  the  fifth-largest  long  dis- 
tance carrier  in  the  country.  Earlier  it 


expanded  beyond  the  Rochester  area 
by  buying  33  local  telephone  compa- 
nies in  13  states.  Bittner  hopes  to 
provide  a  whole  range  of  services  to 
these  customers. 

Of  course,  competition  brings 
problems  as  well  as  opportunities. 
When  Frontier  agreed  to  open  its 

Until  February,  when 
Congress  deregulated 
the  telecommunications 
industries,  one-stop  shopping 
for  local,  long  distance 
and  cellular  was  something 
the  big  phone  companies 
could  only  talk  about. 
Frontier  was  doing  it. 


local  market,  AT&T  was  the  first  to 
jump  in,  buying  access  to  Frontier's 
local  lines  at  wholesale  prices  and 
reselling  local  service  under  the  AT&T 
name.  Time  Warner  soon  followed, 
selling  phone  service  over  its  cable  TV 
system.  Also  in,  or  soon  to  be  in,  the 
Rochester  market:  Citizens  Telecom, 
mfs,  SBC  Communications  and  MCI. 
Despite  price  and  other  blandish- 
ments', the  interlopers  have  won 
among  them  only  3%  of  the  market. 

To  be  honest  about  it,  Frontier  has 
put  major  roadblocks  in  AT&T's  way. 
Frontier's  wholesale  price  is  only  5% 
less  than  its  $12.96-a-month  retail 
price  for  basic  service,  leaving  at&t  a 
margin  of  just  65  cents  a  month  per 
line  to  cover  its  marketing  and  billing 
costs.  "Hey,  look,  I'm  the  best  re- 
formed monopolist  in  the  world," 
says  David  Jefferson,  AT&T's  regional 
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Mi 


We  took  all  Levi  Strauss  &  Co.'s™  figures  and  created  a  great  fit. 

pyi  Strauss  &  Co.  aeked  .their  architect  to  create  a  'workplace  as  comfortable-  and  functional  as  their  jeans.  The  San 
ranciseo  Ice  House  renovation  is  tailor-made  for  their  team-oriented  ,  philosophy  and  cost-effective' management 
>tyle.  Has  it  worked?  Since  1990,  productivity,  sales  and  profits  are  up.  And  good  design  played  animportant  part.  To  learn 
ipw  10  other  businesses  profited  through  their  architects,  call  SOO-AI A-9930.  Or  point  your  browser  at  http://www.aia.org. 


We  make  your  bottom  line  beautiful. 


YOU  TAKEN  YOUR  SKI  N  C  ARE  TODAY? 


skin  nutrition 
Once-a-day  Skin  Nutrition. 

THE  INTERNAL  STRATEGY: 

PREVENT,  A  nutrition  supplement  for 
your  skin  that  you  take  each  morning. 
Vitamin  C,  and  Grape  Seed  Extract, 
delivering  powerful  internal  environ- 
mental protection. 

THE  EXTERNAL  STRATEGY: 

1  CLEAN,  removes  pollution,  dirt,  oil. 
Conquers  blackheads.  A  great  way 

to  shave. 

2  CORRECT,  builds  strength,  begins 
sun  and  environmental  damage 
repair,  stops  irritation. 

3  PROTECT,  binds  moisture,  SPF  8. 
Reveals  fresh,  young  skin  cells,  guards 
new  cells. 


Hard  Iy .  Mor e  a  c  h  o  i  c  e 
between  anonymity  and  relationship 

On  our  part,  something  we  learned 
serving  families  for  as  many  as  five 
generations.  For  you,  an  intangible  comfort 
when  you  leave  home  for  a  distant  shore. 

The  Cloister.  Sea  Island.  Mobil  Five-Star 
accommodations  with  spontaneous  warmth. 
World  class  golf.  Wonderful  dining.  Yes,  five 
miles  of  private  beach,  tennis,  spa,  skeet 
and  horseback  outings,  too. 


Bentley. 

Once  a  Dream,  Now  a  Reality. 


Lease  For  $  1 ,499  a  Month 

36  Months  •  24-hour  roadside  assistance 
3-year  limited  warranty 


For  more  information  and  closest  dealer, 
Call  800-237-6557 

"Offered  to  qualified  lessees  by  Primus  Automotive  Financial  Services,  Inc  through  participating  Rolls-Royce/Bentley  dealers  Subject  to  avail- 
ability. Price  based  on  36-month  closed-end  lease  for  a  1996  Bentley  Brooklands  sedan  excluding  optional  equipment  and  special  features 
($139,900  MSRP),  less  7%  required  dealer  contribution,  which  could  affect  final  negotiated  transaction  Requires  $13,990  down  payment. 
$1,499  security  deposit  and  first  monthly  lease  payment  at  lease  inception  for  a  total  of  $16,988  due  at  signing  Total  of  monthly  payments 
$53,964  Lessee  responsible  for  license,  registration,  title,  taxes,  insurance  and  maintenance  Option  to  purchase  at  end  of  lease  for  $72,748 
If  vehicle  is  not  purchased,  lessee  is  responsible  for  excess  mileage  charge  of  $  50  per  mile  over  30.000  miles  and  for  damage  and  excess  wear 
Must  take  delivery  by  May  24. 1996.  May  not  be  combined  with  luxury  tax  reimbursement  program  or  any  other  incentives  Other  conditions 
and  fees  may  apply  see  your  dealer  'or  details.  ©  Rolls-Royce  Motor  Cars  Inc  ,  1996  The  names  "Rolls-Royce."  "Bentley"  and  "Bentley 
Brooklands"  and  the  badge  and  radiator  grille  are  registered  trademarks. 


vice  president.  "We've  been  there. 
But  today  we  think  the  consumer 
should  benefit  from  competition." 
AT&T  has  stopped  marketing  local  ser- 
vice in  Rochester,  and  it  has  peti- 
tioned the  Public  Service  commis- 
sioners to  force  Frontier  to  sell  time 
on  its  lines  at  35%  below  retail. 

While  AT&T  cools  its  heels,  Frontier 
is  cashing  in  on  bundling's  potential: 
selling  ancillary  products.  As  part  of 
the  open-market  plan,  Bittner  also 
agreed  to  cut  the  price  for  basic  phone 
service  to  a  very  low  $12.96  a  month 
and  freeze  it  there  for  seven  years.  By 
so  agreeing,  Frontier  got  exempted 
from  rate-of-return  regulations. 

The  name  of  that  particular  game  is 
to  accept  the  ceiling  price  and  try  to 
recoup  by  selling  premium  services 

"The  majority  of  our 
business  is  long  distance," 
says  Frontier  Chief 
Executive  Ronald  Bittner. 
"But  rest  assured,  those 
customers  are  going  to  end  up 
with  local  service  and  also 
wireless  from  us." 

without  being  subjected  to  a  profit 
ceiling  on  those  premium  services.  An 
example  of  such  services:  This  year 
Frontier  will  sell  two  old  products — 
Caller  ID  and  Call  Waiting — by  com- 
bining them  into  a  new  service  that 
will  let  you  know  who's  waiting. 
"You'll  be  able  to  decide  who  to  be 
more  rude  to,"  jokes  Jeremiah  Carr, 
who  runs  Frontier's  local  telephone 
companies. 

Its  proficiency  in  product  develop- 
ment and  its  hefty  cash  flow  make 
Frontier  a  likely  takeover  prospect — 
who  isn't  in  the  communications 
business  these  days?  At  30%  a  share, 
its  158  million  shares  are  valued  at 
almost  $5  billion,  just  7.3  times  cash 
flow  and  17.4  times  earnings — not  a 
big  sum  by  today's  standards.  Bittner 
hints  that  he  wouldn't  be  averse  to  a 
big  merger,  but  would  like  to  have  his 
current  management  team  run  the 
show.  As  he  coyly  puts  it:  "Some 
people  come  through  here  and  say, 
"•You  should  have  them  acquire  you 
and  then  you  should  run  them.'  "  ■■ 
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Xi^ll  variable  annuities 
are  not  created  equal. 


If  the  variable  annuity 
you  invested  in  a  few 
years  ago  is  not  meet- 
ing your  retirement 
planning  expecta- 
tions, or  if  you  find  that  your  returns  are  being 
consumed  by  high  fees,  maybe  it's  time  you  had 
a  look  at  ours. 

"...71  Rowe  Price  No-Load  Variable 
Annuity  brings  a  wealth  of  investment 
experience  to  the  table. ...With  excellent 
funds  and  low  fees,  it  offers  investors 
the  potential  for  considerable  growth 
over  time." 

—Morningstar  Variable  Annuities/Life  (1/31/96) 

In  addition  to  low  annuity  fees  and  investment 
costs,  you'll  find  that  the  T.  Rowe  Price 
No-Load  Variable  Annuity,  issued  by 
Security  Benefit  Life  (and,  in  New  York,  by 
First  Security  Benefit  Life),  also  offers  no 
sales  loads,  annual  maintenance  fees,  or 
surrender  charges. 

Our  variable  annuity  gives  you  the  flexibility  to 
switch  investments  among  five  T.  Rowe  Price 
managed  portfolios  and  the  insurer's  Fixed 
Interest  Account  up  to  six  times  a  year.  And,  if 
you  establish  a  certain  allocation  for  your 
variable  annuity,  we  will  automatically  reset 
that  allocation  on  a  quarterly  basis. 


T.  Rowe  Price 
No-Load  Variable  Annuity 

•  "Stepped-up"  death  benefit* 

•  A  variety  of  investment  options 

•  Asset  rebalancing 


In  the  event  of  your 
death,  the  T.  Rowe 
Price  No-Load  Variable 
Annuity  has  an 
important  built-in 
guarantee*  Your  beneficiary  will  receive 
at  least  the  minimum  amount  of  your  total 
investment  (less  any  withdrawals),  and  this 
resets  every  five  years  to  account  for  any 
investment  appreciation. 

Learn  more  about  our  no-load  variable  annuity 
and  how  you  can  transfer  your 
account  without  incurring  taxes. 
Request  a  prospectus  with 
more  complete  information, 
including  charges.  Read  it 
carefully  before  you  invest 
or  send  money. 


Call  1-800-341-0790 
24  hours  to  receive  a  free 
Variable  Annuity  Information  Kit 


Invest  With  Confidence 

T.RoweRice 


*k  death  benefit  is  available  prior  to  the  date  annuity  payments  begin  if  the  variable  annuity  is  purchased  before  age  76.  The  stepped-up  deatli  benefit  is  not  available  in  the  state  of 
Florida.  The  T  Rowe  Price  No-Load  Variable  Annuity  has  an  annual  mortality  and  expense  rate  of  .55%.  Management  fees  for  the  investment  options  vary  with  the  portfolio  selected. 
For  the  Fixed  Interest  Account,  the  interest  rate  is  net  of  charges  Exchanges  and  withdrawals  from  the  Fixed  Interest  Account  are  subject  to  certain  limitations  The  T.  Rowe  Price  No- 
Load  Variable  Annuity  is  issued  by  Security  Benefit  Life  Insurance  Company  (Form  V6021).  In  New  York,  it  is  issued  by  First  Security  Benefit  Life  Insurance  and  Annuity 
Company  of  New  York,  White  Plains,  New  York  [FSB20 1(4-94) J.  T.  Rowe  Price  refers  to  the  underlying  mutual  funds'  investment  managers  and  the  distributors,  T.  Rowe  Price 
Investment  Services,  Inc.;  T.  Rowe  Price  Insurance  Agency,  Inc.;  and  T.  Rowe  Price  Insurance  Agency  of  Texas,  Inc.  The  Security  Benefit  Group  of  Companies  and  the  T.  Rowe  Price 
companies  are  not  affiliated  This  variable  annuity  contract  has  limitations  Call  a  representative  for  costs  and  complete  details  of  the  coverage.  VAF03017  * 


SBC  Communications  has  been  .the  most  profitable 
of  the  Baby  Bells.  Can  it  stay  that  way 
by  spending  $17  billion  on  a  merger? 

Bully  Bell 


By  Christopher  Palmeri 

Whkn  AT&T  cut  loose  the  seven  Bell 
operating  companies  in  1984,  South- 
western Bell  was  considered  the  runt 
of  the  litter.  Smallish  and  serving  mar- 
kets depressed  by  falling  oil  prices,  it 
was  nobody's  favorite. 

Chairman  Edward  Whitacre 
changed  that.  A  Southwestern  Bell 
lifer,  Whitacre  is  as  tough  as  the  wire 
he  strung  for  Southwestern  Bell  while 
putting  himself  through  Texas  Tech. 
Following  a  strategy  initiated  under 
his  predecessor,  Zane  Barnes,  Whit- 
acre set  about  diversifying  beyond 
telephones  and  beyond  Southwestern 
Bell's  original  five-state  region — Tex- 
as, Oklahoma,  Missouri,  Arkansas 
and  Kansas.  He  moved  into  cellular 
telephones,  cable  television  and  inter- 
national communications  properties. 
Big  deals,  but  they  were  just  a  warm- 
up  to  the  $17  billion  acquisition  of 
Pacific  Telesis  announced  Apr.  1. 

Now  SBC  Communications,  the  old 
Southwestern  Bell  is  the  U.S.'  sec- 
ond-largest cellular  operator,  behind 
AT&T.  SBC's  10%  stake  in  Telefonos  de- 
Mexico  still  stands  as  a  great  invest- 
ment, even  after  the  peso  collapse. 

In  profitability  SBC  is  at  the  top  of 
the  Bell  heap,  with  average  return  on 
equity  over  the  past  five  years  of 
16.2%.  It  posted  excellent  returns 
again  last  year,  earning  $1.9  billion, 
$3  a  share  (before  special  charges),  on 
$12.7  billion  in  sales.  But  the  pur- 
chase of  a  weaker-performing  Bell  at  a 
premium  will  probably  dilute  earn- 
ings for  several  years.  There  are  no 
easy  efficiency  gains  to  be  had  from 
combining  southwestern  and  West 
Coast  telephone  companies. 

SBC's  diversifications,  moreover, 
were  achieved  at  the  expense  of  capital 
spending  in  its  basic  business.  SBC  lags 
the  industry  in  digital  switching  and 
in  the  high-speed  ISDN  lines  favored 
by  heavy  computer  users,  notes  Mark 


SBC  Communi- 
cations Chairman 
Ed  Whitacre 
"My  people 
can  turn  on 
a  dime." 


Langner,  an  analyst  at  TeleChoice  in 
Verona,  N.J.  who  has  done  extensive 
research  on  the  Baby  Bells.  SBC  also 
trails  the  pack  in  marketing  spending, 
according  to  Braxton  Associates  in 
Boston. 

Whitacre  can  no  longer  treat  the 
local  service  as  a  milk  cow.  With  the 
new  telecommunications  legislation, 
the  long  distance  providers  are  free  to 
enter  local  service  and  the  local  com- 
panies to  offer  long  distance  services. 
SBC's  vulnerability  is  that  AT&T,  MCI 
Communications,  Sprint  and  others 
may  skim  away  its  best  customers  with 
attractiv  e  packages  of  local  and  long 
distance  services. 

Moving  somewhat  belatedly  to 
make  nice  to  his  hitherto  captive  local 


customers,  Whitacre  has  restructured 
SBC  into  more  locally  focused  operat- 
ing groups,  sbc's  local  managers  now 
wield  much  more  authority  over 
product  offerings  and  pricing,  for  ex- 
ample, than  they  did  in  the  past. 

Last  year  SBC  doubled  the  amount 
it  spends  on  market  research.  Adver- 
tising spending  jumped  65%.  An  ag- 
gressive promotion  for  Caller  ID  fea- 
tures some  ads  that  target  women 
with  subtle  suggestions  of  helping 
them  avoid  obscene  callers  and  ob- 
sessed lovers.  The  promotion  has 
worked:  Nearly  one-quarter  of  sbc's 
customers  now  choose  Caller  ID,  the 
best  sign-up  rate  in  the  business. 

Whitacre  now  offers  $25  rebates  to 
customers  if  the  company  misses  ser- 
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Live  well. 

"I  know  so  much  has  been  given  to  me  in  my  life,  to  each  of  us,  for 
which  we've  never  paid.  All  we  can  do  is  pass  it  on  to  someone  else. 
As  we  climb,  lift  somebody  with  us. " 

Make  a  plan. 

believe  we  have  to  be  responsible  for  ourselves  or  we  will  be 
a  liability  to  somebody  along  the  way.  We  determine  our  fate. 
It  has  to  come  from  within  to  know  that  you  can,  and  you  will." 

Be  your  own  rock. 

Prudential  offers  life  insurance,  investments,  health  coverage  and 
real  estate  that  can  help  you  manage  your  life.  And  live  well. 


ThePrudential  \mo 


There's  a  lot  i 
than  you  pr 

V 


VISION.  Companies  that  have  it 
possess  the  insight  and  inherent 
^         strength  to  create  fundamen- 
tal change.  A  The  kind 


i 


of  change 
that  has  en- 
abled Rockwell  to 
emerge  as  a  powerful 
commercial  force  over  the  last 
ten  years.  A  This  vision  has  changed  our  present 

sales  mix  to  over  70 


Changing  Sales  Composition 


'1995 

^         From  1985  to  1995, 
Rockwell  changed  its  sales 
mix  to  more  than  70  percent  commercial 
and  international  by  leveraging  new  tech- 
nologies and  products,  unique  synergies, 
ana  global  opportunities  to  aggressively 
serve  its  customers. 


percent  commercial  and 
international  business.  It's  made 
us  a  rapidly  growing  force  in 
markets  ranging  from  ^ 
semiconductor  systems  and 
automotive  to  industrial  automation  -  while 
maintaining  our  leadership  positions  in  aerospace 
and  defense.  And  today,  it's  driving  us  to  be  the 


Automation      A      Avionics      A      Semiconductor  Systems      A  Aeros 


>re  to  Rockwell 
ably  perceive. 

worlds  best  diversified  high-technology  com 
pany.  A  By  striving  to  make  our  cus- 
tomers the  worlds  most  successful, 
we  have  dramatically  changed 


our  $13 
billion  com- 
pany. Creating 
new  synergies,  and 
putting  leading-edge  practices 
and  technologies  to  work.  A  Whether  it's 
making  cars  smarter  with  advanced  Rockwell 
electronics.  Integrating  head-up  displays  into  avionics 
for  major  airlines.  Becoming  the  world's  leading  supplier  of 
modems  for  PCs  and  fax  machines.  Or  building  a  $4 
billion  global  industrial  automation  enterprise  with  our 
Allen-Bradley  and  Reliance  Electric  businesses.  A  It's  time 
to  change  your  perception  of  Rockwell.  For  further  information  about 
our  activities,  write  to  Rockwell,  P.O.  Box  4251,  Dept.  FBN,  Seal  Beach, 
CA  90740-8251.  You'll  see  a  lot  more  in  us  than  you  ever  imagined. 


Defense  Electronics 


Automotive 


'1*  Rockwell 


vice  or  installation  appointments.  "A 
competitor  may  undercut  us  on 
price,"  vows  SBC's  Houston-area 
manager,  Michael  Turner.  ''But  no 
one  is  going  to  take  a  customer  aw  ay 
by  offering  better  service." 

For  an  extra  $15  a  month,  siu 
customers  in  the  city  of  McAlIen,  on 
the  Texas/Mexico  border,  can  call 
throughout  the  Rio  Grande  Valley  for 
as  long  as  they  want  at  no  additional 
cost.  This  bites  into  long  distance 
competitors  and  is  doubly  profitable, 
because  the  fixed  price  deal  results  in 
some  customers  paying  for  more  ser- 
vice than  they  actually  use. 

Deregulation  or  no,  telecommuni- 
cations still  involves  lots  of  lobbying, 
and  SBC  is  no  slouch  at  that  art.  Last 
year  SBC,  w  ith  86  registered  lobbyists 
in  Texas  and  an  $1  1  million  lobbying 
budget  in  the  state,  helped  craft  a  law 
that  favors  the  company.  The  effect  of 
the  law  is  to  delay  real  competition  in 
Texas'  local  markets  and  give  SBC  time 
to  further  improve  its  local  service. 

In  this,  sbc  is  simply  doing  what 
other  telephone  companies  are  do- 
ing— talking  about  their  willingness 


Southwestern  Bell  retail  shop  in  Houston 
Coming  soon:  the  big  fight  at  home. 


to  accept  competition  while  throwing 
roadblocks  in  the  way  (sec  story,  p.  82). 
But  SBC's  roadblock  is  Texas-size.  It 
provides  that  any  company  with  more 
than  6%  of  the  Texas  long  distance 
market  must  build  a  27-square-mile 
network  in  cities  where  it  wants  to 
offer  local  telephone  sen  ice.  This  re- 
quirement w  ill  be  lifted  when  SBC  and 
other  local  companies  win  the  right  to 
offer  long  distance  service  in  Texas. 
Who  has  more  than  6%  of  the  Texas 
long  distance  market?  AT&T,  MCI  and 


Sprint.  Who  are  snc's  potentially 
roughest  rivals?  The  same. 

MO  has  sued  the  state,  claiming  the 
law  violates  the  Texas  constitution. 
AT&T  has  applied  to  offer  local  service 
in  Texas  and  is  trying  to  negotiate  a 
way  around  the  law.  Sprint  hasn't 
even  bothered  to  apply. 

Of  course,  where  there  are  barriers 
to  entrance,  someone  usually  finds  a 
hole  in  them.  American  Telco,  a 
small,  $40  million  (sales)  long  dis- 
tance company  based  in  Houston, 
hopes  to  offer  local  phone  service  to 
its  customers.  Its  boss,  Ronald  Hen- 
riksen,  says  he  is  close  to  securing 
access  to  SBC's  local  network.  Says 
Henriksen:  "It  would  make  sense  for 
SBC  to  try  to  delay  MCI  and  AT&i"  as 
long  as  possible,  while  allowing  little 
guys  like  us  to  enter  the  marketplace 
to  show  that  there  is  competition  [in 
local  service]." 

No  one  ever  said  that  competition 
among  telephone  companies  would 
be  a  gentlemanly  affair.  But  when  the 
going  gets  rough,  you  can  probably 
count  on  Ed  Whitacre  and  SBC  to 
more  than  hold  their  own. 


First  Encounters 
by  Davidoff 


Chekhov  despised  Tolstoy's 
moralizing  tone.  Tolstoy  called 
Chekhov's  plays  worse  than 
Shakespeare.  Yet  something 
elemental  happened  when 
they  met  one  August  afternoon 
Py  the  stream  atYasnaya 
Polyana  A  cigar  was  lit. 
A  conversation  was  begun 
And  a  hint  of  reconciliation 
wafted  through  the  air. 


For  those  who  ore  obsessed 
with  quality. 


1895  -  Anion  Chekhov  Leo  Tolstoy  and  a  line 
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STEVE  KITTELL  FROM  THE  ATLANTA  COMMITTEE  FOR  THE  OLYMPIC;  GAMES  with  IOHN  SCANLAN  FROM  ARAMARK. 


ANYONE  WOULD  HAVE  SEEN 

A     PARKING     LOT.     FORTUNATELY,    ARAMARK  SAW 

AN  OLYMPIC  DINING  HALL 


yy 
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lohn  Scanlan  from  ARAMARK:  "They  said,  'Remember,  this  is  Atlanta  1996.  The  Centennial  Games.  This  has  to 
be  great.'  Well,  we  had  no  intention  of  duplicating  what  we  did  in  Barcelona  four  years  ago.  Or  Mexico  City  in  '68. 
Or  any  of  the  Games  in  between.  We're  here  to  help  15,000  athletes  and  coaches  from  197  different  cultures.  Athletes 


tlanta  1996    who  have  prepared  for  a  lifetime  to  be  better  than  they've  ever  been  in  that  lifetime.  We  know  that  takes  more  than  just  a 

M.  0  1992  ACOG  r      r  J  J  /  J  J 

id  Service  Manager 

<%mpk&rnT  standard  issue  menu.  Or  a  standard  issue  effort,  for  that  matter.  This  is  the  Olympic  Games.  You've  either  prepared  to 
great.  Or  you  haven't."  We  don't  just  rely  on  a  book  for  all  the  answers  at  ARAMARK.  We  have  no  magic  "Olympic  Games  Menu" 
dust  off  every  four  years.  In  Atlanta,  we'll  customize  a  menu  for  every  single  athlete  if  that's  what  it  takes.  We'll  even  put  a  world-class 

tchen  and  dining  hall  on  a  parking  lot.  It's  a  mind-set  thai  makes  il  possible  for  John  to  add,  "In  just  over  four  weeks,  we'll  prepare 

COURSl   I  111  Id's  MORI   rO  INI  ABOIH  UNLIMITED  PARTNERSHIP  PLEASE  CALL  1-800-ARAMARK.  Managed  Services,  Managed  Better. 
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Bob  Johnson's  cable  TV  network  attracts  a  brand-loyal 
army  of  heavy  TV  viewers.  Around  that  audience  he  . 
hopes  to  build  a  media  empire. 

Bob  Johnson's 
brainchild 

By  Caroline  Waxier 


Bob  Johnson,  Black  Entertainment  Television's  chief  executive 

"We  want  to  be  the  brand  of  choice  for  blacks  that  Disney  is  for  whites." 


Eyhn  P.l- FORK  O.J.  Simpson  was  ac- 
quitted, the  battle  was  on:  Who 
would  land  an  interview?  Simpson 
stood  up  NB< 's  Katie  ( )ouric  and  Torn 
Brokaw  after  they  thought  they  had 
him  on  their  hook.  Ditto  (  NN.  When 
the  notorious  ex-footballer  finally  sat 
down  to  talk,  it  was  to  Black  Enter- 
tainment Television  anchor  Ed  Gor- 
don. From  300, 000  viewers,  bet's 
audience  that  January  night  shot  up 
to  3  million.  In  the  month  following, 
parent  company  BET  Holdings,  [nc.'s 
NYSE-traded  stock  jumped  30%. 

Of  course,  O.J.'s  handlers  were 
looking  for  sympathetic  treatment, 
and  they  knew  where  to  go. 
So  did  Washington,  D.C. 
Mayor  Marion  Barry.  In 
1992  Barry  granted  BET  an 
exclusive  interview  from  his 
jail  cell,  where  he  was  serv- 
ing a  sentence  for  posses- 
sion of  cocaine.  "I  knew  the 
reporter  would  understand 
the  true  nature  of  what  was 
going  on  in  my  life  at  that 
time,11  Barry  told  FORBES, 
O.J.  didn't  talk  with  us,  but 
his  reasoning  must  have 
been  similar.  Both  men 
know  BET  reaches  97%  of 
the  6.8  million  black 
households  with  cable. 

Black  Americans  are  a 
splendid  market  for  TV. 
They  w  atch  more  of  it  than 
does  the  general  popula- 
tion, tend  to  be  more 
brand-loyal  and  are  grow- 
ing in  numbers  faster. This 
makes  BET  attractive  to  ad- 
vertisers. McDonald's  and 
Oldsmobile  like  BET  be- 
cause it  reaches  the  grow  - 
ing black  middle  class.  Nike 
and  Coca-Cola  like  BET  be- 
cause it  delivers  hip  12-  to 
34-year-olds  for  about  half 
the  price  it  costs  to  reach 
these  youngsters  on  MTV. 

The  man  behind  BET  is 
Robert  Johnson,  49.  John- 
son, already  worth  S235 
million,  has  set  his  sights 
even  higher.  He  wants  to 
build  a  black-managed  me- 
dia empire,  Newsweek  re- 
cently having  chronicled 
his  invasion  of  the  movie 
business.  Sitting  comfort? 
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ably  in  his  office  at  BET's  5. 5 -acre 
"media  campus'1''  in  Washington,  he 
boasts  that  he  intends  to  double  bet's 
market  capitalization  to  $1  billion. 
"We  w  ant  to  be  the  brand  of  choice 
for  black  consumers  that  Disney  is  for 
white  consumers. "  He  doesn't  just 
mean  in  cable.  In  1993  Johnson  paid 
$14  million  for  Action,  a  national 
satellite  pay-per-view  channel  with 
about  7  million  subscribers.  Last  year 
bet  joined  DirecTV's  lineup.  BET  is 
now  on  air  in  London  and  the  Carib- 
bean. South  Africa  is  next. 

In  his  boldest  reach  yet,  in  January 
he  launched  BET  on  Jazz,  a  24-hour 
cable  network.  It  is  aimed  at  an  edu- 
cated and  affluent  demographic.  But 
even  if  all  goes  according  to  plan,  BET 
on  Jazz  won't  break  even  until  at  least 
the  year  2000.  To  lure  cable  carriers, 
Johnson's  offering  this  new  channel 
free  of  subscriber  fees  for  two  years. 

The  biggest  question  facing  John 
son  right  now  is:  Can  he  handle  all  the 
deals  he's  spawning?  Besides  broad- 
casting, BET  publishes  two  glossy 
magazines:  YSB  (Young  Sisters  and 
Brothers)  and  Emerge.  It  runs  a  retail- 
ing division  that  hawks  goods  on  BET. 


0. J.  chats  with  BET's  Ed  Gordon 
Three  million  viewers  tuned  in. 


None  of  these  ventures  has  yet  earned 
a  dime.  Johnson  is  spending  $5  mil- 
lion to  open  a  BET-themed  "interac- 
tive" restaurant.  Through  joint 
ventures  with  Blockbuster  Entertain- 
ment, Encore  and  Live  Entertain- 
ment, BET  has  started  to  make  flicks. 
With  Microsoft,  BET  is  creating  on- 
line programming. 

To  be  sure,  the  BET  network  is  a 
money-spinner.  Its  revenues,  50% 
from  fees,  50%  from  advertising,  have 


increased  at  a  compound  annual  rate 
of  26%  for  five  years.  This  fiscal  year 
(ending  July  31)  BET"  should  gross 
$133  million,  with  cash  flow  of  $48 
million  (earnings,  that  is,  before  inter- 
est, taxes,  depreciation  and  amortiza- 
tion). In  1995  BET's  entertainment 
division  had  an  operating  profit  mar- 
gin of  35%.  That  compares  nicely  with 
31%  at  the  Family  Channel. 

BET  is  as  profitable  as  it  is  because  it 
keeps  programming  costs  low.  About 
60%  of  its  programming  is  music  vid- 
eos, supplied  free  by  record  compa- 
nies. Then  there  are  the  cheap  reruns 
like  Benson,  a  sitcom  from  the  1970s 
that  stars  a  witty  black  butler  and  his 
dim,  white  boss,  bet  gets  Benson  for 
just  $36,000  an  episode — compared 
with  the  around  $1  million  a  network 
pays  for  an  episode  of  an  original 
sitcom.  Also  big  on  BET  are  late-night 
infomercials,  w  hich  in  1995  grossed 
the  network  $14  million.  Last  year 
BET's  total  production  costs  were  just 
$33  million,  compared  with  $75  mil- 
lion for  the  Family  Channel. 

BET  grew  from  an  idea  in  Bob  John- 
son's head.  He  was  one  of  ten  chil- 
dren who  grew  up  in  rural  Freeport, 


Upwardly  Global. 

The  latest  performance  figures  for  these  GT  Global  funds  illustrate 
the  potential  benefits  of  investing  globally  with  a  long-term  perspective. 
Of  course,  past  performance  doesn't  guarantee  future  results.  But,  if 
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UP  &  COMERS 


Physician  Computer  Network  was  at  death's  door  when 
one  investor  came  through  with  tresh  cash  and  a  fresh 
strategy.  Now  PCN  is  alive  and  breathing. 

Rescue  team 


111.,  where  their  father  worked  at  a 
batten'  factory  and  their  mother  as- 
sembled switches.  After  graduating 
from  the  University  of  Illinois  and 
studying  international  affairs  at 
Princeton,  Johnson  landed  a  job  in 
Washington  as  a  lobbyist  for  the  Na- 
tional Cable  Television  Association. 

Johnson  was  inspired  by  cable  en- 
trepreneurs like  Ted  Turner.  But 
wouldn't  there  be  room  for  a  channel 
aimed  specifically  at  blacks?  "The  idea 
for  bet  was  not  conceived  out  of 
idealism,"  he  explains,  "but  as  a  busi- 
ness opportunity  that  had  been  ig- 
nored." He  figured  he'd  need 
$500,000.  Where  does  a  33-year-old 
who  never  ran  a  business  get  that  kind 
of  money?  From  Tele-Communica- 
tions, Inc.'s  John  Malone.  TCI  paid 
Johnson  $180,000  for  20%  of  bet's 
equity  and  lent  him  $320,000,  thus 
leaving  Johnson  with  80%  of  the 
shares.  That  way  no  one  could  say 
Johnson  was  just  a  front. 

By  January  1980  bet  was  on  air,  but 
only  from  1 1  p.m.  to  2  a.m.  every 
Friday  night.  Two  years  later  Malone 
brought  in  another  partner,  Taft 
Broadcasting,  which  contributed  $1 
million  for  20%  of  bet.  Next  came 
Home  Box  Office  with  $600,000.  In 
1985  Johnson  was  on  24  hours  a  day. 

"My  advice  to  him  in  the  early  years 
was  [to  approach  bet  as  a]  sustainable 
loss,"  explains  Malone.  "In  other 
words,  there  is  no  way  you  can  start  a 
business  like  this  and  make  money  in 
the  first  couple  years."  It  was  not  until 
the  seventh  year,  1987,  that  bet 
turned  its  first  profit,  $500,000  on 
revenues  of  $1 1  million. 

Johnson's  willingness  to  reinvest 
cash  flow  in  new  ventures  comes  from 
this  early  experience  and  from  Ma- 
lone's  adviee:  Build  the  business 
right,  and  the  profits  will  take  care  of 
themselves. 

In  late  1991  bet  went  public,  sell- 
ing 21%  of  the  company  for  $72 
million.  HBO  and  Taft  have  sold  out  at 
handsome  profits,  but  Malone's  TCI 
still  owns  22%  of  bet.  Malone's  loan 
has  long  since  been  paid  back,  and  his 
$180,000  equity  investment  is  now 
worth  $105  million.  Johnson  still 
owns  49%  of  the  equity.  Thus,  when 
he  shows  a  willingness  to  forgo  cur- 
rent profits  in  order  to  bet  on  the 
future,  it  is  very  much  his  own  money 
he  is  playing  with.  B 


By  John  R.  Hayes 

Physician  Computer  Network 
started  in  business  back  in  1988  by 
giving  away  $10,000  IBM  personal 
computers  to  practicing  physicians. 
The  doctors  could  use  the  computers 
for  billing  and  claims  processing;  PCN 
would  recoup  by  selling  advertising 
space  on  its  network  to  pharmaceuti- 
cal companies. 

Strangely  enough,  most  doctors 
didn't  want  the  free  computers.  In 
three  years  Physician  Computer  Net- 
work signed  up  a  mere  1 ,600.  Among 


other  things,  the  doctors  didn't  like 
the  idea  of  someone  with  close  links  to 
drug  companies  running  their  infor- 
mation systems. 

PCN  had  hoped  to  use  the  network 
to  collect  and  sell  clinical  data,  and  to 
charge  hospitals  and  insurance  com- 
panies fees  to  link  up  with  doctors' 
offices.  But  the  doctors  balked,  and 
anyhow,  the  right  technology  and 
software  didn't  yet  exist. 

"It  was  a  great  combination — bad 
technology  and  no  doctors,"  chuck- 
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les  Henry  Green,  pcn's  current  chief 
executive. 

By  1991  PCN  was  no  laughing  mat- 
ter. Its  cumulative  losses  hit  $44  mil- 
lion, its  net  worth  was  a  negative  $30 
million,  and  it  defaulted  on  its  $34 
million  financing  agreement  with  IBM 
Credit  Corp.  A  $33  million  initial 
public  offering  at  $9  a  share  bought 
some  time.  Within  a  year,  however, 
PCN  stock  was  at  Vs. 

But  one  shrewd  and  rich  share- 
holder held  on:  Jeffry  Picower,  a  53- 
year-old  veteran  of  the  computer 
leasing  business  and  a  onetime 
greenmailer,  felt  the  idea  could  work 
with  a  different  strategy.  He  already 
owned  270,000  PCN  shares,  which  he- 
had  bought  at  $7.49.  As  the  compa- 
ny deteriorated,  he  kept  it  afloat  with 
$15  million  in  new  equity  and  loans 
of  $21  million.  He  ended  up  with 
control  of  the  company  and  helped 
convince  IBM  to  swap  its  debt  for  1 3% 
of  the  equity. 

Picower  recruited  Hank  Green  as 
pcn's  president  in  1993.  Tall  and 
balding,  Green  is  a  former  vice  presi- 
dent at  Johnson  &  Johnson,  where  he 
built  Acuvue  into  the  number  one 


contact  lens  brand. 

Picower  and  Green  adopted  a  rad- 
ically different  business  plan.  No 
more  ads,  no  more  free  computers. 
Doctors  would  obtain  their  own 
hardware  and  pay  license  fees  for 
software,  pcn  would  make  its  money 
not  from  selling  advertising  but 
from  licensing  software  and  running 
the  network. 

Green  must  convince  78,000 
customers  on  six  different 
systems  to  convert  to  one 
common  computer  network. 

$ince  Green's  arrival,  pcn  has 
spent  $100  million  in  cash,  notes 
and  assumed  debt  to  buy  six  com- 
petitors, raising  the  number  of  doc- 
tors it  serves  to  80,000.  Green  fig- 
ures that  he  now  has  about  a  quarter 
of  what  he  calls  the  office-based 
physician  market — meaning  no  sala- 
ried doctors  at  hospitals,  universities 
or  in  the  military. 

PCN  took  a  chance  by  launching  its 
new  strategy  just  as  the  medical  pro- 


fession was  thrown  into  turmoil  by 
Hillary  Clinton.  "We  were  in  Hillary 
Biliary  time,"  Green  explains  from  his 
office  in  Morris  Plains,  N.J.  "Other 
buyers  laid  back  to  see  what  was  going 
to  happen.  With  Jeffry's  money,  we 
could  move  in  before  anyone  knew 
what  we  did." 

To  raise  money  Picower  and  Green 
sold  15%  of  the  firm  to  the  public  for 
$23  million  in  a  February  1995  sec- 
ondary offering. 

They  are  still  not  out  of  the 
woods.  To  make  the  acquisitions 
pay  off,  Green  must  convince 
78,000  newly  acquired  customers 
on  six  different  computer  systems  to 
convert  to  one  common  computer 
network.  Green  won't  reveal  his 
conversion  rate,  but  says  it  is  run- 
ning ahead  of  expectations. 

pcn  now  has  a  deal  with  Equifax 
that  lets  it  charge  insurance  compa- 
nies and  managed  care  companies  for 
electronic  links  to  doctors'  offices. 
That  makes  billing  easier  for  doctors 
and  should  help  them  keep  track  of 
which  patients  are  eligible  for  which 
HMO  plans. 

Only  a  handful  of  managed  care 
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2  hours 
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6  hours 
to  Gncinnati 


3  hours 
to  Atlanta 


4 1/2  hours 
to  Richmond 


Western  North 
Carolina  is  1  Day 
from  50%  of  U.S. 

Population.  A  day  can 

B change  everything.  Especially 
if  it  puts  your  business  less 
than  10  hours  from  major 
markets  throughout  the 
eastern  half  ofthe  U.S.  And 
only  minutes  from  suppliers. 
That's  what  you  can  expect  when  you  locate  in 
Western  North  Carolina.  Along  with  dozens  of 
trucking  companies.  An  interstate  system  that 
includes  1-40, 1-26, 1-77,  and  easy  access  to  the  1-85 
corridor.  A  work  force  that  takes  pride  in  getting  the 
job  done  well,  and  on  time.  And  one  of  the  country's 


top  community  college  systems.  Not  to  mention  the 
breathtaking  Beauty  of  the  Blue  Ridge  Mountains. 

To  find  out  more  about  our  available  sites,  call 
704-687-7234  today.  And  see  the  difference  Western 
North  Carolina  can  make  in  your  business. 

AdvwtageWest 

NORTH  CAROLINA 

You'll  profit  from  our  central  location. 

Internet  address:  http://www.haywood.cc.nc.us/wncedc 
E-Mail  address:  WNCREDC@mailbox.ioa.com 
P.O.  Box  1258,  Arden,  NC  28704 
Driving  times  vary  according  to  point  of  origin. 


STARTING  YOUR  OWN  BUSINESS 


Dutiful  Chinese  kids  are  supposed  to  do  what  their 
fathers  want.  Helen  and  Marty  Shih  broke  the  rule, 
but  their  father  has  nothing  to  complain  about. 

Flower  power 


By  Damon  Darlin 


Helen  and  Marty  Shih  of  Asian  Business  Co-op 

They  want  to  harness  the  economic  and  political  power  of  Asian-Americans. 


companies  arc  ready  to  be  hooked 
into  the  network  now  ,  but  that  will 
change  as  the  industry  keeps  squeez- 
ing costs. 

Rack  from  death's  door,  P<  N 
should  gross  about  $100  million  this 
year.  About  60%  will  come  from  soft 
ware  licensing  and  support,  and  40% 
from  third-party  fees  for  linking  to  the 
computer  network. 

Looking  ahead,  Green  has  high 
hopes  for  a  new  joint  venture  with 
Glaxo  Wellcome.  Called  Health 
Point,  it  will  supply  doctors  with  a 
handheld  computer  to  record  patient 
diagnosis,  treatment  and  progress. 
Available  later  this  year,  this  system 
may  eventually  let  doctors  connect 
their  office  files  to  electronic  bedside 
charts  so  that  they  can  monitor  hospi- 
tal patients. 

Says  Green,  "If  hotels  can  afford 
handheld  technology  for  their  $7-an- 
hour  housekeeping  staffs,  why  not 
health  care?" 

As  Physician  Computer 
Network  deteriorated, 
Jeffry  Picower  kept 
the  company  afloat  with 
$15  million  in  new  equity 
and  loans  of  $21  million. 


The  idea  is  to  "manage"  clinical 
data — to  gather  enough  information, 
for  example,  to  figure  out  what  vari- 
ables matter  when  deciding  to  treat  a 
cancer  patient  with  surgery  or  chemo- 
therapy. This  should  lead  to  more 
cost-effective  medicine. 

Will  the  clinical  data  management 
ploy  work?  Right  now  the  whole  area 
is  like  the  old  vhs  versus  Betamax  VCR 
w  ars.  Common  standards  have  yet  to 
be  established,  and  several  firms  are 
scurrying  about,~  developing  their 
own  svstems. 

Where  does  all  this  leave  PCN?  At  a 
recent  13%,  its  47  million  shares  have 
a  market  capitalization  of  $650  mil- 
lion. That's  34  times  this  year's  ex- 
pected earnings. 

And  Jeffry  Picower  is  sitting  pretty. 
Even  after  the  secondary  offering,  he 
still  controls  55%  of  P(  N.  His  $24 
million  investment  in  what  had  been  a 
failing  companv  has  a  current  market 
value  of  more  than  $350  million.  B 


It  was  very  un-Confucian.  The  fa- 
ther of  Marty  and  Helen  Shih,  a  bu- 
reaucrat in  Taiwan,  wanted  his  kids  to 
get  a  higher  education.  In  1979  he  sent 
them  to  Los  Angeles  so  that  they  could 
attend  graduate  school.  And  what  did 
Martin  and  Helen  dor 

They  took  the  S500  pop  had  given 
them  to  get  started  and  invested  it  in 
flowers,  which  they  began  selling  on 
Los  Angeles  street  corners.  No,  they 
hadn't  become  California  dropouts. 

"Every  time  I  sold  a  flower,  I  told 
myself  I  would  be  the  McDonald's  of 
flowers,"  says  Marty,  now  42,  one 


year  younger  than  his  sister. 

One  thing  led  to  another,  and  the 
Shihs  now  run  a  $25-million-a-year 
business  with  a  pretax  net  of  around  $2 
million.  They  may  have  disappointed 
dad,  but  they  didn't  let  him  down. 

First  step:  rent  space  in  a  cigarette 
stand  to  expand  their  flower  business. 
Soon  there  were  15  other  She's  Flow- 
er shops  (the  family  name  is  pro- 
nounced She)  selling  not  just  blooms 
but  mass-produced  arrangements  as 
w  ell.  The  Shihs  kept  track  of  regular 
customers'  birthdays  and  anniversa- 
ries and  sent  postcards  reminding 
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DU  HAVE  OUR  ATTENTION. 


Royal  Insurance 


>  Royal  Insi 


STARTING  YOUR  OWN  BUSINESS 


USE  THE  SAME  WORD 
FOR  LUXURY. 


Preferred  sets  and  maintains 
standards  for  over  1 00  of  the  world's 
finest  independent  hotels  and 
resorts.  It  is  difficult  to 
become  a  Preferred  hotel,  and  when 
you  visit  one,  it  will  be  easy  for  you  to 
see  why.  For  reservations,  calY<  ~: 
1.800.323.7500  or  contact  your 
travel  professional.  For  a 
complimentary  Preferred  directory, 
call  1.800.786.6397. 


F.ach  has  a  (futility  that  makes  it  unique. 
And  a  thousand  that  make  it  Preferred. 


The  American  Express®  Card  is  the 
preferred  travel  companion  and 
is  welcomed  at  Preferred  Hotels 
and  Resorts  Worldwide.  Enjoy  the 
privileges  extended  by  American 
Express  on  your  next  tr  ip. 
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Cards 


Multilingual  telemarketers  in  the  Shihs'  web  of  companies 

Four  Asian  languages  and  two  Chinese  dialects  spoken  here. 


them.  The  Shihs  noticed  that  many  of 
their  clients  were  Asian.  By  1987  the 
Shihs  were  telemarketing  flowers  to 
Asians,  using  American  Airlines  reser- 
vations clerks;  American  Airlines  had 
long  contracted  out  its  agents'1  ser- 
vices during  airline  downtimes. 

Pretty  soon  Mam-  Shih  was  asking 
himself:  "If  American  Airlines  can  do 
this  business  for  other  industries,  why 
can't  we?11  So  while  Helen  continued 
to  push  flowers,  the  ebullient  Marty 
started  telemarketing  other  services  to 
the  rapidly  grow  ing  Chinese  communi- 
ty in  Los  Angeles.  Under  the  name  777 
Club,  with  a  toll-free  number  using  the 
same  lucky  letters  and  numbers,  his 
operators  hawked  long  distance  phone 
service  for  MCI  and,  later,  Sprint,  AT&T 
phones,  office  supplies,  and  discounts 
at  Sea  World  in  San  Diego. 

DHL,  the  worldwide  courier  service, 
was  skeptical  when  Marty  Shih  of- 
fered to  contact  Chinese-American 
merchants  on  behalf  of  DHL.  "We 
thought  it  w  as  a  bit  of  oversell,"  says 
Andrew  Quient,  a  global  accounts 
manager  who  sat  in  on  early  meetings 
with  the  Shihs.  "He  had  an  office  next 
to  a  liquor  store,  and  he  w  as  spinning 
fantastic  dreams."  DHL  gave  Shih  a 
tumble,  and  he  pitches  DHL  services  to 
42,000  Asian  merchants,  who  ship  a 
lot  of  packages  overseas. 

Shih  soon  discovered  that  he  could 


make  money  buying  800  numbers  that 
spelled  out  words  and  then  selling 
them  at  a  profit  to  businesses  that 
needed  them.  He  sold  one,  800-thk- 
MOST,  to  Sprint  for  $  1 50,000. 

The  flower  shops?  Gone.  Telemar- 
keting was  more  profitable  and  less 
capital-intensive,  so  they  sold  them. 

Last  year  the  Shihs''  privately  held 
Asian  Business  Co-op's  450  operators, 
speaking  six  languages — Mandarin  and 
Cantonese,  Japanese,  Korean,  Viet- 
namese and  Tagalog  (spoken  in  the 
Philippines) — moved  $200  million  in 
merchandise  for  telemarketing  clients. 

In  reaching  the  fragmented  Asian- 
American  market,  the  Shihs  have  ren- 
dered a  considerable  service  to  Ameri- 
can business.  Though  there  are  9.4 
million  Asian-Americans,  who  run 
some  500,000  businesses,  most  of  the 
businesses  are  small,  and  there  is  no 
one  common  language,  as  with  His- 
panics.  That's  where  the  Shihs  have 
cashed  in:  by  opening  channels  direct- 
ly into  this  rich  but  frustrating  market. 

The  average  household  income  of 
Asian-Americans  is  $52,500, 20%  more 
than  that  of  the  average  American  fam- 
ilv.  They  save  more  than  the  average 
American.  Great  for  financial  services. 
And  here's  why  insurance  companies 
lust  for  this  market:  Asian-Americans 
have  a  low  er  incidence  of  heart  attacks 
and  diabetes,  seek  less  psychiatric  care 
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Every  7/2  seconds  another 
baby  boomer  turns  50. 


Retirement  looms  closer  and  closer  every  single  day. 
And  the  sad  fact  is  that  many  Americans— perhaps  most 
of  us— will  retire  with  about  one-third  of  the  assets  we'll 
need  to  maintain  our  current  lifestyle. 

Most  Americans  believe  they're  already  saving  as 
much  as  they  can.  So  we  at  Nicholas-Applegate  offer  a 
simple  solution— to  make  your  savings  work  harder  by 
investing  more  aggressively  in  growth  stocks. 

We  call  this  approach  Bridging  the  Gap,  and  we've 
used  it  successfully  for  more  than  a  decade  to  help 
our  institutional  clients,  including  some  of  America's 


leading  universities,  foundations,  endowments  and 
corporations.  Now  Nicholas-Applegate  Mutual  Funds 
are  available  to  individual  investors  like  you  to  help 
bridge  the  gap  between  how  you  want  to  spend  your 
retirement  and  how  much  money  you  have  to  spend. 

So  please  don't  let  another  7 '/:  seconds  slip  by  Call 
us  today  for  a  Nicholas-Applegate  Bridging  the  Gap 
fact  kit,  with  a  prospectus  containing  more  complete 
information,  including  management  fees  and  expenses, 
to  read  carefully  before  you  invest  or  send  money. 
Call  toll  free  1-800-551-8043. 


Nicholas  Applegate"  mutual  funds 

Nicholas-Applegate  Securities,  Distributor  600  West  Broadway,  30th  Floor  San  Diego,  CA  92101 
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Agility,  Grace,. 

Athleticism 


Edwin  Moses 
Olympic  Gold  Medalist 
1976,  1984 


Agility,  mobility 
and  hostility. 

Full-Range  Traction  Control 

Speed-Sensitive  Steering 

Road-Sensing  Suspension 


The  heart  of 
a  world-class 
performer. 

300-HR  32-Valve 
Northstar  V8 

0-60  mph:  7.1  Seconds 


True  champions 
just  keep  on 
"keepin'  on." 

100,000  Miles  Between 
Scheduled  Tune-Ups 

Up  to  50  Miles  Without  a 
Drop  of  Coolant 


USA  & 

/""\/"^\/"\  For  more  information 

J'L  call  1-800-3  3  3-4CAD 

WW  Atlanta  19% 

36  USC  380  ™,©i992  acog  or  on  the  Internet  type 

Official  Sponsor  of  the  Official  Sponsor  of  the  i         /;  i.u 

1996  U.S.  Olympic  Team  1996  Olympic  Games  Mt])'./ /WWW.CadlllaC.COm. 


Flight  Fact  #2 


Number  Ut  Business  Aircraft 
Operating  In  The  U.S. 

35,206 


(Obviously,  we're  talking  about  more  than  just  the  Forbes  "Top  50.") 

Of  course  more  than  90%  of  the  Forbes  "Top  50"  companies,  ranked  hy  profits, 
operate  business  aircraft.  But  they're  only  a  few  of  the  thousands  of  companies  that 
rely  on  business  aircraft  as  a  critical  productivity  tool  every  day.  For  a  free  copy  of 
a  brochure  profiling  10  companies  which  operate  business  aircraft,  please  call 
(800)  9-AVIATE.  Or  visit  us  on  the  Internet  at  http://www.nbaa.org 


NO  PLANE.  NO  GAIN.'  is  a  joint  Program  of  the  National  Business  Aircraft  Association 
and  the  General  Aviation  Manufacturers  Association. 
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NIGHT  AND  DAY  VIDEO  SURVEILLANCE 


Protect  your  business  and  your  home  with  a  discreet  Video  Surveillance 
System.  Install  covert  TV-cameras  on  your  premises  to  help  identify  and  convict 
criminals.  We  have  a  large  selection  of  disguised  TV-Cameras,  and  use 
the  smallest  high  resolution  TV-cameras  and  the  finest  accessories  to 
help  you  get  the  evidence  you  need.  All  our  low-light  cameras  employ 
a  1/2"  Sony  CCD  chip  with  300.000  pixels,  500  (H)  lines  of 
resolution,  5mm  auto-iris  lens,  0.015  lux  low-light  sensitivity,  and 
are  perfect  for  all  no-light  infrared  applications.  Our  40  day  (960 
hours)  Time-Lapse  Recorder  provides  you  with  visual  proof  on 
video-tape.  Stop  your  profits  from  walking  out  the  door. 
Visit  our  showroom  or  write  or  call  for  a  free  catalog  today. 
★Micro-Miniature  TV-Cameras  *Mini  TV-Cameras  *  Pinhole  Lens 
TV-Cameras  *Color  TV-Cameras  *Dome  TV-Cameras  *Smoke 
Detector  TV-Cameras  *Clock  TV-Cameras  ^Picture  TV-Cameras 
★Mirror  TV-Cameras*PIR  Movement  Detector  TV-Cameras*lnfrared  TV-Cameras*Waterproof  TV-Cameras 
★960  Hour  Time-Lapse  Recorders  +Quad  Compressors  ^Multiplexers  ^Monitors  ^Camera  Switchers 

*Pan-Tilts  ★Phone-Line  Video  Transmission  and  Reception  Systems 


TM 


AW  CCTV  Corp. 

60  East  42nd  Street,  Suite  401,  New  York,  N.Y.  10165 
Tel.  (2121-983  1820  Fax  (212)  983-1654  

1  -  8  0  0  -  3  9  6  -  C  C  T  V 


and  use  fewer  illegal  drugs. 

So  the  Shihs  will  begin  selling  in- 
surance and  financial  services  with 
New  York  Life  Insurance  Co.  They 
are  looking  for  a  partner  to  hawk 
mutual  funds  and  investment  services 
now  that  Helen  Shih  has  a  securities 
license.  With  an  experienced  partner, 
the  Shihs  plan  to  set  up  health  mainte- 
nance organizations  for  Asians. 

"■Our  biggest  problem  is  educating 
mainstream  companies,11  says  Robert 
Johnson,  a  former  flower  marketer 
the  Shihs  hired  in  1994  as  the  compa- 
ny's chief  executive. 

In  the  beginning  Marty  Shih  took 
phone  books  from  hotel  rooms  when 
he  traveled  and  searched  for  all  the 
Lees,  Cheungs  and  Kims  he  could 
find.  His  list-building  is  more  sophis- 
ticated now.  The  Shihs  have  set  up  a 
help  line  for  new  immigrants.  Every 
time  a  caller  asks  for  advice  on  paying 
bills  or  dealing  w  ith  the  immigration 
service,  his  or  her  name  goes  on  the 
Shih  mailing  list,  which  has  800,000 
names.  They  hope  to  build  it  to  1.5 
million  names  by  year-end. 

For  example,  the  Shihs  have  hooked 
up  with  the  Washington-based  Inde- 
pendent Federation  of  Chinese  Stu- 
dents and  Scholars.  There  are  650,000 
Asian  students  in  the  U.S.;  many  of 
them  w  ill  be  earning  solid  middle-class 
incomes  in  only  a  few  years.  Good 
names,  good  prospects. 

Asians,  of  course,  are  not  homoge- 
neous. A  Chinese  is  not  a  Japanese  is 
not  a  Korean  or  a  Thai.  Another 
problem:  Most  of  the  Shihs'  services 
are  aimed  at  recent  immigrants.  Will 
most  of  them  remain  in  the  777  Club 
when  they  are  more  assimilated? 

The  Shihs  have  thought  of  both 
problems.  They  started  the  Asian 
American  Association.  (They  trade- 
marked  the  name,  w  hich,  remarkably, 
hadn't  been  done.)  It  aims  to  function 
much  like  the  American  Association  of 
Retired  Persons,  but  is  privately  owned. 
It  will  serve  as  a  lobbying  group  and  a 
business  conglomerate  offering  dis- 
counted insurance  and  other  services. 
"We  hope  to  have  political  clout  like 
aarp,"  says  Johnson,  one  of  several 
non-Asians  the  Shihs  have  brought  in 
for  marketing  expertise. 

What  of  father  Shih,  w  ho  later  fol- 
lowed his  children  to  the  U.S.?  Helen 
Shih  smiles.  "He  couldn't  understand 
how  Marty  had  gotten  rich."  H 
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This  announcement  is  neither  an  offer  to  sell,  nor  a  solicitation  of  an  offer  to  buy, 
any  of  these  securities.  The  offer  is  made  only  by  the  Prospectus. 


9,705,737  Shares 


March  14,  1996 


EX 


Sun  International  Hotels  Limited 


Ordinary  Shares 


Price  $35  Per  Share 

Copies  of  the  Prospectus  may  be  obtained  in  any  State  or  jurisdiction  from  such  of  the  undersigned 
as  may  legally  offer  these  securities  in  compliance  with  the  securities  laws  of  such  State. 

8,015,737  Shares 

The  above  shares  are  being  offered  in  the  United  States  and  Canada  by  the  undersigned. 

Donaldson,  Luf  kin  &  Jenrette 

Securities  Corporation 

Bear,  Stearns  &  Co.  Inc. 

Lazard  Freres  &  Co.  LLC 

Oppenheimer  &  Co.,  Inc. 


1,690,000  Shares 

The  above  shares  are  being  offered  outside  the  United  States  and  Canada  by  the  undersigned. 


Donaldson,  Lufkin  &  Jenrette 

Securities  Corporation 


Bear,  Stearns  International  Limited 
Lazard  Capital  Markets 

Oppenheimer  International  Ltd. 
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Kermit  the  Frog  wasn't  exactly  what  great-great- 
grandpa  had  in  mind,  but  even  a  distinguished 
maker  of  Limoges  china  must  adapt  to  survive. 

The"gifty" 
business 


By  Nancy  Rotenier 


Michel  Bernardaud,  38-year-old  head  of  family  firm  Bernardaud  S.A. 
Can  he  turn  this  porcelain  maker  into  the  next  Tiffany? 


At  the  WHEEL  of  his  black  Jaguar 
XJS  convertible,  top  clow  n,  cigar  lit, 
Michel  Bernardaud  roars  through 
the  back  roacis  of  his  native 
Limoges.  A  policeman  pulls  him 
over  for  racing  through  a  stop  sign. 
After  a  few  whispered  words,  the 
officer  snaps  to  attention,  shakes 
Bernardaud\s  hand  and  waxes  him 
on.  Bernardaud  winks  at  the 
reporter  riding  with  him.  "I  told 
him  you  were  an  important  cus- 
tomer late  for  a  meeting." 

If  only  it  were  that  easy  to  pull  his 
family  business  out  of 
trouble.  Bernardaud, 
38,  heads  the  133-year- 
old  fine-china  firm  that 
bears  his  family  name. 
Bernardaud  S.A.  oper- 
ates three  factories  in 
and  around  Limoges 
where  dozens  of  wom- 
en sit  at  rows  of  small 
desks  and  painstakingly 
apply  intricate  decal 
patterns  by  hand  to  fine 
china.  Every  working 
day  these  factories  turn 
out  20,000  plates, 
cups,  saucers  and  other 
items.  These  are  sold  in 
over  1,800  retail  out- 
lets worldwide,  including 
Neiman  Marcus,  Bloom- 
ingdale's  and  Marshall 
Field's.  Bernardaud  chi- 
na is  featured  in  the 
Peninsula  Hotel  in 
Hong  Kong  and  in 
restaurants  such  as  Joel 
Robuchon  in  Paris 
and  Le  Bouley  in 
Manhattan.  There  are 
Bernardaud  retail  shops 
in  New  York  and 
Paris,  private-label 
work  for  Carrier  and 
Christofle  and  cus- 
tom china  for  pri- 
vate clients  like  the 
Sultan  of  Brunei.  It's 
not  a  giant  business, 
but  it  isn't  tiny  either: 
Last  year's  S45  mil- 
lion in  sales  compare 
with  S38  million  in 
1990. 

But  this  is  a  19th- 
century  business  that 
originated  in  a  more 
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Franklin  Tax-Free  Income  Funds 


Protect  Your 
Investment 
Earnings  From 
Taxation. 


Are  taxes  taking  a  toll  on  your  investment  earnings?  You 
can  help  protect  those  earnings  in  a  Franklin  tax-free  fund. 

Franklin  offers  a  selection  of  42  tax-free  funds.  Many 
pay  dividends  exempt  from  both  regular  federal  and  state 
personal  income  taxes,  so  you  may  he  eligible  for  double 
tax  savings.'''  Franklin's  tax-free  funds  offer: 

♦  Monthly  Tax-Free  Income 

♦  Professional  Portfolio  Management 

♦  The  Potential  For  Tax-Free  Compounding 

By  investing  in  a  portfolio  of  tax-free  municipal  secu- 
rities, you  can  continue  to  work  toward  your  financial 
goals  while  supporting  economic  growth  in  America.^ 
The  funds  invest  in  securities  issued  to  finance  state  and 
local  government  operations  which  can  include  projects 
such  as  housing,  highways,  schools  and  hospitals.  This 
can  help  create  jobs  and  improve  the  standards  of  living  in 
communities  everywhere. 

Mail  in  the  postage-paid  card  or  call  Franklin  today 
for  a  free  brochure  on  the  tax-free  fund  for  your  state. 


fFor  inventors  subject  to  federal  or  state  alternative  minimum  lax,  all  or  a  portion  of  these  dividends  may 
be  subject  to  such  tax,  depending  on  the  fund.  Distributions  of  capital  gams  and  of  ordinary  income  from 
accrued  market  discount,  if  any,  are  generally  taxable. 

ff investing  in  a  Franklin  tax-free  fund  does  not  guarantee  that  your  financial  goals  will  be  met. 
Franklin  lempleton  Distributors,  Inc. 


Call  1-800- 

342-FUND 
Ext.  fill 


Franklin  Funds 

777  Manners  Island  Boulevard 
San  Mateo,  CA  94404-1585 

'iprj/  I  would  like  a  free  prospectus 
containing  more  complete  information  on  the 
Franklin  tax-free  income  fund  for  my  state, 
including  sales  charges  and  expenses.  1  will 
read  it  carefully  before  I  invest  or  send  money. 

D  I  am  currently  a  Franklin  shareholder. 


I 
! 
i 

I  Name 


I 


Addr 


City 


State 


Zip  Code 


F  R  A  N  K<  I  l  i  N 


A  Member  of  the  $135  Billion  Franklin  Templeton  Group 


formal  era.  Fancy  china  isn't  the 
bourgeois  necessity  it  was  a  few  gen- 
erations ago. 

Bernardaud  counts  on  brides  and 
their  registries  for  40%  of  revenues, 
but  how  many  brides  today  put  a 
high  priority  on  a  $2,000,  twelve- 
place  set  of  Limoges  ware?  Nor  do 
people  trade  their  china  in.  "We 


change  cars  more  often 
than  we  change  dishes," 
c  o  m  p  1  a  i  n  s  B  e  r  n  a  r  d  a  u  d . 

Since  1992  the  whole- 
sale porcelain  market  in 
Europe — the  largest  in  the 
world — dropped  16%,  to 
$3.9  billion.  It's  no  better 
in  the  $1.5  billion  (estimated  whole- 
sale) U.S.,  the  second-largest  mar- 
ket. Barbara  Johann,  owner  of 
Hoagland's  of  Greenwich,  in  afflu- 
ent Greenwich,  Conn.,  and  a 
Bernardaud  vendor,  says  she  may 
discontinue  some  lines  next  year. 
Why?  She  has  to  devote  too  much 
display  space  to  275  patterns  to  jus- 


Bernardaud's  Paris  salon  de  the 
(above);  decorative  dessert  plates, 
votive  candle  holder 

"We  want  to  become  a  gifty  brand." 


tify  $1  million  in  annual  sales.  She 
finds  that  customers  often  look  at 
her  shop,  then  place  their  orders 
through  discount  merchants. 
"Customers  don't  want  to  pay  full 
price,'"  she  says.  "I  don't  want  to  be 
in  the  discount  market." 

That's  hardly  the  kind  of  challenge 
Michel  Bernardaud  expected  in  life. 
Going  into  the  family  business  was 
low  on  his  list.  As  a  child,  he  studied 
to  be  a  concert  pianist,  but  in  the 
end,  the  family  appeal  proved 
strojiger  than  he  expected.  His 
lather,  Pierre,  needed  help  in  devel- 
oping foreign  markets  and  asked  his 
oldest  son  to  be  export  sales  manag- 
er at  age  22.  Michel  turned  out  to  be 
rather  good  at  it.  In  16  years 
Bernardaud's  international  sales  rose 
from  25%  of  an  $11  million  business 
to  65%  of  today's  $45  million  busi- 
ness. Two  years  ago,  his  parents  were 
killed  in  a  helicopter  crash  during  a 
vacation  in  Vietnam.  The  late  of  the 


114 


Forbes  ■  April  22,  1996 


family  firm  w  as  in  Michel's  hands. 

For  inspiration  he  looked  to  the 
histories  of  luxury  goods  makers  like 
Tiffany  and  Hermes.  What  he  saw 
was  a  pattern  of  using  the  prestigious 
name  to  sell  a  w  ider  range  of  goods; 
Hermes  went  from  making  excellent 
saddles  to  selling  anything  made  of 
leather,  plus  all  kinds  of  nonleather 
accessories.  Both  Tiffany  and 
Hermes  went  from  selling  products 
to  selling  taste. 

Bernardaud,  Michel  determined, 
would  do  the  same.  "We  want  to 
become  a  gifty  brand,"  he  says, 
adding  a  new  adjective  to  the 
English  language.  "We  want  to  have 
a  line  of  Bernardaud  gifts  where  peo- 
ple are  happy  to  receive  a 
Bernardaud  box."  Thus  Bernardaud 
has  already  introduced  $25  to  $50 
decorative  plates,  Christmas  orna- 
ments and  votive  candle  holders. 
Advertised  in  Town  &  Country  and 
featured  in  Bloomingdale's  and 
Marshall  Field's  Christmas  catalogs, 
such  gifts  account  for  15%  of  sales. 

Not  too  proud  to  indulge  in  a  bit 
of  bad  taste,  Bernardaud  is  finalizing 


a  licensing  agreement  with  Jim 
Henson  Productions  to  produce 
$200  porcelain  boxes  featuring 
Kermit  the  Frog  and  Miss  Piggy. 
Why  not?  He  already  produces  pri- 
vate label  place  settings  for  Disney 
depicting  its  Florida  theme  park. 

If  you  set  the  table  with  it, 
Bernardaud  plans  to  sell  it.  Last  year 
Bernardaud  launched  lines  of 
home  fragrances.  He  has  just  intro- 

Fancy  china  isn't  the 
bourgeois  necessity  it  was  a 
few  generations  ago.  ''We 
change  cars  more  often 
than  we  change  dishes.' 


duced  a  line  of  linens,  and  gourmet 
food  hit  the  market  this  fall. 

You  may  go  down  scale  a  bit  on 
the  merchandise,  but  you  must  keep 
the  image  up.  That's  why  Michel  is 
spending  $500,000  to  open  a  3,200- 
square-foot  store  on  New  York's 
Park  Avenue  in  June,  triple  the  size 


of  its  former  Madison  Avenue  store. 
Additional  outlets  are  planned  in 
Brussels,  Milan,  Hong  Kong  and 
Tokyo  in  the  next  five  years. 

Nothing  wrong  with  a  little  pro- 
motion, either.  Bernardaud  has 
opened  an  eponymous  Paris  salon  de 
the  off  a  courtyard  behind  his  rue 
Royal  retail  store.  Patrons  eat  pas- 
tries and  other  light  fare  off  the  ten 
china  patterns  Bernardaud  rotates 
in  the  cafe  each  month.  "I  want 
people  to  see  my  products  used," 
says  Bernardaud,  who  plans  to 
replicate  the  cafe  concept  along 
with  his  planned  new  boutique 
openings. 

Profit  margins  remain  slim: 
about  3%  net,  Michel  says.  But 
cash  flow  is  reasonably  healthy, 
about  $5.4  million,  which  makes 
$10  million  in  bank  debt  easily 
handled.  Still,  he  knows  he  must 
keep  spending  and  keep  chang- 
ing if  he  wants  to  be  reasonably 
sure  the  firm  will  last  a  few  more 
generations.  "I  consider  myself  a 
luxury  goods  maker  rather  than 
a  porcelain  maker,"  he  says,  mm 
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You  have  to  accommodate  the  past. 


Prevail  in  the  present.  And  remain 


flexible  into  the  future.  Feel  any  pressure? 


What  computer  company  do  you  work  with? 


You  should   be   working   with   Hewlett-Packard,   a  company 
that   knows  how  to  make  client/server  solutions   work   in  the 
real    world.    Over   the   years,    HP   has   helped   thousands  of 
ompanies  successfully  transition  to  flexible  open  enterprise 
computing.   And  we  can   do   the  same  for  you.   If  the  business 
decisions   are  yours,   the  computer  system   should   be  ours. 

Hewlett-Packard    Computer  Systems 


HEWLETT 
PACKARD 


Media  hype 


By  Lisa  Gubernick 
with  Natasha  Bacigalupo 


118 


IT'S   LIKE  THAT  OLD   SONG:  When 

you're  a  media  company,  the  whole 
world  smiles  with  you.  Or  at  least 
they're  willing  to  spend  outrageous 
amounts  to  invest  in  you.  Disney  re- 
cently had  a  market  capitalization  of 
$44  billion.  Its  market  capitalization 
was  $3  billion  more  than  General 
Motors'  cap  and  exceeded  that  of 
such  other  blue  chips  as  Boeing  and 
Chevron.  Time  Warner,  which  has 
been  floundering  and  losing  money 
for  four  years,  is  capitalized  at  $16 
billion — $34  billion  if  you  include 
its  debt. 

The  quintessential  growth  indus- 
try. Billions  of  foreigners  lust  for 
U.S. -produced  entertainment.  New 
technologies  promise  new  revenue 
sources  for  film  libraries.  Giant  media 
conglomerates — embracing  books, 
magazines,  TV  stations,  cable  systems 
and  telephone  services — will  spin  out 
endless  synergies.  Merchandise  tie-ins 
create  opportunities  to  sell  cheap  plas- 
tic toys  and  T  shirts  at  obscene  mark- 
ups. The  hype  has  become  irresistible. 

Maybe  some  of  this  will  happen.  A 
lot  of  it  won't. 

The  prices  being  paid  for  media 
properties  discount  a  great  deal  of 
future  growth.  That  growth  is  by  no 
means  in  the  bag. 

The  prices  also  assume  that  "con- 
tent"— the  stuff  they  display  on  the 
tube  and  on  screens — is  going  to  be 
scarce.  Maybe  it  won't  be. 

Getting  down  to  earth  amidst  the 
hype,  let's  talk  with  Joseph  Petruzzo, 
a  25:year-old  manager  at  a  suburban 
New  York  Honda  dealership.  Joe 
used  to  spend  a  couple  of 
hours  every  night  |     t  / 
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Consumers  have  a  bewildering  array  of  entertainment 
choices.  Investors  love  the  huge  media  conglomerates 
Will  these  unwieldy  outfits  disappoint?  We  suspect  so. 


in  front  of  the  tube  viewing  prime  - 
time  TV  fare.  But  since  he  signed  on  to 
two  on-line  computer  services,  his 
tube  is  dark  most  nights.  He  now 
divvies  up  his  time  between  Compu- 
Serve and  the  Microsoft  Network, 
researching  motorcycles  and  plan- 
ning his  next  vacation. 

Chelsea  Pompadur  is  6  years  old 
and  lives  w  ith  her  parents  in  the  posh 
New  York  City  suburb  of  Greenwich, 
Conn.  Chelsea  tells  us  her  TV  time  is 
down,  from  2xh  hours,  to  1  hour  a 
day.  She  now  spends  much  of  that 
non-TV  time  at  her  Macintosh,  play- 
ing Solitaire  and  Where  in  the  World 
is  Carmen  Sandiego.\  a  game  that 
allows  players  to  tour  the  world. 
"With  the  computer  it's  always  new,'" 
Chelsea  bubbles. 

In  the  U.S.,  at  least,  entertainment 
and  leisure-time  activities  have  be- 
come a  zero-sum  game.  There  are 
only  so  many  hours  in  the  day  and  so 
much  money  in  the  till  for  entertain- 
ment. If  you  watch  more  TV,  you  may 
read  less.  If  you  spend  more  time 
wandering  in  cyberspace,  you  watch 
less  TV. 

For  now,  the  TV  screen  remains  the 
focus  of  most  entertainment.  On  av- 
erage last  year,  networks  commanded 
52%  of  the  broadcast  audience,  down 
from  60%  four  years  ago,  with  cable 
getting  6%.  Video  captured  slightly 
more  viewers  than  cable.  Each  of 
these  media  creates  cash  flows  for  the 
media  conglomerates:  free  TV  in  the 
form  of  ad  revenues;  cable  in  fees  and 
ad  revenues;  videos  in  rentals  and 
sales.  But  as  the  Internet  begins  to  cut 
into  televiewing  time,  these  revenue 
streams  will  run  shallower,  for  no  one 
has  yet  figured  how  to  extract  mean- 
ingful revenues  from  the  Net. 

TV  is  not  the  only  potential  casualty. 
Movie  box  office  revenues  have  risen 
at  a  rate  of  about  5%  for  the  last  several 
years,  but  only  because  ticket  prices 
have  kept  rising.  Last  year  revenues 
were  virtually  flat  while  revenues  per 


film  dropped  from  $37.6  million  to 
$32  million  as  movie  production 
costs  rose. 

The  average  big  studio  picture  cost 
$36  million  to  make  in  1995,  up  21% 
in  the  last  two  years,  thanks  mostly  to 
stars'  inflated  salaries.  Add  on  $18 
million  for  prints  and  advertising  to 
release  a  picture  nationwide,  and  you 
get  a  per-film  cost  of  $54  million.  No 
surprise  that  last  year  only  31  of 


studio's  interest  cost. 

Dekom's  view  may  be  excessively 
pessimistic,  but  he's  got  a  strong 
point:  With  costs  rising  and  revenues 
flat,  profits  have  got  to  be  squeezed. 

The  music  business,  too,  is  feeling 
the  pinch  on  dollars  and  time.  "Kids 
today  are  not  as  musical,  not  as  loyal  as 
they  used  to  be,"  says  Phil  Quarta- 
raro,  who  heads  Virgin  Records 
America.  "They  aren't  locked  into 


Box  office  take 
increased  about 
5%  in  the  last  few 
years — because 
ticket  prices 
have  kept  rising. 
The  cost  of  a  big 
picture  has  quadru- 
pled, so  margins 
are  worse  than 
those  in  a  sav- 
ings account. 


er  feature  film 


Hollywood's  big  studio  films  made 
money,  according  to  Entertainment 
Weekly. 

It  only  makes  matters  worse  that 
Hollywood's  revenue  tail  is  getting 
longer.  Time  was  when  a  movie  gen- 
erated most  of  its  revenues  in  less  than 
a  year  and  at  the  end  of  two  years  was 
completely  written  off.  No  more.  Be- 
cause they  are  heavily  dependent  on 
delayed  foreign  show  ings,  video  and 
TV,  the  revenues  limp  in  for  many, 
many  years.  The  longer  it  takes  to 
garner  the  income,  the  lower  the  re- 
turn on  investment. 

"It  is  a  perpetual  cycle  of  post- 
poning when  the  studio  gets  its  mon- 
ey," says  entertainment  attorney  Pe- 
ter Dekom.  "Now  it's  worse  than  a 
passbook  savings  account  return — 
worse  because  there  are  major  risks 
attached." 

Dekom  estimates  that  this  length- 
ening of  the  revenue  tail  adds  between 
$50  million  and  $100  million  to  each 


Association  of  Ame" 


just  music;  they  have  a  lot  more  places 
to  spend  their  disposable  income." 

It  shows  in  the  numbers.  After  a 
decade  of  nonstop  growth,  music 
sales  in  absolute  dollars  in  the  U.S. 
grew  by  just  2%  last  year.  Once  you 
figure  in  the  $85  million  charge  for 
restructuring,  earnings  at  Time  War- 
ner's music  division  dropped  to 
$690  million,  from  $720  million  in 
1994.  Ditto  for  MCA  Records,  where 
pro  forma  earnings  dropped  from 
$192  million  in  1994  to  $123  mil- 
lion in  1995. 

It's  not  that  the  entertainment 
business  doesn't  have  a  good  future. 
It's  simply  that  expectations  have 
reached  the  point  where  it  will  be  hard 
to  generate  returns  commensurate 
with  prices  currently  being  paid.  In- 
vestors and  dealmakers  have  paid  in- 
sufficient attention  to  the  negatives. 

Disney  paid  $19  billion  to  take  over 
ABC,  and  Time  Warner  plans  to  ante 
up  $7.5  billion  for  the  Turner  net- 
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First,  we  generated  the  idea.        iriique  inter 
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buying,  selling, 


iative,  CNG  joins  forces  with  North  America's  largest  power  generator. 


CNG 


CNG.  More  Resources.  More  Resourceful. 


awe: 


PA  15244-0746-  (412)  227-1000.  http://www.cng.com.  CNG  is  a  registe 


Aer  Lingus      Air  New  Zealand      Alitalia  »)■  American  Airlines  >>■  Austrian  Airlines  *f  British  Airways 


saves 


you  more 
than  just 
a  seat. 


fig  m  m 


The  Air  Travel  Card  is  the  most  effective  payment  system  for  keeping  your  employees'  travel  costs 
under  control.  Since  you'll  get  one  concise  centralized  billing  statement  with  comprehensive  data, 
you'll  save  money  and  time  during  reconciliation.  And  you'll  get  no-cost  automatic  travel  insurance. 
All  that,  with  no  annual  fees  or  per  card  charges.  For  more  information,  call  1-800-222-4688 
or  call  your  travel  agent. 
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The  cost  of  rec- 
ord production 
has  gone  nowhere 
but  up.  Mean- 
while, as  record- 
buyers  finish  re- 
placing their 
old  vinyl  discs 
with  CDs,  music 
sales,  in  both 
dollars  and  volume 
of  units,  have 
flattened.  Unless 
a  hot  new  record- 
ed-music  format 
emerges,  music 
growth  could  stay 
stalled. 


work  and  other  assets.  While  these 
two  giants  were  paying  through  the 
nose,  the  agile  Rupert  Murdoch  start- 
ed his  own  U.S.  TV  network,  spending 
just  SI  billion  or  so.  He  bought  ex- 
tensive distribution  channels,  mostly 
via  satellite,  in  Europe  and  Asia  for  a 
fraction  of  what  the  Disneys  and  U  S 
Wests  were  paying  for  distribution  in 
the  U.S. 

There  are  supposed  to  be  great 
synergies  in  the  new  integrated  media 

The  prices  being  paid 
for  media  properties 
discount  a  great  deal 
of  future  growth.  That 
growth  is  by  no  means 
in  the  bag. 


conglomerates  that  bring  everything 
under  one  roof:  entertainment  fac- 
tories, pipelines  to  distribute  the  pro- 
duction in  the  form  of  TV  stations, 
networks  and  satellite  dishes — and 
even  retail  stores  to  sell  the  stuffed 
animals  and  T  shirts.  But  this  integra- 
tion has  potential  drawbacks:  Owning 
the  stores — the  TV  stations,  cable  sys- 
tems, sales  organizations — the  enter- 
tainment giants  must  make  sure  they 
are  fully  stocked. 

This  means  being  fully  stocked 
even  if  there  isn't  enough  promising 
merchandise  around.  To  attract  view- 
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ers  to  the  new  TV  network  it  launched 
with  Chris-Craft  Industries,  UPN,  Via- 
com's Paramount  spent  millions  on 
moneylosing  shows  like  Legend,  a 
western  action-adventure  series.  If 
the  Time  Warner/Turner  Broadcast- 
ing merger  goes  through,  the  com- 
bined company  will  be  producing 
over  70  films  a  year — 35%  of  the  total 
released  in  the  U.S.  Turner  alone 
could  end  up  putting  out  around  40 
of  them,  just  to  satisfy  the  appetite  of 
its  cable  networks:  Turner  Classic 
Movies,  Turner  Network  Television, 
and  its  TBS  superstation.  "It's  not  as  if 
there  are  70  great  stories  out  there," 
says  Harold  Vogel,  an  entertainment 
analyst  at  Cowen  &  Co. 

"The  scarcest  commodity  in  the 
entertainment  business  is  good  con- 
tent," agrees  Sandy  Climan,  execu- 
tive vice  president  at  MCA.  "And  those 
that  have  it  will  always  find  shelf  space 
for  it." 

Climan  is  right:  Certain  perform- 
ers, certain  stories,  certain  events  have 
an  appeal  that  transcends  borders. 
What  makes  these  special  stars  and 
special  stories  no  one  really  knows. 
Whatever  they  are  made  of,  they  will 
always  do  well  because  all  the  available 
distribution  channels  will  clamor  for 
them.  The  point  is  that  if  you  hav  e 
these  special  attractions,  you  don't 
need  to  own  the  screens  and  the 
networks  and  TV  stations. 

MCA,  which  has  no  network  televi- 
sion or  retail  video  distribution  svs- 
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J^n  troducing 
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MasterCard 
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The  new  Corporate  Air  Travel 

Card  MasterCard  is  the  smartest 

way  to  keep  your  travel  expenses 

itemized  and  under  control.  It 

combines  all  the  benefits  of  a 

centrally  billed  Air  Travel  Card 

account  with  the  acceptance  of 

MasterCard®.  And  with  no-cost 

automatic  travel  insurance  and 

the  full  range  of  MasterAssist® 

Family  of  Services,  all  your 

travel  needs  are  covered.  The 

Corporate  Air  Travel  Card 

MasterCard  is  available  through 

participating  airlines.  For  more 

information,  call  1-800-222-4688 

(or  202-626-4225)  or  call  your 

travel  agent. 

World  Wide  Web: 
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The  number 
of  television 
channels  has  qua- 
drupled in  the 
last  ten  years. 
But  even  with 
all  those  new 
programs,  no  one's 
spending  any 
more  time  watch- 
ing the  tube  than 
they  did  a  few 
years  ago.  New 
entertainment 
options  like 
CD-ROMs  and  the 
Internet  are  likely 
to  decrease 
viewership  even 
more. 


tern,  has  reaped  big  money  from  its 
two  new  top-rated  syndicated  action 
shows,  Hercules  and  Xciia.  Would 
The  Lion  King  have  been  more  of  a 
success  had  Disney  already  owned  the 
ABC  network? 

What  of  all  those  Chinese,  Indians, 
Indonesians  and  Latin  Americans? 
Aren't  these  folks  eager  to  spend 
some  of  their  loose  coins  on  the  kind 
of  entertainment  only  Hollywood  can 
offer  them?  Probably,  but  not  to  the 
extent  a  lot  of  people  think.  Ten  years 
ago  European  television  stations  im- 
ported 80%  of  their  programming, 
virtually  all  of  it  from  the  U.S.  Now 
less  than  50%  of  the  programs  are 
from  the  U.S.  "As  the  [domestic] 
networks  mature,  they  increase  their 
own  production  and  use  less  and  less 
foreign  product,"  says  Daniele  Lo- 
renzano,  who  acquires  programming 
for  Mediasct,  Silvio  Berlusconi's  en- 
tertainment company.  "It's  the  local 
programming  that  gets  the  best 
ratings." 

On  Italy's  Channel  Five  last  No- 
vember, only  one  of  the  top  ten  pro- 
grams was  a  U.S.  import.  CliffJoanger, 
the  film  starring  Sylvester  Stallone, 
was  the  only  U.S. -produced  fare,  and 
it  was  outranked  by  La  Voce  del  Cuore, 
an  Italian  miniseries,  as  well  as  by 
Scherzi  a  Parte,  a  locally  produced 
variety  program. 

In  Asia,  too,  the  trend  is  toward 
local  stuff,  even  as  new  >utlets  like 
Star  TV  go  on  the  air.  "They're  lean- 


ing more  toward  local  program- 
ming," says  Turner  International's 
Senior  Vice  President  Mike  Byrd. 
"It's  relatively  inexpensive  to  pro- 
duce, and  ratings  are  higher  than 
imported  programming."  In  India, 
for  example,  a  locally  produced  televi- 
sion show,  Marmadcsam,  can  be 
made  for  as  little  as  SI 6,000  an  epi- 
sode. It  rates  in  the  top  ten  in  south- 

"Kids  today  are  not 
as  musical,  not  as  loyal 
as  they  used  to  be,"  says 
the  head  of  Virgin  Records 
America.  "They  have  a  lot 
more  places  to  spend  their 
disposable  income." 

ern  India,  while  U.S.  shows  rarely 
make  the  top  30. 

As  a  consequence,  run-of-the-mill 
made-in-the-U.S.  programming  is  no 
longer  in  high  demand  overseas.  A 
decade  ago  Berlusconi's  outfit  paid 
about  $100,000  an  episode  for  Dy- 
nasty. These  days  top-rated  programs 
like  ntpd  Blue  and  The  X  Tiles  are 
going  for  roughly  $35,000  an  episode 
in  the  Italian  market.  That's  for  the 
top-drawing  stuff.  B-product — TV 
shows  and  movies  that  aren't  in  the 
top  25%  at  the  box  office — are  tough 
to  sell  overseas  today. 

So  the  savviest  players  are  establish- 


ing local  production  deals.  Rupert 
Murdoch  is  one  of  the  savviest.  He- 
owns  50%  of  Bombay-based  Zee  TV, 
which  broadcasts  in  Hindi  and  is  In- 
dia's top-rated  cable  and  satellite  sta- 
tion. Murdoch's  companies  have 
beefed  up  the  number  of  programs 
they  produce  in  India.  Murdoch's 
News  Corp.  is  doing  the  same  thing  in 
Taiwan. 

BSkyB,  the  Murdoch-owned  direct 
satellite  broadcasting  system  in  Brit- 
ain, has  started  to  produce  locally 
such  shows  as  Ghoul-lashed  and  Boiled 
Egg  &  Soldiers  for  the  British  kids' 
market.  This  kind  of  deal  may  be  good 
for  Murdoch's  News  Corp.,  but  it 
doesn't  do  a  lot  for  Hollywood. 

Even  where  the  basic  American 
concept  plays  well  abroad,  the  pro- 
grams often  require  a  good  deal  of 
adapting  or  reshooting.  Anthony  J. 
Scotti,  chief  executive  of  Los  Angeles- 
based  All  American  Communica- 
tions, is  doing  well  by  localizing  U.S.- 
made  entertainment  (FORBES,  Feb. 
26).  All  American  has  five  versions  of 
The  Price  is  Right,  using  only  the  basic 
concept  but  reshooting  with  local 
participants  and  local  hosts.  "This 
success  has  nothing  to  do  with  appe- 
tite for  American  product,"  says 
Scotti.  "When  French  people  come  to 
the  U.S.  and  see  TIjc  Price  is  Right, 
they  think  w  e've  stolen  their  show,  Le 
Juste  Prix" 

Scotti  licensed  the  scripts  of  The 
Honevuioo7ierst'rom  CBS  and  had  them 
translated  into  Portuguese,  Swedish 
and  Spanish.  He  cast  local  actors  in 
the  roles  of  Ralph,  Norton  and  Alice, 
and  sold  the  shows  to  local  networks. 
The  remade  Honeymooners  shows  are 
pulling  in  top  ten  ratings  in  their 
respective  markets. 

In  music,  too,  local  outfits  are  mak- 
ing inroads  into  markets  hitherto 
dominated  by  U.S.  conglomerates — 
for  example,  Taiwan's  Rock  Records. 
In  16  years  Rock  Records  has  built 
itself  into  Taiwan's  largest  indepen- 
dent record  company,  with  over  40 
Chinese-language  performers  under 
contract. 

Viacom  has  done  well  producing 
indigenous  programming  for  its  eight 
versions  of  MTV,  but  local  knockoffs 
threaten  its  lead.  In  Asia,  Murdoch 
kicked  MTV  off  his  satellite  and  re- 
placed it  with  his  own  music  video; 
station,  Channel  [V],  which  now  has 
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To  Write  an  Award-Winning  Television  Show  Requires 
The  Combined  Efforts  of  Many  Creative  Voices, 
All  Melded  Into  One  Singular  Vision. 
It  Is  No  Wonder  Then,  That  the  Writers  of  Friends 
Each  Use  a  Different  Waterman  Pen. 
What  Better  Way  to  Mix  Style  and  Individuality 
With  Extraordinary  Results. 


WATERMAN  <M 

There  are  over  100  styles  and  finishes  to  choose  from,  each  with  a  lifetime  guarantee. 
Which  Waterman  are  you?  For  information  or  the  store  nearest  you,  call  1-800-523-2486. 

udson's  Marshall  Field's 


Y  o  u  pat  the  m  on  the  back. 
Give  them  a  bigger  office. 

A  reserved   parking  space. 

You   buy  pens  with   the   r  u  b  I 
You  do  a   lot  to   make  y 


far  w  ider  distribution  in  China  than 
MTV  does. 

Forbes  would  be  the  last  to  doubt 
that  entertainment  is  a  growth  indus- 
try all  over  the  world.  It's  a  question 
of  degree.  Discounting  the  future  is 
one  thing;  discounting  the  impossible 
is  something  else  again.  In  this  con- 
nection it's  worth  listening  to  Mi- 
chael Solomon,  who  as  head  of  Tele- 


pictures  made  his  first  fortune  selling 
U.S-.  rv  programs  abroad  but  has  now 
switched  to  producing  abroad.  He 
films  in  such  places  as  Malaysia,  India 
and  Indonesia  (see  box). 

"As  TV  stations  matured  outside 
the  U.S.,  they  became  better  at  pro- 
ducing their  own  show  s,"  he  says.  "In 
the  past  they  could  only  play  Ameri- 
can product  because  they  weren't 


equipped  to  produce." 

If  Solomon  is  right — and  he  makes 
a  persuasive  case — American  domina- 
tion of  the  world's  entertainment 
market  will  not  go  unchallenged. 
Combine  that  growing  challenge 
with  the  zero-sum  game  at  home,  and 
you  have  an  industry  that  is  in  for 
some  serious  shocks  in  the  years 
ahead.  Hi 


Know  your 
market 

Michael  Solomon,  58, 
got  his  start  in  the  enter- 
tainment business  selling 
American  movies  in  Latin 
America  for  United  Art- 
ists— often  personally  cart- 
ing reels  of  film  to  remote 
mountain  villages.  In  1978 
he  teamed  up  with  a  for- 
mer Time  Inc.  executive 
named  Michael  Garin  to 
create  a  company  they 
called  Telepietures.  It 
sold  U.S.  made-for-TV 
movies,  miniseries  and 
cartoons  to  TV  stations 
overseas. 

By  the  mid-1980s  the 
company  was  making  over 
$150  million  a  year  sell- 
ing that  programming 
abroad. 

They  sold  out — the 
business  is  now  part  of 
Time  Warner — with  Sol- 
omon pocketing  over  $10 
million  and  taking  a  job  as 
president  of  TV  at  Warner 
Bros.  International.  He 
took  products  into  the  for- 
eign market  that  had  nev- 
er been  sold  there  before — 
the  old  Looney  Tunes 
cartoons,  for  example. 

But  Solomon  re- 
mained an  entrepreneur  at 
heart.  "I  never  intended 
to  stay,"  he  says.  "1  wanted 
the  freedom  to  create." 

Warburg  Pincus  pro 
vided  $30  million  in  financ- 
ing, Solomon  kicked  in 
another  $3  million,  and 


International 

television 

producer 

Michael  Solomon 

Producing 

abroad 

on  the  cheap. 


Solomon  International 
Enterprises  was  born  to 
produce  TV  program- 
ming abroad. 

Today  the  company  is 
producing  seven  series  in 
India,  and  has  completed 
Marmadesam,  one  of  the 
highest-rated  programs 
on  India's  first  Tamil-lan- 
guage network.  In  Spain 
it  has  two  programs — one 
in  Spanish,  the  other  in 
Basque.  There  is  a  soap  op- 


era done  in  Jakarta  and 
another  done  in  Kuala 
Lumpur. 

Solomon's  strengths 
are  his  know  ledge  of  the  lo- 
cal markets  and  his  ability 
to  create  programming  at  a 
fraction  of  what  the  big 
media  conglomerates 
would  spend.  While  U.S. 
television  producers  are 
used  to  spending  $1.1 
million  for  an  hour  of  ac- 
tion programming,  Solo- 


mon spends  no  more  than 
$40,000  for  his  Indian 
soap  operas. 

Says  Murali  Manohar, 
managing  director  of  a  Ma- 
dras-based television  pro- 
duction company:  "Mi- 
chael has  made  deals  with 
all  the  leading  producers  in 
India.  He  knows  how  to 
produce  inexpensively,  and 
he  knows  how  to  do  it 
quickly." 

-L.G.  with  N.B.  Hi 
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For  a  brochure  write  to:  Raymond  Weil.  Dept  AD.  587  Fifth  Avenue.  New  York.  NY  1001  7 


Carlyle  &  Co. 

Service.  Cut  And  Polished  To  Perfection. 


18k  Gold  Plated  Case  and  Bracelet 
Water  Resistant  90  ft.,  Mineral  Crystal 
Dials  set  with  Hand  Applied  Roman  Numbe 
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How  the  outraged  "winners"  of  an  egregious  class  action 
settlement  are  taking  their  own  lawyers  to  court. 

Fighting  back 


By  Susan  Adams 

Two  years  ago  Alabama  state  judge 
Braxton  Kittrell  Jr.  approved  a  set- 
tlement of  a  class  action  suit  against 
the  Bank  of  Boston.  The  deal 
enriched  the  lawyers  who  filed  the 
suit  by  some  $8.5  million  but  pro- 
vided almost  nothing  for  the  injured 
plaintiffs. 

No  news  there:  business  as  usual 
in  a  state  that  has  become  known  for 
an  unusual  degree  of  southern  hos- 
pitality towards  plaintiff  attorneys 
(Forbes,  Feb.  1,  1993).  But  now  the 
outraged  "winners''''  are  suing  their 
lawyers  in  a  federal  action  that  carries 
high  stakes  for  the  plaintiff  bar. 

Here's  the  background:  Seems 
that  the  Bank  of  Boston's 
mortgage-lending  subsidiary, 
like  many  mortgage  lenders, 
had  been  holding  excess 
amounts  in  customers' 
escrow  accounts.  In  the  late 
1980s  plaintiff  firms  began 
suing  to  challenge  the  prac- 
tice and  to  win  big  settle- 
ments— and  big  fees. 

In  1991  Chicago's  Edelman  & 
Combs  and  Lawrence  Walner  & 
Associates,  togedier  with 
Mobile's  Ezell  &  Sharbrough, 
filed  suit  in  Alabama  to  recover 
money  on  behalf  of  those 
aggrieved  Bank  of  Boston 
customers. 

After  2l/i  years  of  pretrial 
maneuvering,  Judge  Kittrell 
approved  a  setdement  under 
which  die  bank  would  reduce 
the  amount  of  escrow  held  in 
die  future,  pay  some  back  inter- 
est and  refund  excess  escrow. 

Sounds  reasonable  enough. 
But  the  amounts  due  indi- 
vidual class  members  turned 
out  to  be  piddling.  Back 
interest  ran  up  to  only  $8.76 
and  escrow  refunds  came  to 
an  average  of  about  $100. 

Even  worse,  the  settlement 


called  for  the  attorneys  to  take  their 
$8.5  million  in  fees — not  from  the 
Bank  of  Boston — but  straight  out  of 
the  mortgage  holders'  escrow 
accounts,  including  the  accounts  of 
customers  who  did  not  get  a  refund. 
Thus,  many  of  the  class  members 
actually  lost  money. 

One  was  Dexter  Kamilewicz,  a 
small  business  owner  in  Maine.  He 
got  $2.19  in  back  interest,  but  his 
account  was  docked  $91.33  to  pay 
the  lawyers  he  never  knew  he'd 
hired.  He  only  learned  of  the  charge 
when  he  got  his  year-end  statement 
listing  a  "miscellaneous"  deduction. 
His  net  loss:  $89.14. 


Outraged,  Kamilewicz  decided 
to  fight  back.  Along  with  other 
class  members,  he  has  filed  suit  in 
federal  court  in  Chicago,  charging 
that  the  plaintiff  and  defense 
lawyers  worked  together  to  defraud 
the  class.  The  suit  also  alleges  that 
the  notice  sent  to  class  members — 
1 1  pages  of  incomprehensible 
legalese  that  didn't  explain  how 
class  members  stood  to  lose  money 
in  the  settlement — amounted  to 
fraud  and  a  violation  of  due 
process.  The  suit  seeks  to  recover 
the  excessive  attorney  fees  plus 
punitive  damages. 

The  original  plaintiffs'  lawyers,  led 
by  Edelman  in  Chicago,  took 
the  matter  back  to  court  in 
Alabama.  The  Edelman  firm 
filed  a  $25  million  counter- 
suit  against  Kamilewicz  and 
his  new  lawyers,  charging 
malicious  prosecution.  Judge 
Kittrell  ruled  that  the 
Kamilewicz  charges  were 
"baseless."  Meanwhile,  the 
Chicago  court  dismissed  the 
federal  suit  on  jurisdictional 
grounds. 

But  that  ruling  has  now 
been  appealed.  And  angry 
attorneys  general  of  nine 
states  have  filed  a  friend-of- 
the  court  brief  calling  for 
the  federal  suit  to  proceed 
to  trial  on  the  merits.  A 
decision  is  expected  later 
this  year. 
What  if  the  little  guys 
finally  score  one  against  the 
lawyers?  Says  Cornell  law 
professor  Roger  Cramton, 
an  expert  on  legal  ethics:  "It 
will    have    a  tremendous 
deterrent    effect    on  class 
action  lawyers  behaving  this 
way.  I  think  it  will  put  the 
fear  of  Cod  in  them."  Let's 
hope  so.  9H 
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BUSINESS  STRATEGY 


Making  managers 
think  like  owners 


BY  JOHN  RUTLEDGE 


John  Rutledge  is  an 
economist  and  chair- 
man of  Rutledge  & 
Co.,  a  merchant  bank  in 
Greenwich,  Conn. 
His  E-mail  address  is 
Rutledgeco  ©aol.com 


Judging  bythe  mail  and  phone  calls,  my  last 
column  struck  a  deep  chord.  I  wrote  that  man- 
aging capital  and  aligning  managers''  interests 
with  stockholders1  should  be  high  on  the  agen- 
da of  any  board  of  directors.  Many  readers 
asked  for  amplification.  Here  goes: 

Think  of  the  board  of  a  company  as  a  licens- 
ing authority.  Managers  apply  for  capital  to  build 
or  run  a  business  for  the  coming  year.  The 
licensing  authority's  job  is  to  get  the  capital  into 
the  hands  of  the  managers  who  will  do  the  best 
job  improving  its  value.  This  means  trying  to 
identify  the  managers,  businesses  or  projects 
with  the  highest  returns,  i.e.,  the  ones  that  pro- 
duce the  highest  sustainable  cash  flow  per  dollar 
of  capital  invested.  This  is  easier  said  than  done. 

The  problem  is  that  as  an  owner  or  director, 
you  don't  really  know  very  much  about  how 
capital  is  used  to  run  the  business.  Most  of  the 
decisions  that  affect  the  use  of  capital  happen  in 
the  branches,  warehouses  and  factories,  not  in 
the  boardroom.  You  have  to  depend  on  other 

Scrap  management  by  objectives. 
Managers  should  be  rewarded  the 
same  way  shareholders  are:  by 
increasing  capital  value. 


people  to  do  the  right  things.  Your  job  is 
picking  the  people  to  trust  and  setting  up  the 
system  that  makes  it  all  w  ork. 

First,  I  w  ill  say  something  obvious.  Select 
your  managers  on  character,  not  simply  com- 
petence. Some  managers  have  an  innate  re- 
spect for  capital  and  its  owners,  some  have 
none  at  all.  I  know  of  no  strategy,  tactic  or 
compensation  program  that  will  protect  you 
from  the  damage  done  by  entrusting  your 
capital  to  the  wrong  people. 

Once  you  pick  the  right  people,  scrap  the 
MBO  (management  by  objectives)  program.  It 
doesn't  get  to  the  heart  of  capital  manage- 
ment. Shareholders  get  paid  when  managers 
create  equity  value,  not  when  managers  check 
off  items  on  to-do  lists.  To  align  manager  inter- 
ests with  owner  interests,  pay  managers  the 
same  way  shareholders  are  paid. 

The  best  way  to  do  this,  by  far,  is  by  encour- 
aging managers  to  buy  shares  in  the  company. 


Next  best  is  to  sell,  not  give,  the  managers 
options  to  buy  shares  at  a  later  date. 

Never  give  stock  away.  Period.  By  requiring 
the  option-holders  to  pay,  you  are  reminding 
them  that  capital  is  a  scarce  resource,  not  to  be 
used  lightly.  Make  the  option's  exercise  price 
rise  over  time  to  reflect  the  cost  of  equity 
capital.  (For  more  on  this  idea  you  can  read 
Bennett  Stewart's  fine  book,  Oiicst  for  Value.) 

To  the  extent  that  you  want  to  use  a  bonus 
program  to  reward  performance,  base  it  strictly 
on  creating  equity  value.  In  this  method  I 
prefer  creating  a  pool  at  the  end  of  each  year  in 
which  managers  share,  based  on  a  fixed, 
known  percentage  of  the  increase  in  equity 
value  they  created  during  the  year  in  their 
branch,  division  or,  for  senior  executives,  the 
whole  company. 

What  if  you  don't  have  a  public  stock?  For 
most  companies,  simple  rules  of  thumb  for  val- 
ue, such  as  "six  times  operating  profit  minus 
debt,"  are  close  enough,  as  long  as  everyone 
knows  the  rules  to  be  used.  Or  you  can  pay 
bonuses  based  on  the  increase  in  economic  prof- 
it (operating  profit  less  a  charge  for  the  capital 
used  to  run  the  business)  over  the  previous  year. 

Above  all,  don't  set  caps  on  the  maximum 
bonus  payable  if  managers  knock  the  lights  out. 
If  they  make  the  company  rich,  let  them  get 
rich,  too. 

The  hard  moment  for  directors,  of  course,  is 
when  they  know  the  managers  are  doing  the 
right  things,  but  are  not  adding  to  value.  The 
temptation  is  great  to  pay  bonuses  anyway. 
Don't  do  it.  Uncoupling  rewards  from  eco- 
nomic performance  defeats  the  whole  purpose. 
Of  course,  you  should  make  sure  that  base  pay 
is  high  enough  to  support  the  manager  and  his 
family,  but  bonuses  are  for  creating  value,  not 
rewards  for  hard  work. 

Adopting  these  disciplines  sounds  easier 
than  it  is.  It  is  quite  common  for  directors  to  go 
through  an  exhaustive  process  before  approv- 
ing or  disapproving  a  new  investment  but  then 
failing  to  follow  through  to  see  if  the  invest- 
ment authorized  really  earned  what  it  was  pro- 
jected to  earn.  That's  why  we  find  companies 
with  a  20%  hurdle  rate  for  approving  capital 
spending  and  a  2%  return  on  capital. 

In  companies  where  I  sit  on  the  board,  we 
back-audit  annually  the  returns  on  new  capital 
items  purchased.  We  also  periodically  break 
the  company  down  into  the  smallest  units  for 
which  capital  and  cash  flow  can  be  mea- 
sured, and  conduct  a  formal  value  audit  of  the 
resulting  pieces. 

This  process  results  in  a  financial  cat  scan  of 
the  company  along  product  lines,  locations, 
warehouses  or  divisions.  It  identifies  specific 
winners  and  specific  losers.  Above  all,  it  gives  us 
a  road  map  for  redeploying  scarce  capital.  H 
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lor  17  a  ays  this  summer,  Atlanta 
and  the  state  of  Georgia  will 
host  the  world.  More  than 
40,000  volunteers  are  assisting  in  the 
preparation  and  coordination  of  the 
1996  Olympic  Games,  which  mark 
the  100th  anniversary  of  the  modern 
Olympic  movement.  It  promises  to 
he  a  once-in-a-lifetime  event  that  will 
he  seen  hy  more  people  in  more 
places  than  ever  hefore  in  history. 

The  Centennial  Olympic  Games 
would  he  a  defining  moment  for 
most  communities.  But  for  Atlanta, 
it  is  icing  on  the  cake  of  three 


Strategically 
Located  for 
Global 
Business 


decades  of  extraordinary  growth  that 
have  hrought  the  Peach  State  and  its 
capital  city  to  the  pinnacle  of  world 
attention. 

The  world  already  has  discovered 
Atlanta,  and  Atlanta  is  putting  its 
stamp  on  the  world  every  day. 
Homegrown  corporations  are  inter- 
national leaders  in  products  and  ser- 
vices. Delta  Air  Lines  flies  the  globe, 
Coca-  Cola  refreshes  it  an  d  CNN 
informs  it,  all  from  their  world  head- 
quarters in  Atlanta.  At  the  same 
time,  1,594  international  facilities, 
representing  45  countries,  have 


chosen  Georgia  as  their  home. 

That's  a  far  cry  from  the  city 
reduced  to  ashes  during  the  Civil 
War  more  than  100  years  ago,  and 
harely  recognized  as  the  informal 
capita  1  of  the  South  30  years  ago. 
But  like  the  1  egendary  Phoenix  tha 
is  Atlanta's  symbol,  the  city  has  risi 
from  its  own  ashes.  Today,  Atlanta 
consistentlv  ra  nked  among  the 
world's  hest  locations  to  do  husines 
and  Georgia  is  the  fourth  fastest- 
growing  state  in  the  nation.  The 
economic  successes  of  Atlanta  and 
Georgia  are  inextricably  linked. 


By  Pa/trlck  W cuLLasce* 


"There's  a  stretch  along  the  Lower  Roanoke  River  in  North  Carolina 

21,068  magnificent  acres, 

that's  been  called  one  of  America's  last  great  places.  It's  where  I  grew  up,  and  now  I  bring  my 

400  plant  varieties, 

kids  here  to  teach  them  w  hat  nature's  all  about.  My  company,  Georgia-Pacific,  owns  this  land 

214  species  of  birds 

and  we  did  something  no  forest  products  company  has  ever  done  before.  We  formed  a  partnership 

and  one  partnership  making  sure 

with  The  Nature  Conservancy  to  co-manage  and  protect  this  place.  We  all  want  a  better  world 

it  all  stays  that  way. 

for  our  kids.  It  just  feels  good  to  be  working  for  a  company  that's  doing  something  about  it'.' 

W 

Mason  Lilley,  Forester 

GeorgiaFfecific  ^ 

The  Forest  Products  Company 


A  tL&iitas  a,H>d  the-  State-  oj-  Qborgu 


This  swift  and  relentless  transforma- 
tion is  fueled  by  equal  doses  of  innova- 
tion and  entrepreneurship.  It  is  the 
environment  that  inspired  Ted  Turner 
to  parlay  a  bankrupt  outdoor  billboard 
company  into  an  international  commu- 
nications and  entertainment  colossus. 
It  is  the  yearning  for  technological 
innovation  that  led  Georgia  companies 
to  develop  the  first  Wind  ows®-based 


word  processing  software,  the  first 
modem,  the  first  fiber-optic  cable  man- 
ufacturing plant  and  the  first  Integrated 
Services  Digital  Network  (ISDN)  for 
the  telecommunications  industry. 

"Atlanta  is  a  city  of  dreamers,  a 
place  of  visionaries  and  idealists,  "  says 
M  ayor  Bill  Campbell.  "Our  past  details 
a  distinguished  record  of  accomplish- 
ment and,  at  times,  storybook  success. 


And  our  future  promises  even  more." 

Atlanta  prospers  from  a  unique  part- 
nership among  business,  government 
and  peop  le.  "The  way  Atlanta's  business 
leaders  support  the  community  is  a 
direct  reflection  of  the  way  the  city  and 
state  governments  support  business," 
says  Andrew  Young,  former  Atlanta 
mayor  and  former  U.S.  ambassador  to 
the  United  Nations.  "Atlanta  benefits 
from  a  clear  sense  of  purpose  and 
direction." 

Corporations  in  Georgia  have  flour- 
ished in  this  environment,  and  they 
display  a  commitment  to  community 
activism  rarely  seen  elsewhere.  The 
Home  Depot  grew  from  modest  begin- 


nings in  Atl  anta  in  1978  to  become 
North  America's  largest  home  center 
retailer  and  one  of  the  nation's  most 
admired  corporations.  The  company 
not  only  signed  on  early  as  a  sponsor 
the  Atlanta  Olympic  Games,  but  it  is 
also  helping  assure  the  success  o  fthe 
world  s  secon  J-lar  gest  sporting  event  ii 
1996:  Bernard  Ma  reus,  chairman  and 
chief  executive  officer  of  The  Home 
Depot,  heads  the  corporate 
fund-raising  campaign  for 
the  Atlanta  Paralympic 
Games  for  physically  dis- 
abled athletes. 

The  willingness — in  fact 
eagerness — of  Atlanta  s 
business,  political  and  socid 
leaders  to  work  together  foil 
a  common  purpose  also  crej 
ated  an  outstanding  heritag 
of  civil  rights  and  racial  hai 
mony  in  the  community 
Mart  in  Luther  King  Jr. 
called  home.  Atlanta  was 
among  the  first  Southern 
cities  to  integrate  its  public 
schools  peace  fully.  Today 
students,  workers  and  busi 
ness  executives  of  all  races 
and  creeds  work  together 
productively. 

People  and  businesses  al 
swarming  into  Atlanta. 
Since  1970,  the  populatioi 
of  its  20-county  metropoli 
tan  area  has  doubled,  to  3.4  million; 
the  state  has  grown  to  7.1  million. 
Atlanta  has  outstripped  far  larger  corn 
munities  to  lead  the  nation  in  job 
growth  for  each  of  the  past  four  years, 
in  housing  starts  for  each  of  the  past 
five  years  and  in  immigration  for  the 
years  1990  to  1994.  The  metropolita 
region  continues  to  add  100,000  new! 
residents  each  year.  Last  year  alone, 
Atlanta  welcomed  a  record  260  new 
corporate  relocations  or  expansions. 

As  a  resu  It,  the  city  has  become  a 
leading  transportation,  finance,  com 
munications,  manufacturing,  merchai 
dising,  education  and  research  center 
with  a  highly  skilled  and  diverse 


Of  all  the  homes  we've  helped  improve  over  the  years, 
we  take  the  greatest  pride  in  our  own. 

It  all  started  in  Atlanta  in  1979.  Now  over  85,000  associates  in  over  425  stores  across  North  America 
are  helping  people  improve  their  homes.  Also,  as  a  proud  sponsor  of  this  year's 
Centennial  Olympic  games,  we're  helping  build  Americas  dreams. 
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workforce  and  a  technologically 
advanced  infrastructure  that  can 
sustain  growth  into  the  future. 

Just  as  important,  growth  hasn't 
sacrificed  a  superior  quality  or  life: 
Georgia  remains  a  very  nice  place  to 
live.  The  state's  moderate  climate  and 
diverse  geography  offer  an  array  of 
scenery,  recreation  and  lifestyle  alterna- 


tives ranging  from  the  South 
Appalachian  Mountains  to  "low  coun- 
try" Atlantic  coastal  islands. 

Atlanta  is  the  entertainment  and 
cultural  center  of  the  South,  with 
everything  from  the  internationally 
acclaimed  Atlanta  Symphony 
Orchestra  to  "America  s  hasehall 
team,  '  the  Atlanta  B  raves. 


This  summer  more  than  15,000 
athletes  and  2  million  spectators 
from  outside  the  United  States  will 
attend  the  1996  Olympic  Summer 
Games.  Another  3.5  billion 
international  viewers  will  watch  on 
television. 

And  millions  of  Americans, 
who  don't  live  in  the  more  than 
120,000  square  miles  currently 
served  by  The  Southern  Company, 
will  also  be  watching  or 
participating  -  either  on  television 
or  in  person. 

We're  very  excited.  You  see,  one 
of  our  companies  -  Georgia  Power 
-  is  providing  the  power  for 
everything  from  the  lights  in  the 
venues  to  the  electric  transportation 
in  the  Olympic  Village. 

And  they're  doing  a  lot  more. 

When  the  games  begin,  more 


than  1800  employees  will  be 
working  as  volunteers. 

In  fact,  Georgia  Power  has 
been  actively  involved  with 
helping  Atlanta  secure  the  games 
since  1987. 

They've  also  assumed  a  lead 
role  in  the  development  of 
Operation  Legacy,  an  aggressive 
campaign  designed  to  attract 
major  new  industries  to  the  state. 

We're  very  proud. 

However,  we  realize  that  the 
1996  Olympic  Summer  Games  is 
also  good  business  for  us.  You  see, 
we're  America's  largest  electric 
supplier.  But  we  also  provide  energy 
in  the  United  Kingdom,  Chile, 
Argentina,  the  Bahamas,  Trinidad 
and  Tobago,  as  well  as  consult 
in  Puerto  Rico,  Spain  and  Thailand. 

And  that's  only  the  beginning. 


So,  given  our  plans  to  expand 
both  in  this  country  and  around  the 
world,  we  look  at  the  1996 
Olympic  Summer  Games  as  a 
terrific  opportunity  to  showcase 
how  efficiently  our  companies 
can  operate. 

And  to  show  many  of  our  future 
customers  the  kind  of  service  they 
can  look  forward  to. 


Southern  Company 

Alabama  Power 

Georgia  Power 

Gulf  Power 

Mississippi  Power 

Savannah  Electric 

Southern  Electric  International 

©1996  The  Southern  Company 


MARTIN  LUTHER  KING,  JR.:  LEADER  AND  DREAMER. 

BORN  IN  ATLANTA,  GEORGIA  IN  1929,  DR.  KING 
DREAMED  OF  THE  DAY  WHEN  MEN  AND  WOMEN  OF 
ALL  COLORS  WOULD  JOIN  HANDS  AND  LIVE  IN 
HARMONY.  HIS  FAMOUS  1963  SPEECH,  "I  HAVE  A 


DREAM,"  LED  TIME  MAGAZINE  TO  NAME  HIM 
"MAN  OF  THE  YEAR."  TO  THIS  DAY,  HIS  FAITH 
IN  THE  HUMAN  SPIRIT  CONTINUES  TO  INSPIRE 
OTHER  GEORGIANS  TO  OVERCOME  ADVERSITY, 
AND  TO  BRING  THEIR  OWN  DREAMS  TO  LIFE. 


THE  H.O.P.E.  SCHOLARSHIP.  IT  STAN 
"HELPING  OUTSTANDING  PUPILS  EDUCATIOI 
AND  IT  CERTAINLY  LIVES  UP  TO  ITS  NAMI 
INNOVATIVE  PROGRAM  GUARANTEES  EVERY  G 
STUDENT  WHO  MAINTAINS  A  "B"  AVERAGE  IN  .' 


FOR  INFORMATION,  WRITE:  GEORGIA,  DEPT.  FBS,  P.O.  BOX  1776,  ATLANTA,  GA  30301,  USA  OR  FAX  404-657-4309. 


License  granted  by  Intellectual  Properties  Management,  Atlanta,  GA,  as  manager  of  the  King  Estate. 
©  1996 
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UITION  TO  ANY  STATE  COLLEGE,  UNIVERSITY  OR 
ICAL  SCHOOL.  BUT  H.O.P.E.  IS  MORE  THAN  JUST 

OLARSHIP.  IT'S  AN  INVESTMENT  IN  AN 
aiONAL  FUTURE  WHERE  EVERYONE  WINS- 

DLESS  OF  RACE,  CREED  OR  SCHOOL  COLOR. 


CARE  HEADQUARTERS  IN  ATLANTA.  FOR  OVER  50 
YEARS,  CARE  HAS  DELIVERED  MORE  THAN  $7  BILLION 
IN  AID.  TOUCHING  MILLIONS  OF  LIVES  IN  OVER  120 
COUNTRIES.  IT  IS  ONE  OF  COUNTLESS  ORGANIZATIONS 
TO  MOVE  TO  GEORGIA.  MAYBE  IT'S  BECAUSE  OF  OUR 


HIGHLY  SKILLED  LABOR  FORCE.  OR  THE  FACT  THAT 
GEORGIA'S  PRODUCTIVITY  RATE  IS  WELL  ABOVE  THE 
NATIONAL  AVERAGE.  OR  MAYBE  IT'S  JUST  BECAUSE 
PEOPLE  HERE  TRULY  BELIEVE  THE  KEY  TO  A  CARING 
WORLD  COMMUNITY  IS  A  CARING  LOCAL  ONE. 
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providing  daily  air  service  to  180  cities, 
including  30  international  destina- 
tions. The  facility,  only  minutes  from 
downtown,  handled  more  than  58  mil- 
lion passengers  in  1995.  A  new,  $500 
million  international  terminal  handles 
6,000  arriving  passengers  hourly. 

Hartsfield  continues  Atl  anta  s  long 
tradition  as  a  transportation  center. 
The  city  was  horn  as  the  southern  ter- 
minus o  f  the  Western  &  Atla  ntic 
Railroad  in  1837  and  was  simply  called 


highways  and  roads  rated  independ  ently 
as  the  hest  maintained  in  the  nation.  A 
total  of  1,244  miles  of  interstate  roads 
and  18,000  miles  of  federal  and  state 
designated  highways  connect  every 
corner  of  Georgia  with  the  rest  of  the 
nation. 

Two  of  the  nation's  most  heavily 
traveled  interstate  highways,  75  and 
85,  extend  through  Georgia  and  inter- 
sect with  Interstate  20  in  Atlanta,  one 
of  the  few  places  in  the  U.S.  wh  ere 
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give  the  world's  largest  container  vess 
unrestricted  access  to  the  Port  of 
Savannah.  More  than  50  carriers  reg 
larly  serve  250  ports  in  160  countrie 
from  Savannah,  which  offers  a  23-ad 
rree  Trade  Zone  that  can  delay,  redu| 
or  even  eliminate  import  duties. 
Brunswick,  80  miles  south  of 
Savannah,  is  tailored  to  meet  the  nee 
of  dry/liquid  hulk,  roll-on/ roll-off  anc 
hreakbulk  cargoes. 

Providing  the  Pedpl 
and  Resources  That 
Business  Needs 


Georgia  is  a  pro-husiness  environ- 
ment, with  the  people  and 
resources  to  hack  it  up. 

The  workforce  has  emerged  from  t 
centuries  of  educational  excellence.  T 
University  of  Georgia  was  one  of  the 
nation's  first  state-chartered  institutia 
of  higher  learning,  and  a  commitment 
to  learning  has  remained  a  top  priorit 
in  Georgia  ever  since.  Today,  more  th. 
half  of  Georgia's  puhlic  expenditures 
goes  toward  education. 


Terminus  until  1843.  America's  first 
railroad  and  first  passenger  train  origi- 
nated in  Georgia,  and  railroads  remain 
a  hig  part  of  its  transportation  mix,  as 
Georgia  sports  the  largest  rail  network 
in  the  Southeast.  Two  major  rail  sys- 
tems, CSX  Transportation  and  Norfolk 
Southern,  operate  some  4,000  miles  of 
main  and  hranch  line  track  in  the 
state,  with  another  1,000  miles  operat- 
ed hy  15  independent  railroads. 

Georgia  was  one  of  the  first  states 
to  complete  its  interstate  highway  sys- 
tem. A  recent  $1.2  hillion  construction 
program  to  increase  capacity  and  safety 
on  Atlanta's  busiest  portions  has  state 


three  interstates  connect  in 
the  center  of  a  major  city. 

Georgia's  road  and  rail 
networks  connect  wi  th  the 
world  at  deepwater  ports  in 
Savannah  and  Brunswick. 
Both  offer  state-o  f-the-art 
facilities. 

The  first  steamship  to  cross  the 
Atl  antic  was  hound  for  Savannah  and 
many  have  followed.  The  full-service 
harhor  has  one  of  the  world's  most 
modern  and  efficient  container  ports. 
Recent  construction  of  a  new,  185- 
foot,  vertical  clearance  bridge  and  a 
widened,  deepened  shipping  channel 


In  addition,  the  HOPE 
Scholarship,  funded  hy  the  state  lot- 
tery, covers  the  cost  of  tuition  and 
hooks  for  all  students  who  maintain  < 
least  a  B  average  in  Georgia  colleges. 
The  state  has  53  senior  colleges  and 
universities,  26  junior  colleges  and  3; 
technical  institutes.  Graduate  studies 
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Okay,  the  York  Triathlon™  Cooling  and  Heating  System  can't  control  the  stock  market. 
But  when  it  comes  to  comfort,  nothing's  better.  New  technology  means  it  can  remove 
humidity  from  the  air  more  effectively  than  other  systems.  It  also  distributes  cooled  and 
heated  air  more  evenly.  And  because  of  the  Triathlon's  advanced  design,  not  to  mention 
the  efficiency  of  natural  gas,  it  can  save  you  up  to  50%  year-round  on  operating  costs. 
The  Triathlon  Cooling  and  Heating  System.  It's  one  investment  that's  sure  to  pay  off. 

^  Atlanta  Gas  Light  Company 
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are  aval  lable  at  17  publ  ic  an  d  12 
private  institutions. 

Georgia  educators  have  made  partic- 
ular efforts  to  meet  the  growing 
demands  of  a  high-technology  society 
and  business  community.  Georgia 
Institute  of  Technology,  a  nationally 
recognized  learning  and  research  cen- 
ter, graduates  more  electrical  engineers 
than  any  other  school  in  the  nation, 


while  Southern  College  of  Technology 
is  the  nation's  largest  source  of  under- 
graduate engineering  technology 
degrees.  Quick  Start,  Oeorgia's  nation- 
ally acclaitned  employee  training  pro- 
gram, is  administered  throug  h  33  tech- 
nical  institutes  and  is  available  without 
charge  to  companies  locating  or 
expanding  in  Georgia. 

Georgia  students  and  businesses 
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Our  commitment  to  Georgia  doesn't  end  here. 
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Alth<  >ugh  we  do  supply  electric  power  to  over  70%  of  Georgia,  that's  only  the  beginning. 
( )glethorpe  Power  and  our  network  of  Electric  Membership  Corporations  (EMCs)  are 
helping  bring  new  companies  and  new  jobs  to  the  state.  And  we're  helping  Georgia 
homeowners  and  businesses  save  money  through  customized  energy  efficiency  programs 
and  services.  So.  the  next  time  you  see  an  outlet,  remember  that  there's  a  lot  more  behind  it 
than  a  bunch  of  wires.  If  you're  considering  expansion  or  relocation,  call  the  Georgia  Center 
For  Site  Selection,  a  service  of  Oglethorpe  Power  System,  at  1-800-241-5374,  ext.7290. 

OgiethorpePowerSystem 

http://www.opc.com 
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can  tap  into  one  of  the  most  sophisti 
cated  telecommunications  systems  in 
the  world.  Atlanta  is  home  to 
BellSouth,  the  nation's  largest  com- 
munications holding  company.  The 
metropolitan  area  constitutes  the 
world's  largest  local  calling  area — 
7,164  square  miles — and  BellSouth 
has  more  than  316,000  miles  of  big] 
capacity,  fib  er-optic  cable  in  place 
throughout  Georgia. 

Atl  anta  also  is  a  center  for  medical 
research,  anchored  by  the  U.S.  Cente 
for  Disease  Control,  and  for  health 
care  innovation  exemp  lified  by  such 
programs  as  Egleston  Children's 
Hospital,  which  operates  health  care 
centers  throughout  Atlanta.  These  cei 
ters  provide  quality,  convenient  and 
cost-effective  health  care  with  a  pedi- 
atric focus.  Emory  University  Medica 
School,  with  a  faculty  of  more  than 
1,000,  is  renowned  for  its  work  in  cai 
diology,  the  neurosciences,  oncology 
and  orthopedics.  Coronary  angioplasty 
was  developed  at  Emory  in  the  1980s 

Of  particular  interest  to  executivesi 
who  travel,  Emory's  international 
travelers'  clinic  compiles  information 
from  the  Centers  for  Disease  Control 
and  the  World  Health  Orga  nization  t 
monitor  health  conditions  around  the 
world.  Clients  receive  consultations, 
immunizations,  medications  and 
summaries  of  political,  social  and 
climatic  conditions. 

Throughout  Georgia,  160  general 
hospitals,  more  than  11,000  M.D.s 
an  d  3,300  dentists  provide  high-qualiU 
timely  care  to  individuals  in  both  1 
and  small  communities. 

-  Atlanta  is  the  nation  s  third-1  argest 
convention  center,  and  is  emerging  as  t 
international  venue  for  wholesale  mer 
chandising.  The  Atlanta  Market  Cente) 
was  developed  by  Georgia  native  and 
internationally  recognized  architect  Jori 
Portman.  It  includes  merchandise,  gift 
and  apparel  marts,  bringing  together  tli 
top  manufacturers  and  retailers  from 
every  U.S.  state  and  more  than  50 
countries  worldwide.  As  Atlanta's  inter) 
national  business  growth  continues,  th 
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Atlanta  Market  Center  will  play  an 
lcreasingly  pivotal  role  in  serving  tke 
•oriel'  s  retailing  communities. 

Ample  ana  cost-  effect  ive  electric 
ower  is  provided  principally  by 
lvestor-owned  Georgia  Power  Co.  and 
Oglethorpe  Power  Co.,  a  generation 
nd  transmission  cooperative  of  39 
lectric  membership  corporations  across 
le  state.  In  a  unique  "customer 
loice"  power  arrangement  in  Georgia, 
'usinesses  with  connected  loads  of 
lore  than  900  kilowatts  may  choose 
leir  own  power  supplier.  So  if  you  are 
■eating  a  new  facility  or  expanding  an 
cisting  business  in  Georgia,  you  may  be 
jle  to  select  your  own  power  supplier, 
[hat  means  healthy  competition,  and 
hat  breeds  efficiency. 

"In  Georgia,  a  business  as  small  as  a 
•ocery  store  may  choose  its  own  electric 
wer  supplier,"  says  Louis  Lockhart, 
rector  of  economic  development  at 
glethorpe  Power.  "That  means  power 
>mpanies  in  Georgia  are  very  cost-con- 
ious  and  spend  a  lot  of  time  improving 
e  quality  of  their  service." 

Georgia  Power  and  Oglethorpe  work 
Dsely  with  the  Georgia  Department  of 
dustry,  Trade  &  Tourism  to  foster 
onomic  development  in  the  state, 
mong  other  things,  they  participate 
I  the  Academy  for  Economic 
:velopment,  a  program  to  educate 
mmunities  throughout  the  state  on 
;  planning  and  infrastructure  needed 
support  local  businesses  and  attract 
w  ones.  These  organizations  also 
lp  communities  and  prospects  take 
l    dvantage  o  the    umerous  invest- 
;nt,  tax,  training  and  other  incen- 
es  available  for  locating  in  Georgia. 
"Economic  development  is  an 
portant  part  of  our  business,  and  in 
iorgia  there  is  unique  cooperation 
tween  government    nd  b  siness, 
is  A.W.  Dahlberg,  president  and 
id'   xecutive  officer  of  The  Southern 
impany,  parent  of  Georgia  Power, 
s  good  citizenship  to  help  bring  new 
is  to  the  communities  we  serve,  and 
nakes  good  business  sense  for  our 
npany. " 


Nd  Place  Quite  Like  It 


ithin  Georgia's  nearly  60,000 
square  miles,  you'll  find  some  of 
the  oldest  mountains  on  earth,  heavily 
forested  rolling  hills,  mild  tropical 
plains,  teeming  saltwater  marshes  and 
primitive  coastal  islands.  In  cities, 
modern  and  turn-of-the-century 
homes  nestle  in  tree-shaded  neighbor- 
hoods only  minutes  from  gleaming 
office  towers  and  full-service  indus- 
tria  l  parks.  Old  World  charm  and 
natural  beauty  blend  with  new  world 
sophistication  in  a  lifestyle  un- 
matched anywhere. 

"Simply  put,  Georgia  is  a  great 
place  to  live  and  a  dynamic  place  to 
work,"  says  David  R.  Jones,  president 
and  chief  executive  officer  of  Atlanta 
Gas  Light  Co.,  the  larg  est  natural  gas 
distri  but  or  in  the  Southeast  and  the 
oldest  active  corporation  in  Atl  anta. 
"As  a  business,  we  are  indeed 


fortunate  to  be  part  of  such  a  positive 
environment." 

Yes,  Georgia  is  azaleas,  magnolias 
and  antebellum  architecture.  But  it  is 
also  microwaves  and  microprocessors, 
merchant  bankers  and  merchandisers, 
scholars  and  sports  fans.  It  is  year- 
round  golf,  world-class  sailing,  scenic 
mountain  hiking  and  prime  bird  hunt- 
ing. But  most  of  all,  it  is  people,  opti- 
mistic and  eager  for  business. 

Little  wonder  that  Georgia  Governor 
Zell  Miller  can  declare:  "When  the 
world  spotlight  shines  on  Georgia  in  a 
few  months,  we  are  going  to  show 
them  a  state  that  is  beautiful  and 
friendly,  vibrant  and  healthy.  A  state 
where  people  and  businesses  want  to 
be.  A  state  that  is  striding  confidently 
and  boldly  forward  to  embrace  the 
21st  century. 

Patrick  Wallace  is  a  former  Atlanta  news 
bureau  chief  for  The  Wall  Street 
Journal. 


THE 
WORLD 
BUYS 
HERE. 


In  the  world  of  retailing,  one 
market  means  big  business: 
AmericasMart* Atlanta.  Capital 
of  innovative  merchandising. 
Home  of  the  world's  largest 
collections  of  gift,  home  accents, 
home  furnishings,  home  tex- 
tiles, gardens  and  area  rug  prod- 
ucts, plus  apparel  and  sporting 
merchandise.  And  host  to  leading 
retailers  from  every  U.S.  state 
and  more  than  100  countries. 

For  more  than  35  years,  we've 
welcomed  the  retailing  world 
to  Atlanta.  And  while  our  bus- 
iness spans  the  globe,  we  are 
proud  to  call  Atlanta  home. 


MAC 

THE  WORLD'S  LARGEST 
TRADE  MART/TRADE  SHOW 
ORGANIZATION 


AmericasMa  rt*A  tlan  ta 

A  Division  o/AMC,  Inc. 

404-220-2000 
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Putting  her  in  an  icy  bath  to  bring  her 
temperature  down  could  make  her  sicker. 
So  use  lukewarm  water  instead.  Call  her 
doctor.  And  if  necessary,  bring  her  to  the 
Egleston  Children's  Health  Care  Center 
in  your  neighborhood. 


EGLESTON  CHILDREN'S 
HEALTH  CARE  CENTERS  ARE  HERE 
WHERE  AND  WHEN  YOU  NEED  US. 

Sometimes  kids  need  more  than  our  health 
and  safety  tips.  That's  why  the  Egleston 
Children's  Health  Care  Centers  are  here  to 
treat  minor  illnesses  and  injuries  like  sprains, 
cuts,  sore  throats  and  the  flu.  Conveniently 
located  in  neighborhoods  around  Atlanta, 
with  more  opening  soon.  Each  center  is 
staffed  by  friendly,  experienced 
Egleston  Children's  Hospital 
doctors  and  nurses,  specially 
trained  to  treat  kids.  In  cheery 
surroundings  to  help  you  and 
your  child  feel  more  comfortable 

And  we're  open  every  day, 
including  evenings,  weekends  and  holidays. 
The  centers  are  all  part  of  the  Egleston 
Children's  Health  Care  System.  Georgia's 
most  comprehensive  system  designed  to  meet 
the  total  health  needs  of  children.  Because 
with  Egleston,  children  come  first. 


If  your  chdd  falls  and  has  an  injury 
that  starts  to  swell,  try  R.I.C.E. 
Rest,  Ice,  Compression,  and 
Elevation.  If  that  doesn't  help,  call  f 
doctor.  And  if  necessary,  bring  him 
to  the  Egleston  Children's  Health 
Care  Center  in  your  neighborhood 


Egleston  Children's  Hospital  at  Emory  Univer: 
Egleston  Children's  Neighborhood  Centers 
Primary  Care  Pediatricians 


Listen  for  signs  of  wheezing  or 
trouble  breathing.  If  your  child 
develops  these  symptoms,  call  her 
doctor.  And  if  necessarv,  bring  her 
to  the  Egleston  Children's  Health 
Care  Center  in  your  neighborhood. 


4» 


Eqleslbn  Children's 

^HEALTH  CARE  SYSTEM 

For  the  Egleston  Children's  Health  Care  Center 
and  pediatrician  nearest  you,  call 

(404)  325-9700 


It  may  hurt  more  when  he's  lying 
down.  To  help  relieve  the  pressure,  try 
picking  him  up  and  holding  him.  Then 
call  his  doctor.  And  if  necessary,  bring 
him  to  the  Egleston  Children's  Health 
Care  Center  in  your  neighborhood. 


©1996  Egleston  Children's  Health  Care  Sy 
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The  stagnation 
myth 


BY  STEVE  H.  HANKE 


Steve  H.  Hanke  is  a 
professor  of  Applied 
Economics  at 
The  Johns  Hopkins 
University  in  Baltimore. 


Measures  of  well-being 


Wages  and  income  adjusted  for  inflation 
240 

Per  capita 
personal  income 


Horatio  Alger  is  vhrboti  n  on  university 
campuses.  The  Marxists  and  their  camp  follow- 
ers who  control  the  curricula  have  seen  to  that. 
The  media  have  taken  up  the  cry:  Horatio  Alger 
is  dead  in  America — if  indeed  he  ever  lived. 

In  March  the  New  York  Times  published  a 
mind-mimbingly  boring  seven-part  series  "re- 
porting''' that  the  American  dream  of  oppor- 
tunity and  upward  mobility  is  dead.  This  errant 
nonsense  has  now  invaded  the  political  arena. 
The  message  is: 

■  Wages  and  incomes, 
adjusted  for  inflation,  are 
tailing. 

■  The  rich  are  getting 
richer;  the  poor,  poorer; 
and  most  of  us  are  getting 
nowhere. 

■  Thanks  to  corporate 
downsizing,  job  security  is 
a  thing  of  the  past. 

■  If  you  accept  these  con- 
ditions, the  stock  market 
boom  proves  that  the  in- 
terests of  the  rich  are  no 
longer  the  same  as  the  in- 
terests of  everybody  else. 

The  above  is  becoming 
accepted  wisdom.  There's 
scarcely  an  atom  of  truth 
in  it.  This  nonsense  has 
been  arrived  at  by  ignor- 
ing the  facts  and  by  tortur- 
ing a  selected  set  of  data  anm 
until  it  yields  the  desired 
results. 

Are  we  really  becoming  a  nation  of  ham- 
burger flippers?  Well,  yes.  In  1948  there  were 
only  9,723  Americans  working  in  fast-food 
restaurants.  By  1994  there  were  2.9  million, 
making  fast  food  the  fastest-growing  U.S.  in- 
dustry in  the  postwar  era.  And,  yes,  the  pay  is 
low,  averaging  only  $4.75  an  hour. 

But  don't  carry  this  too  far.  These  jobs 
aren't  typical  of  the  work  force.  Nearly  70%  of 
the  fast-food  workers  are  teenagers  working 
part-time,  most  of  them  staying  on  the  job  less 
than  a  year.  Thank  you,  McDonald's.  This 
outfit  now  provides  1  in  1 5  American  workers 
with  his  or  her  first  real  work  experience. 

The  more  serious  prophets  of  doom  cite 


Source:  The  National  Center  for  Policy  Analysis 

Total  compensation  is  average  hourly 
wages  plus  employee  benefits.  Per 
capita  personal  income  is  income 
from  all  sources,  minus  taxes. 


statistics  on  median  household  income.  This 
measure  of  monetary  well-being  fell  by  about 
one-tenth  of  a  percentage  point  annually  from 
1973  through  1993.  True — up  to  a  point. 
The  household  income  data  are  tainted.  The 
average  household  size  has  been  steadily 
shrinking  since  1973.  Consequently,  household 
income  statistics  over  the  past  20  years  contain 
a  significant  downward  bias. 

If  the  statistics  are  normalized  to  remove 
this  bias,  adjusted  real  household  income  in- 
creased by  roughly  one-half  a  percentage 

point  annually,  from  1973 
through  1993.  In  fact, 
things  are  slowly  getting 
better,  not  worse. 

Average  hourly  real 
wages  declined  by  one-half 
a  percentage  point  annu- 
ally from  1973  through 
1993.  Again  true — as  the 
chart  shows.  But  wage  data 
alone  are  tainted  and  fail 
as  a  true  gauge  of  monetary 
well-being.  The  data 
don't  count  employee 
benefits:  health  care,  re- 
tirement, vacations  and 
holidays,  sick  leave,  fam- 
ily leave,  and  so  on.  These 
are  very  real  benefits — 
doubly  so  since  they  are  un- 
taxed or  are  taxed  at  a 
substantially  lower  rate 
than  wage  income.  Once 
employee  benefits  are  add- 
ed to  raw  wage  data,  the 
American  workers'  monetary  well-being  pic- 
ture changes  dramatically  (see  chart  above). 
From  1973  through  1993,  real  total  compen- 
sation, which  includes  wages  and  benefits, 
rose  by  about  one-half  a  percentage  point 
annually. 

But  there  is  an  even  better  gauge  of  mone- 
tary well-being,  and  it  is  no  surprise  that  the 
prophets  of  doom  try  to  ignore  it:  real  per 
capita  personal  income.  It  includes  wages, 
rents,  interest,  profits  and  government  trans- 
fers, less  taxes  paid — per  person.  This  measure 
avoids  the  problems  of  household  income 
data  because  the  economic  unit  is  fixed  at  one- 
person.  From  1973  through  1993,  real  per 
capita  personal  income  registered  steady  im- 
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provement,  increasing  by  1.4%  annually  (sec- 
chart,  p.  145). 

The  phoniness  of  the  doomstcr  argument 
thus  becomes  clear.  By  talking  about  families 
rather  than  individuals  and  by  ignoring  a  ma- 
jor part  of  peoples'  net  income,  the  doomsters 
make  a  plausible  case.  Lies  and  tortured  statis- 
tics. Arc  the  doomsters  cynical?  Or  just  plain 
ignorant?  A  bit  of  both,  I  suspect. 

The  steady  improvement  in  personal  in- 
come is  mirrored  by  another  measure  of  well- 
being:  real  per  capita  personal  consumption 
expenditures.  From  1973  through  1993,  this 
measure  increased  by  1.7%  annually.  In  short, 
consumption,  which  is  presumably  the  end  goal 
of  all  economic  activity,  has  increased  even 
more  rapidly  than  personal  income. 

Let's  move  on  to  the  doomsters'  clinching 
argument:  that  economic  inequality  is  growing 
in  the  U.S.  To  support  this  claim,  they  point 
out  that  the  top  one-fifth  of  households  get 
49.1%  of  the  total  U.S.  income,  while  the 
bottom  one-fifth  receive  only  3.6%.  They  add 
that  since  1973  only  the  top  one-fifth  of  the 
income  distribution  have  increased  their  share 
of  total  income,  while  the  bottom  four-fifths 
have  seen  their  share  dwindle.  Doesn't  that 
prove  that  the  poor  are  mired  in  poverty  while 
the  rich  are  secure  with  their  stocks  and  bonds? 

Hold  it,  folks.  Michael  Cox  and  Richard 
Aim  of  the  Federal  Reserve  Bank  of  Dallas  have 
taken  these  income  inequality  arguments 
apart  in  the  bank's  1995  annual  report.  Cox  and 
Aim  explain  that  the  U.S.  is  not  a  caste  society 


with  rigid  class  lines.  As  the  chart  below  show  s, 
only  5.1%  of  those  who  were  in  the  bottom 
one-fifth  of  the  income  distribution  in  1975 
were  still  there  in  1991.  In  other  words  19  out 
of  every  20  of  the  poorest  people  had  moved  up 
the  economic  ladder,  with  6  of  them  reaching 
the  highest  rung  by  1991 .  Indiv  iduals  in  the 
second,  third  and  fourth  quintiles  of  income 
distribution  also  displayed  plenty  of  upward 

We  hate  to  spoil  a  good  story, 
but  it  just  isn't  true 
that  income 
is  stagnating 

for  the  average  American. 

mobility,  with  72.3%,  49. 1%  and  37.4%,  re- 
spectively, moving  up  the  ladder. 

Nor  are  the  "rich"  all  that  secure.  Of  those 
who  w  ere  in  the  highest  quintile  of  the  income 
distribution  in  1975,  37.5%  had  fallen  to  low- 
er levels  by  1991 .  In  short,  "poor"  and  "rich" 
aren't  permanent  states  but  ever-changing 
pools  of  people. 

You  wouldn't  know  any  of  this  from  read- 
ing the  newspapers  and  newsmagazines  or  frorrj 
watching  television.  If  the  media  are  going  to 
talk  about  the  distribution  of  wealth  and  of 
income,  if  these  are  to  become  subjects  for 
political  sound  bites,  can't  we  at  least  get  the 
facts  right?  Hi 


Moving  on  up 


Change  in  income  from  1975  to  1991  (by  quintile) 
Highest 

Fourth 

Third 


4.2% 


Second 


Lowest 


Decreased 

Unchanged 

Increased 


23.5% 

72.3% 

Of  individuals 
who  were  in  the 
lowest  income 
quintile  in  1975, 
5.1%  were  still 
there  in  1991, 
while  94.9% 
moved  to  higher 
quintiles. 


5.1% 


Source:  Federal  Reserve  Bank  of  Dallas 
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Howard  Hughes  fired  Robert  Maheu, 

but  that  hasn't  kept  Maheu  from  becoming 

the  nutty  billionaire's  spiritual  heir. 

Living  long  is 
the  best  revenge 


By  Seth  Lubove 

Robert  Maheu  wrote  a  footnote  to 
history  in  I960  when  the  Central 
Intelligence  Agency  chose  him  to  pay 
off  the  mobsters  w  ho  w  ere  supposed 
to  poison  Cuban  dictator  Fidel  Cas- 
tro. The  poisoning  attempt  was 
botched,  but  it  was  only  a  brief 
distraction  from  Maheu's  main  oc- 
cupation as  a  front  man  for  w  eirdo 
billionaire  Howard  Hughes,  who 
had  earlier  hired  Maheu  as  a  kind  of 
sexual  private  eye  to  tail  some  of  his 
many  lovers  and  their  partners  and 
ex-partners.  Maheu  also  helped 
keep  at  bay  the  process  servers  con- 
stantly on  Hughes'  back. 


From  that  unpromising  beginning, 
Bob  Maheu  has  become  one  of  Las 
Vegas'  most  prominent  citizens.  "He 
is  the  unsung  hero  of  Las  Vegas," 
gushes  Ronald  Robinson,  president 
of  Crowne  Ventures  Inc.,  a  real  estate 
investor  and  mail  order  hawker  of 
1950s  nostalgia  items,  of  w  hich  Ma- 
heu is  chairman.  "It  w  as  Bob  Maheu 
w  ho  created  the  atmosphere  that  al- 
lowed corporations  to  get  into  gam- 
ing. Instead  of  Wall  Street,  we  had  the 
Teamsters." 

Maheu,  now  78,  is  also  receiving 
options  for  stock  worth  over 
$800,000  to  serve  as  vice  chairman  of 


Stratosphere  Corp.,  a  publicly  owned 
gambling  company  which  is  about  to 
open  Las  Vegas'  Stratosphere  Tower, 
a  1, 149 -foot- tall  casino  tower.  Ma- 
hue  doesn't  do  much  for  the  company 
other  than  fulfilling  his  director  re- 
sponsibilities. Stratosphere's  chair- 
man, Robert  Stupak,  says  he  hired 
Maheu  for  his  brains. 

Maheu — and  Hughes — got  into 
the  casino  business  almost  by  acci- 
dent. Hughes  arrived  at  Las  Vegas' 
Desert  Inn  in  1966,  Maheu  in  tow, 
and  stayed  so  long  that  the  then- 
owners — led  by  onetime  rumrunner 
Morris  (Moe)  Dalitz — complained 
that  Hughes  had  overstayed  his  wel- 
come by  taking  up  rooms  that  were 
needed  for  big  gamblers. 

Maheu  convinced  Hughes  to  buy  a 
long-term  lease  to  the  place  for  $  1 3.2 
million.  Hughes  began  to  appreciate 
the  profit  possibilities  in  gambling, 
and  ordered  Maheu  to  snap  up  as 
many  casinos  as  possible.  Maheu  ac- 
quired seven  casinos  for  his  boss  be- 
tween 1966  and  1968,  including  the 
Sands,  the  Frontier,  the  Silver  Slipper 
and  the  Landmark.  Those  were  the 
days  when  gangsters  like  Salvatore 
(Sam)  Giancana  and  dapper  John 
Rosselli  infested  Las  Vegas,  but  that 
didn't  bother  Hughes  or  Maheu. 
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Here's  a  business  where  the  boss 

gets  the  same  pay  the.workers  get. 

It  works  because  an  exceptional  man  makes  it  work. 

"The  second 
paycheck" 


They  would  have  bought  even  more 
casinos  it'  the  Justice  Department 
hadn't  said  enough  was  enough. 

The  mob  is  pretty  much  gone  from 
Las  Vegas  and  the  towering  figure  of 
Howard  Hughes  is  just  a  memory, 
but  Bob  Maheu  is  still  going  strong 
as  a  facilitator  and  expediter,  a  guy 
who  can  set  you  up  with  Kirk  Kerkor- 
ian,  say,  or  Barron  Hilton.  In  addition 
to  his  board  positions  at  Stratosphere 
and  Crowne  Ventures,  he  is  always 
available  as  a  "consultant."  "Bob 
knows  everybody,"  enthuses  Crowne 
Ventures1  Ron  Robinson. 

Maheu  consults  for  Dial  Corp.'s 
trade  show  management  business. 
The  division  competes  fiercely  against 
Freeman  Cos.  (Forbes,  Mar.  25), 
which  has  long  had  a  monopoly  on 
the  lucrative  contract  to  run  the  Re- 
publican presidential  convention. 
Maheu  has  been  asking  his  GOP  con- 
tacts to  give  Dial  a  shot  at  getting  the 
contract. 

In  all,  Maheu  derives  a  very  nice 
living  from  his  long-ago  association 
with  Hughes.  But  here's  the  twist: 
The  man  who  seems  to  have  inherited 
Howard  Hughes1  mantle  as  the  per- 
son who  brought  legitimate  money  to 
Las  Vegas  actually  parted  with 
Hughes  amid  a  great  deal  of  acrimo- 
ny. Hughes  fired  him  in  1970,  accus- 
ing him  of  embezzlement.  Maheu 
sued  for  libel  and  lost  when  the  jury 
verdict  against  Hughes  was  over- 
turned. 

But  by  outliving  his  old  boss,  the 
ex-private  eye  had  the  final  word.  He 
has  become  a  kind  of  heir  to  the 
Hughes  legend  and  a  sort  of  informal 
clearinghouse  for  a  thriving  cottage 
industry  of  books,  documentaries  and 
newspaper  and  magazine  stories  relat- 
ing to  Hughes. 

Twenty  years  after  his  death, 
Hughes  continues  to  fascinate: 
There  have  been  322  books — in- 
cluding Maheu's  own  1992  biogra- 
phy— and  the  just-published  482- 
page  tome,  Howard  Hughes:  The 
Untold  Story,  by  Peter  Harry  Brown 
and  Tat  H.  Broeske.  Brown  and 
Broeske  describe  how  Maheu  uses 
his  position  to  get  even  with  the 
Hughes  handlers  who  helped  get 
him  fired,  accusing  them  of  having 
controlled  Hughes  through  drugs, 
among  other  allegations.  He  who 
laughs  last.  .  .  .  ■ 


By  Jerry  Flint 


Polishing  a  frame 

Love  my  bike,  love  my  co-op. 


In  my  carkhr  I've  met  many  execu- 
tives who  say,  "Monev  isn't  impor- 
tant. It's  just  a  way  to  keep  score." 
Who's  kidding  whom,  you  sayr  The 
other  day  I  met  an  executive  w  ho 
really  doesn't  care  that  much  about 
money.  Bruce  Creps  runs  Burley  De- 
sign Cooperative  in  Eugene,  Ore. 
This  may  not  be  the  most  unusual 
business  in  the  U.S.,  but  it  ranks  right 
up  there. 

As  the  full  name  implies,  Burley  is 
owned  by  its  workers.  That's  not  un- 
common. What's  uncommon  here  is 
that  Burley  is  a  real  business — roughly 
$9  million  worth  of  goods  turned  out 
last  year — and  makes  a  real  profit- 
about  $2  million  in  net  earnings. 

Bruce  Creps  runs  the  company, 
even  though  his  calling  card  just  has 
his  name — no  title.  Everyone  at  Bur- 
ley told  me  Bruce  was  the  man  to  see. 
"We're  not  real  heavy  on  titles  around 


here,"  he  understated.  "Titles  imply 
some  sort  of  hierarchy  that  we  don't 
have,  where  people  stand  up  and  say 
"Yes,  sir'  or  'Yes,  ma'am.'  We  don't 
use  titles  to  indicate  source  of  power 
or  [that  someone's]  arrived  at  a  cer- 
tain position." 

Burley  makes  bicycle  trailers — 
those  little  carts  pulled  behind  a  bike. 
It  also  makes  tandems,  or  bicycles 
built  for  two,  and  rain  gear.  All  prod- 
ucts for  cyclists  and  all  marketed 
through  independent  bike  shops. 

In  this  cooperative  everybody  gets 
the  same  pay  rate,  $10.50  an  hour. 
Creps,  the  general  manager,  gets  paid 
the  same  as  the  women  at  the  sewing 
machines.  There  are  no  golden  para- 
chutes and  no  paid  holidays.  You 
want  to  take  time  off)  You  can,  but 
you  don't  get  paid. 

The  cooperative  was  born  partially 
from  idealism,  partially  from  despera- 
tion. Burley  was  started  back  in  1969, 
by  a  woman  remembered  as  Burly 
Bev,  and  her  companion — hence, 
with  a  slight  mispelling  of  burly,  the 
company  name.  They  ended  up  in 
Oregon  making  bags  and  backpacks 
and  transporting  them — by  bike,  of 
course — to  a  Saturday  market.  They 
later  built  a  bike  trailer  to  earn-  the 
bags  to  market.  Later  they  sold  the 
business  to  the  employees,  who 
formed  the  coop. 

The  business  didn't  prosper.  It  was 
soon  dow  n  to  four  workers.  One  of 
them,  happily,  was  Bruce  Creps.  He| 
was  determined  to  make  the  co-opl 
work.  Bruce  would  work  until  mid 
night  and  sleep  on  the  table  used  for 
cutting  material  for  the  bags  and 
backpacks.  Why  didn't  he  just  go  and 
get  a  good-paying  job?  "It  seemed 
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Mark  Jacobson,  the  financial  officer,  and  Bruce  Creps  (right),  Burley's  general  manager 

"We're  not  real  heavy  on  titles,"  says  Bruce.  "Titles  imply  a  hierarchy  that  we  don't  have.' 


there  was  oodles  of  potential  here," 
Creps  says,  "and  a  lot  of  work  for  a  lot 
of  people.  It  was  worth  pushing  hard 
to  see  if  it  could  be  done.11  He  also 
loved  bicycles.  He  has  four — one  for 
commuting,  a  tandem  built  for  two,  a 
racing  model  for  w  eekends,  and  one 
in  parts  to  work  on.  He  does  not  own 
an  automobile. 

Creps  figures  that  since  w  e  all  have 
to  work,  we  might  as  well  work  at 
something  we  believe  in.  He  believes 
in  bicycles.  He  believes  in  coopera- 
tives, too.  "I  hadn't  read  about  co- 
ops. I  hadn't  worked  in  one  until  I 
came  here.  But  I  believed  in  the  con- 
cept, that  it  could  be  done." 

So  he  read  books  on  management, 
learned  about  costs  and  purchasing.  It 
didn't  take  long  to  figure  out  that  the 


bike  bag  and  backpack  business  was 
too  competitive.  Rut  that  bike  trailer 
was  unique;  they  don't  import  them 
from  China.  Burley  concentrated  on 
that.  By  1987  business  was  up  to  $1 
million. 

Now  Bruce  worried  about  being  a 
one-product  company.  Tandem  bicy- 
cles followed.  The  members  also  keep 
busy  doing  contract  sewing  for  anoth- 
er company,  making  vurts — Mongo- 
lian tents.  It  worked,  Burley  pros- 
pered, and  the  work  force  climbed  to 
over  100. 

A  commendable  decision  was  to 
sell  the  products  on  merit  and  not  use 
the  cooperative  status  to  win  sympa- 
thy among  consumers.  "We  didn't  do 
the  guerrilla  number  like  Ben  &  Jer- 
ry's," ('reps  savs. 


Burley  says  it  has  half  the  market  for 
bike  trailers,  which  retail  from  $250 
to  $375,  and  30%  of  the  market  for 
higher-priced— $1,200  to  $2,000— 
tandems. 

Is  that  all  the  workers  get?  Just 
$10.50  an  hour?  Not  quite.  About 
half  the  $2  million  in  profits  goes  back 
into  the  business.  The  other  half  is 
divided — share  and  share  alike — 
among  the  95  cooperative  members. 
A  co-op  member  can  count  on  maybe 
$20,000  in  wages  and  $10,000  more 
from  profits. 

What  about  the  reinvested  profits? 
Eventually  they  belong  to  the  work- 
ers— share  and  share  alike — but  the 
cooperative  is  permitted  to  use  them 
for  a  few  years. 

But,  hey,  a  manager  like  Creps 
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Robot  assembly  in  Burley's  plant 

"Our  goal  wasn't  to  employ  more  people  in  Taiwan,"  says  Creps. 


could  do  better  than  $30,000  to 
540,000  a  year.  "I  don't  often  think 
about  making  more  money  else- 
where," Creps  says.  He  ow  ns  his  own 
home,  but  it's  nothing  to  make  Bill 
Gates  jealous.  "I  guess  you  would  call 
it  a  bungalow." 

"  The  base  pay  is  enough  to  have  a 
decent  living  in  Eugene,"  says  Creps, 
"and  we've  got  the  other  thing.  We 
call  it  the  second  paycheck.  It's  in- 
volvement in  work,  the  freedom  from 
arbitraiy  dismissal. 

"We've  thought  that  there  may 
come  a  day  when  we  have  trouble 
finding  specialized  people,  in  corpo- 
rate affairs,  legal,  engineering.  But  we 
haven't  run  up  against  it  yet." 

There  are,  to  be  sure,  limitations. 
"Here  was  a  company  that  could  go 
to  S50  million  without  any  problem, 
but  isn't,"  complains  a  former  busi- 
nessman who  worked  at  Burley  but 
left  in  frustration. 

"The  parliamentary  style  of  deci- 
sion-making drove  me  crazy,"  he 
says,  "and  crippled  the  ability  to  move 


the  company  forward.  In  an  ordinary 
company,  people  making  decisions 
know  their  fields.  Marketing.  Manu- 
facturing. You  get  a  team  of  experts 
together.  At  Burley  you  raise  your 
hand  when  you  have  something  to 

"Criticizing  Bruce  Creps 
is  like  hitting 
your  mother." 

say,  and  get  called  on  in  the  order  of 
raising  your  hand." 

That  this  strange  structure  works 
says  a  lot  about  Creps.  The  former 
member  concedes  as  much:  "He  al- 
lows other  people  to  give  the  author- 
ity to  him.  And  criticizing  Bruce  is 
like  hitting  your  mother."  Unortho- 
dox, but  it  works — because  Creps  is 
unusual. 

But  Creps  doesn't  think  about 
moving  on.  He  thinks  about  new 
products.  The  latest  is  the  "Piccolo," 
a  bike  trailer  modeled  as  a  little  bicy- 


cle, so  a  child  can  pedal  away  while 
being  towed.  Burley  is  also  thinking 
about  a  big  tricycle  for  old  folks. 
What  about  mountain  bikes?  No 
good,  he  says. 

Any  Burley  product  must  be  "small 
enough  or  obscure  enough  that  the 
trailer  loads  from  Taiw  an  don't  hap- 
pen. People  say  let's  make  lawn  mow- 
ers, let's  make  canoes.  They  can  make 
them  in  Taiwan.  Our  goal  wasn't  to 
employ  more  people  in  Taiwan." 

Burley's  highly  specialized  prod- 
ucts are  sold  by  independent  bike 
shops,  not  the  Wal-Marts  or  Kmarts. 
But  giant  sports/bike  specialty  chains 
are  grabbing  half  the  bike  sales  today, 
and  Burley  has  to  figure  out  if  it  can 
sell  through  these  giants  without  an- 
tagonizing the  independents.  He'll 
find  a  way. 

Creps  isn't  a  flaming  crusader  who 
thinks  he  can  change  American  soci- 
ety. "We  have  two  overriding  be- 
liefs," he  says.  "Topromote  the  use  of 
bicycles,  and  to  promote  cooperative 
work  places."  M 
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Breakthrough  Productivity 
and  Individual  Empowerment 


Increasing  productivity 
throughout  your  organization  and 
empowering  the  individual  worker  is  a 
critical  key  for  succeeding  in  business  today. 
NEC  integrates  computers  and  telephones  to 
deliver  this  powerful  formula.  Through  our  FUSION 
Integrated  Communications  Strategy,  we  liberate  you  and 
your  business  to  adapt  to  changing  markets  — and  to  seize 
profitable  business  opportunities. 

FUSION  empowers  the  information  worker  with  breakthrough 
productivity.  In  lact,  the  FUSION  Integrated  Environment  delivers 
■  multiple  media  technology  and  software  application  solutions 

across  the  organization.  Enabling  individuals,  departments  and 
strategic  work  groups  to  increase  revenue,  slash  costs, 
enhance  delivery  and  improve  service.  Voice,  data,  text, 
video  and  imaging  —  multiple  media  lor  multiple  results. 
Break  through  to  the  FUSION  Integrated  Environment. 

To  find  out  more  about  the  FUSION  Integrated  Communications 
Strategy,  contact  your  local  NEC  dealer,  call  us  at  1-800-TEAM-NEC 
or  visit  our  website  at:  http://uavw.nec.com 


Linking  people  with  information  through  integrated  technology. 


No  one  carries  more  weight  in  the  wo 


First  Row:  Don  Layton,  Dick  Matteis,  Ed  Miller.  Michel  Kruse,  Walter  Shipley.  Torn  Labrecque,  Bill  Harrison.  Arjun  Mathrani.  Jimmy  Lee,  Jim  Zeigon 
Second  Row:  Cynthia  Green,  John  Fox,  Herb  Aspbury,  Carol  Burt.  Paul  Brandow,  Paul  Beckwith,  Doug  Anderson,  Henry  Gooss,  Suzanne  Hammett,  Terry  Todman.  Aristtdes  Georgantas,  Ina  Drew 
Third  Row:  Maria  Elena  Lagomasino,  Sarah  Jones,  Frank  Lourenso,  Nina  Lihn,  Bernie  Jacob,  Harold  Meyerman.  Jeff  Larsen.  Jejf  Walker.  Dod  Eraser.  Kathy  Tucker.  Georges  Vergnion 
Fourth  Row:  Peter  Gleysteen.  Pat  Bonan.  Ken  Lay,  Nancy  Mistretta,  DArcy  LeClair,  Leslie  Lassiter,  Deb  Talbot,  Dexter  Charles,  Yvonne  Cliff,  f&ren  Keating.  Mavis  Taintor,  Greg  Nelson 
Fifth  Rnw:  Carroll  Wetzel.  Mark  Richardson,  Susan  Segal,  Len  Spalding,  Tom  Swayne,  David  Nelson,  Don  Wilson.  John  Youngblood,  Marc  Shapiro,  Barbara  Luttich.  Brian  O'Neill 
Sixth  Row:  lorn  Retfenheiser,  John  Adams,  Vivian  Banta  Eversole,  Bruce  Hannon,  Charles  Bauccio,  Todd  Maclin,  Richard  Edwards.  Margaret  Cording.  Alan  Buckwalter 
Seventh  Row:  Gene  Marshall,  Chris  Rocker,  Dennis  Goggin.  Morten  Arntzen.  Jorge  Jasson,  Daniel  Cartel,  Bob  Gillham.  Bill  Finnegan.  Bill  Rockford.  Greg  Parris,  Robert  Fallon 
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ancial  market  than  the  new  Chase  client. 


anking,  at  its  essence,  is  about  a  total  commitment  to  anticipating  and  serving  client 
eeds.  That's  exactly  what  the  new  Chase  is  about  —  combining  the  strengths  of  two 
istitutions  that  in  all  their  years  of  existence  have  had  a  history  that  revolves  around  client 
;lationships.  And  now  that  we  re  bigger  and  stronger,  we  want  to  make  sure  you  know  that 
■e  will  leverage  our  global  strengths  and  leadership  positions  across  a  breadth  of  global 
roducts  to  focus  more  on  our  clients  than  ever  before. 

That  means  we  will  work  harder  to  know  your  needs  more  intimately  than  any 
ank  in  the  world.  We  will  make  every  effort  to  win  your  trust  more  than  any  bank  in  the 
orld.  And  we  will  do  our  very  best  to  provide  the  exact  integrated  solution  for  your  unique 
emands,  with  more  speed  and  efficiency  than  any  bank  in  the  world. 

We're  really  excited  about  the  changes  the  new  Chase  is  committed  to  achieve, 
ot  just  for  us  but  for  our  clients.  After  all,  that's  what  banking  has  always  been  about. 


lie  .it:  hrtn://www.t;h.i 


Mail-order  wine  is  catching  on.  The  distribution  giants 
don't  like  that,  and  states  are  reacting. 

Felonious 
shopping 

By  Tim  W.  Ferguson  with  James  Samuelson 


Ship  a  bottle  of  wine  (or  beer  or 
spirits)  into  Kentucky  outside  the  offi- 
cial channels  and  you'll  get  a  w  arning. 
The  second  time  it's  a  felony.  That's 
the  new  law  come  this  summer,  the 
latest  and  loudest  salvo  from  state 
regulators  around  the  nation  who  are 
using  powers  dating  back  to  the  end 
of  Prohibition  to  cork  an  alarming 
trend — the  empowerment  of  retail 
customers. 

Since  the  early  1980s,  after  the 
demise  of  "fair  trade'"  statutes  and 
the  rise  of  boutique  producers,  direct 
marketing  of  premium  wine  has  blos- 
somed to  approach,  by  one  estimate, 
$1  billion.  That  compares  with  $6 
billion  in  wholesale  wine  trade- 
through  the  traditional  distribution 
system.  Leading  the  way  have  been 
discount  wine  shops  that  make  their 
wares  available  across  the  country  via 
catalogs  and  (soon)  through  the  In- 
ternet. "Clubs"  that  send  out  selec- 
tions to  subscribers  are  also  involved. 
Small  wineries,  too,  rely  on  such  sales 
when  they  cannot  crack  increasingly 
consolidated  distribution  lists. 

At  freight  charges  of  $25  to  $40  a 
12-bottle  case  for  out-of-state  deliv- 
ery, it's  not  necessarily  cheaper  to  buy 
from  a  catalog  as  opposed  to  a  stan- 
dard wine  retailer,  but  you  may  get 
more  variety — especially  from  among 
small  vintners — and  convenience. 

However,  most  states  forbid  w  ine 
to  enter  except  via  officially  sanc- 
tioned channels,  which  can  be  either 
private  distributors  or  a  government 
liquor  authority.  The  contraband's 
been  getting  in  nevertheless,  and  the 
off-limits  stares  are  cracking  down, 
with  lawsuits,  seizures  or,  in  Kentucky's 
case,  the  threat  of  jail. 

In  Florida,  the  authorities  are  try- 


The  action  at  Zachys 

"Mail  me  a  case  of  Beaujolais." 


ing  to  make  a  federal  case  (literally, 
through  a  suit  filed  in  U.S.  district 
court)  out  of  shipments  by  Zachvs 
Wine  &  Liquor  of  Scarsdale,  N.Y., 
and  six  other  discounters  or  clubs. 
Prominent  Miami  attorney  Hugh 
Culverhouse  Jr.  is  among  those  who 
have  fired  off  a  letter  to  Governor 
Lawton  Chiles  demanding  that  Flori- 
da's regulators,  not  the  shippers, 
cease  and  desist.  Not  only  is  his  supply 
of  rare  vintages  threatened,  but  Cul- 
verhouse's  family  is  a  large  supplier  of 
Florida  juice  oranges  to  Tropicana 
and  fears  some  sort  of  retaliation  from 
California's  legislature.  He  wrote, 
"All  that  the  California  agriculture 
industry  needs  is  an  excuse,  and  the 
State  Alcoholic  Beverage  Commis- 
sion is  giv  ing  them  one." 

When — as  with  Zachys  and  the 
others  accused  in  Florida — interstate 
shipments  of  intoxicants  bypass  the 
three-tier  system  (producer-distribu- 
tor-retailer)  that  is  standard  in  the 
alcoholic-beverage  industry,  govern- 
ments may  miss  out  on  sales  and 
excise  taxes  (according  to  Chicago 
lawyer  Morton  Siegel,  who  works 
with  liquor  agencies,  as  much  as  $250 
million  a  year  is  lost).  The  labyrin- 


thine state  laws  are  set  up  to  snag  both 
loot  and  underage  libation;  if  they're 
breached,  some  politicians  argue,  kids 
may  get  their  hands  on  the  stuff. 

But  table  wine  is  lightly  taxed  by 
liquor  standards  anyway,  and  you 
don't  find  too  manv  teenagers  hing- 
ing on  $30  bottles  of  cabernet  sauvig- 
non.  Besides,  the  sellers  say  they'd 
gladly  pay  the  levies  and  police  ID  at 
pickup.  So  the  legal  wave  that's  caus- 
ing the  stir  would  seem  to  have  some 
ulterior  motive.  "The  real  purpose  of 
this  [Kentucky]  bill,"  editorialized 
the  Lexington  Herald  Leader,  "was  to 
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ensure  that  every  sip  of  alcoholic  bev- 
erage consumed  in  this  state  put  mon- 
ey in  the  bank  for  the  monopolistic 
distributorships  that  control  sales 
throughout  Kentucky.11 

These  entrenched  distribution 
channels  have  political  clout  in  both 
parties.  Kentucky  Governor  Paul  Pat- 
ton,  a  Democrat,  signed  the  law — 
he's  the  guy  who  proclaimed  his  nar- 
row victory  last  November  a  repudia- 
tion of  Newt  Gingrich  and  the  gop's 
Contract  With  America.  But  seizures 
have  taken  place  lately  in  New  Jersey, 
Man  kind  and  Massachusetts,  a  mixed 


bag.  Republican  Governor  George 
Pataki  of  New  York  recently  vetoed  a 
bill  that  would  have  eased  Empire 
State  restrictions  on  direct  wine  ship- 
ments. But  Governor  George  W. 
Bush  of  Texas  nixed  legislation  to 
tighten  limits  there. 

Most  observers  say  direct  selling  of 
wine  amounts  to  $350  million  to  $750 
million  a  year,  but  Rich  Cartiere,  edi- 
tor of  Wine  Business  Publications  in 
Sonoma,  who  covers  the  subject  like 
nobody  else,  insists  $1  billion  is  con- 
servative. It  can  be  so  covert,  nobody 
knows.  "Some  of  these  shops  are  label- 


ing the  cases  'glassware1  so  Federal 
Express  won't  know  [the  airborne  car- 
riers are  nervous  about  the  laws],  and 
putting  their  mother's  house  as  a  re- 
turn address,11  Cartiere  says. 

Ronald  Loutherback,  owner  of  the 
three-store  Wine  Club  chain  in  Cali- 
fornia, one  of  those  sued  by  the  $tate 
of  Florida,  is  sending  a  letter  to  cata- 
log retailers  and  wineries  asking  for 
contributions  to  fight  the  case  to  ap- 
pellate courts  if  it  comes  to  that.  The 
pioneering  Loutherback,  who's  built 
his  ten-year-old  business  beyond  $2 1 
million  (nearly  all  in-state)  in  yearly 
sales  by  charging  only  8%  to  12% 
above  cost,  says  a  stand  needs  to  be 
taken,  "or  they'll  do  it  again  next  year 
in  some  other  state.11 

Who  is  "they"?  "Everyone  I  talk  to 
down  there  thinks  this  is  the  work  of 
the  major  distributors,11  says  Louth- 
erback, and  in  Florida  that  fingers 
giant  Southern  Wine  &  Spirits. 

Make  no  mistake:  The  liquor  dis- 
tributors exercise  sway  with  their  reg- 
ulators. The  state-by-state  distribu- 
tion industry,  which  includes  beer 
and  spirits  as  well,  is  a  $47.5  billion 
franchise  nationwide.  Its  most  power- 
ful players  are  survivors  of  a  grueling 
consolidation  process  brought  about 

Wine  lover  Hugh 
Culverhouse  Jr.  of 
Florida  fears  for  his 
cellar  and  his  oranges. 

by  squeezed  margins  at  the  hands  of 
discounters,  large  (as  in  Price/ 
CostCo)  and  small.  California,  for 
example,  had  more  than  20  distribu- 
tors 15  years  ago;  today,  only  2  major 
players  remain:  $2.1  billion  (reve- 
nues) Southern  and  SI  billion 
Young's  Market  Co.  of  Orange 
County. 

Big  and  small  wineries  alike  need 
these  middlemen  to  cany  their  brands 
and  to  navigate  52  different  federal 
and  state  procedures  for  marketing 
their  products.  Some  wineries  would 
like  alternative  delivery  channels.  A 
few  are  embargoing  Kentucky  in  pro- 
test of  its  new  law  ,  but  most  of  them 
aren't  inclined  to  antagonize  their 
distributors  on  a  core  political  issue. 
Looks  like  there's  scope  here  for  some 
pro-consumer  deregulation.  H 
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Devalued 
diplomas 


History  and  math  used  to 
be  mandatory  at  around 
90%  of  America's  better 
colleges.  Today  math  is 
required  at  12%,  history 
at  2%.  In  their  place: 
blather  about  gender 
roles  and  remedial  English. 


By  Peter  Brimelow 

If  YOU  SUSPECT  that  the  quality  of  college  education  has 
declined  even  as  its  cost  has  gone  up,  you  are  right.  The 
complacent  groves  of  academe  are  not  easily  shaken.  But  a 
recent  report  from  the  National  Association  of  Scholars, 
the  Princeton,  N.J. -based  affinity  group  for  the  endan- 
gered species  of  conservative  academics,  has  caused  at  least 
a  rustic. 

The  report,  The  Dissolution  of  General  Education  1914- 

Research:  Edwin  S.  Rubenstein, 
Right  Data  Associates. 


Average  proportion  of 
graduation  requirement 
composed  of  mandatory  courses 
at  all  institutions 


1993,  focused  on  the  50  institutions  of  higher  education 
generally  viewed  as  the  most  selective  in  the  country  in 
terms  of  admission  (see  list).  It  analyzed  their  course 
catalogs  for  bachelor  of  arts  degree  programs  in  the  years 
1914,  1939,  1964  and  1993  (the  latest  available). 

The  report  shows  a  remarkable  structural  change.  In 
1914  colleges  generally  required  that  all  students  study  a 
common  body  of  knowledge  before  specializing.  Today 
they  essentially  do  not.  On  our  chart  below,  this  shows  up 
as  the  radical  reduction  in  the  proportion  of  mandatory 
courses  that  each  student  is  required  by  these  colleges,  on 
average,  to  take  for  graduation. 

In  specific  subjects,  this  erosion  has  had  dramatic 
consequences.  In  1914  almost  90%  of  the  colleges  made 
an  introductory  history  course  either  mandatory  or  very 
hard  to  avoid.  In  1993  only  2%  did  so.  Introductory 
philosophy  suffered  a  similar  collapse:  from  more  than 
three  -quarters  of  the  colleges  in  1914  to  just  4%  in  1993. 
And  it  wasn't  because  the  colleges  were  trying  to 
become  more  relevant  to  the  modern  world.  In 
1914,  82%  of  the  colleges  had  specific 


Costs  up, 
controls  down 

Colleges  are  charging  more, 
but  their  course  structures 
have  expanded  and  loosened. 
Which  may  be  OK— but  why 
remedial  English? 


Inflation-adjusted  annual  tuition* 

(state  university) 

$609 

(1914) 


1914 


"University  of  Michigan 


$1,250 

(1939) 


Proportion  of  schools 
offering  remedial  English 


1939 


mathematics  requirements.  The  proportion  in  1993:  a 
mere  12%. 

FORBES'  attention  was  particularly  attracted  by  one 
growth  item:  remedial  English  composition  (see  chart). 
Nonexistent  in  1914,  these  have  become  very  much  the 
rule  (70%)  today. 

Remember:  These  are  the  50  top-ranked  colleges  in  the 
country. 

What  goes  on  at  the  other  3,600? 

One  possible  explanation:  remedial  English  represents 
the  presence  on  campus  of  affirmative  action  students, 
admitted  by  the  colleges  for  political  reasons. 

But  National  Association  of  Scholars  President  Stephen 
Balch  thinks  it  is  worse  than  this.  Balch  believes  standards 
of  college  preparation  have  deteriorated  right  across  the 
board.  The  top  schools,  apparently,  are  not  immune. 

rf  the  students  aren't  required  to  study  history,  math, 
philosophy,  what  do  they  delve  into?  There  has  been  an 
extraordinary  increase  in  the  average  number  of  courses 
offered  per  institution,  from  304  in  1914  to  1,418  in 
1993.  This  sounds  good — more  choice,  right?  But  simul- 
taneously, the  proportion  of  courses  without  prerequi- 
sites— i.e.,  not  sufficiently  rigorous  to  demand  advanced 
knowledge — has  also  leapt,  from  8%  in  1914  to  41%  in 
1993.  For  example:  "Russian  Legal  Institutions  before 
1700";  "Arthurian  Literature"  ("focusing  on  .  .  .  the  so- 
cial uses  of  literature,  and  the  construction  of  gender 
roles"). 

The  NAS  authors  say  that  the  "overwhelming  majority" 
of  these  courses  were  "narrow,  recondite,  often  idiosyn- 
cratic offerings,  more  apparently  tailored  to  the  scholarly 
interests  of  faculty  than  any  of  the  traditional  priorities  of 
undergraduate  education."  The  asylum  has  not  exactly 
been  taken  over  by  the  inmates.  But  it  is  being  run  for  the 
benefit  of  the  keepers. 

Indeed,  it  looks  very  much  as  if  what  the  colleges 
were  trying  to  do  was,  simply,  make  life  easier  for  the 
faculty.  The  number  of  days  that  classes  were  in 


session  averaged  204  in  1914;  156  in  1993.  The 
standard  class  period  averaged  59.8  minutes  in 
1914;  53.7  in  1993. 

Backdrop  to  our  charts:  The  rising  cost  of 
tuition — adjusted  for  inflation — at  the  repre- 
sentative state  school,  the  University  of 
Michigan,  has  gone  from  $609  to  nearly 
$4,000  now. 

If  you  are  a  Michigander,  that  is.  To 
out-of-state  students,  the  recent  price 
w  as  $13,000.  And  at  private  schools 
like  Harvard,  it's  $24,000,  includ- 
ing room  and  board.  m 


$3,909 

(1993) 


41% 


1,500 


1,200 


Average  number 
of  undergraduate 
courses  per  institution 

Proportion  without  WM 
requirements  | 
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900 
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600 


8% 


300 


$1,302 

(1964) 


50  colleges 

used  for  this  study: 

Amherst  College 
Barnard  College 
Bates  College 
Bowdoin  College 
Brown  University 
Bryn  Mawr  College 
California  Inst  of  Tech 
Carleton  College 
Colby  College 
Colgate  University 
College  of  William  &  Mary 
Columbia  University 
Cornell  University 
Dartmouth  College 
Davidson  College 
Duke  University 
Georgetown  University 


1914 

Grmnell  College 
Hamilton  College 
Harvard  University 
Haverford  College 
Johns  Hopkins  University 
Mass  Inst  of  Technology 
Middlebury  College 
Mount  Holyoke  College 
Northwestern  University 
Oberlin  College 
Pomona  College 
Princeton  University 
Rice  University 
Smith  College 
Stanford  University 
Swarthmore  College 
Trinity  College  of  Hartford 


1939 


1964 


1993 


U  of  California  (Berkeley) 
U  of  California  (LA) 
U  of  Chicago 

U  of  Michigan  (Ann  Arbor) 
U  of  N  Carolina  (Chapel  Hill) 
U  of  Notre  Dame 
U  of  Pennsylvania 
U  of  Virginia 
Vanderbilt  University 
Vassar  College 

Washington  &  Lee  University 


Washington  University 

(St  Louis) 
Wellesley  College 
Wesleyan  College 
Williams  College 
Yale  University 


1964 


Source:  The  Dissolution  of  General  Education  1914-1993,  National  Association  of  Scholars,  1996 


1993 


Using  its  private  utilities  as  tax  collectors,  New  York 
State  has  driven  one  power  company  into  a  corner— and 
destroyed  thousands  of  local  jobs. 

Don't  shoot  the 
power  company 


By  Toni  Mack 

People  in  the  upstate  New  York 
hamlet  of  Louisville  pay  Niagara  Mo- 
hawk Power  Corp.  13.2  cents  per 
kilow  att-hour  for  electricity  to  power 
their  homes  and  about  7  cents  per 
kilowatt-hour  to  run  their  businesses. 
Compare  that  with  average  U.S.  resi- 
dential and  industrial  power  rates  of 
8.4  cents  and  4.7  cents  per  kilowatt- 
hour,  respectively. 


So  the  greedyheads  at  Niagara  Mo- 
hawk must  be  in  heaven?  Hardly. 
Chairman  William  Davis  has  been 
talking  about  putting  the  utility  under 
Chapter  1 1  protection.  In  January 
Niagara  Mohawk  eliminated  its  com- 
mon dividend. 

How  can  a  protected  public  utility 
be  so  inefficient?  It  isn't.  A  generation 
of  New  York  State  politicians,  Repub- 


licans and  Democrats  alike,  have 
turned  the  state's  public  utilities  into 
tax  collectors  to  help  finance  their 
spend-and-elect  politics.  Cute.  The 
public  blames  the  public  utility  and 
the  pols  get  to  spend  the  money. 

There's  only  one  problem:  High 
power  costs,  along  with  more  visible 
taxes,  have  helped  deindustrialize 
New  York  State.  In  decades  past  New- 
York  was  a  manufacturing  power- 
house, but  now  many  manufacturers 
have  fled,  and  old  upstate  cities  like 
Utica,  Rochester,  and  Troy  are  almost 
bereft  of  factories. 

Pow  er  costs  are  prohibitive  because 
about  half  of  every  dollar  billed  to 
Niagara  Mohawk  customers  goes  ei- 
ther directly  to  the  government  or  to 
meet  government  mandates.  About 
18  cents  of  every  dollar  on  a  Niagara 
Mohawk  customer's  statement  goes 
straight  into  federal,  state  and  local 
tax  coffers.  Investor-owned  utilities 
must  collect  New  York's  gross  re- 
ceipts tax.  This  tax  is  set  at  4.25%  of 
the  utility's  revenues  and  raises  nearlv 


Niagara  Mohawk  Chairman  William  Davis 
Just  call  him  Mr.  Tax  Collector. 
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What  can  the  world's  fastest  business  aircraft 
mean  to  you  in  day-to-day,  practical  terms? 
Consider  this: 

Let's  say  your  typical  trip  is  around  500  nautical 
miles,  and  you  carry  five  passengers  on  average. 
Over  the  course  of  a  typical  600 -flight-hour  year, 
the  Citation  X  will  save  you  the  equivalent  of  nearly 
60  workdays,  as  contrasted  to  the  capability  of  a 
smaller  midsize  jet. 

Not  surprisingly,  you'll  save  even  more  time  on 
longer  trips.  Yet,  advanced  aerodynamics,  superior 
climb,  and  miserly  fuel  flows  enable  the  X  to 
perform  even  relatively  short  missions  just  as 


economically  as  the  much  slower,  smaller  aircraft. 

And  when  the  Citation  X  is  called  upon  to 
accomplish  long-range,  high-speed  -  even  global 
assignments,  nothing  in  its  class  compares.  Not 
in  speed.  Not  in  range.  Not  in  per-mile  economy. 
Not  even  close. 

To  find  out  more  about  one  of  the  most 
practical  time-saving  devices  ever  built,  contact 
Roger  Whyte,  Vice  President,  Worldwide  Sales, 
at  1-800-4-CESSNA. 


Citation  x 


Cessna 

A  Textron  Company 


$1  billion  a  year  for  the  politicians  in 
Albany  to  dole  out  to  the  voters.  With 
considerable  justice,  Niagara  Mo- 
hawk's Davis  complains:  "The  law 
says  we  can't  itemize  it  [the  gross 
receipts  tax  |  on  customers'  electric 
bills."  This  is  a  transparent  effort  to 
fool  the  consumer  into  thinking  that 
the  money  goes  to  the  power 
company. 

Niagara  Mohawk  earned  $208  mil- 
lion ($1.44  a  share)  last  year  on  reve- 
nues of  $3.9  billion,  so  it's 
not  near  insolvency.  But  it 
has  plenty  of  reason  to  fear 
the  future.  More  and  more 
localities  are  talking  about 
creating  their  own  munici- 
pal power  companies. 

The  town  that  munici- 
palizes its  power  does  not 
even  need  to  build  generat- 
ing capacity.  It  can  simply 
buy  it  from  another  compa- 
ny with  surplus  power  and 
then  require  Niagara  Mo- 
hawk to  transmit  the  power 
over  company  lines.  The 
municipality  usually  con- 
demns the  utility's  local 
grid  and  buys  the  wires  at 
their  depreciated  cost. 

Municipalization  can 
chop  a  lot  of  money  off 
electricity  bills — in  large 
part  because  it  can  bypass 
the  tax  collector.  Massena, 
N.Y.,  a  village  of  12,000  on 
the  Canadian  border  that  has  huge, 
power-hungry  aluminum  plants, 
formed  the  Massena  Electric  Depart- 
ment in  1981,  when  it  broke  away 
from  Niagara  Mohawk.  It  bins  most 
of  its  electricity  from  the  New  York 
Power  Authority,  a  public  authority 
that  sells  cheap  hydropower.  Since 
then,  Massena's  residents  have  saved 
an  estimated  $50  million,  after  the 
costs  of  creating  "the  system,  around 
$3,500  per  meter  on  average,  by  not 
paying  Niagara's  rates.  The  residen- 
tial rate  in  Massena  is  now  3.8 
cents/kwh,  71%  lower  than  the  peo- 
ple in  nearby  Louisville  pay. 

Louisville  and  16  other  upstate 
New  York  communities,  representing 
30,000  Niagara  Mohawk  customers, 
have  now  voted  by  an  overwhelming 
margin  to  explore  the  municipaliza- 
tion option.  Egging  the  towns  on  and 
advising  them  on  how  to  municipal- 


ize is  the  Wing  Group,  an  indepen- 
dent power  producer  based  in  The 
Woodlands,  Tex.  Its  founder^  John 
Wing,  grew  up  in  upstate  New  York, 
graduated  from  West  Point  and  went 
on  to  build  power  plants  around  the 
U.S.  and  abroad.  ( He  recently  sold  his 
company  to  Topeka's  Western  Re- 
sources Inc. )  Wing  hopes  to  develop  a 
new  revenue  stream — and  strike  a 
blow  for  competition — by  creating 
and    managing    power  companies 


Wing  Group  founder  John  Wing 
More  competition  for  Niagara  Mohawk. 


owned  by  towns  like  Louisville. 

What  Niagara  Mohawk  fears — 
rightly — is  that  municipalization  will 
skim  off  the  most  desirable  business 
and  leave  it  with  the  dregs,  as  well  as 
with  all  kinds  of  government-im- 
posed spending  mandates.  For  exam- 
ple, utilities  are  forced,  by  federal  law, 
to  buy  any  power  that  independent 
producers  want  to  sell,  whether  the 
utility  wants  the  power  or  not.  In 
198 1  the  New  York  legislature  set  the 
minimum  price  that  Niagara  Mohawk 
must  pay  to  independents  at  a  steep  6 
cents  per  kilowatt-hour.  That  price 
was  so  generous  that  more  than  5,000 
megawatts  of  independent  power  has 
since  been  built  in  New  York  State, 
with  nearly  half  that  capacity  in  Niag- 
ara Mohawk's  territory.  The  utility's 
payments  to  independent  producers 
have  ballooned  from  $208  million  in 
1990  to  $1 . 1  billion  last  year  and  will 


go  to  $1 .3  billion  in  1998  as  govern- 
ment-set contract  prices  rise.  Niagara, 
Mohawk's  Davis  figures  that  $428 
million  of  the  1995  payment  was  over 
and  above  what  the  utility  would  have 
paid  to  generate  the  same  amount  of 
power  itself. 

Like  taxes,  these  payments  are 
folded  into  Niagara  Mohawk's  rate 
base  and  collected  from  its  custom 
ers — who  grouse  about  the  power 
company  while  the  politicians  take 
bows  for  doing  good. 

For  its  part,  the  power 
company  says  it  has  no  ob- 
jection to  letting  its  cus- 
tomers choose  among 
competing  suppliers,  pro- 
vided it  gets  some  relief 
from  the  state.  It  wants  the 
state  to  relieve  it  of  two 
costly  nuclear  plants  and 
also  to  put  upon  potential 
competitors  the  same  bur- 
den the  state  has  put  upon 
Niagara  Mohawk — that  is, 
to  pay  for  the  power  lines 
and  other  investments  Ni- 
agara previously  made  for 
its  customers. 

Something  has  to  give. 
New  York  has  lost  nearly 
550,000  manufacturing 
jobs  since  1979.  Some  of 
those   jobs   have  slipped 
across    the    border  into 
Pennsylvania,  where  the  av- 
erage     industrial  rate 
charged  by  investor-owned  utilities  is 
about  6  cents  per  kilowatt-hour,  15% 
less  than  in  New  York.  Even  Corning, 
N.Y.'s  Corning  Inc.,  long  a  model 
citizen  of  its  native  state,  has  refused 
to  build  any  of  its  new  plants  in  New 
York,  choosing  instead  to  build  them 
in  Pennsylvania  and  in  even  lower- 
cost  North  Carolina.  Small  wonder 
New  York's  economic  growth  has 
lagged  the  national  economy  by  an 
estimated  6%  over  the  last  five  years. 
California   is   recovering  (Forbes, 
Nov.  20,  7995);  New  York  is  not. 

Yet  New  York  has  an  excellent 
labor  force  and  good  educational  fa- 
cilities. What  it  has  lacked  is  responsi- 
ble politicians.  Laments  New  York 
Public  Service  Commission  Chair- 
man John  O'Mara:  "We've  seen  a 
number  of  companies  leave — and 
others  not  come  here — because  ot 
high  energy  prices."  Bi 
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Teacher  Tandy  Prize  Recipients  1995-1996  (continued  from  previous  page) 


Brad  Williamson 
Olathe  East  H.S. 
Olathe,  KS 


Lana  Hays 
Simon  Kenton  H.S. 
Independence,  KY 


n 


Diane  H.  Johnson 
Lewis  County  H.S. 
Vanceburg,  KY 


Zoe  Harrell        Patricia  Colbert-Cormier      Brenda  L.  Grau        Carolyn  Martin 
University  Laboratory  School      Lafayette  H.S.      St.  Thomas  More  Catholic  H.S.       Many  H.S. 
Baton  Rouge,  LA         Lafayette,  LA  Lafayette,  LA  Many,  LA 


Sally  Anr 
Westlal 
Westla 


Wilson  Richard  Flight    Susan  B.  McGrath         Mark  Davids         Alan  M.  Gibson     Susanne  K.  Westegaard       Linda  R.  Bridges       Robert  Becker 
Concord-Carlisle  H.S.    Ann  Arbor  Huron  H.S.    Grosse  Pointe  South  H.S.   Rochester  Adams  H.S.  Montgomery-Lonsdale  H.S.  MS  School  for  Math  &  Science   Kirkwood  H.S. 
Concord,  MA  Ann  Arbor,  Ml      Grosse  Pointe  Farms,  Ml    Rochester  Hills,  Ml       Montgomery,  MN  Columbus,  MS       Kirkwood,  MO 


Pamela  Prober!      Carol  A.  Er 
Mansfield  R-IV  H.S.  Ralstoi 
Mansfield,  MO  Ralsto 


John  Penna 
Governor  Livingston  H.S. 
Berkeley  Heights,  NJ 


James  R.  Rahn 
Southern  Regional  H.S. 
Manahawkin,  NJ 


Melanie  Jacobs  Krieger 
Ward  Melville  H.S. 
East  Setauket,  NY 


Len  Sharp  Elyse  Caren  Magram  Deborah  G.  Britt  Daniel  J. 
Liverpool  H.S.  Smithtown  H.S.  Mitchell  H.S.  NC  School  of  Si 
Liverpool,  NY         Smithtown,  NY         Bakersville,  NC  Durhar 


Student  Tandy  Prize  Recipients  1995-1996  (continued  from  previous  page) 


Azunna  E.O.  Anyanwu  Chinweze  N.  Ahaghotu 
Banneker  Academic  H.S.     Calvin  Coolidge  H.S. 
Washington,  DC        Washington,  DC 


Jason  Carroll  Connie  Lu 

The  Sidwell  Friends  School  G.  Holmes  Braddock  H.S. 
Washington,  DC  Miami,  FL 


Kelly  L.  Hellmuth       Dharmesh  M.  Mehta    Jessica  Mary  Tanner 
St.  Johns  Country  Day  School  M.  Stoneman  Douglas  H.S.    Pensacola  H.S. 
Orange  Park,  FL  Parkland,  FL  Pensacola,  FL 


Yeny  Castillo 
Piper  H.S. 
Sunrise,  FL 


it  W 


Scott  P.  Siems 
West  Lafayette  H.S. 
West  Lafayette,  IN 


Emily  Pearson      Michael  Thomas  Lee    Christine  L.  Hattrup        Luke  Y.Wang  Angela!  Lo  Ben  Edelson        Amee  Arvind  Patel 

Dubuque  H.S.  Blue  Valley  North  H.S.  Saint  Thomas  Aquinas  H.S.  Shawnee  Mission  East  H.S.  Topeka  West  H.S.  Eastern  H.S.  Cedar  Creek  School 
Dubuque,  IA        Overland  Park,  KS      Overland  Park,  KS    Shawnee  Mission,  KS      Topeka,  KS  Louisville,  KY  Ruston,  LA 


Katie  Maree  Horsman 
Pennfield  H.S. 
Battle  Creek,  Ml 


Sachin  ( 
Jesuit 
Tamp 


Chad  P.  C 
Salmei 
Slidel 


Min-Hee  Cho         Jason  Langheier       Brian  Burnovski      John  Russell  Gallelli     Lauren  J.  Kaufman      Steven  D.  Lawrie     Joseph  Uhalt  Barker 
Glen  Cove  H.S.         Hamburg  H.S.      George  W.Hewlett  H.S.  Hendrick  Hudson  H.S.    The  Wheatley  School      White  Plains  H.S.        Asheville  H.S. 
Glen  Cove,  NY  Hamburg,  NY  Hewlett,  NY  Montrose,  NY         Old  Westbury,  NY      White  Plains,  NY         Asheville,  NC 


David  Plante  Megan  M 
Chapel  Hill  H.S.  Charlotte  La 
Chapel  Hill,  NC  Charlott 


C.  Hutten       Claire  A.  Baker 
rrier  H  .S.       Trie  Indiana  Academy 
letka,  IL  Muncle,  IN 


Charles  L.  Emmert 
Noblesville  H.S. 
Noblesville,  IN 


Thomas  Vaughn 
Arlington  H.S. 
Arlington,  MA 


Bene  A.  Bridges       Karen  A.  Bouffard 
Bridgewater-Raynham  H.S.  Governor  Dummer  Academy 
Bridgewater,  MA  Byfield,  MA 


>IA.Tolfa  JhoneM.Ebert 
p  Scotia  H.S.  Green  Valley  H.S. 
tia,  NE  Henderson,  NV 


Marilyn  Jean  Parker 
Clark  H.S. 
Las  Vegas,  NV 


n 


Andree  Prigoda  Reed 
Las  Vegas  H.S. 
Las  Vegas,  NV 


r  Reames     Bernadette  Clemens-Walatka 
i  Logan  H.S.         Sycamore  H.S. 
itaine,  OH        Cincinnati,  OH 


Gene  Easter 
Streetsboro  H.S. 
Streetsboro,  OH 


Fred  Dillon 
Strongsville  H.S. 
Strongsville,  OH 


lovich  Spektoi  Franklin  Leonard  Georgia  Alexakis  Jeremy  Nathaniel  Smith 
alee  H.S.  Brookstone  School  Resurrection  H.S.  Evanston  Township  H.S. 
blee,  GA  Columbus,  GA         Chicago,  IL  Evanston,  IL 


beth  Wilkes  Timothy  J.  Arnold 
jrth  H.S.  South  Portland  H.S. 
jrth,  ME       South  Portland,  ME 


Anastasia  Titarchuk 
Eleanor  Roosevelt  H.S. 
Greenbelt,  MD 


Jeremy  Collins 
Montgomery  Blair  H.S. 
Silver  Spring,  MD 


;  Josefiak     Stephen  Daniel  Wollman     Evan  A.  Variano      Jacqueline  Mesnik 
allston  Lake  H.S.     Lawrence  H.S.      Monroe-Woodbury  H.S.  Half  Hollow  Hills  H.S.  West 
Hills,  NY         Cedarhurst,  NY       Central  Valley,  NY         Dix  Hills,  NY 


mont  Exum  Clifford  P.  Haugen  Melissa  Barnett  Siddharth  F.  D'Souza 
Science  &  Math  Larimore  H.S.  Mount  Notre  Dame  H.S.  Walnut  Hills  H.S. 
am,  NC  Larimore,  ND  Cincinnati,  OH  Cincinnati,  OH 


1996  Recipients  of 
the  Tandy  Prize 

Each  year,  Tandy  Corporation,  a  leading  retailer  of 
consumer  electronics  and  personal  computers,  honors 
outstanding  achievement  in  mathematics,  science  and 
computer  science  with  the  Tandy  Prize.  The  students  and 
teachers  you  see  on  these  pages  are  all  recipients  of  the 
Tandy  Prize,  which  includes  the  following  awards: 

•  $2500  stipends  to  100  high  school  teachers 

•  $1000  scholarships  to  100  high  school  studerM^ 

•  Certificates  of  Recognition  to  all  nominees  for  these 
awards,  and  to  all  seniors  from  participating  schools 
who  are  in  the  Top  2%  of  their  class 

Tandy  Corporation  developed  the  Tandy  Technology 
Scholars  program  with  the  Tandy  Prize  in  1989.  While 
accomplishments  on  the  playing  field  generate  a  lot  of 
attention  and  support,  we  believe  that  recognizing 
America's  "Champions  of  the  Classroom"  is  vital  in 
fostering  a  stronger,  smarter  future  for  our  nation. 

Today,  after  just  seven  years,  over  76%  of  all  U.S.  high 
schools  are  enrolled  in  the  program,  which  is  funded  by 
Tandy  and  administered  by  Texas  Christian  University. 


Are  your  local  high  schools  Tandy  Technology  Scholars 
participants?  Encourage  them  to  call  today  at  the  number 
below.  Enrollment  is  simple  and  free  of  charge.  We  want 
them  to  join  the  competition. 


Chairman  and  CEO, 
Tandy  Corporation 


Tandy  Corporation 


.  jgiBfeg-,-  ■  lira; ;  mM-.'" 

^TECHNOLOGY! 
ijSCHOLARS 

- 

A  Commitment  to  Educational  Excellence 

P.O.  Box  298990,  TCU  Station  •  Fort  Worth,  Texas  76129  •  (817)924-4087 
Endorsed  by  the  National  Association  of  Secondary  School  Principals 


Tandy 

Technology 

Scholars 

National 

Advisory 

Council 

Bill  G.  Aldridge 

Natl.  Science  Teacher; 

Lori  Arviso  Alvord 

Gallup  Indian  Medica 

Steven  F.  Arvizu 

California  State  Univc 
Monterey  Bay 

Edward  G.  Boehm, 

Keystone  College 

Lloyd  L.  Bond 

University  of  North  C. 
Greensboro 

Roscoe  C.  Brown,  J 

City  University  of  Nev 

Timothy  J.  Dyer 

Natl.  Association  of  S 
School  Principals 

James  D.  Gates 

Natl.  Council  offeach 
Mathematics 

Welter  L  Gillespie 

American  Assn.  for  th 
Advancement  of  Sciei 

Arturo  Madrid 

Trinity  University 

Floretta  McKenzie 

The  McKenzie  Group 

Herb  A.  Sang 

Educational  Consulta 

William  J.  Saunder 

Science  Service,  Inc. 

Donald  M.  Stewar 

College  Board 

Scott  D.  Thomson 

Natl.  Policy  Board  for 
Administration 

Sylvia  A.  Ware 

American  Chemical  Si 


RadioS 

RadioShack,  a  divisior 
Tandy  Corporation,  sp 
the  Tandy  Technology 
trophy  presentations  < 
recipients'  schools. 


Teacher  Tandy  Prize  Recipients  1995-1996  (continued  from  previous  page) 


Jeanne  E.  Bishop 
Westlake  H.S. 
Westlake,  OH 


Flourtown,  PA 


Maxine  C.Willis 
Gettysburg  Area  H.S. 
Gettysburg,  PA 


Oil  City,  PA 


Donald  Carl  Snyder,  Jr.    Leone  Castles  Rochelle      Michele  Powell 
outh  Philadelphia  H.S.     Spring  Valley  H.S.      Myrtle  Beach  H.S. 
Philadelphia,  PA        Columbia,  SC         Myrtle  Beach,  SC 


Deanna  M.  Mauldin 
Science  Hill  H.S. 
Johnson  City,  TN 


Robert  A.  Furtado 
L.  C.Anderson  H.S. 
Austin,  TX 


Kathleen  Holley  George  R.  Hague,  Jr.  Olene  Harris  Brame  Max  M.  Ceballos 
CrowleyH.S.      St.  Mark's  School  of  Texas  Washington  Arts  Magnet  H.S.    Edinburg  H.S. 


Crowley,  TX 


Dallas,  TX 


Dallas,  TX 


Edinburg,  TX 


Duane  C.  Rogers 
Eastern  Hills  H.S. 
Fort  Worth,  TX 


Monterey  H.S. 
Lubbock,  TX 


Carolene  M.  Leibl 
James  Madison  H.S. 
San  Antonio,  TX 


Antonio  Elizondo 
Pharr-San  Juan-Alamo  H.S. 
San  Juan.TX 


Curtis  Starlin  Craig 
American  Fork  H.S. 
American  Fork,  UT 


Dwight  G.  Brown 
Bountiful  H.S. 
Bountiful,  UT 


Sharon  Youd  Miya 
Davis  H.S. 
Kaysville,  UT 


Phil  Talbot 
Skyline  H.S. 
Salt  Lake  City,  UT 


L.  Paul  Irish  Sara  L.  DeMott     Maria  McCutcheon  Cooper      Don  Vincent         William  J.  Weber 

Ihamplain  Valley  Union  Hi.  The  Madeira  School       Tallwood  H.S.       Madison  West  H.S.      Rufus  King  H.S. 
Hinesburg,  VT  McLean,  VA         Virginia  Beach,  VA        Madison,  Wl  Milwaukee,  Wl 


Susan  Johnson       Sharon  L.  Nelson 
Monona  Grove  H.S.  Waunakee  Community  H.S. 
Monona.  Wl  Waunakee,  Wl 


Student  Tandy  Prize  Recipients  1995-1996  (continued  from  prexious  page) 


Nicole  Marie  Russo 
McDonald  H.S. 
McDonald,  OH 


MarkWillcocks 
Strongsville  H.S. 
Strongsville,  OH 


Stacey  Davidson 
Latta  H.S. 
Ada,  OK 


Sarah  Jennifer  Reece 
Charles  A.  Sprague  H.S. 
Salem,  OR 


Philip  Oscar  Tenn,  Jr. 
West  Linn  H.S. 
West  Linn,  OR 


Beth  Erin  Baker 
Seneca  Valley  H.S. 
Harmony,  PA 


John  Augenblick 
New  Hope-Solebury  H.S. 
New  Hope,  PA 


Christine  A.  McLeavey 
South  Kingstown  H.S. 
Wakefield,  Rl 


Kacey  Elizabeth  Young 
Dreher  H.S. 
Columbia,  SC 


Paul  Randall  Ojanen  Adithya  Raghunathan       Ryan  Smith         Joseph  Fisher  Fishkin     Jonathan  Daniels 
Tennessee  H.S.      Hume-Fogg  Academic  H.S.  M.  L  King  Magnet  H.S.  St.  Stephen's  Episcopal  School   Westwood  H.S. 
Bristol,  TN  Nashville,  TN  Nashville.  TN  Austin,  TX  Austin.  TX 


Leah  R.  Barnett 
Tarkington  H.S. 
Cleveland,  TX 


Susan  Parish 
Eastern  Hills  H.S. 
Fort  Worth,  TX 


Claire  Wyn  Wladis 
South  Grand  Prairie  H.S. 
Grand  Prairie,  TX 


Gregory  Budunov 
Smithville  H.S. 
Smithville,  TX 

Fremont  H.S. 
Plain  City,  UT 

T.C.Williams  H.S. 
Alexandria,  VA 

Reynaldo  A.  Saludares 
Chester  W.  NimitzH.S. 
Houston,  TX 


ran  Pedro  Greenberg 
Blacksburg  H.S. 
Blacksburq,  VA 


Su  Son  Yeang 
Irving  H.S. 
Irving,  TX 


Ludla  Ramirez 
La  Joya  H.S. 
La  Joya.TX 


Robert  Wiley  Prentice 
Midland  H.S. 
Midland,  TX 


Albert  Roy  Leatherman,  TH  Solana  Christiansen  Courtenay  Harnett  Teska 
Moorefield  H.S.       Mukwonago  H.S.       Walden  TH  H.S. 
Moorefield,  WV        Mukwonago,  Wl  Racine,  Wl 


In  Germany,  once  a  board  member 
always  a  board  member.  Or  so  it 
used  to  be.  Things  are  changing. 
Just  ask  Jiirgen  Schrempp,  chairman 
of  Daimler-Benz  since  1994,  when 
he  took  over  from  long-standing 
chairman  Edzard  Reuter.  Not  so 
long  ago,  50-year-old  Schrempp 
could  have  expected  to  stay  in  the 
job  until  he  retired.  But  today 
Schrempp  faces  many  of  the  same 
demands  U.S.  chief  executive  offi- 
cers face:  The  board  has  given  him 
two  years  to  clean  up  the  unholy 
mess  at  Daimler's  aerospace  group. 
If  he  doesn't  meet  the  deadline?  "If 


Jurgen  Schrempp,  chairman  and  chief  executive  of  Daimler-Benz 

"If  I  don't  succeed,  in  two  years  you  can  meet  me  at  my  home  in  South  Africa." 


Jurgen  Schrempp  at  Daimler-Benz  has  a  lot  of 
restructuring  yet  to  do.  Accomplishing  it  in  a  German 
company  is  a  lot  tougher  than  in  a  U.S.  company. 

A  tough 
deadline 

By  Howard  Banks 
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Track  every  shipment  with  just  one  call  to  our  Customer  Service  Center,  24  hours  a  day,  7  days  a  week.  1-800  NFLK-SOU  (635-5768). 
Visit  our  web  site  at  http://www.nscorp.com 


These  days,  it's  not  uncommon  for  trucking 
.companies  to  run  short  of  long- 
distance drivers.  And  it's  not 
uncommon  for  Norfolk  Southern  to  help 
them  out.  Even  with  149  fewer  drivers,  we  can  easily 
move  150  trucks  500  miles.  Or  2,000  miles.  Or  anywhere 
in  between.  Plus,  we've  built  a  network  of  modern 
intermodal  facilities.  Paved,  separate  loading  areas  and 
new  equipment  help  assure  that  shipments  arrive  quickly, 
safely,  and  with  minimal  chance  of  damage.  So  contents 
stay  intact,  as  do  reputations.  And  our  customers  are  not 
the  only  ones  who  benefit:  it's  an  efficient  rail  system, 
moving  freight  more  than  twice  as  far  as  trucks  for  the  same 
amount  of  fuel.  Just  ask  Anne  Doyle,  Manager,  Intermodal 
Market  Development,  at  (804)  533-4952. 


NORFOLK 
SOUTHERN 


The  Thoroughbred  of  Transportation. 

<?j  19%  Norfolk  Southern  Corporation  Three  Commercial  Place.  Norfolk,  VA  23SIO-219I. 


I  don't  succeed,  in  two  years  you  can 
meet  me  at  my  home  in  Cape 
Town,"  he  quips.  That's  a  reference 
to  the  fact  that  one  of  the  stepping- 
stones  along  his  route  to  the  top  was 
running  the  company's  car-  and  truck- 
building  operation  in  South  Africa. 

"Things  have  changed,"  he  says. 
"Germany  is  becoming  somewhat 
more  like  the  U.S.,"  but  within 
German  limits,  which  are  a  bit 
schizoid,  for  Germans  still  talk  about 
stakeholders  as  well  as  about  stock- 
holders. This  is  expressed  as  being 
socially  responsible,  but  what  it  real- 
ly means  is  you  have  to  keep  your 
labor  unions  happy.  Where  Germany 
is  becoming  more  like  the  U.S. 
comes  when  Schrempp  says  "The 
first  priority,  in  order  to  be  able  to 
look  after  social  issues,  is  that  you 
have  to  be  profitable." 

Being  profitable  in  this  instance 
means  doing  something  about 
Daimler's  aerospace  mess.  The  80% 
of  the  $75  billion  (revenues)  busi- 
ness represented  by  Mercedes  cars 
and  trucks  is  highly  profitable.  But 
the  other  20%  of  the  revenues,  most- 
ly coming  from  aerospace,  remains  a 
disaster.  So  much  so  that  the  vehicle 
business  profit  was  wiped  out  and 
Daimler-Benz  is  expected  to  show  a 
net  loss,  including  heavy  write- 
downs, of  $4.5  billion  for  1995. 

Schrempp  was  the  man  who 
presided  over  this  expansion  into  the 
air,  and  is,  in  effect,  betting  his 
career  that  he  can  straighten  it  out. 
His  biggest  problem  has  been 
Fokker,  the  Dutch  maker  of  regional 
jets  of  up  to  100  seats.  It  has  been  a 
perennial  lossmaker,  but  Schrempp 
acquired  it  anyway  in  1992,  thinking 


Edzard  Reuter  (right)  with  Schrempp 
They  never  threatened  to  sack  Reuter. 


he  could  (a)  turn  it  around  and  (b) 
use  it  to  enter  the  rising  market  for 
regional  jets,  especially  in  Asia. 

It  didn't  work,  costing  Daimler- 
Benz  $3.5  billion  in  cumulative  loss- 
es. It  proved  impossible  to  cut 
Dutch  costs  sufficiently.  Schrempp 
has,  however,  had  a  piece  of  luck 
here.  The  Dutch  government  turned 
down  his  proposal  that  Daimler 
would  invest  another  $690  million  if 
the  Dutch  government  would  put 
up  $900  million  or  so.  The  Dutch 
said  no,  so  Schrempp  pulled  the  plug 
and  Fokker  is  now  bankrupt.  Others 
who  considered  rescuing  Fokker, 
notably  Bombardier  of  Canada, 
Samsung  of  Korea,  and  Aviation 
Industries  of  China,  asked  for  even 
bigger  government  handouts.  Just 
think,  Schrempp  muses,  if  the  Dutch 
government  had  agreed  to  the  deal, 
we  would  have  had  to  continue  with 


Mercedes  Benz's 
new  C-class  car 
It's  35%  cheaper 
to  build  than  the 
design  it  replaces. 


the  Fokker  mess. 

The  likelihood  now  is  that  any 
European  involvement  in  an  all-new 
100-seat  design,  which  is  expected 
to  include  Asian  risk-sharing  part- 
ners, will  probably  be  managed  as 
part  of  Airbus  Industrie.  But  even 
that  will  depend  on  what  happens  to 
the  structure  of  the  pan- European 
consortium.  For  the  first  time  the 
French  government  has  indicated 
that  it  wants  its  two  planemakers, 
Aerospatiale  (which  is  a  37.9%  part- 
ner in  Airbus)  and  Dassault  (its 
fightermaker)  to  merge.  Even  the 
French  now  have  limits  as  to  the 
subsidy  they  will  pour  into  planes. 

Fokker  may  now  be  someone 
else's  problem,  if  only  the  Dutch 
government's.  But  Airbus  Industrie, 
the  European  consortium  that 
makes  larger  civil  jet  airliners,  con- 
tinues to  be  a  serious  concern  for 
Schrempp.  Daimler-Benz,  through 
its  aerospace  subsidiary',  owns  a 
37.9%  share. 

Schrempp  presided 
over  the  expansion  into 
the  air  and  is  betting 
his  career  that  he  can 
straighten  it  out. 


Schrempp  hopes  that  France's 
growing  reluctance  to  pump  money 
into  aerospace  might  result  in  Airbus 
Industrie's  at  last  changing  from  a 
strange  French  corporate  beast  that 
is  not  required  to  publish  any 
accounts  into  a  normal  company. 
That  would  make  it  easier  for 
Schrempp  (and  his  allies  in  privatized 
British  Aerospace)  to  get  around 
political  interference  that  makes  it 
difficult  to  get  Airbus  Industrie's 
costs  under  greater  control. 

In  turn,  that  would  make  it  easier 
for  the  consortium's  partners, 
including  Daimler-Benz,  to  raise  the 
capital  to  launch  new  designs  (a 
U.S. -Europe  agreement  restricts 
government  investment  in  new 
planes  to  30%  of  the  projected  cost). 
An  even  bigger  potential  money 
sink  than  a  100-seater  is  Airbus' 
dream  of  a  550-seat  double-deck 
jumbo  to  rival  Boeing's  747. 
Nonrecurring  investment  for  this 
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'  hen  you 

ically  capable  vehicles  on  the  planet,  yi 
might  as  well  take  the  opportunity  to  see 
all  of  it.  That's  what  we've  been  doing  for^ 
the  last  fifty  years.  Journeying  to  the  far- 
flung,  taking  on  every  form  of  unbridled 
torture  imaginable.  Sold  in  over  100  coun- 
tries, Land  Rovers  now  roam  the  world  bv 
the  thousands.  So  call  1-800-FINE  4WD  ' 
and  see  where  our  obsessive  commitment 
to  the  mastery  of  4x4  engineering  gets  you. 
Because  as  it  rums  our.  it's  gotten  us  pre- 
cisely where  we  want  to  be:  everywhere. 


1  """ 


DEFENDER  90 

The  Defender,  a  direct  descendant  of 
the  original  Land  Rover  built  in  1948, 
is  unmitigated  muscle.  It's  ruggedly 
designed,  incredibly  capable,  and 
considered  by  many  the  foremost  off- 
road  vehicle  in  the  world. 


DISCOVERY 

Along  with  all  the  toughness  you 
expect  from  a  Land  Rover,  the 
Discovery  is  decidedly  civilized, 
perfect  for  the  challenges  of  evei 
day  life,  in  town  or  in  the  Serenj 


Our  dedication  to  four-wheel 
drive  has  gotten  us  nowhere. 


1  LEFT: 

1  Fokker  70  and  100 
o  regional  jet  airliners 
|  Schrempp's  lucky 
break:  The  Dutch 
turned  down  his 
offer  and  now  the 
Dutch  planemaker 
is  bankrupt. 


BELOW: 

Airbus  Industrie 
A330  and  A340 
airliners 
Soon  to  be 
joined  by 
a  550-seat 
big  brother, 
regardless  of 
profitability? 


project  would  be  at  least  $10  billion, 
according  to  Airbus  insiders. 
Schrempp  assumes  the  cost  w  ould  be- 
nearer  $15  billion. 

Boeing  is  already  saying  it  will 
respond,  at  least  by  upgrading  its 
747  with  a  new  wing  design.  At  risk 
for  Boeing:  its  present  highly  prof- 
itable monopoly  in  the  biggest  pas- 
senger aircraft  market.  This  makes  it 
next  to  inevitable  that  early  in  the 
next  century  there  will  be  two  550- 
seat  competitors,  with  the  inevitable 


outcome  that  neither  will  make  a 
profit.  Despite  Schrempp's  insistence 
that  he  is  only  interested  in  projects 
that  can  make  money,  he  is  an  enthu- 
siast for  ending  Boeing's  last  product 
monopoly.  Put  it  down  to  the  seduc- 
tion of  the  aviation  business. 

There  are  two  much  smaller,  but 
possibly  sharper,  thorns  in 
Schrempp's  collection  of  aerospace 
troubles. 

One  concerns  the  moneylosing 
Dornier  operation  that  makes  small 


turboprops.  The  contract  under 
which  Daimler  acquired  Dornier, 
details  of  which  are  secret  but 
acknowleged  by  Schrempp  to  be 
onerous,  makes  it  all  but  impossible 
to  close  it  down  without  the  okay  of 
the  Dornier  family.  The  family  has 
two  tough  conditions.  Preservation 
of  a  generous,  guaranteed  payout 
over  an  unspecified  number  of  years 
and  preservation  of  the  family  name 
on  an  airplane  program.  Getting  out 
of  this  deal  will  be  expensive. 

The  second  thorn  is  the  MTU 
engine  operation,  which  is  tied  by  an 
equity  swap  and  contracts  to  United 
Technology's  Pratt  &  Whitney  unit. 
Schrempp  would  love  to  find  a  way 
out  of  this  lossmaker,  too.  One 
option,  to  merge  MTU  with  BMW's  jet 
engine  operation,  has  been  fore- 
stalled, because  bmw  is  now  in  a 
potentially  lucrative  engine  deal  with 
Rolls-Royce.  The  other  option  is  to 
look  to  Pratt  for  rescue,  but  the 
Americans  are  unwilling  to  help. 

So  it  seems  reasonable  to  expect 
sizable  writedowns  this  year  as 
Schrempp  buys  his  way  out  of  these 
problems.  What  choice  does  he  have 
if  he  is  to  comply  with  the  Daimler 
board's  requirement  to  clean  house? 
As  one  Daimler  man  puts  it:  He  got 
us  into  this  mess,  he  can  get  us  out. 

Schrempp  has  several  things  going 
for  him  in  his  quest.  He  is  different 
from  typical  German  managers.  He 
is  not  sweeping  his  problems  under 
the  carpet,  but  facing  them  head-on. 
He  has,  for  instance,  already  cut  the 
number  of  businesses  Daimler  is  in, 
from  38  in  1994  to  28  now,  and,  he 
hopes,  to  25  by  year's  end.  Survivors 
must  be  able  to  return  at  least  12% 
on  capital  employed.  Two  of  those 
closed  include  AEG  (where  he  has 
merged  AEG's  rail  rolling  stock  with 
Asea  Brown  Boveri's  in  what  both 
hope  will  be  a  profitable  marriage) 
and  the  company's  microchip  opera- 
tions (how  part  of  temic). 

Luckily  for  him,  Schrempp  has  few 

Schrempp  is  an 
enthusiast  for  ending 
Boeing's  last  monopoly. 
Put  it  down  to  the 
seduction  of  aviation. 
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FIRST  THERE  WAS  WOOD.  THEN  THERE  WAS  STEEL 

NOW  THERE'S 

ITANIUM. 

LD  BE  PROUD. 


volution  is  a  wonderful  thing.  If  it  weren't  for  evolution  we  wouldn't  be  walking  upright.  And  there  wouldn't 
be  the  new  King  Cobra  Ti.  A  complete  family  of  oversize  woods.  Because  titanium  is  stronger  and  40%  lighter  than 
steel,  it  allowed  us  to  change  the  clubhead  entirely.  Without  turning  this  into  o  lesson  in  physics,  let's  just  say  that 
we've  incorporated  some  incredible  designs  that'll  keep  your  ball  in  the  air  longer.  But  not  at  the  expense  of  accuracy. 
Ti  woods  have  larger  heads  and  bigger  sweet  spots.  Not  to  mention  the  kind  of  sound  and  feel  you  fantasize 
about.  They're  simply  the  best  titanium  clubs  out  there.  Because,  as  Darwin  would  say,  only  the  strong  survive. 


61996  Cobra  Golf  Incorporated.  When  you're  not  playing  golf,  you  can  reach  us  at  1-800-THE  KING.  or  www.cobragoll.com. 


Edward  Hopper,  Study  /or  People  in  the  Park,  charcoal  on  paper  1'A  x  10/  inches 
signed  lower  right,  E.  Hopper,  inscribed  lower  left  To  Ned  ,1919 

Exhibited:  Whitney  Museum  of  American  Art,  Edward  Hopper.  Prims  and  Drawings,  9/27-12/9/79. 

Literature:  Edward  Hopper,  The  Complete  Prints,  by  Gail  Levin,  drawing  for  etching 
People  in  the  Park,  reproduced  p.l  66. 


Serious  art  collectors  know  us.  If  you  are  considering  collecting  art,  you  should 
know  us  too. 

For  the  past  20  years,  we  have  been  a  discreet  and  private  source  for  collectors, 
both  corporate  and  private  as  well  as  Museums  and  Pension  Funds  who  seek  to 
buy,  trade  or  sell  important  works  of  art.  We  appraise  existing  collections,  make 
recommendations  for  their  enhancement  and  expansion  and  offer,  as  well,  advise 
on  trading  art  within  current  market  trends.  Where  there  is  potential  for  growth 
and  investment  opportunity  we  initiate  new  areas  of  collecting  and  for  any  and 
all  acquisitions  we  provide  research,  condition  reports,  computerized  current 
market  surveys  and  recommendations  for  framing. 

We  specialize  in  American  Art  from  1870  to  1940,  late  19th  and  early  20th 
century  French  Impressionists,  Post  Impressionists,  early  20th  century  French 
Moderns,  and  19th  Century  European  academic  paintings,  drawings  and 

watercolors. 

At  present  we  have  an  active  group  of  collectors  who  are  seeking  to  buy,  sell  or 
trade  works  by  the  following:  American  Artists;  Hopper,  Chase,  Hassam,  Homer, 
Prendergast,  Paxton,  Tarbell  and  others.  French  artists;  Renoir,  Degas,  Monet, 
Sisley,  Pissarro,  Matisse  and  others. 

If  you  would  like  to  be  on  our  mailing  list  in  order  to  receive  additional 
information  about  our  services  kindly  advise  us  by  fax  or  phone. 


JOAN  MICH  ELM  AN,  Ltd. 

By  Appointment  Only 
New  York:  Monday  through  Friday,  Phone:  212.535.4524,  Fax:  212.517.6672 
Chicago:  Monday  through  Friday,  Phone:  312.957.1330,  Fax:  312.427.0463 


worries  in  the  car  and  truck  busi- 
nesses. Here  he  says  he  has  behaved 
totally  differently  from  an  American 
boss  in  his  position.  He  has  sus- 
tained, not  cut,  research  spending 
and  investment  in  these  operations, 
and  it  is  now  paying  off.  New  cars — 
designed  to  eliminate  Mercedes' 
notoriously  high-cost  overengineer- 
ing — will  cost  35%  less  to  build. 
Schrempp  reckons  the  first  two  new 
designs  into  market  (the  new  C-class 
car  and  a  new  sports  car)  already 
have  hit  that  target.  Sales  of 
Mercedes'  cars  so  far  this  year  are 
running  8%  to  12%  ahead  of  1995 
levels. 

He  has  also  persuaded  German 
labor  unions  at  the  local  level — 
union  headquarters  are  aghast — that 
they  have  to  agree  to  cut  costs,  or  see 

Another  worry:  internal 
dissension  that  could 
reopen  the  contest 
for  the  top  job  at 
Daimler-Benz. 

even  more  of  their  work  migrate. 
Some  sourcing  outside  Germany  is, 
even  so,  inevitable;  the  unions  have 
just  agreed  to  $700  million  of  aero- 
space work  a  year  being  transferred 
to  America  to  take  advantage  of  the 
U.S.'  lower  costs. 

However,  given  the  constraints  in 
Germany  upon  even  as  modern  a 
German  manager  as  Schrempp,  his 
task  will  be  tough  in  the  extreme. 
And  at  the  back  of  his  mind  must  be 
another  worry:  internal  dissension 
that  could  reopen  the  contest  for  the 
top  job  at  Daimler-Benz,  even 
before  the  board's  two-year  deadline 
expires. 

When  Schrempp  won  the  job  to 
take  over  from  Reuter  in  1994,  he 
was  the  leading  candidate.  But  not 
that  far  behind  was  Helmut  Werner, 
who  is  now  overseeing  the  successful 
revamp  of  the  profitable  Mercedes 
car  operation. 

Insiders  reckon  that  at  the  first 
sign  of  weakness,  of  Schrempp's  fail- 
ing to  deliver  the  board's  ultimatum, 
the  contest  for  the  top  job  at 
Daimler-Benz  will  be  on  with  a 
vengeance.  Sounds  a  lot  more  like 
Detroit  than  Stuttgart.  ■■ 
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For  $399,  Evan  Kourambas  finally  found  the 
Fountain  of  Youth. 


Selected  Taiwan  products 
carry  this  Symbol  of  Excellence. 
It  is  awarded  annually  by  an  expert  panel  of 
judges  only  to  products  which  excel 
in  quality  and  innovative  design. 

TAIWAN. 
The  Marketplace 
for  lnnovalueSM 

Internet  http:  //www.tptaiwan.org.tw 


As  a  computer  graphics  designer,  Evan  Kourambas  had  just  seen  his  studio  spend  a  million  dollars  on  state  of  the  art 
visual  effects  like  morphing.  It  aged  him. 

That  was  before  he  went  to  Taiwan  and  met  an  unusual  software  company, 
Ulead  Systems.  They  showed  him  their  Media  Studio  Pro,  the  world's  first 
complete  digital  video  and  audio  editing  software  for  PCs. 

Evan  watched  it  transform  raw  video  footage  into  a  finished  production.  Using 
101  video  and  audio  tracks.  Applying  three-dimensional  movement  to  text  and 
film.  Adding  titles.  Creating  surreal  effects  through  its  morphing  system.  All  for 
less  than  four  hundred  dollars. 

Ulead  had  developed  what  Taiwan's  high  tech  designers  do  so  well.  A  product 
that  sets  new  standards  in  innovation  and  added-value.  We  call  it  1NNOVALUE. 
And  it  is  one  reason  IBM,  AT&T,  Compaq,  Microsoft  and  others  will  buy  over  a 
billion  and  a  half  dollars  worth  of  computer  products  from  Taiwan  this  year. 

In  Taiwan,  you'll  find  Innovalue  in  so  many  product  areas.  Perhaps  yours.  If 
you're  interested,  reach  us  on  the  Internet. 
You'll  discover  that  it's  not  just  products, 
but  ideas  and  especially  value  that  are 
VERY  WELL  MADE  IN  TAIWAN. 


Ulead's  Media  Studio  Pro  is  displayed  beside 
another  Symbol  of  Excellence  winner,  the 
AcerView  f>8i  color  monitor. 


A  small  tribe  of  American  Indians  owns  the  most  lucrative 
gambling  casino  in  the  world.  A  related  tribe 
is  about  to  give  them  some  competition. 

Big  Chief  Kerzner 

By  Howard  Rudnitsky 


FOXWOODS  RESORT  &  casino,  the  itability.  The  Mashantuckets  are  con- 
gambling  casino  in  Ledyard,  Conn,  sidered  a  sovereign  nation  by  the  fed- 
owned  by  the  Mashantucket  Pequot  cral  government,  so  they  can  operate 
Indians,  has  had  a  lucrative  market  all  casinos  w  here  casino  gambling  is  oth- 
to  itself  since  1992.  With  some  22  erwise  illegal. 

million  adults  living  w  ithin  150  miles,  But  w  hat  the  Mashantuckets  can 

it  has  not  lacked  for  customers.  do,  so  now  can  their  cousins  the 

So  much  so  that  last  year  it  brought  Mohegans.  In  October,  only  10  miles 

in  profits  of  $3 19  million  on  revenues  away,  in  Montville,  Conn,  the  Mohe- 

of  $1.03  billion — a  profit  margin  of  gan  Sun  Casino  will  open  for  business. 

31  cents  on  the  rev  enue  dollar.  No  Mohegans?  Some  1,100  Mohegans 

casino  in  the  w  orld  matches  that  prof-  claim  descent  from  a  tribe  that  came  to 


Entrepreneur  Sol  Kerzner  (right  and  above  at  his  Paradise  Island  resort)  and  Mohegan  Tribal  Chief  Ralph  W.  Sturges 
Soon  to  be  counting  big  money. 
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food   for  thought 


He  may  not  look  like  an  international  businessman,  but 
he.  along  with  other  American  farmers,  makes  a  huge 
contribution  to  our  nation's  economy.  In  fact,  agricultural 
exports  have  the  single  largest  positive  impact  on  our  balance 
of  trade. 

This  year,  the  American  farmer  and  U.S.  agribusiness  will 
help  offset  our  nation's  trade  deficit  by  over  $54  billion. 

What's  our  point?  That  you  don't  need  a  power  suit  to 
play  a  powerful  role  in  reducing  our  nation's  trade  deficit. 


Supermarket  to  the  world 


New  Shipments  Of  Highly  Trained 
Employees  Arriving  Daily. 


(No  Wonder  We're  The  Expansion  City) 

Jacksonville  is  more  than  an  NFL  expansion  city.  It's  a  city 
with  a  rapidly  expanding  work  force.  Each  year,  for  instance, 
over  4,000  trained  Navy  personnel  are  discharged  here. 
We  also  add  nearly  7,000  people  each  year  who  move 
here  to  take  advantage  of  Florida's  growth  and  climate. 
We  not  only  have  the  employees,  we  have  facilities  and 
incentives  to  help  recruit  and  train  workers  for  your 
business.  For  more  information  or  a  copy  of  our  new  16 
page  fact  book,  call  Jerry  Mallot,  Executive  Director  of 
Economic  Development  at  1-800-892-7910. 

THE    EXPANSION  CITY 


Jacksonville 


ON     FIORIDAS    FIRST  COAST 


Visit  our  Internet  Web  Site  at  http://www.jaxchamber.com 
This  message  is  a  cooperative  effort  of  the  Jacksonville  Chamber  of  Commerce,  The  City  of  Jacksonville, 
Clay  County's  Committee  of  1 00  and  the  Jacksonville  business  community. 


Calendar  booked  solid? 
Job  and  family  obligations? 
Demanding  travel  schedule? 


EARN  AN  M.B.A. 
VIA  DISTANCE  EDUCATION 


The  College  of  Business  at  Colorado  State 
University  offers  working  professionals  a  chance  to 
advance  their  careers  by  earning  an  AACSB- 
accredited  M.B.A.  without  disrupting  their  lifestyles. 
The  program  offers  students  the  convenience  and 
flexibility  of  earning  a  graduate-level  degree  via 
distance  education. 

Call  1-800-491-4622,  ext.  2,  for  more  information. 
http://cobweb.cobus.colostate.edu 


University 


Connecticut  from  New  York  before 
the  1600s.  Their  competitors,  the  Ma- 
shantuckets  in  Ledyard,  Conn.,  were 
part  of  the  same  tribe,  but  the  Mohe- 
gans broke  aw  ay  long  ago. 

There  is,  needless  to  say,  a  lot  more 
than  tribal  rivalry  involved  here.  It 
took  nearly  two  decades  of  petition- 
ing before  the  Bureau  of  Indian  Af- 
fairs finally  agreed  in  1994  that  the 
Mohegans  w  ere  indeed  a  separate  and 
"sovereign"  tribe. 

In  petitioning  for  this  recognition, 
in  the  early  1990s,  the  Mohegans  got 
lots  of  help  from  hotel  developer  Len 
Wolman,  who  w  asn't  just  being  chari- 
table. The  Mohegans  would  need  a 
partner  with  money  and  experience 
running  gambling  establishments. 
Wolman  had  never  run  a  casino,  but 
he  knew  of  someone  who  had:  Solo- 
mon Ker/ner,  a  South  African 
(FORBES,  Sept.  26,  1994)  who  has  run 
casinos  there  and  in  France.  Kerzner's 
Sun  International  Hotels  Ltd.  had 

Bear,  Stearns  and  DLJ 
sold  $175  million 
in  13V2%  senior  notes. 


recently  moved  into  the  Americas  by 
acquiring  a  casino  on  Paradise  Island 
in  the  Bahamas.  Would  Kerzner 
join  with  Wolman  in  Connecticut? 
He  would. 

Kerzner,  of  course,  had  to  undergo 
background  checks  by  Connecticut 
gaming  authorities,  who  found  that 
his  company  had  made  a  $450,000 
payment  in  1986  to  the  leader  of 
Transkei  in  South  Africa.  After  look- 
ing into  this  matter,  which  the  South 
African  police  labeled  commercial  ex- 
tortion, they  granted  Sun's  executives 
a  temporary  gaming  license. 

The  Bureau  of  Indian  Affairs  grant- 
ed the  Mohegans  sovereignty  in  May 
1994. "The  follow  ing  year  the  bureau 
acquired  the  Montville  property  in 
trust  for  the  Mohegans. 

The  240-acre  site  had  been  home 
to  a  nuclear  submarine  components 
plant.  The  previous  owners  cleaned 
up  some  water  contamination,  and 
state  and  federal  agencies  approved 
the  site.  The  Mohegans  and  Kerzner 
are  convinced  the  plant  is  safe  and  the 
price  was  right.  Howard  Kerzner,  32, 
Sol's  son,  points  out:  "Using  the 
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Lower  costs 
and  higher 
quality 


were  the  goals 
of  our  ^Aggressive  Solacing' 
program.  And.  after  an  intensive 

search,  they  were  the  reasons  we 


Laurie  Atkinson,  Contract  Administrator,  USF&G 


chose  Olsten  Staffing  # 


f  U  S  F+G* 

INSURANCE 


When  Laurie  Atkinson  and  a  team  of  senior  managers 
set  out  to  reengineer  the  procurement  functions  at 
USF&G's  headquarters  and  branch  offices,  the  first 
area  they  tackled  was  temporary  staffing. 

"At  the  time,"  says  Atkinson,  "we  were  using  more 
than  1 00  staffing  vendors.  Each  department  or  office 
made  their  own  decisions.  We  needed  more  quality 
control  and  less  paperwork." 

USF&G  began  searching  for  a  partner  with  the 
ability  to  manage  a  wide  range  of  temporary  staffing 
needs  across  the  country.  They  were  also  looking  for 
systems  that  could  streamline  their  flexible  staffing 
process.  After  reviewing  40  firms,  they  chose  Olsten. 

"In  the  year  since  we  began  working  with  Olsten," 
says  Atkinson,  with  a  smile,  "we  have  met  or  exceeded 
all  our  goals.  Most  important,  our  internal  clients  are 
happy  with  the  service.  That's  what  I  call  success." 


With  more  than  700  offices,  Olsten  Staffing 
Services  meets  the  diverse  needs  of  its  global  clients 
with  supplemental  staff  across  the  spectrum  of  job 
skills.  As  part  of  Olsten  Corporation,  one  of  the 
largest  human  resource  services  providers  in  the  world, 
we  deliver  superbly  trained  personnel,  solid  on-time 
performance  and  a  full  range  of  staffing  services. 


THE  ONE  CALL  THAT  WORKS 


1-800-WORK  NOW 


Olsten 

Staffing  Services5' 

America  is  going  to  work  with  uss 


Visit  US  at  http://wwW.W0rkn0W.C0m  ©1996  Olsten  Corporation.  E0E  M/F/D/V 


existing  structural  framework  of  the 
plant  after  removing  the  walls  and 
floors  saves  many  millions  of  dollars  in 
construction  costs. " 

Since  state  regulator}  laws  typically 
do  not  apply  on  Indian  nation  territo- 
ry, Wall  Street  has  been  reluctant  to 
finance  casinos  on  Indian  land;  if  the 
casino  defaults,  the  creditors  will  have 


trouble  foreclosing.  In  the  fall  of 
1995  Sun  International  put  up  S40 
million  in  subordinated  debt  and  pro 
vided  a  $50  million  construction/ 
completion  guarantee. 

With  that  money  up  front  and  with 
a  written  agreement  from  the  Mohe- 
gans  that  a  U.S.  judge  would  be  in- 
volved in  case  of  default,  Wall  Street 


agreed  to  float  bonds:  Bear,  Stearns  & 
Co.  and  Donaldson,  Lufkin  &  Jen 
rette  sold  SI 75  million  in  13V2%  se- 
nior notes. 

Even  so,  the  Mohegans  gave  the 
senior  bondholders  a  sweet  deal:  not 
only  1 3V2%  interest  but  also  participa- 
tion in  the  casino's  cash  flow  that 
could  raise  the  rate  to  between  16% 
and  19%,  depending  on  earnings  be- 
fore interest,  taxes,  depreciation  and 
management  fees. 

For  putting  up  the  risk  capital  and 
completion  guarantees,  Kerzner's 
Sun  International  will  be  entitled  to 
an  equity  annual  return  of  26V2%  on 
its  $40  million,  plus  a  one-time  $10 
million  payment  for  construction  ser- 
vices and  the  $50  million  completion 
guarantee. 

That's  not  all  that  could  be  in  the 
deal  for  Wolman  and  Kerzner.  Sun 
International,  Wolman  and  his  part- 
ners jointly  own  Trading  Cove  Asso- 
ciates, which  will  manage  the  casino 
for  seven  years.  They  are  entitled  to  up 
to  40%  of  the  casino's  earnings.  The 
Mohegans  get  at  least  60%. 

Merrill  Lynch  high  yield  gaming 
analyst  Richard  Byrne  estimates,  in 
one  scenario,  that  in  the  second  year 
Mohegan  Sun  is  open,  it  could  earn  at 
least  $67  million,  providing  $27  mil- 
lion in  management  fees  for  Trading 
Cove.  With  their  share,  the  Mohegans 
will  buy  back  some  bonds. 

Bracing  to  meet  the  new  competi- 
tion, Foxwoods  President  Mickey 
Brown,  an  attorney  with  a  back- 
ground in  the  gaining  business,  re- 
cently announced  a  major  $350  mil- 
lion expansion,  expected  to  be  com- 
pleted in  about  18  months.  He's 
guessing,  probably  rightly,  that 
there's  plenty  of  business  for  both 
casinos. 

Is  even  more  competition  on  the 
way  for  northeastern  gambling?  Not 
likelv  for  now.  The  Mashantuckets 
wanted  to  build  a  $900  million  casi- 
no, this  time  in  depressed  Bridgeport, 
Conn.,  but  last  November  the  state 
senate  said  no.  In  neighboring  Massa- 
chusetts and  Rhode  Island,  casino 
sponsors  utilizing  Indian  groups  want 
to  build  casinos,  but  the  legislatures 
show  no  signs  of  giving  the  needed 
oka\'.  With  only  two  casinos  serving  a 
rich  area,  the  Mohegans  and  their 
friends  from  South  Africa  look  set  to 
clean  up.  Mi 
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Introducing  The  Berger  New  Generation  Fund 


"From  the  Wright  brothers  to 
a  man  on  the  moon!  What  will  take  off 
in  the  next  generation?" 


\ 


-Bill  Berger.  Shareholder  B  Trustee 


Innovation  will  happen  in  the  blink  of  an  eye,  in  the  new 
generation.  You  need  a  fund  with  the  hustle  and  brainpower 
to  find  it,  invest  in  it  and  hopefully  grow  with  it.  Enter  the 
no-load  Berger  New  Generation  Fund. 

It's  searching  for  companies  that  are  poised  to  change 
the  dynamics  of  their  industries  and  significantly  impact 
our  lives.  And,  consequently,  may  have  the  biggest  impact 
on  the  Fund's  portfolio. 

While  the  size  of  the  ideas  is  critical,  the  size 
of  the  companies  isn't.  The  Fund's  search  ranges 
from  smaller,  unfamiliar  stocks  to  household 
names  you  already  know. 

In  the  end,  you'll  find  the  real  innovation 
is  the  Fund  itself.  Because,  while  a  lot 
of  companies  talk  about  the  future,  the 
Berger  New  Generation  Fund  is  looking  for 
companies  who  will  actually  help  determine  it. 


Invest  in  the  future  today. 
Call  1-800-333-1001.  Dept.  A2I3 


Well  send  a  prospectus  with  more 
management  fees,  charges  and  expenses 
Read  it  carefully  before  investing. 


Together  we  can  move  mountains 


©1996  Berger  Associates,  Inc. 
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Corruption, 
inefficient 
government, 
political  chaos. 
Italy's  a  mess. 
Actually  the  place 
is  booming. 

By  Paul  Klebnikov 
and  Richard  C.  Morais 

Former  prime  minister  Giulio  An 
dreotti  is  on  trial  for  colluding  with 
the  Mafia  and  for  arranging  the  mur- 
der of  a  prying  journalist.  Another 
former  prime  minister,  Bettino  Craxi, 
has  been  convicted  of  bribe-taking 
and  is  currently  hiding  from  the  law  in 
Tunisia. 

A  third  ex-PM,  Silvio  Berlusconi,  is 
on  trial  for  bribery  and  corruption. 
Think  of  it.  It's  as  if  w  e  had  jailed  or 
were  about  to  jail  Jimmy  Carter,  Ger- 
ald Ford  and  Ronald  Reagan.  Italy's 
political  system  has  alw  ays  been  some- 
thing of  a  joke.  What  can  you  say  for  a 
system  that  has  had  54  governments 
in  51  years?  But  the  current  mess  is 
bad,  even  by  Italian  standards. 

Public  finances?  Don't  ask.  The 
IKS.  public  debt  amounts  to  63%  of 
our  gross  domestic  product,  but 
that's  nothing  compared  with  Italy's 
124%.  Taxes  are  insufferable:  The  top 
income  tax  rate  is  51%.  At  a  time  when 
world  stock  markets  are  mostly 
booming,  Milan's  has  yet  to  recover 
from  its  1987  crash. 

Yet  Italy  is  booming.  Growing 
3.1%  last  year,  the  Italian  economy 
outperformed  every  major  industrial- 
ized economy  except  that  of  the  U.S., 
and  these  official  numbers  for  Itah  arc- 
probably  seriously  understated  be- 
cause they  don't  allow  for  the  Italians' 
artistry  at  getting  around  a  slovenly 
and  broken-down  government.  Per 
capita  income,  even  by  reported  fig- 
ures, is  $18,520.  In  the  prosperous 
north  it  is  even  higher.  Per  capita  GDP 

A  family-run  workshop 

toiling  late  into  the  night 

Open  a  garage  in  northern  Italy 

and  you'll  often  find  a  business. 
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in  the  province  of  Brescia  is  $33,000, 
far  above  the  average  in  Switzerland, 
Germany  or  the  U.S.  But  even  the 
average  Italian  lives  better  than  the 
average  Briton  or  Sw  ede. 

What  makes  these  numbers  espe- 
cially impressive  is  that  they  have  been 
achieved  in  spite  of  a  heavy  drag  from 
the  relatively  nonindustrial  south, 
where  per  capita  income  is  half  that  of 
the  industrialized  north.  Northern  It- 
aly by  itself  has  already  achieved  a 
Swiss-level  living  standard. 

What's  Italy's  secret?  In  just  two 
words:  artisan  and  entrepreneur. 

Visit  Lumezzane,  a  narrow  valley, 
population  24,000,  just  north  of  Bre- 
scia. Lumezzane  contains  1 ,980  reg- 
istered businesses — one  for  every  12 
inhabitants.  The  winding  road  be- 
tween the  mountains  is  crowded  with 
workshops  and  factories,  mostly  met- 
alworking  enterprises  making  faucets, 
taps,  valves,  silverware  and  auto  parts. 
The  local  supermarket  displays  not 
breakfast  cereals  but  milling  machines 
and  lathes. 

Lumezzane  is  not  a  cosmopolitan 
place.  Tourists  seldom  come  here, 
and  the  people  speak  Italian  in  a  heavy 
provincial  accent.  But  this  little  valley 
sends  its  products  all  over  the  world. 

Take  the  Zani  group,  a  small  tool- 
and-die  shop  and  aluminum  foundry. 
It  makes  molds  and  castings  for  Mer- 
cedes and  Audi  cars,  Uzi  submachine 
guns  and  Black  &  Decker  tools.  Sev- 
eral years  ago  Zani  decided  to  add  to 
its  product  line  aluminum  sunroofs 


Delfo  Monti, 
founder  of 
Emmepi  Eyewear 
Spreading 
wealth:  He  relies 
on  80  local 
suppliers  to 
make  his  frames. 


A  mountain  valley 
in  Bel'uno 
province 

Far  from  Rome, 
the  underground 
economy 
flourishes  in 
hidden  valleys. 


for  cars.  This  involves  a  particularly 
difficult  type  of  aluminum  casting. 
Zani's  entrepreneurial  owner,  Bruno 
Zani,  put  his  highly  skilled  workers  to 
the  task.  Sunroof  sales  last  year 
reached  $6  million,  over  three-quar- 
ters of  them  exports. 

Now  69,  Bruno  Zani  is  a  hands-on 
manager.  He  lives  in  a  small  apart- 
ment above  the  shop.  By  day,  he 
manages  operations  in  his  tattered 
engineering  frock. 

Zani  started  out  as  an  engraver  of 


pistols  and  candelabras.  He  saved 
enough  money  to  buy  his  own  ma- 
chinery; his  first  products  were  the 
tools  to  make  cheap  forks  and  spoons, 
sold  to  local  cutlery  factories.  This  was 
a  family  operation.  Bruno,  his  wife, 
his  three  sons  and  his  three  daughters 
all  shared  the  work.  "My  wife  even 
worked  when  she  was  breast-feed- 
ing,'" Zani  recalls.  "She  had  the  kid  in 
one  arm  and  operated  the  machine 
with  the  other." 

Today  Zani  has  75  employees  and 
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over  $10  million  in  revenues.  A  typi- 
cal worker  in  the  plant  earns  $1,150 
per  month. 

It's  a  long  way  from  Italy's  Zanis  to 
its  enormous  state-owned  conglom- 
erates like  mi,  which  are  drowning  in 
red  ink.  Automaker  Fiat  is  still  strug- 
gling to  become  a  first-class  competi- 
tor. Olivetti's  computer  ambitions 
have  largely  failed.  Italy  is  not  hospita- 
ble to  huge,  mass-production  indus- 
tries. It  owes  its  prosperity  to  several 
hundred  thousand  family  businesses 


like  Zani,  capitalizing  on  Italian  arti- 
sanship  and  ingenuity  to  turn  out 
superb  products. 

During  World  War  II  the  metal- 
works  of  Lumezzane  produced  gun 
parts,  shells  and  cartridges  for  the 
Fascist  and  German  armies.  In  1945 
this  source  of  income  abruptly  disap- 
peared. The  skilled  and  inventive  local 
craftsmen  turned  to  making  plumb- 
ing fixtures  needed  to  rebuild  their 
war-devastated  country. 

How  do  you  get  from  simple  metal 


castings  for  plumbing  fixtures  to  diffi- 
cult products  like  sunroofs?  Explains 
Lumezzane  Mayor  Ottorino  Bugatti, 
himself  owner  of  a  small  factory  that 
turns  out  silverware:  "A  lot  of  the 
improvements  happen  when  the  own- 
ers and  workers  from  different  fac- 
tories get  together  for  lunch  and  talk 
about  their  work.  'Yesterday  we 
bought  a  new  machine,  and  it  does 
the  job  better.'  That  kind  of  thing." 

The  entrepreneurs  of  Lumezzane, 
like  many  Italians,  are  frugal  folk. 
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J4^e    can  finally    he  relaxed 
ah  o  u  t   I  if  e  .    But   can  you 
ever   relax   ah  out  money? 


"Well,  there  may  be  a  way. 

Financial  Fitness  is  a  simple,  five-step  program.  It  begins  with 
a  conversation  —  no  commitments  —  between  you  ana  an  Equitable 
representative. 

You  assess  your  situation,  set  priorities,  find  a  strategy,  plan  your 
next  steps  and,  once  you've  begun,  keep  your  strategy  updated. 

No  miracles.  No  hype.  Just  common  sense.  And  a  great  weight 
off  your  shoulders. 


and  start  taking  charge 


Th  is  is  the  tomorrow  you've  waited  for.  Get  in  touch  with 


us 


of 


it  toda 


y- 


1||  EQUITABLE 

Power  Over  Tomorrow 


Equitable  is  The  Equitable  Life  Assurance  Society  of  the  United  States,  New  York,  NY,  10019.  Financial  Fitness  refers  to  Financial  Fitness  Prof ile.sm  GE-96-47 


BANK  &  THRIFT  SPECIALISTS 


ADVISORS  TO 
DIRECTORS  &  MANAGEMENT 


375  Park  Avenue,  New  York,  NY  10152  (212)  754-2000 
Keefe  &  Keefe  International  Inc. 


Italy's  official  household  savings 
rate — without  even  counting  all 
those  Swiss  bank  accounts — aver- 
aged 17.3%  in  the  last  decade,  more 
than  three  times  the  U.S.  rate  and 
well  above  Japan's  14.9%  and  Ger- 
many's 12.5%. 

These  household  savings  matter. 
As  family  enterprises,  the  Lumez- 
zane  companies  can't  tap  the  equity 
markets,  and  bank  financing  is  ex- 
pensive, what  with  an  average  infla- 
tion rate  of  5 .4%  and  a  prime  lending 
rate  of  11.5%. 

To  expand,  the  Lumezzane  fam- 
ilies plow  back  profits  into  the  busi- 
ness, and  use  some  of  their  profits  to 
invest  in  inflation-resistant  real  estate. 

One  entrepreneur  jokes  that 
local  companies  keep  three  sets 
of  books— one  for  the  taxman, 
another  for  the  banker,  a  third 
for  the  family. 


Many  are  Called. 
Few  are  FORWARDED. 


The  Akasaka  Prince  Hotel  is  one  of  the  few  hotels  in  Tokyo  that 

will  forward  any  call  or  message  to  you.  No  matter  where  you  are.  Call 

1-800-542-8686  for  information.   Akasaka  ®  PRKVCE  HOTEL 

TOKYO 


While,  like  most  Italians,  Lumez- 
zane folk  like  to  eat  well  and  live 
comfortably,  ostentation  is  out.  "Re- 
cently we  hosted  a  delegation  of 
Greek  industrialists,  who  were  sur- 
prised to  see  our  factory  owners  all 
toiling  away  in  the  workshops,"  says 
Lumezzane's  Mayor  Bugatti.  "The 
Greeks  all  had  similar  factories  in  their 
country,  but  their  homes  were  in 
Switzerland." 

Lumezzane  and  Brescia  are  not  ex- 
ceptional in  their  prosperity.  Drive 
100  miles  north  of  Venice,  through 
snow-filled  passes  of  the  Dolomites, 
to  the  province  of  Belluno,  near  the 
Austrian  border.  In  sleepy  alpine  vil- 
lages, you'll  see  taciturn  old  men  in 
fur  hats  sunning  themselves  in  the 
cobblestone  squares. 

But  that's  the  touristy  surface. 
Look  again.  Belluno  province  is  home 
to  the  largest  eyeglass-frame  manu- 
facturers in  the  world,  Luxottica 
Group  (sales,  $1.7  billion),  Safilo 
Group  (S270  million)  and  Marcolin 
($75  million).  Chances  are  the  Cabin 
Klein  or  Giorgio  Armani  or  Yves  Saint 
Laurent  spectacles  you're  wearing 
were  made  here.  Behind  these  giant 
firms  stand  no  fewer  than  800  smaller 
suppliers  pressed  into  the  mountain 
passes.  Together  these  big  and  small 


Forbes  ■  April  22,  1996 


Y 

1  Ou 


50  O 


tryf)    wAfr/poo/.    ^Ve  a  »->    twirled    ^rd  c,e  fully  /Arou^A 


/Ae    a/V,  A 


u  / 


[Ai~i~£r    c^or^Cr^fy^CryJ'     f\\\cci     your  ?Ou| 


All  because  of  a  simple  decision  you  made  about  managing  PC  costs. 


Shrink  your  PC  costs  by  up  to  20%.  It's  easy.  We're  the  largest  PC  systems  integrator, 
and  we've  helped  more  of  the  FORTUNE  5001"  than  anyone  else.  For  a  free  report,  call 
800-368-3946.  Or  e-mail  ITsavings@entex.com.  And  feel  warm  all  ever. 


Total  PC  management. 
Because  you've 
got  a  business  to  run. 


We  were  ready  before  the  lights  went  out. 

Hours  before  Hurricane  Andrew  slammed 
into  coastal  Florida  four  years  ago,  Caterpillar 
products  were      heir  way  to  threatened  towns 
like  Homestc; 

Diesel  gen,      rs  to  turn  the  lights  back  on. 


Wheel-loaders,  excavators  and  bulldozers  to 
clear  roads  and  clean  away  the  rubble.  Caterpi 
dealers  were  there  to  lend  a  hand.  And  local  ct 
tractors,  with  Cat  equipment,  to  start  rebuildii 
None  of  which  is  unusual.  As  the  world's 
leading  maker  of  construction  equipment — an 


der  in  diesel  generators — Caterpillar's  had  a 
in  dealing  with  emergencies  for  many  years, 
since  we  play  a  role  in  building  things  of 
/  kind,  around  the  world,  we're  also  there 
1  they  require  rebuilding. 
We  help  people  put  big  ideas  in  motion. 


And  we  help  them  put  small  towns  back  on 
the  map. 


CATERPILLAR 


factories  produced  an  estimated  25% 
of  the  $2  billion  worth  of  eyeglass 
frames  that  retail  in  the  U.S.  for  $100 
and  up. 

We're  talking  serious  wealth.  In 
1991  the  finance  ministry  released  a 
list  of  Italy's  largest  taxpayers.  Who 
headed  the  list?  Not  Italy's  most  fa- 
mous industrialist,  Fiat's  Giovanni 
Agnelli.  The  top  man  was  Leonardo 
Del  Vecchio,  whose  name  was  un- 
known to  the  gossip  columnists  and 
jet-setters.  An  orphan  who  moved  to  a 
tiny  village  in  Bclluno,  Del  Vecchio 
built  Luxottica  into  an  international 
p<  nverhouse  and  created  thousands  of 
well-paying  jobs  for  his  countrymen 
and  neighbors. 

The  Italian  newspapers  dubbed 
him  "Mr.  Nobody,"  but  he  controls  a 
New  York  Stock  Exchange-traded 
company  that  has  a  market  capitaliza- 
tion of  $3.2  billion. 

Such  wealth  and  such  skills  spread 
quietly  through  the  Belluno  region. 
Take  Delfo  Monti,  who  owns  Em- 
mepi  Eyewear,  a  company  with  some 
$3  million  in  sales.  Monti's  22  em- 
ployees assemble  some  200,000 
frames  a  year.  Typical  is  craftsman 
Lino  Zandegiacomo,  54,  who  cleans, 
polishes  and  checks  frames  for  faults 
for  Monti.  Two  years  ago  Liz  Clai- 
borne Optics  tapped  Monti  to  pro- 
duce designer  frames  for  its  $100  and 
$150  eyeglasses  sold  in  the  U.S. 

A  simple  eyeglass  frame  has  a  mini- 
mum of  12  pairs  of  components,  so 
Monti  relies  on  some  80  local  suppli- 
ers to  meet  his  orders.  It's  like  the 
Swiss  watch  industry.  Hundreds  of 
family  firms,  many  with  just  a  single 
employee,  divvy  up  the  labor:  One 
makes  screws,  another  stems,  another 
specializes  in  colorizing. 

Giovanni  Bergagnin  stamps  out 
complicated  metal  stem  parts  for  Em- 
mepi  at  his  own  $1  million  company 
in  a  nearby  village.  The  factory'  is 
unprepossessing,  but  it's  crammed 
with  state-of-the-art  machinery.  Oil 
drums  and  coils  of  nickel-siiver  wire 
are  stacked  in  the  workshop's  icy  fore- 
court. Inside,  17  employees  are 
crowded  between  metal-stamping 
machines  from  Germany  and  sophis- 
ticated CAD/CAM  equipment. 

How  has  Bergagnin  survived  the 
competition  from  low  er-cost  Taiwan- 
ese and  Korean  manufacturers?  With 
superior  craftsmanship.  Bergagnin, 


his  hands  black  with  machine  oil,  pulls 
out  a  stem  part  as  intricately  shaped  as 
a  sailor's  knot.  "Five  years  ago  I  made 
simple  stem  parts  that  cost  29  cents  to 
make,"  he  says.  "Today  my  compo- 
nents go  through  1 5  different  opera- 
tions and  cost  about  $2.26  apiece." 

Recession?  Belluno's  eyeglass  ex- 
ports were  up  22%  last  year. 

Italian  craftsmanship  is,  of  course, 
famous.  When  real  estate  developers 
Olympia  &  York  built  the  sumptuous 
lobbies  and  atriums  of  New  York's 
World  Financial  Center,  they  shipped 
in  Italian  marble  and  used  Italian 
stonemasons.  Those  skills  were  to  be 
found  nowhere  else  in  the  world. 

Craftsmanship  is  also  behind  the 


success  of  Fabbrica  d'Armi  Pietro 
Beretta.  This  company  is  situated  in 
the  center  of  Italy's  gunmaking  in- 
dustry, in  yet  another  alpine  valley  not 
far  from  Lumezzane.  Established  as 
gunsmiths  to  the  Venetian  Republic 
in  1526,  Beretta  has  the  distinction  of 
being  the  oldest  family-run  industrial 
enterprise  in  the  world. 

Today  it  is  manufacturing  shot- 
guns, hunting  rifles,  handguns  and 
submachine  guns;  its  sales  last  year 
were  $260  million.  It  is  an  aggressive 
exporter.  In  the  1980s  it  won  a  con- 
tract from  the  U.S.  Army  to  replace 
the  venerable  Colt  .45  sidearm.  Be- 
retta's  exports  are  now  75%  of  sales. 

Beretta  nurtures  a  refined,  Euro- 
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pean  image,  which  helps  explain  why 
Americans  will  pay  30%  more  for  its 
shotgun  than  for  similar  U.S. -made 
models.  Berettas  have  the  intricate 
engravings  and  striations  that  reveal 
that  Old  World  craftsmanship  still 
lives,  at  least  in  Italy.  On  Beretta's 
factory  floor,  veteran  gunsmiths  still 
measure  the  straightness  of  the  bar- 
rels by  eye  and  check  the  soundness 
of  the  welds  by  tapping  them  with  a 
hammer. 

Sitting  back  in  his  gloomy  stone 
mansion,  the  58-year-old  Dr.  Ugo 
Gussalli  Beretta  remarks:  "The  Amer- 
icans make  shooting  machines.  We 
make  works  of  art." 

What  does  the  worldly  Beretta 


ABOVE: 

The  metal-working 
valley  of  Lumezzane 
One  registered 
business  for  every 
12  inhabitants. 


LEFT: 

Dr.  Ugo  Gussalli 
Beretta  heads  Fab- 
brica  d'Armi  Pietro 
Beretta,  the  world's 
oldest  industrial  dynasty 
After  the  terrorism 
of  the  Red  Brigades, 
the  current  politi- 
cal mess  doesn't 
faze  him. 


make  of  Italy's  apparent  political  and 
economic  mess?  It  doesn't  worry  him 
much.  He  survived  the  wave  of 
bombings,  kidnappings  and  assassi- 
nations launched  by  the  Red  Brigades 
two  decades  ago.  Living  with  the 
daily  threat  of  kidnapping  or  assassi- 
nation, he  increased  security,  sent  his 
two  sons  to  live  in  the  U.S.  and 
continued  working.  "Experience 
tells  me  that  people  in  Italy  talk  a  lot 
about  crisis,  but  nothing  actually 
happens,"  he  says. 

Does  this  attitude  betray  a  certain 
contempt  for  the  government  and  the 
politicians?  Of  course.  Everybody 
knows  that  Italy  is  great  not  because 
of  the  politicians  but  in  spite  of  them. 


With  this  contempt  goes  a  relaxed  way 
of  confronting  tax  obligations.  We 
visited  a  small  factory  that  solders 
eyeglass  parts  and  found  an  inconspic- 
uous chalet  with  a  cheap  Fiat  Punto 
parked  in  the  drive.  Inside,  the  place 
looked  run-down,  with  cheap  pillows 
taped  over  the  backs  of  wooden 
chairs.  But  there  were  also  a  half- 
dozen  well-oiled  machines  for  solder- 
ing stem  parts  together.  The  whole 
operation  was  clearly  intended  not  to 
draw  the  eye  of  the  tax  collector  to  this 
flourishing  little  enterprise. 

The  government  is  using  heavy- 
handed  tactics  to  crack  down  on  tax 
avoidance.  We  saw  members  of  the 
Guardia  di  Finanza  (Financial  Police) 
setting  up  a  roadblock  and  randomly 
searching  cars  and  trucks  to  see  that  any 
industrial  parts  being  transported 
matched  the  goods  listed  on  the  in- 
voices. The  cops  simply  assumed  that 
any  unreported  deliveries  were  skirting 
the  value-added  tax,  which  can  reach 
19%.  The  cops  are  probably  right. 
However,  they  can't  put  all  of  the 
country's  entrepreneurs  in  jail.  The 
economy  would  grind  to  a  halt. 

Evasion  of  Italy's  impossible  labor 
and  social  security  regulations  is  even 
more  common.  A  typical  low-skilled 
worker  in  Belluno  earns  a  basic  salary 
of  $900  a  month,  but  huge  social 
taxes  mean  that  he  costs  his  employer 
closer  to  $2,000  a  month.  If  his  em- 
ployer reports  everything.  Which  he 
doesn't.  But  since  many  of  the  work- 
ers are  family  and  many  others  work 
off  the  books  (to  save  taxes  them 
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The  Guardia  di  Finanza,  Italy's  financial  police, 
stopping  cars  and  checking  papers 

Draconian  measures  to  stop  the  widespread  evasion  of  VAT. 


selves),  squealing  is  rare. 

In  Brescia  province  the  metal- 
workers are  renowned  for  their  abili- 
ty to  hide  their  wealth  and  income. 
Only  43%  of  the  Brescian  population 
is  officially  registered  as  working,  but 
a  tour  of  the  workshops  will  convince 
you  that  everyone — men  and  wom- 
en, young  and  old— toils  late  into  the 
evening  in  the  family  business.  "Un- 
employment has  very  little  meaning 
in  Italy,'"  says  Professor  Giorgio  Fua 
of  the  University  of  Aneona.  "Many 
of  my  students  are  registered  as 
unemployed. " 

With  as  much  as  a  quarter  of  Italy's 
labor  force  working  off  the  books,  it  is 
hard  to  tell  how  big  the  submerged 
economy  really  is.  A  decade  ago  the 
government  revised  the  gross  domes- 
tic product  upward  by  about  17%  to 
account  for  the  black  market,  but 


everybody  thinks  this  percentage  is 
still  way  too  low. 

By  Anglo-Saxon  standards,  some  of 
this  may  look  like  corruption.  In  fact, 
it  is  simple  common  sense.  Italy  is  an 
old  civilization.  Over  thousands  of 
years,  the  peninsula  has  endured  civil 
wars,  barbarian  invasions,  the  rise  and 
fall  of  empires,  republics  and  dictator- 
ships. Few  Italians  think  of  the  gov- 
ernment as  "us."  It  is  "them."  Ital- 
ians have  a  well-honed  survival 
instinct. 

When  you  rent  a  villa  in  Chianti, 
don't  be  surprised  if  you're  asked  to 
make  the  rental  payments  to  a  Swiss 
bank  account. 

Tax  evasion  is  open  at  the  San 
Lorenzo  market  in  Florence,  which 
displays  beautifully  made  gloves, 
handbags,  ties,  scarves  and  woolens. 
Some  of  the  stuff  sold  here  comes 


from  the  same  workshops  that  pro- 
duce for  the  Gucci,  Ferragamo  or 
Valentino  labels.  Although  the  quali- 
ty is  not  quite  as  high,  the  prices  are  a 
fraction  of  the  famous  labels'.  Pay- 
ment is  by  cash;  no  receipts  are  given. 

Stifling  regulations  and  punishing 
tax  rates  breed  complicity  between 
buyer  and  seller,  between  employer 
and  laborer.  Quite  simply,  they  trust 
each  other  more  than  they  trust  the 
government. 

Over  a  glass  of  beer,  one  Lumez- 
zane  entrepreneur  jokes  that  local 
companies  keep  three  sets  of  books — 
one  for  the  taxman,  another  for  the 
banker  and  the  third  for  the  family. 
"We  are  facing  the  possibility  of  a  full 
scale  tax  revolt,"  warns  Mino  Marti- 
nazzoli,  formerly  one  of  the  country's 
leading  politicians,  now  in  self-im- 
posed exile  as  mayor  of  the  northern 
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IRA 


It's  your 


money 


Wliy  share  it? 


You  earned  it.  Now  you're  going  to  pay  someone 
an  annual  fee  for  the  privilege  of  holding  it? 
Over  time,  that  $29  charged  every  year  could 
mean  $6,000  less  for  you* 

At  Charles  Schwab,  you  don't 
have  to  pay  an  annual  IRA  fee.  (Just 
have  $10,000  in  your  account  by 


u 


NO  ANNUAL  FEE 


September  15,  1996.)  And  that's  just  for  starters. 

Lots  of  Ways  to 
Be  Selfish. 

Stocks,  bonds,  CDs,  global  funds,  you  name 
it — Schwab  has  it.  All  available  with  our  everyday 
low  rates.  (Save  an  extra  10%  when  you  trade  online 
or  by  phone.) 

You'll  save  buying  mutual  funds,  too.  Choose 
from  over  350  in  our  Mutual  Fund  OneSource,"  all 
without  loads. 


Thousands  of  New  Accounts. 

Nobody  on  Commission. 
Something  Must  Be  Working. 

Every  month,  tens  of  thousands  of  investors 
switch  to  Schwab.  And  that's  without  commissioned 
sales  people  calling  up  at  dinner  time.  We  were 
founded  on  the  idea  that  individuals  should  get  a  fair 
shake  in  investing.  Lots  of  people  seem  to  agree. 


Call  for 
Your 

Free  / 
Retirement 
Planning  Guide* 

1^800^310^2849 

http://www.schwab.com 


You  Can't  Retire  Until  Your  Money  Goes  To  Work. 


Charles  Schwab 


Assumes  total  savings  of  $6,031  over  35  years,  based  on  a  hypothetical  8%  return  on  initial  $10,000  deposit  and  a  $29  annual  account  fee  savings. 
Set-up  and  maintenance  fees  for  certain  IRA  assets  such  as  limited  partnerships  and  promissory  notes  still  apply.  Prospectuses  containing  more  complete 
•nformation,  including  management  fees,  charges  and  expenses,  are  available  from  Schwab.  Please  read  them  carefully  before  investing.  Schwab  receives 
'emuneration  from  Mutual  Fund  OneSource  companies.  ©1996  Charles  Schwab  &  Co.,  Inc.  All  rights  reserved.  Member  SIPC/IWSE.  (3/96) 


TRENDSETTERS 
ARE  LEADING 
THE  WAY  TO 
THE  MARQUIS 
REFORMA  HOTEL 
IN  MEXICO  CITY 


We  know  you  are  a 
Trendsetter.. .you  like  to  be 
ahead  of  the  crowd.  You  like  to 
enjoy  a  comfortable  and 
luxurious  atmosphere  as  well  as 
the  latest  technology.  That  is 
why  we  know  you  will  like  the 
Marquis  Reforma,  the  small  and 
luxurious  Hotel  in  Mexico  City. 

* 


B  t  f  O  6-rt  fl 
THE  SMALL  AND  LUXURIOUS 
HOTEL  IN  MEXICO  CITY 


otthe 
'World 

Paseo  de  ia  Reforms  465 
Col.  Cuauhtemoc  CP.  06500 
Mexico  D.F.  211-3600 
U.S.A.  Reservations: 
1  (800)  223-6800 
1(800)  525-4800 
1(800)2352387 


city  of  Brescia.  "People  are  sick  of 
paying  for  something  that  doesn't 
work." 

A  local  official  of  the  ministry  of 
internal  affairs  puts  it  more  crudely. 
"The  general  attitude  is:  If  the  gov- 
ernment takes  us  for  a  ride,  we  will 
take  the  government  for  a  ride." 

In  the  highly  productive  northern 
provinces  like  Brescia  and  Belluno,  a 
movement  to  decentralize  govern- 
ment, cut  subsidies  and  return  taxing 
authority  to  the  regions  is  flourishing. 
This  movement,  which  has  a  good 
chance  of  succeeding,  would  effec- 
tively reinvent  the  Italian  state. 

"We  are  in  crisis,"  says  Martinaz- 
zoli.  "There  is  total  confusion,  the 


disorganization  of  everything." 

Then,  reflecting  on  the  paradox  of 
economic  prosperity  amidst  political 
chaos,  he  adds:  "This  is  a  crisis  of  the 
state,  not  of  the  nation." 

Italy  is  going  to  the  polls  on  Apr. 
21  to  elect  yet  another  government. 
The  likelihood  of  a  solution  to  the 
perpetual  political  crisis  is  as  distant  as 
ever.  No  matter.  Italians  continue  to 
buy  fast  cars,  elegant  clothes  and 
cellular  phones.  The  sumptuous  res- 
taurants are  packed.  And  the  dour 
entrepreneurs  in  Belluno,  Brescia  and 
Lumezzane  continue  to  w  ork  in  their 
garages,  rolling  out  snazzy  products 
and  expanding  their  exports  to  the 
world.  ■§ 


Want  to  invest  in  Italy: 
A  lagging  The  Milan  stock  exchani 

Stock  market    lists  onl>'  205  compa- 
nies, mostly  large  enter- 
prises like  Pirelli,  Mon- 
tedison and  Benetton. 
The  list  is  being  expand- 
ed as  the  government 
steadily  privatizes  big 
conglomerates  like  ENI 
(petrochemicals),  Stet 
(telecommunications ) 
and  Enel  (electricity). 

All  the  conditions  are 
here  for  a  stock  market 


boom:  depressed  prices, 
high  interest  rates  that  are 
expected  to  come  down 
soon,  a  dynamic  industrial 
sector  w  ith  low  labor 
costs,  and  a  huge  pool  of 
savings. 

The  missing  catalyst  is 
confidence.  As  the  world 
comes  to  realize  that  even 
the  severest  Italian  crises, 
though  unsettling,  aren't 
serious,  confidence  should 
gradually  creep  back 
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Money. 


Power. 


Influence. 


Forbes  is  now  on  CompuServe 


Now  you  can  tap  into  an  enhanced,  cybersavvy  version  of  the  Capitalist  Tool  every  day.  Use 
Dur  famous  lists  to  greater  advantage  with  online  versions  that  let  you  to  search,  sort  and 
rank  by  your  own  criteria.  Discuss  a  wide  range  of  business  issues  in  the  Forbes  Forum  and 
gain  quick  access  to  current  and  back  issues  through  Forbes  Forum  library.  Plus  rely  on  many 
other  services  that  make  CompuServe  the  premier  online  provider  for  business  types  —  at  AN  H&R  block  company 
work  and  play.  From  stock  quotes,  and  youi  own  personal  news  clips  file  to  golf,  food  and  1-800"941"G4S4 
wine,  CompuServe  offers  more  in-depth  information  on  the  subjects  that  interest  you  than 

any  other  online  service.  All  for  just  $9.95  a  month.  So  if  you're  after  money,  power  and  FREE  SOFTWARE 

influence,  go  after  CompuServe  today.  For  free  software  and  10  free  hours,  call  1-800-941-0454.       AND  10  FREE  HOURS 


CompuServe 


©1996  CompuServe  Incorporated.  New  members  only,  please.  One  membership  per  household.  If  you're  connected  to  the  Internet,  visit  us  at 
www.  Compuserve  .com 
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Show  time! 

Philip  Quartararo  isn't 
famous,  but  the  acts  he 
signs  up  sure  are.  Head  of 
Los  Angeles-based  Virgin 
Records  America  since 
1992,  he's  added  the 
Rolling  Stones,  Janet 
Jackson  and  Smashing 
Pumpkins  to  the  label. 

The  recently  announced 
spinoff  of  London -based 
parent  company  EMI  from 
Thorn  is  the  first  step 
toward  emi's  possible  sale. 
Quartararo's  star-filled 
stable  would  be  a  big 
draw  for  potential  buyers. 

Quartararo,  40,  learned 
about  music  from  his  den- 
tist father,  a  fan  of 
Dixieland  jazz.  "My  pas- 
sion was  the 


■ 


"Out  of  the  closet" 

Michael  Lorelli  wanted 
a  new  marketing  chal- 
lenge, and  he  got  it  join- 
ing Tambrands  two  years 
ago  as  head  of  the  $474 
million  (sales)  Anericas 
unit.  Sixty-year-old 
Tampax  had  an  impressive 
(54%)  but  languishing 
share  of  the  mature  U.S. 
tampon  market.  "All  the 
ingredients  were  there," 
says  Lorelli,  "but  it  wasn't 
making  the  music  it 
should've  been.  It  wasn't 
behaving  like  a  leader." 

Lorelli,  45,  is  already  a 
2  3 -year  veteran  of  the 
consumer  goods  trade. 
He  spent  9  years  moving 
up  ClairoPs  marketing 
ranks,  over  3  years  at 
Playtex  and  8V2  years  at 


result  of  my  dad's  pas- 
sion," he  says.  • 

After  getting  out  of 
Syracuse  University  in 
1978,  he  worked  in  pro- 
motion at  a&m,  rca  and 
Island  Records  before 
landing  a  job  at  Virgin 
in  1986. 

When  Quartararo  took 
over  as  president,  Virgin 
America  was  losing  around 
$15  million  on  $60  mil- 
lion in  revenues.  Out  went 
a  quarter  of  the  staff  and 
half  the  talent  roster.  In 
came  computer  budgeting 
and  accounting  systems. 

Result?  Last  year  Virgin 
America  earned  $5  million 
on  $130  million  in  sales. 
That's  music  to 
Quartararo's  ears. 


THE  ROLLING  STONES 


PepsiCo,  where  he  helped 
Pizza  Hut  expand  interna- 
tionally. He  picked  up  a 
key  lesson  about  pumping 
life  into  stale  products 
from  PepsiCo's  recently 
named  chief  executive, 
Roger  Enrico:  "There's 
no  reason  a  category  has 
to  grow  only  through 
population  increases,"  says 
Lorelli. 

So  far,  Lorelli  has 
spiffed  up  the  packaging, 
using  brighter  colors  and 
a  more  contemporary 
typeface — the  first  total 
redesign  in  Tampax's  his- 
tory. He's  doing  brand 
tie-ins,  which  package 
Tampax  with  Colgate's 
Lady  Speed  Stick  deodor- 
ant. Of  course,  there  are 
line  extensions — a  new  all- 
cotton  tampon.  And 


Philip  Quartararo,  head  of  music 
company  Virgin  America 
"We  had  to  redo  the 
company  from  top  to 
bottom.  We  went  from 
sluggish  whale  to  asking 
it  to  run  a  marathon." 


Lorelli  has  Tampax  signed 
up  as  the  sponsor  of  the 
women's  Olympic  basket- 
ball team.  Says  Lorelli: 
"We're  taking  this  catego- 
ry out  of  the  closet."  ■■ 


Tambrands  Americas 
President  Michael  Lorelli 
Will  new  marketing  breathe 
new  life  into  Tampax? 
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OUR  NEXT  STEP  UP 
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Chances  are,  your  next  business  jet  will  fly  more  often,  fly  farther,  and 
perform  a  wider  variety  of  missions. 

In  other  words — your  next  business  jet  must  do  everything  well. 

The  new  Falcon  50EX  sets  the  standard  for  versatility.  Depart  fully 
loaded  out  of  short  airstrips.  Make  multiple  stops — without  refueling. 

Because  it  has  three  engines,  the  50EX  can  cross  oceans  without 
deviating  for  ETOPs  (restrictions  that  limit  twin-engine  planes  on 
commercial  overwater  routes). 

Climb  to  an  initial  cruise  altitude  of  41,000  feet  in  just  23  minutes 
(maximum  takeoff  weight).  Then  stretch  your  legs — at  .80  Mach 
you'll  fly  400  nm  farther  than  the  original  Falcon  50. 

In  the  cockpit,  the  new  Collins  Pro  Line  4  large-tube  avionics  reflect 
a  capable  and  pilot-friendly  command  center. 

Take  the  next  step.  Call  John  Rosanvallon  in  the  U.S.  at 
(201)  967-2746  or  Jean-Claude  Bouxin  in  Paris  at  (331)  40-83-93-08. 

THE  FALCON  50EX 


If  your  company  is  p] 
in  the  future,  we'd  be  ha 

Marvin  Butler  leaned  back  in  his  chair  and  took  a  deep  breath.  He'd  just  added  it  all 


15,000  new  telephone  lines,  105  new  wireless  microcells,  2,400  new  audio  circuits,  no 
mention  600  digital  video  circuits.  And  that  was  just  the  beginning. 

It  was  staggering,  even  for  a  BellSouth  engineer  like  Marvin,  to  see  just  what  goes  int 


Atlantal9%  event  as  colossal  as  the  1996  Atlanta  Olympic  Games.  An  occasion  that  includes  one  of 
A^maoi^'Games  most  advanced  local  telecommunications  networks  on  the  planet.  A  system  so  vast,  th 
could  be  called  the  first  Olympic  Games  of  the  Information  Age.  Services  include  an  enhanced  network 


I  199 


tiing  an  event  like  this 
Y  to  give  you  an  estimate 

m  voice,  paging,  messaging,  data  transfer  and  one  of  the  largest  broadcasting  centers  ever  conceived, 
vireline  service  for  voice,  data  and  video.  All  helping  to  provide  the  communications  backbone  not  only 
%y  two  million  visitors  to  the  Olympic  Games,  but  also  for  an  additional  25,000  roaming  cellular 
mers.  Plus  16  million  businesses  and  families  BellSouth  already  serves  over  a  rune  state  region, 
'eople  like  Marvin  Butler  and  countless  others  here  at  BellSouth  can  provide  these  services  and 
ologies,  no  matter  what  size  project  you  have  in  mind.  Even  after  creating  such  an  advanced  local 
mmumcations  network,  we  won't  expect  applause.  Bui  how  about  an  encore? 

BELLSOUTH' 

Keeping  You  Ahead  Of  The  Game.'" 
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EDITED  &Y  JOSHUA  LEVINE 


Having  conquered  the  retail  market 
for  schedule  planners  among  adults, 
Day  Runner  is  thinking  young. 

Note  to  myself: 
cooldes  and  milk 
at  3  p.m. 


By  Maria  Matzer 

YOU'VE  GOT  A  MUSIC  LESSON,  a  fitness 

class  and  two  parties  this  week — on 
top  of  your  usual  hectic  schedule. 
I  low  can  you  possibly  keep  track  of  so 
many  commitments? 

You're  only  10  wars  old. 

Day  Runner  will  soon  have  a  product 
for  you.  The  Irvine,  Calif.-based  outfit 
is  the  retail  leader  in  the  personal  orga- 
nizer field,  with  1995  revenues  of  $122 
million.  Day  Runner's  new  est  line,  due 
in  stores  this  June,  is  aimed  at  6-  to  12- 
year-olds.  The  new  organizers  feature 
Disney  cartoon  characters  <  >n  calendars, 
diaries  and  assignment  hooks.  They'll 
cost  from  $8  to  $16,  but,  hey!,  noth- 
ing's too  good  for  your  kid,  is  it? 

"When  I  brought  in  several  of  these 
products,  everyone — parents  or  not — 
asked  where  thev  could  get  them,"  says 
Charles  McDonald,  an  office  products 
analyst  who  follows  Day  Runner  for 
(  hicago-based  William  Blair  &  Co. 

Day  Runner's  early  research  sug- 
gests that  kids  love  them — for  the 


cartoon  stickers  included  with  each 
organizer,  hocus  groups  have  con- 
firmed that.  Day  Runner  product  de- 
velopment head  Ronald  Bianco  plays 
a  videotape  of  a  woman  show  ing  ten 
first-  to  third-grade  Orange  County 
girls  several  organizer  designs.  They 
respond  with  mild  interest.  Then  she 
announces  a  different  product:  a  diarj 
with  stickers.  "Ohhhhhhh,"  the  girls 
all  sigh  at  once,  leaning,  w  ide-eyed, 
toward  the  merchandise.  "That's 
when  we  knew  we  had  a  winner," 
smiles  Bianco. 

Featuring  Mickey,  Minnie,  Goofy 
and  Pluto,  the  stickers  are  supposed  to 
mark  special  events  such  as  birthdays 
and  to  keep  track  of  ideas  and  assign- 
ments. The  calendar  pages  are  undat- 
ed, allowing  the  young  users  to  start 


at  any  time  by  writing  in  the  dates. 
"Kids  are  busier  than  ever,  and  so  are 
their  parents.  Some  schools  are  start 
ing  to  require  that  students  have  some 
sort  of  organizer  to  keep  track  of 
assignments,"  says  Bianco. 

Day  Runnei  hopes  the  new  orga 
nizers  will  help  smooth  out  the  sea- 
sonal nature  of  its  business.  "With  the 
adult  products,  our  biggest  season  by 
far  had  always  been  around  the  first  of 
the  year,"  says  President  James  Free- 
man. "  The  student  market  operates 
on  a  different  calendar." 

Day  Runner,  founded  in  1980, 
took  the  lead  in  retail  sales  of  moder- 
ately priced  organizer  systems  by  the 
late  1980s.  It  has  two  chief  competi- 
tors: privately  held  Allentown,  Pa. 
based  Day-Timer,  Inc.,  a  mail-order 
specialist  that  focuses  on  business  ex- 
ecutives and  professionals,  and  Salt 
Lake  City's  Franklin  Quest,  which 
sells  its  organizers  through  catalogs 
and  at  80  company-owned  stores. 
Neither  outfit  has  tapped  the  kiddie 
market — so  far. 

Day  Runner  may  be  on  to  some- 
thing here.  Two  years  ago  it  intro- 
duced a  line  of  organizers  for  teens — 
including  canvas-wrapped  versions 
that  match  their  backpacks.  That  line 
now  sells  $6.5  million  a  year. 

What's  next?  Freeman  worries  that 
girls  buy  more  of  his  gimmicks  than 
boys  do.  "Our  student  customers  are 
over  60%  female,"  he  says.  "Girls  just 
tend  to  be  more  organized  and  ma- 
ture." He  and  his  team  are  busy  figur- 
ing out  how  to  persuade  parents  that 
their  boys  won't  grow  up  to  be  sue 
cessful  unless  thev  have  his  firm's 
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Why  some  of  the  biggest 
manufacturers  refuse  to  make 
shirts  for  us. 


Sure,  they  want  the  business 
But  not  when  they  hear 
how  finicky  we  are  about 
everything  that  goes  into  a 
Lands'  End  Buttondown. 

From  the  fit  and  the  fabric,  to 
the  stitching  of  the  buttonholes. 

Before  you  buy  anybody's 
buttondown,  just  consider  what 
goes  into  ours: 

A  classic  fit.  Some  compa- 
nies go  overboard;  they  cut  off- 
the-shoulder,  with  big,  blousey 
armholes.  When  you  put  a  jack- 
et on,  the  fabric  bunches  up. 

Our  shoulders  are  a  little 
more  relaxed  than  years  gone  by. 
But  the  cut  is  still  traditional. 

So  there's  no  bunching  up  -  and 
you  look  better. 

A  longer  sleeve  placket.  Tip  to 

cuff,  ours  is  6  an  inch  (or 
more)  longer  than  others.  This 

makes  it  easier 
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to  lay  out  the  sleeve  for  ironing, 
adds  to  your  comfort.  Note  the 
extra  button:  an  Old  World  touch. 

Longer  shirttails,  which  stay 
tucked  in.  Some  shirtmakers 
abbreviate  their  tails  to  save  on 
fabric.  Ours  are  longer 
by  1"  or  more.  , 

A  deep  chest  pocket.  \ 

Holds  eyeglasses  or 
pens  securely,  so  they 
won't  fall  out. 


A  supple,  natural  roll  collar. 

Some  shirtmakers  line  collars  with 
a  cheap  polyester.  In  washing, 
it  reacts  differently  than  cotton, 
producing  crinkles. 

Our  collars  have  a  natural  lining 
we  discovered.  It  shrinks  just 
like  cotton:  your  collar  stays  , 
neater. 


Buttons  that  defy  even 
a  commercial  laundry. 

Our  new  buttons  are  made 
of  the  same  tough  resin  used 
in  bowling  balls  and  boat  hulls. 

Grommets  behind  collar 
buttons.  Soft  pads  inside  the  shirt 
to  keep  the  buttons  from  ripping 
through.  Most  manufacturers  omit 
grommets  -  buttons  must  fend  for 
themselves. 

Each  buttonhole  has 
120  lock  stitches.  Most 
shirtmakers  use  fewer 
stitches  -  90  to  100  stitches 
per  buttonhole.  Ours  hold 
up  better:  you  have  to 
work  to  fray  one. 


Strong,  single -needle 
stitching  on  shoulder  and 
armhole  seams.  The  seams 
lie  flat,  feel  smooth.  m^m 
(Many  manufacturers  WmM 
can't  do  single-needle 
work.) 

Know  what?  We've 
run  out  of  space,  and 
still  haven't  covered 
everything. 

We've  only  found 
two  manufacturers 
who  can  build  shirts 
our  way.  But  when 
you  put  on  our 
Buttondown  -  and  see 
how  you  look  -  you'll  agree  that 
being  picky-picky  has  paid  off. 

Fact  is,  you  can  pay  two  or  three 
times  as  much,  and  still  not  get  all 
our  features. 
Why  not  call  for  our  catalog? 
Where  we  can  really  tell  you 
about  our  shirts.... 


r 


For  our  free  catalog,  call  anytime, 
24  hours  a  day 

1-800-356-4444 


Please  mention  ad  DM 


Name . 


Address . 


Apt. 


Citv- 


State 


Zip  ■ 


Phone  1  larch  „nc> 

Mail  to:  1  Lands'  End  Lane,  Dodgeville,  WI  53595 
E-Mail:  catalogs-dm@landsend.com 
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William  Stratigos  got  bored  fixing  teeth. 
We  have  that  to  thank  for  a  hot  item 
in  office  automation:  workflow  software. 

The  digitizing 
dentist 


By  Robert  La  Franco 

William  Stratigos,  50,  is  a  vice  pres- 
ident at  Wang  Software  in  New  York. 
It  wasn't  so  long  ago  that  Stratigos 
was  specializing  in  reconstructive 
dentistry.  Why  the  switch?  "In  den- 
tistry  there  is  a  landmark  technologi- 
cal change  about  once  every  25 
years,"  he  says,  over  the  commotion 
outside  his  office  in  midtown  Man- 
hattan. "In  computers  that  happens 
once  every  quarter." 

Stratigos  worked  in  a  prosperous 
12 -dentist  office  that  was  gagging  on 
paper — billing  statements,  appoint- 
ment cards  and  insurance  forms.  May- 
be a  computer  could  solve  the 
problem. 

This  was  1980,  when  Apple  Com- 
puter was  an  upstart  and  Microsoft 
was  an  unknown.  Stratigos  huddled 
over  an  Apple  II  computer  on  week- 
ends and  evenings  for  a  year.  When  he 
finished  he  had  created,  in  the  Apple- 
Basic  language,  a  processing  svstcm 
that  helped  keep  track  of  the  dental 
offi  c  e  p  a  p  e  rwork . 

Programming  demands 
a  certain  personality  trait: 
compulsive  attention  to  de- 
tail. You  can  w  reck  a  piece 
of  software  by  leaving  out  a 
comma.  Likewise,  close  is 
not  enough  in  dentistry. 
Some  people  cannot  en- 
dure such  exacting  work 
environments.  Some  peo- 
ple thrive  in  them.  Stratigos 
is  one  of  those  people. 

It  also  probably  helped 
that  Stratigos  is  scientifical- 
ly minded.  He  built  a  stereo 
as  a  boy,  and  while  in  high 
school  built  two  color  teie 
isions  and  a  laser. 


"In  the  early  1980s  a  lot  of  people 
were  self-taught  programmers," 
Stratigos  recalls.  "It  was  kind  of  like 
the  Wild  West — w  e  didn't  have  Egg- 
head to  shop  at  and  a  custom  pro- 
gram for  the  office  would  have  cost 
between  $500,000  and  SI  million. 
It  was  when  I  had  to  write  my  own 
that  I  realized  the  machine  was  more 
than  a  toy." 

One  of  the  patients  who  sat  in 
Stratigos1  chair  was  Edward  Werner, 
then  the  chief  executive  of  New 
York's  Empire  Blue  Cross  &  Blue 
Shield.  Werner  and  Stratigos  got  to 
talking.  Whatever  paperwork  prob- 
lems dentists  have,  insurance  compa- 
nies have  in  spades — millions  of  claim 
forms  shuffled  from  desk  to  desk. 
Thinking  he  could  save  money  by 
having  claims  sent  to  Blue  Cross  in 
electronic  form,  Werner  had  a  consul- 
tant check  out  the  Stratigos  program. 

Stratigos'  program  could  indeed 
be  combined  with  a  system  to  re- 
place medical  office  paperwork  with 


Players  in  workflow 


Company 

Revenues 

Recent 

 Per  share  

($mil) 

price 

net 

revenues 

income 

Wang  Laboratories 

$946 

23% 

$-2.02 

$27.80 

FileNet 

215 

57% 

1.43* 

15.50 

Cornerstone  Imaging 

91 

9% 

0.82 

12.49 

Network  Imaging 

60 

4V8 

-2.32 

4.61 

Computron  Software 

35t 

6 

1.72t 

JetForm  Corp 

19 

17V2 

0.17 

1.62 

'After  nonrecurring  acquisition  costs  of  $2.4  million.   tFigures  for  1994. 

The  concept  is  hot,  maybe  a  little 
too  hot,  on  Wall  Street. 


electronic  forms.  But  it  would  be 
hard  to  wean  doctors  and  dentists 
from  their  paper. 

The  consultant,  Mordechai  Beizer, 
and  Stratigos  came  up  with  a  better 
idea.  They  would  let  doctors  keep 
their  paper,  but  eliminate  the  paper 
once  it  arrived  at  the  insurance  com 
pany.  Once  inside  the  mailroom,  a 
paper  document  would  be  scanned, 
turning  it  into  a  digital  image  that 
could  be  passed  around  by  computer. 
Stratigos  and  Beizer  created  Sigma 
Imaging  Systems  and  in  1987  began 
working  on  the  software  in  the  back  of 
Stratigos'  dental  office. 

A  great  innovation,  but  how  to 
fund  itr  Stratigos  and  Beizer  did  not 
sell  out  to  venture  capitalists.  Instead 
they  went  to  Blue  Cross.  Although 
Werner  had  retired,  Sigma  set  up  a 
cozy  relationship  w  ith  the  insurer.  At 
the  outset,  Blue  Cross  provided  most 
of  the  costs  of  developing  the  software 
and  gave  the  venture  some  free  office 
space.  For  an  outlay  of  about  S20 
million,  the  insurer  acquired  only  a 
royalty  interest  in  the  software  plus  a 
5%  stake  (later  bought  out  by  Beizer 
and  Stratigos )  in  Sigma. 

The  software  worked,  and  the  cozv 
contract  with  Blue  Cross  survived  the 
hostile  scrutiny  of  insurance  regula- 
tors. Unisys  also  jumped  in  to  fund  the 
software's  development  and  Sigma 
started  selling  the  program  to  other 
users  like  Travelers,  Chase  Manhattan 
Bank  and  Consolidated  Edison.  Strati- 
gos says  today  Blue  Cross  can,  with 
Sigma  software,  process  insurance 
forms  three  times  faster.  Retrieving  a 
claim  from  storage  is  down  from  a 
seven-day  lag  to  one  minute.  Blue- 
Cross  estimates  it  saves  S20 
million  a  year  using  the  Sig- 
ma software. 

Last  year  the  two  part- 
ners sold  Sigma  to  Wang 
Laboratories,  a  former 
word  processor  maker  now 
heavily  into  imaging  and 
workflow  software.  In  the 
deal  Stratigos  and  Beizer 
each  pocketed  $8  million  in 
cash  and  $2.5  million  in 
Wang  stock. 

Wang  and  about  70  oth- 
er companies  arc  now  vying 
for  pieces  of  the  estimated 
S3  billion  market  for  w  ork- 
flow and  imaging  software. 
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turned- 
programmer 
William  Stratigos 
and  computer  whiz 
Mordechai  Beizer 
"We're  planning 
major  societal 
changes.  It 
beats  pulling 
teeth." 


Workflow,  in  its  broadest  sense,  is 
software  designed  to  eliminate  paper 
shuffling.  With  the  technology,  sales- 
men can  log  and  track  orders  from  the 
field  and  give  immediate  updates  to 
their  clients.  Office  workers  can  order 
supplies  directly  from  their  comput- 
ers. Pharmaceutical  companies  can 
keep  everything  from  regulatory  ap- 
plications to  lab  notes  in  one  up-to- 
date  product  file. 

In  January  Microsoft  made  docu- 
ment imaging  software  available  for 
its  Windows  NT  and  Windows  95 
operating  systems,  a  first  for  the  in- 
dustry. That  software  is  from  Wang 
and  its  Sigma  subsidiary.  IBM's  pur- 
chase last  year  of  Lotus  Development 
was  primarily  aimed  at  getting  Notes,  a 
document-sharing  program.  Newell 
Corp.  is  beginning  to  incorporate 
document-handling  software  from  Fi- 
leNet  Corp.  (  Forbes,  June  6,  1994)  in 
its  network  operating  systems. 

Computers  have  always  been  adept 
at  tracking  data  that  is  already  digital— 
say,  for  example,  the  digits  in  your 
bank  account  balance.  The  trick  is  in 
getting  them  to  handle  documents 
that  start  out  on  paper — say,  your 


bank  signature  card.  These  docu- 
ments must  be  scanned  in  and  stored 
as  image  files  that  can  be  quite  volu- 
minous. Even  with  clever  compres- 
sion algorithms,  a  sheaf  of  5,000 
invoices,  stored  as  digital  images, 
might  consume  250  megabytes  of 
space  on  a  typical  hard  disk  drive. 

But  the  digital  solution  gets  cheap- 
er every  day.  A  1 -gigabyte  (or  1,000- 
megabvte )  hard  disk  drive  costs  $250, 
dow  n  from  $1,500  in  1990.  Work- 
flow and  imaging  software  runs  be- 
tween $2,000  and  $5,000  per  desk- 
top, down  from  $20,000  in  1990. 

"Everyone  and  anyone  is  jumping 
into  this,"  says  Thomas  Koulopoulos, 
an  analyst  with  Delphi  Consulting 
Group.  Especially  on  Wall  Street  (see 
table).  Last  November,  despite  four 
years  of  losses,  $34  million  (sales) 
Computron  Software,  which  sells  cus- 
tom data  management  software,  w  ent 
public  at  a  valuation  of  $356  million. 
The  stock  has  since  fallen  65%,  but 
that  probably  won't  stop  a  public 
offering  expected  later  this  year  from 
ViewStar  Corp.  and,  some  think,  Key- 
File  and  IA  Corp.  sometime  next  year. 
These  firms,  with  sales  falling  be- 


tween $  1 0  million  and  $30  million,  all 
sell  software  that  soups  up  electronic 
mail  into  a  workflow  system  that  can, 
for  example,  route  a  salesman's  order 
to  the  shipping  department  and  then 
alert  the  salesman  if  the  order  doesn't 
go  out  on  time. 

"The  market  is  going  to  explode," 
says  Connie  Moore,  an  analyst  with 
Giga  Information  Group  in  Cam- 
bridge, Mass.  "'Right  now  it's  just 
knowledge  workers,  but  the  average 
Joe  sitting  at  his  desk  trying  to  handle 
everyday  work  can  really  use  this. 
Everyone  wants  to  buy  solutions  to 
paper  problems." 

Stratigos  doesn't  appear  to  be  slow- 
ing down.  This  year  Wang  Laborato- 
ries tried  out  remote  w  orkstations  at 
its  workflow  clients.  The  new  soft- 
ware enables  data  processors  to  re- 
trieve and  work  on  documents  from 
home.  Stratigos  may  yet  change  the 
lives  of  the  nation's  4  million  workers 
who  do  some  form  of  high-volume 
data  processing. 

"We're  planning  major  societal 
changes  for  these  organizations,"  says 
Stratigos.    "It    sure    beats  pulling 
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olors,  yet  it  goes  with  everything 


Introducing  the  network  compatible, 
Color  Laser  Beam  Printer  360PS. 

You  want  a  color  laser  printer  that  stands  out.  But  it's  got  to 
go  with  your  network,  right?  Then  the  new  Color  Laser  Beam 
Printer  360PS  from  Canon  is  the  perfect  match  foryour  business. 

The  Canon  C  LBP  360PS  puts  all  16.7  million  colors  of  the 
rainbow  within  your  reach.  It's  plug  'n'  play,  and  connects  easily 
with  Macintosh?  Windows™  and  UNIX  operating  systems,  plus 
Ethertalk,  TCP/IP,  and  Novell®  IPX  networking  environments. 
Innovative  Fiery  XJ  Downloaded"  and  Spooler™  soft- 
ware  give  you  unmatched  flexibility  when  download-  Adobe  PostScript 
ing  PostScript™  files  and  managing  network  printing.  Which  means 
while  you  print,  your  computer  is  free  to  go  on  to  the  next  job. 

And  because  Canon's  the  leaderin  laser  technology,  you'll  see 
vivid,  continuous  tone  colorat  blinding  speeds.  With  the  built-in 
Fiery™  XJE™  controller,  the  C  LBP  360PS  prints  out  3  full-color 

£JW  pages  per  minute,  with  a  resolution  of  600  dpi.  Plus,  it 
driven**  feeds  letter-or  legal-size  paper  with  a  capacity  of  up  to 
600  sheets.  In  fact,  the  C  LBP  360PS  makes  color  printing  so 
efficient,  it  can't  help  but  make  you  look  good. 

So  if  you're  looking  for  a  high-quality,  color  laser  printer 
to  go  with  your  network,  we  have  the  system  that  is  the 
solution.  The  C  LBP  360PS  from  Canon.  For  more  information, 
just  call  1-800-OK-CANON.  Or  visit  us  on  the  Web  at 
http://www.usa.canon.com 


Canon 


ADVERTISEMENT 


THE  FUTURIZE  300 

OVER  $10,000,000,000 


The  Futurize  300  recognizes  those  CEOs  of 
Global  2000  companies  whose  vision  of  the 
future  has  significantly  changed  the  way 
business  is  done  by  futurizing  with  innovative 
applications  of  Electronic  Commerce.  Prior 
Futurize  300  winners  have  not  only  significant- 
ly increased  profit  levels,  but  have  successfully 
changed  the  rules  of  competition  and  created  a 
sustainable  competitive  advantage. 


KEVIN  W.  ALLEN 

CEO.  WorldZip  Propulsion  Corp.  Originally 
electromagnetic  engineer.  48.  Married,  eight 
children  Company  invented  next-generation 
Zip  engine  technology,  enabling  virtually 
instantaneous  interplanetary  transportation. 
"Futurizing  with  AT&T  Solutions  changed 
the  way  we  operated.  Aligning  our  company 
through  innovative  Electronic  Commerce  appli- 
cations with  our  supplier-partners  and  our 
customers  gave  us  a  competitive  advantage 
most  CEOs  only  dream  about."  Company 
reached  $10  billion  mark  in  May  2018.  Multi- 
billionaire  by  age  30.  Coined  phrase  "Futurize 
and  realize  a  new  enterprise."  Owns  ranch  in 
Wyoming,  castle  in  Scotland,  10  acres  on  Mars. 
Twice  named  Worldwide  CEO  of  the  Year. 


SADIE  WHITE 


CEO.  $  Inc.,  the  world's  leading  financial 
conglomerate.  Originally  a  stockbroker.  Masters 
in  Finance.  59.  Married.  Two  children.  One  of  the 
first  to  Futurize  with  AT&T  Solutions. 
Responsible  for  spawning  new  businesses 
through  Electronic  Commerce  by  creating  first 
monetary  system  that  combines  banking, 
money-managing,  tax  accounting,  insurance, 
and  bill-paying  without  paper  or  conventional 
accounts.  Credited  for  uniting  28  financial  instit- 

(continued  in  the  future) 


WHY  NOT  SEND  A  CHILD 
TO  CYBER  CAMP? 

We  need  sponsors  wlui  can  help  less-fortunate  children  learn  the  way  other  children  do  Please  help 

THE  AMERICAN  CYBER  CAMP  COUNCIL 
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23  years  later,  our  mission 
is  the  same  as  it  was 
back  in  1996.  Futurize. 


For  over  20  years,  AT&T  Solutions  has 
helped  Global  2000  companies  Futurize 
through  Electronic  Commerce.  By  anticipat- 
ing future  trends,  AT&T  Solutions  helps  them 
manage  the  present  from  the  future,  change 
the  rules  of  competition  and  create  amazing 
new  ways  of  doing  business.  With  innova- 
tions from  AT&T  Labs,  AT&T  Solutions 
continues  to  design,  build  and  operate  the 
most  advanced  solutions  to  help  our  clients 
Futurize.  We've  improved  their  profitability. 
We've  put  them  light-years  ahead  of  the 
competition.  And  we  can  do  it  for  you 


FUTURIZE. 


AT&TSolutions 


©1996  AT&T  Solutions 


COMPUTERS/COMMUNICATIONS 


Chipmakers  are  too  busy  to  trifle  with  details 
like  customizing  their  products.  That  presents  an 
opportunity  for  distributors  like  Wyle  Electronics. 

Insourcing 


By  Nikhil  Hutheesing 

Outsourcing  is  quire  the  fad  these 
days.  A  big  corporation  might  dump 
its  computer  mainframe  operations, 
complete  with  employees,  on  a  data 
processor  like  EDS.  A  computer  sys- 
tems manufacturer  can  transfer  some 
or  all  of  its  chip  designing 
work,  along  with  the  design 
engineers,  to  Cadence  De- 
sign Systems.  Chip  manu- 
facturers, too,  are  unloading 
their  customization  work — 
the  business  of  fine-tuning  a 
mass-produced  chip  to 
meet  a  particular  customer's 
needs. 

One  company's  out- 
sourcing is  another  compa- 
ny's insourcing,  and  the 
new  trend  in  chip  customi- 
zation plays  into  the  hands 
of  Wyle  Electronics.  In 
1993  Irvine,  Calif-based 
Wyle  was  a  regional  distrib- 
utor wholesaling  $390  mil- 
lion a  year  of  chips.  By  last 
year  custom-finished  chips 
accounted  for  a  third  of  rev- 
enues. Wyle  netted  $36  mil- 
lion on  sales  of  $1.1  billion. 

"We  outgrew  the  semi- 
conductor distribution 
market,"  declares  Ralph 
Ozorkiewicz,  Wyle's  chief  executive. 

The  customization  we're  talking 
about  is  software  embedded  on  a 
chip,  or  a  set  of  chips,  in  read-only 
memory.  This  software  defines  how 
the  chip  behaves — one  way  if  it's  used 
in  a  car  engine  to  adjust  the  air  intake, 
another  way  if  it  controls  the  speed 
dialing  in  a  cordless  phone.  Often 
such  chip  producers  as  Intel  or  Altera 
would  churn  out  programmable  chips 
and  encode  them  with  a  customer's 
software — the  customer  here  being 
the  car  or  appliance  manufacturer. 

But  nowadays  the  chip  producers 
are  often  too  busy  just  cranking  out 


the  next  generation  of  chips  to  cus- 
tomize their  product  line  for  every 
end  user.  No  surprise,  with  demand 
coming  from  the  most  unlikely  quar- 
ters. Mavtag  uses  microprocessors  to 
churn  out  dishwashers  with  more 


Ralph  Ozorkiewicz,  Wyle's  chief  executive 
Don't  just  sell  smart  chips,  sell  chip  smarts. 


functions  than  you  can  name;  Reebok 
is  considering  using  them  in  its  tennis 
shoes.  Half  of  today's  electronic  com- 
ponents were  introduced  less  than 
two  years  ago,  says  McDonald  &  Co. 
Securities  in  Cleveland. 

Since  the  distributors  were  closer  to 
the  customers  and  knew  their  needs, 
the  chipmakers  are  turning  customiz- 
ing over  to  the  distributors.  "We 
needed  technical  support  out  there, 
and  Wyle  had  it,"  says  Peter  Smyth, 
vice  president  of  sales  at  Altera. 
"Sometimes  the  distributors  have 
more  expertise  than  we  do." 

Take  Vtel,  the  Austin,  Tex.  manu- 


facturer of  videoconferencing  equip- 
ment. It  wants  to  break  into  a  market 
dominated  by  larger  companies,  such 
as  Picturetel.  When  Intel  comes  out 
with  a  new  chip,  Vtel  must  have  it 
quickly  and  at  a  good  price.  "If  we 
hadn't  had  Wyle  on  our  side,  we 
wouldn't  have  been  able  to  secure 
enough  chips  to  compete,"  savs  Bob 
R.  Swem,  Vtel's  vice  president  of 
manufacturing.  Wyle  doesn't  just  de- 
liver the  chips;  it  assembles  them  on 
circuit  boards.  That  keeps  down 
Vtel's  overhead  costs  in  the  manufac- 
turing department. 

Ascend  Communications,  the  hot 
network  equipment  supplier  in  Ala- 
meda, Calif,  also  depends  heavily  on 
Wyle  for  fast  delivery  and 
for  customization.  Last 
month  Ascend  ditched 
most  of  its  other  distribu- 
tors, and  Wyle  handles  al- 
most all  of  Ascend's  pur- 
chases of  electronic  parts. 
Not  only  does  Wyle  handle 
encoding  software  on 
chips,  but  it  also  puts  the 
chips,  connectors  and  other 
electronic  gear  into  kits,  for 
faster  assembly. 

Ozorkiew  icz  works  hard 
to  hook  a  customer  into  a 
long-term  relationship.  He 
promotes  not  just  one  chip 
for  one  product  but  a  family 
of  chips  around  which  fu- 
ture products  might  be  de- 
signed. At  Vtel,  Wyle  en- 
coded software  onto  some 
of  the  programmable  chips 
Vtel  used  for  an  old  DOS- 
based  videoconferencing 
system.  Now  Wyle  is  pro- 
gramming chips  to  help 
Vtel  upgrade  to  Windows  95. 

Wyle  isn't  the  only  distributor 
that's  playing  this  new  role.  Its  two 
larger  competitors,  Arrow  Electronics 
and  Avnet,  offer  similar  services.  But 
w  hereas  those  giants  grew  largely  by 
acquiring  smaller  distributors,  Wyle 
has  grown  more  by  expanding  its 
middleman  role. 

Wyle  is  still  a  plain  old  w  holesaler, 
too:  It  stocks  45,000  items,  from  a 
transistor  a  fourth  of  an  inch  long  to  a 
group  of  disk  drives  4  feet  bv  6  feet. 
But  it  wouldn't  be  enjoying  that  3.4% 
net  profit  margin  if  wholesaling  w  ere 
all  it  could  do.  ■■ 
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ood  news  is. 


you're  always 
connected 

to  the  office. 


The  bad  news  is. 

> 

you're  always 
connected 

to  the  office. 
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INTRODUCING  THE  DIGITAL  Hi  NOTE  VP, 
QUITE  POSSIBLY,  THE  ULTIMATE  IN  CONNECTIVITY. 


ieing  out  of  the  office  no 
onger  means  being  out  of 
;ouch.  Not  if  you  arm  your 
warriors  with  the  Digital 
IfNote™  VP  notebook. 
Connectivity  has  never  been 
easier.  Easier  because  the 
Digital  HiNote™  VP  is  net- 
work-ready with  DMI 
support — it  comes  preloaded 
with  ClientWORKS™ 
that  lets  you  keep  a  watch- 
ful eye  on  things,  and  it  has 
an  optional  port  replicator 
with  a  built-in  ethernet  card 
that  instantly  connects  to 
your  network  and  other 
desktop  peripherals.  And  all 
this  road  weaponry  (take  a 
gander  at  the  spec  box,  too) 
comes  at  "motel"  prices.  Just 
think,  your 
people  will 
Pentium      finally  be  able 


to  stay  connected  around  the 
clock.  They'll  just  love  that, 
won't  they? 

Call  1-800-DIGITAL  for 
your  nearest  reseller,  or  visit  our 
Web  site  at  www.pc.digital.com. 


PENTIUM  PROCESSOR: 

LOO  MHz 

SYSTEM  MEMORY: 

8MB  EDO  RAM 
expandable  to  40MB 
HARD  DRIVE: 

810MB  HDD 
(upgradable  to  1.08  GB) 

FEATURES: 

Super  VGA  screens  tor 
DSTN  and  TFT.  removable 
option  bay.  touchpad, 
Windows*  95  keyboard. 


signed  for        H^B  HHi  HH  fll^llflllH  ' 

!  HDSDDBQ 


for  Microsoft  Windows  95  logo  ate  registered  trademarks  of  Microsoft  in  the  U  S  and  other  tyuntries. 


Book  publishers,  moviemakers  and 

wealthy  investors  saw  a  gold  mine  in  CD-ROMS. 

Too  little  gold,  too  many  miners. 

CD-ROM 
flopperoo 


By  Nikhil  Hutheesing 

"Software  is  not  just  motion  pic- 
tures, it\  not  j li st  television,  it's 
books,  it's  magazines,  it's  toys,  it's 
games,  it's  videogames,"  opined 
Sumner  Redstone  of  Viacom  just  .1 
year  and  a  half  ago.  "That's  why  we 
have  a  creativ  e  factory  av  ail- 
able, to  produce  more 
software." 

Synergy  was  the  idea.  CD 
ROM  was  a  new  medium 
that  would  enable  enter- 
tainment and  publishing 
companies  to  repackage 
their  properties  and  their 
stars,  just  as  they  had  done 
before  with  audio  CD  and 
videotape.  Properties  that 
had  long  since  been  written 
off  would  be  harv  ested  for 
additional  revenue. 

It  hasn't  turned  out  that 
way.  Virgin  Interactive  En- 
tertainment, a  CD  ROM 
publisher  in  which  Viacom 
has  a  77%  stake,  lost  $14 
million  last  year.  According  WBtmm 
to  PC  Data,  a  Reston,  Va.- 
based  research  firm,  not  one  of  Via- 
com's ow  n  eight  CD  ROM  issues  last 
year  hit  its  bestseller  list.  You  need 
bestsellers  in  a  business  where  94%  of 
all  players  fail  to  make  money.  "Ifyou 
don't  make  the  Top  20  selling  titles, 
you  won't  be  profitable,"  savs  Ring 
Gordon,  executive  vice  president  of 
Electronic  Arts. 

"Viacom  looks  like  it's  going  to  get 
out  of  the  serious  c  d  ROM  business," 
says  Gary  Schultz,  an  analyst  with 
Sunnyvale,  Calif.-based  Multimedia 
Research  Group 

Viacom  denies  it.  but  others  have 
had  similar  problems,  l  ime  Warner 


announced  in  March  that  it  will  sell 
Time  Warner  Interactive,  which  pro- 
duces (  D  rom  games.  Turner  Broad- 
casting's New  Media  division  stopped 
developing  CD-ROM  titles  in-house  in 
February.  Hearst  New  Media  put  the 


Malcolm  McDowell  stars  in  the  game  Wing  Commander  IV 
Can  you  compete  with  a  $10  million  production? 


brakes  on  its  CD-ROM  operation  last 
year,  and  eliminated  most  of  its  17- 
person  department. 

Even  jackpots  aren't  what  they  used 
to  be.  "A  few  years  ago  the  top  titles 
[unbundled,  undiscounted]  sold  a  mil- 
lion units,"  says  Lee  Isgur,  an  entertain- 
ment analyst  with  Jefferies  &  Go.  "Last 
year  it  was  hard  to  sell  even  half  a 
million."  The  exceptions  really  stand 
out.  A  handful  of  titles,  such  as  Broder- 
bund's  Myst  and  GT  Interactive 's  Doom 
II,  get  the  lion's  share  of  the  profits. 

Although  the  number  of  marketed 
CD-ROM  titles  rose  by  15%  from  1994 
to  1995,  to  2,721,  CD-ROMS  will  pull 


in  only  $9.50  per  title  tor  the  publish 
er  this  year,  according  to  Bruce  Ryoh 
at  Dataquest.  That's  less  than  half  of 
what  they  made  three  years  ago.  The 
drop  is  due  in  part  to  those  titles  that 
arc  all  but  given  away  by  CD-ROM 
publishers  to  computer  manufactur- 
ers, who  offer  them  as  freebies  with 
multimedia-equipped  P<  s. 

These  things  are  not  cheap  to 
make.  The  Electronic  Arts  game- 
Wing  Commander  IV  has  the  slick 
production  values  consumers  have 
come  to  expect — but  EA  spent  $10 
million  to  put  the  game  together. 

Sanctuary  Woods  seemed  to  have 
promising  CD  ROM  titles  w  hen  its 
stock  peaked  last  September  at  7%. 
Projected  loss  for  last  year:  $14  mil- 
lion. The  stock  w  as  recently  quoted  at 
91  cents. 

Washington,  D.C. -based  Magnet 
Interactive  is  a  CD-ROM  producer 
funded  by  a  wealthy  Leba- 
nese investment  banking 
family.  It  developed  CD 
rom  games  and  edutain- 
ment for  distribution  by 
Twentieth  Century  Fox 
Home  Entertai  n  m  ent . 
Last  year  Magnet  had  96 
people  developing  six 
consumer  CD  ROM  titles. 
Now  there  are  only  29, 
working  on  just  three  titles. 

Putnam  Berkley,  the 
book  publisher,  opened  a 
New  Media  division  in 
1 993  and  delivered  such  now 
forgotten  titles  as  Big  An- 
thony's Mixed-Up  Magic 
and  The  Cartoon  History 
of  the  L'nivcrsc.  Millions  of 
dollars  and  two  years  later, 
Putnam  eliminated  the  di- 
vision and  sold  or  scrapped  most  of 
the  titles  in  development. 

There  are  only  so  many  hours  in  the 
day,  and  in  the  end  CD-ROMS  must 
compete  with  even'  other  form  of  diver- 
sion and  entertainment.  In  this  smaller- 
than-hoped-for  market,  there's  room 
lor  only  a  few  big  hits. 

"There  is  no  reason  to  think  that  this 
year  75%  to  85%  of  die  CD-ROM/enter- 
tainment software  business  won't  con- 
solidate into  seven  companies,"  says 
Electronic  Arts'  Bing  Gordon.  "The 
remaining  publishers  will  fight  for  die 
last  15%."  Just  like  in  the  movie 
business.  H 
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They  cruise  the  Net.  They  download  files.  They  fax  on-line.  And  now  the  truly  connected  will  do  dll  this  and  more  from  one  single  software 
program,  new  PROCOMM  PLUS*  3.0  for  Windows?  xvl  New  to  the  world  is  our  Connection  Directory,  the  single  source  for  all  your  data,  fax,  voice 
numbers,  email,  Web,  Telnet,  FTP  and  news  entries.  Just  click  on  a  directory  entry  and  PROCOMM  PLUS  makes  the  connection.  ^  Whether  you 
are  just  getting  started  or  an  expert,  the  PROCOMM  PLUS  "Web  Zeppelin™"  browser  is  the  new  way  to  cruise  the  World  Wide  Web.  Our  Internet  access 
automatically  helps  you  set  up  an  account  with  a  national  service  provider-or  connects  to  your  current  provider.  ^  New  generation  fax  comes 
with  an  all  new  Fax  Manager,  OCR  and  annotation  tools.  {J his  is  very  W.)  And  data  communications  includes  36  terminal 
emulations,  all  the  most  popular  file  transfer  protocols,  new  RIPscrip  emulation  and  a  QWK  Mail  editor  to  manage  electronic  mail 
messages  off-line.  ^  New  PROCOMM  PLUS  3.0  connects  your  connections.  It's  that  simple.  So  call  us  at  1.800.WM36I 
or  check  us  out  at  www.datastorm.com. 


VERY  CONNECTED" 
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THE  SOFTWARE  HORIZON 


Piracy 


BY  JOSEPH  R.  GARBER 


Joseph  R.  Garber  is 
a  strategist  with 
Americom  Corp.  in 
San  Francisco. 


"THEY  wan  i  ro  FINE  us  $5,000  per  comput- 
er. If  we  pay,  they  won't  sue.  If  we  don't —  " 

So  said  the  glum  chief  executive  as  he 
addressed  his  shocked  board  of  direc- 
tors. The  cause  of  the  chief  executive's 
sheepish  confession:  Inspectors  from  the 
software  industry  had  conducted  a  sur- 
prise audit  that  uncovered  pirated  soft- 
ware on  19  pes  in  the  company's  main 
office.  The  proposed  fine  was  $95,000, 
serious  money  for  a  thinly  funded  early- 
stage  outfit  18  months  away  from 
profitability. 

The  incident  never  should  have  hap- 
pened. A  misguided  computer  technician 
had  taken  an  application  intended  for 
five  bean  counters  and  installed  it  every- 
where in  the  operations  department.  No 
one  noticed  the  mistake  until  a  disgrun- 
tled ex-employee  turned  whistle-blower. 

Now  the  piper  had  to  be  paid.  One  of  my 
fellow  board  members  growled,  "Ninety-five 
thousand  dollars  is  too  much.  It's  not  fair." 

"Like  hell  it  isn't,"  I  said. 

Creating,  testing  and  marketing  a  complex 
software  package  is  a  fearsomely  expensive 
proposition.  Microsoft's  tab  for  Windows  95 
ran  into  the  hundreds  of  millions  of  dollars. 
Such  disbursements  are  not  of  an  eleemosy- 
nary nature.  Software  companies  expect  a 
decent  return  on  their  R&n.  If  they  don't  get 
it,  then  technological  innovation  stops. 

The  Software  Publishers  Association  esti- 
mates the  annual  worldwide  value  of  plun- 
dered software  as  being  at  least  $16  bil- 
lion. In  other  words,  pirates  hijack  an 
amount  equal  to  the  combined  revenues  of 
the  world's  dozen  or  so  largest  software 
developers.  Piracy  is  theft,  and  I,  for  one, 
believe  that  thieves  should  be  punished  to 
the  full  extent  of  the  law.  Everywhere  in 
the  world. 

The  problem  is  not  unique  to  the  U.S.  A 
few  weeks  ago  I  was  in  that  most  law-abiding 
or  nations,  Singapore  (pop.:  3  million;  num- 
ber of  armed  robberies  in  1995:  7).  One  sub- 
way stop  from  City  Hall  I  found  a  shop  offer- 
ing MicrosoftWorks,  a  $100  package,  at  $25. 
The  store  was  chockablock  with  larcenous 
American  tourists. 

A  few  days  later  I  visited  the  considerably 
less  law-abiding  city  of  Bangkok.  No  sur- 
prise, piracy  is  rampant.  A  CD-ROM  contain- 
ing every  program  in  the  Microsoft  catalog 


will  set  you  back  about  $65 — less  if  it's  a 
slow  day  and  you  are  disposed  to  dickering 
w  ith  the  guy  behind  the  counter.  Other 
storekeepers  have  a  simpler  pricing  philoso- 
phy: Name  the  program  you  want,  and  they 
will  charge  you  a  flat  tee  of  $5  per  disk  to 
duplicate  it. 

It's  no  fun  watching  corporations 
w  hose  shares  you  own  being  ripped  off 
"while-u-wait." 

As  for  what  goes  on  in  this  country,  illicit 
software  multiplies  rabbit-like  throughout 

If  your  company  doesn't 
have  a  tough,  formal 
policy  on  piracy, 
write  one. 


offices,  while  supervisors  turn  a  blind  eye 
or,  worse,  wink  at  the  crime.  A  manager 
who  caught  an  employee  making  off  w  ith 
a  disk  drive  would  mete  out  swift  punish- 
ment. But  if  the  same  employee  is 
nabbed  circulating  pirated  copies  of  a  disk 
utility.  .  .  well,  that  seems  different  some- 
how. Besides,  it  is  awfully  difficult  for 
the  perpetrator  to  get  caught. 

Unless — as  is  the  case  in  most  audits, 
including  the  one  that  caught  my  chief  execu- 
tive friend — someone  reports  the  crime.  The 
Software  Publishers  Association  has  a  toll-free 
number  for  whistle-blowers  (800-388-7478); 
it  gets  used  a  lot. 

As  for  my  friend,  the  hapless  entrepre- 
neur charged  with  piracy,  the  auditors  even- 
tually fined  him  less  than  $95,000.  His  fate 
could  have  been  worse.  However,  it  also 
could  have  been  better.  After  all,  if  he  had 
circulated  an  antipiracy  policy  to  his 
employees  and  conducted  periodic  software 
audits,  the  auditors  probably  would  have  let 
him  off  the  hook. 

And  therein  lies  a  lesson  for  corporate  lead- 
ers: If  your  company  doesn't  have  a  tough, 
formal  policy  on  piracy,  write  one.  Right  now. 
If  your  computer  department  managers  don't 
order  up  periodic  audits,  have  them  start  to- 
morrow. The  Software  Publishers  Association 
w  ill  even  give  you  some  free  software  to  help 
with  the  job — just  call  its  800  number  and 
ask  for  a  copy.  If  you  choose  to  do  other- 
wise, don't  expect  any  sympathy  from  me. 
Nor  mercy  from  the  auditors  when  they 
show  up.  Mi 


214 


Forbes  ■  April  22,  1996 


"We  Were 
Looking  For 

Results 


So  We  Went 


With  The 

One  Company 

That    Has  The 

Reputation  For 

Results/' 

rOHN  Franck,  Chairman,  Tultex  Corporation 


"The  fleece  apparel  industry  consolidated  very 
rapidly  in  the  late  1 980's  and  Tultex  found  itself 
under  enormous  competitive  pressure.  We  real- 
ized we  needed  to  do  more  than  just  fix  things  as 
they  came  along  — we  needed  a  cultural  change. 

"We  looked  at  a  lot  of  firms,  but  the  approaches 
seemed  canned.  We  needed  an  initiative  tailored 
to  us,  and  we  knew  that  for  this  to  be  successful 
it  had  to  be  done  by  our  people,  not  by  outsiders. 
Zenger  Miller's  approach  to  consulting  and 
training  enabled  us  to  cascade  change  throughout 
the  organization.  We  didn't  find  that  with  the 
other  firms  we  talked  with. 


V  u  lt  e  x  Tultex 
Detectives  Results 


"The  cultural  changes,  cost  reductions  and 
productivity  gains  Zenger  Miller  has  helped  us 
to  achieve  are  truly 


ihorten  Cycle  Times 
\nd  Lower  Costs. 

mprove  Inventory 


10%  Reduction 
In  Costs. 


remarkable." 


ZengerMiller 


A  Reputation  For  Results1 


ITM 


Yes,  we're  looking  for  improved  results  in  our  organization. 

 Please  send  me  information  on  how  you  can  help  us. 

 Please  have  my  zenger  miller  account  representative  call  me  now. 


Name. 


Title. 


Organization. 


Industry  Type. 


.  it  of  Employees. 


Mailing  Address. 
City  


Phone  (_ 


-)- 


.State. 
.  Fax  (_ 


Zip 


-) 


A  Times  Mirror 
I  ompaiu 


Complete  and  mail  today  to  Zenger  Miller, 
1735  Technology  Drive,  San  Jose,  CA  95110-1313 
Call  1-800-566-0630,  Dept.  310  or  FAX  1-800-566-0636 


1995  Zenger  Miller,  Inc 


deduce  Inventory 
Overhead. 

Customer  Retention 
\nd  Acquisition. 

■'  ■  ■ 


22%  Improvement 
In  Turns. 

$25  Million  Reduction 
In  Inventory  Overhead. 

Increased  Market  Share, 
Enhanced  Reputation 
For  Quality  And  Service, 
$13  Million  Added  Tb 
The  Bottom  Line.  . 


ow  to  love  butterflies 
and  be  a  conservative 


BY  PETER  HUBER 


Peter  Huber,  a  senior 
fellow  of  the  Manhattan 
Institute,  is  the  author 
of  Orwell's  Revenge; 
E-mail  address  is 
72643.2211® 
compuserve.com 


The  earth-in-the-balance  types  are  win- 
ning the  debate.  Free  markets  are  the  enemy 
of  the  environment.  Capitalists  are  environ- 
mental vandals.  Government  is  the  environ- 
ment's friend.  Conservatives — who  in  fact 
have  a  long  tradition  of  creating  parks,  hus- 
banding wildlife  and  venerating  natural  her- 
itages— must  turn  this  debate  around,  or  they 
will  pay  dearly  at  the  polls. 

Framing  the  debate  as  lumberjacks  versus  owls 
won't  do.  The  public  wants  both  jobs  and  forests. 
The  I  .eft  cheerfully  promises  both. 

Nor  can  die  debate  be  reduced  to  property- 
rights  rhetoric  about  a  sugarcane  farmer's  free- 
dom to  use  his  private  land  as  he  pleases.  The 
Right  has  no  trouble  grasping  society's  collective 
concerns  about  cocaine  in  private  veins,  abortion 
in  private  wombs  and  die  river  of  filth  that  flows 
out  of  Hollywood  into  our  private  televisions. 
Rivers,  redwoods  and  wolves  have  public  conse- 
quences, too.  They  must  be  managed  in  ways 
that  transcend  purely  private  interest. 

Conservatives  should  say  that  first,  and 
with  conviction.  We  believe  in  markets  and 
private  property.  But  we  also  recognize  that 
you  can't  easily  privatize  monarch  butterflies 
or  the  Shenandoah. 

This  doesn't  mean  buying  into  every  gov- 
ernment program  that  any  green  socialist  pro- 
poses. Government  attempts  to  help  the  envi- 
ronment often  backfire.  The  government 
used  to  pay  bounties  for  dead  wolves;  today  it 
pays  to  breed  and  release  them.  Yesterday  the 
federal  dollar  erected  huge  dams  and  drained 
swamps;  today  it  is  used  to  unleash  those 
same  rivers  and  convert  sugar  plantations 

Environmentalist!!  is  too 
important  a  matter  to  be 
left  to  the  radicals. 


back  into  swamp.  The  swamp  programs  are 
doubly  expensive  because  the  government 
also  props  up  the  price  of  sugar,  which  makes 
it  far  more  expensive  to  return  Florida  real 
estate  to  the  alligators.  The  Superfund  pro- 
gram has  become  a  massive  boondoggle  for 
lawyers,  its  principal  effect  being  to  paralyze 
practical  efforts  to  clean  up  chemical  wastes. 
Conservatives  can  make  these  points.  But 


they  must  have  a  positive  environmental 
agenda,  too.  Fnvironmentalism  is  too  impor- 
tant a  matter  to  be  left  to  the  radicals. 

Start  with  solid  support  for  local  and  state- 
based  cleanup  programs  as  substitutes  for  fed- 
eral management.  The  Left  despises  local 
control;  it  wants  everything  under  a  federal 
authority,  or  better  still,  under  management 
from  Rio,  with  Fidel  Castro  presiding.  But 
many  environmental  matters,  including  the 
ones  most  important  to  ordinary  people,  are 
managed  best  when  managed  close  to  home. 
Let  the  Left  debate  climate  and  ozone.  The 
Right's  agenda  should  focus  on  practical 
here-and-now  environmental  matters,  like 
garbage  disposal  and  sewage  treatment.  With 
those  matters  at  the  top  of  the  agenda,  it  then 
makes  sense  to  move  environmental  money 
back  to  states  and  cities. 

Conservatives  must  also  initiate  and  sup- 
port positive  programs  to  promote  sustainable 
development  as  an  alternative  to  one-shot 
decimation.  Let  the  Left  pursue  antipeople 
environmentalism,  which  rejects  development 
of  any  kind.  Conservatives  must  stand  for 
symbiotic  environmentalism  that  accepts 
humankind  as  a  legitimate  part  of  creation. 

There  is  an  equally  good  fit  between  con- 
servative values  and  efforts  to  protect  lakes, 
forests  and  habitats  for  bald  eagles  and  pan- 
thers. The  environmental  Left  has  concocted 
a  new  paganism,  in  which  all  nature  is  the 
temple,  and  all  human  intervention  is  desecra- 
tion. The  Right  should  support  intelligent 
human  intervention  to  correct  past  mistakes. 
Steven  Budiansky's  new  book,  Nature's 
Keepers,  provides  an  excellent  blueprint. 

We  can't  stop  there.  Conservatives  need 
positive  positions  on  whales,  smog,  clean 
water  and  pesticides.  Just  attacking  the 
Left's  environmental  excesses  isn't  enough. 
If  there's  no  moderate  political  alternative, 
extremism  in  the  defense  of  the  environ- 
ment will  win. 

Perhaps  most  importantly,  conservatives 
have  to  grasp  how  fundamental  a  challenge 
they  face  in  the  environmental  debate.  The 
inherently  collective  character  of  environmen- 
talism plays  straight  into  the  hands  of  the 
political  Left.  After  three  decades  of  political 
rout  on  environmental  issues,  conservatives 
are  only  just  beginning  to  formulate  coherent 
environmental  positions  and  policies  of  their 
own.  They  had  better  get  on  with  it.  ■■ 
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N  ew  efficient  electric- 
technologies  can  give 
American  business  a 
big  competitive  edge. 
How?  By  saving  energy. 
Lots  of  it.  Which  allows 
us  to  produce  higher 
quality  goods  faster 
and  for  less  money. 
■  Electrically  powered  steel  mills  use  50%  less  energy  and 
cut  production  time  significantly,  which  results  in  higher 
profitability.  Commercial  ovens  and  electric  induction 
fryers  cut  cooking  time  and  energy  use.  They  also  emit  less 
heat  which  reduces  kitchen  cooling  costs.  Infrared  auto 
paint  drying  cuts  energy  use  by  90%  and  greatly  speeds 
production.  ■  These  savings  go  right  to  America's  bottom 
line.  And,  the  same  energy  efficiency  that  makes  the 
economy  hum  helps  keep  the  air  clean.  American  business 
is  more  productive  than  it's  ever  been.  Today's  energy-efficient 
electric  technologies  are  one  of  the  primary  reasons  why. 


Electricity 


The    power   to    make    life  better 


©  Edison  Electric  Institute,  1996 


The  award  winning  original. 
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CONbUMF-H  GUIDE 


What  to  Buy 
for  Business 


Brother 

H>I"!V        Laser  Prinlcrs 
CflOU'    Mode|  hl-630  4  HL-660 


MAGAZINE 


EDITORS1 
CHOICE 


The  only  laser  printer 
to  ever  win  PC  Magazine's 
Editor's  Choice  Award 
2  years  in  a  row! 


EDITORS' 
CHOICE 


1994  lidilion:  Volume  1'Wt/lv.uc  10 


January  1995 


**** 

— Rating — 

March  1995 


[anuan  1995 


h'hruan  1995 


The  inevitable  sequels. 


HL-630M 

6ppm;  300dpi 
Apple"  Mac  VPC 
compatibility 


Apple 


HL-645M 

6ppm;  300dpi 
"ac18  compatibility 


HL-960 

12ppm;  600dpi 


HL-1260 

12ppm;  1200dpi  Class 


HL-660 

6ppm;  600dpi 


WL-660 

6ppm;  600dpi 
Optimized  Windows 
Printing 


Brother  Laser  Printers  are  the  biggest  hits  in  the  business!  The  revolutionary  Straight  Paper  Path  found  in  all 
our  6  page  per  minute,  300  dpi  HL-600  and  600  dpi  WL/HL-660  Series  laser  printers  represents  the  first  real  break- 
through in  years.  It  virtually  eliminates  jams  and  wrinkles  and  even  makes  printing  your  envelopes  a  breeze.  And, 
for  your  more  demanding  network  and  high  volume  applications,  our  12  page  per  minute,  600  dpi  HL-1260  is  the 
perfect  solution  on  all  counts.  Most  important,  you'll  find  this  type  of  solution-oriented  performance  and  incredible 
value  on  all  our  models.  Because  unlike  the  movies,  our  printers  always  live  up  to  your  expectations. 


AVAILABLE  AT:  Office  Depot,  Staples,  OfficeMax, 
Circuit  City,  Best  Buy,  CompUSA  and  other 
fine  dealers  and  retailers. 


We're  at  your  side. 
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If  you  have  to  pay  some  of  your  hospital  bill,  check  it 
carefully.  Neither  the  hospital  nor  your  insurance 
:ompany  will  make  this  job  easy. 


Hospital  robbery 


By  Julie  Androshick 

[n  December  1993  Helen  Garrett 
lad  laparoscopic  surgeiy  to  remove 
gallstones .  The  operation  took  only 
m  hour,  and  she  w  as  out  of  Charles- 
ion,  S.C.'s  Roper  Hospital  the  next 
lay.  She  had  insurance  that  covered 
10%  of  hospital  costs.  So  she  was 
:aken  aback  when  Roper  sent  her  a  bill 
br  $7,400. 

Helen  Garrett's  husband,  Thomas 
Barrett,  a  former  life  insurance  sales 
manager  for  Mutual  of  New  York, 
:ross-examined  the  hospital's  billing 
:lerk.  He  found  out  that  his  wife  had 
isked  for  a  shared  room,  but  was  put 
n  a  private  room — and  was  billed  for 
t.  He  got  a  copy  of  her  itemized  bill 
ind  used  it  to  prove  that  Roper 
:harged  her  for  medication  she  never 
ook.  She  was  billed  $785  for  an 
ntern  training  video  taken  during 
he  operation.  "We  never  even  got 
i  copy,"  says  Tom  Garrett  acidly. 
Eloper  eventually  rescinded  $7,200  of 
he  bill. 

Why  did  the  Garrretts'  insurance 
:ompany,  Rockford,  111. -based  Pio- 
leer  Life,  let  the  overbilling  go 
hrough?  Because  Pioneer  was  never 
perbilled — only  the  Garretts  were, 
'ioneer  had  privately  negotiated  a 
)rice  for  gallstone  removal,  $1,125, 
ind  paid  80%  of  this,  or  $900.  The  fat 
)ill  that  went  to  the  patient  was  not 
^ioneer's  problem. 

Hospitals  are  under  enormous 
>ressure  from  insurance  companies 
md  health  maintenance  organiza- 


tions to  cut  prices.  So  what  do  they  do 
when  they  can't  make  ends  meet? 
Soak  private  patients — if  they  can  get 
away  with  it. 

Often,  the  insurance  company  or 
HMO  supposedly  paying  80%  of  the 
bill  doesn't  exactly  do  that.  It  pays 
80%  of  a  lower  fee  never  disclosed  to 
the  patient.  The  result  is  that  the 
patient's  supposed  20%  share  may  end 
up  being  higher  than  the  insurer's 
80%.  Such  shenanigans  are  now  the 
subject  of  dozens  of  lawsuits  around 
the  country,  according  to  Joshua 
Gold,  a  lawyer  at  Anderson  Kill  Olick 
&  Oshinsky  in  New  York  City. 

Patients  also  get  stuck  with  pay- 
ments for  procedures  not  covered  by  a 
patient's  insurance  contract. 
Shouldn't  the  hospital  warn  the  pa- 
tient before  doing  such  work?  "It's 
not  the  hospital's  job  to  know  what 
your  insurance  covers;  it's  the  pa- 
tient's job,"  says  Nicholas  Stebenne, 
account  representative  at  New  York 
University  Medical  Center. 

The  Garretts'  insurance  contract, 
of  course,  didn't  cover  the  training 


video.  On  top  of  that,  Roper  Hospital 
billed  them  for  services  that  were 
neither  covered  nor  delivered — like 
medication. 

Such  mistakes  are  pretty  common. 
Equifax,  the  financial  services  and 
credit-rating  agency  that  also  assists 
doctors  and  hospitals  in  computeriz- 
ing their  information  systems,  says 
that  half  of  all  medical  bills  are  wrong. 

Especially  vulnerable  to  overbilling 
are  cancer  patients,  because  their 
treatment  involves  so  many  doctors, 
lab  tests  and  costly  drugs.  On  dis- 
charge from  a  hospital,  you  may  re- 
ceive a  summary  bill.  That's  not  good 
enough.  Request  an  itemized  bill. 

Now  what  do  you  do?  Jan  Sedoris 
and  Nancy  Collins,  registered  nurses 
and  authors  of  An  Insider's  Guide  to 
Understanding  Your  Hospital  Bill, 
advise  that  you  should  first  ask  your 
insurance  company  if  it  audited  your 
bill.  Then  read  your  or  your  em- 
ployer's contract  with  the  insurance 
company  carefully  to  see  if  you  are 
entitled  to  any  rewards  after  the  audit. 
You  may  not  be.  If,  let's  say,  you  owe  a 
fixed  maximum  of  $1,500  on  a  bill 
over  $10,000,  reducing  the  bill  from 
$15,000  to  $12,000  will  save  money 
for  your  insurance  company  but  not 
for  you. 

If  you  find  out  that  reducing  the  bill 
might  benefit  you  and  the  insurance 
company  is  of  no  help,  you  may  want 
to  seek  help  from  one  of  the  indepen- 
dent bill-auditing  companies. 

But  do  your  math  before  signing  on 
with  them.  Independent  auditors 
sometimes  charge  a  contingency  fee 
of  40%  to  50%  of  the  amount  they 
knock  off  your  bill.  So  get  the  hospital 
to  concede  the  easy  points  before 
even  approaching  an  auditor.  Also, 
since  some  auditors  charge  1%  to  2% 
of  the  total  bill,  and  not  just  of  your 
copayment,  you  may  end  up  owing 
more  to  an  auditor  than  the  auditor 
can  possibly  save  you.  B 


Bill  busters 

National  Association  of 
Claims  Assistance  Profes- 
ionals  (708-963-3500). 
defiles  claims  denied  by  in- 
iurers.  Directs  you  to 


closest  auditors. 

Diversified  Healtbca  re 
Information  (615-781- 
4213  ).  Analyzes  bills  up 
to  $20,000  for  $45.  Nego- 
tiations with  hospital  or 
insurer  are  extra. 

Family  Management 


Services  (703-352-4582). 
Auditing  costs  either  $60 
per  hour  or  40%  of  savings 

Medical  Billinjj  Con- 
sultants (610-565-9570). 
Bill-checking,  mostly  can- 
cer patients,  $75  an  hour. 

Medical  Recovery  Ser- 


vices (800-700-7089).  Six- 
ty U.S.  affiliates.  Fee,  50% 
of  savings. 

MedReview{  800-397- 
5359).  Sample  fees:  $100 
for  a  $10,000  bill,  $15  for 
a  small  doctor  bill. 
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BUSINESS  AND  THE  ARTS: 
AN  ENDURING  PARTNERSHIP 

The  business  community  has  long 
served  as  Lincoln  Center's  strong  and 
dependable  partner.  Business  leaders 
know  that  creativity  is  critical  to  business 
success  and  that  the  arts  nurture  creative 
minds.  They  recognize  as  well  that 
strong  school  arts  programs  encourage 
today's  students  —  who  will  be  tomor- 
row's employees  —  to  reach  higher  and 
achieve  more  in  school. 

Business  leaders  have  found  in  the 
Consolidated  Corporate  Fund  a  uniquely 
effective  way  to  support  the  performing 
arts  in  their  entirety.  A  single  contribution 
to  the  Fund  assists  eight  performing  arts 
companies  and  two  conservatories.  Since 
gifts  to  the  Fund  are  unrestricted,  Lincoln 
Center  organizations  can  use  the  money 
with  maximum  flexibility  —  whether  to 
pay  a  guest  conductor's  fee,  commission  a 
work  from  a  new  choreographer,  fund  a 
student  scholarship,  send  performers  into  a 
school,  or  bring  students  to  Lincoln 
Center  for  a  performance. 

Hundreds  of  corporations  both  large 
and  small  —  local,  national  and  interna- 


tional —  contribute  to  the  Consolidated 
Corporate  Fund.  Representing  a  wide 
range  of  industries,  these  donors  want 
their  companies  to  be  associated  with  the 
excellence  that  Lincoln  Center  symbolizes. 

TEN  WORLD-CLASS 
ORGANIZATIONS 

Ten  Lincoln  Center  for  the  Performing 
Arts  organizations  participate  in  the 
Consolidated  Corporate  Fund. 

The  Metropolitan  Opera 

The  Met's  primary  goal  is  to  present 
the  highest  quality  performances  of  grand 
opera,  featuring  the  world's  most  talented 
artists  and  conductors.  Committed  to 
presenting  works  from  the  broadest  range 
of  the  operatic  repertory,  The  Met  makes 
its  programs  available  to  a  wide  audience 
through  national  and  international  broad- 
casts, home  video  releases,  free  summer 
performances,  and  educational  programs 
for  students  and  aspiring  young  singers. 

New  York  Philharmonic 

The  oldest  symphony  orchestra  in  the 
United  States  and  one  of  the  oldest  in  the 
world,  New  York  Philharmonic 
has  long  played  a  leading  role  in 
America's  musical  life  and  devel- 
opment. In  addition  to  present- 
ing the  traditional  classical 
repertoire,  the  Philharmonic 
maintains  its  place  in  the  van- 
guard of  symphony  orchestras 
by  celebrating  and  supporting 
young  conductors,  and  by  com- 
missioning new  works. 

The  Juilliard  School 

Juilliard's  central  mission  is  to 
educate  talented  performing 
musicians,  dancers  and  actors  so 
that  they  may  achieve  the  highest 
artistic  standards  and  become 
leaders  in  their  professions.  In 
recent  years,  the  School  has 
added  innovative  programs  that 
help  prepare  its  students  to 
embark  on  successful  careers  and 
to  lead  productive  lives  as  artists, 
leaders  and  citizens. 


New  York  City  Ballet 

New  York  City  Ballet's  mission  is  to 
promote  and  sustain  the  highest  stan- 
dards of  classical  dance,  and  to  nurture 
and  develop  audiences  for  this  artwork. 
The  Company  is  committed  both  to  pre- 
serving the  ballets  and  dance  aesthetic 
with  which  founding  choreographers 
George  Balanchine  and  Jerome  Robbins 
endowed  it,  and  to  fostering  new  work  — 
a  commitment  reflected  in  its  unparal- 
leled repertory  of  over  140  ballets. 

New  York  City  Opera 

Known  for  innovative  productions  of 
new  work  and  neglected  masterpieces,  and 
for  its  commitment  to  American  com- 
posers and  singers,  the  New  York  City 
Opera  also  brings  the  classics  of  grand 
opera  to  an  ever-widening  audience. 
Affordable  ticket  prices  and  the  pioneer- 
ing use  of  supertitles  ensure  that  the 
Company's  performances  are  accessible  to 
audiences  of  all  ages  and  incomes.  Its 
National  Company,  the  only  major  tour- 
ing opera  remaining  in  the  United  States, 
reaches  29  states,  including  communities 
where  no  other  live  opera  is  available. 

The  Film  Society  of  Lincoln  Center 

The  Film  Society  of  Lincoln  Center 
fosters  the  art  of  the  motion  picture  by 
recognizing  and  supporting  new  and  tal- 
ented filmmakers,  and  by  encouraging 
receptive  and  perceptive  audiences.  The 
Film  Society  attracts  audiences  from 
broad  segments  of  the  community  and 
provides  talented  artists  from  diverse 
backgrounds  a  meaningful  venue  to 
introduce  their  work  to  a  wider  public. 

The  -Chamber  Music  Society 
of  Lincoln  Center 

The  Chamber  Music  Society  of 
Lincoln  Center  is  committed  to  the  out- 
standing performance  of  chamber  music 
for  the  widest  possible  audience,  as  well  as 
to  the  perpetuation  of  chamber  music  as 
an  art  form.  The  premier  organization  of 
its  kind  in  the  United  States,  the  Society 
presents  a  vast  array  of  concerts,  records 
both  standard  and  new  repertoire,  com- 
missions new  music,  tours  regularly,  and 


DONOR  PRIVILEGES 

To  meet  the  needs  and  wishes  of  corporate 
patrons,  as  well  as  their  employees  and  customers, 
the  Consolidated  Corporate  Fund  has  developed  an 
extensive  program  to  acknowledge  donors  and 
express  its  gratitude.  A  gift  to  the  Fund  can  place 
a  donor's  name  in  Stagebill  and  Playbill  programs 
for  all  Lincoln  Center  performances  —  reaching  an 
audience  of  more  than  six  million  every  year. 

Corporate  donors  are  saluted  in  highly  visible 
advertisements  appearing  in  important  business 
publications,  and  they  gain  special  access  to  the 
ten  Lincoln  Center  organizations  participating  in 
the  drive.  Donors  can  also  make  use  of  Lincoln 
Center's  corporate  entertaining  spaces,  meet 
other  corporate  executives  and  Lincoln  Center 
artists, iand  enjoy  performances  and  behind-the- 
scenes  yiewi  of  Lincoln  Center.  The  Consolidated 
fifl^HHHMBfecilitates  attendance  at 
and:  performances  by 
ir  families. 


'I  was  thinking, '  If  I  can  just  get 
to  the  game,  I'll  be  all  right.'" 


JOHNNY  MOORE 

SAN  ANTONIO,  TEXAS 


Johnny  never  made  it  to  that 
game  back  in  1985.  Instead,  he 
landed  in  the  hospital,  where  he 
was  diagnosed  with  a  serious 
fungal  disease. 

■  ■ 
His  doctors  said  he'd  go  blind, 

never  have  kids,  possibly  die. 


Thanks  to  excellent  care  and  a 
Unedication  made  possible  by  the 

t search  we  do  at  Pfizer,  Johnny 
>t  another  shot  at  life. 

'Now  I've  got  my  little  girl," 
he  says.  "I'm  so  thankful." 


We've  part  of  the  cure. 
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reaches  out  to  children,  .ulults  and  young 
artists  through  educational  programming. 

Lincoln  Center  Theacer 

The  mission  of  Lincoln  Center  Theater 
is  to  create  and  sustain  a  theater  of  the 
highest  quality  in  which  the  individual 
voices  of  the  finest  American  and  interna- 
tional theater  artists  can  be  heard. 
Reflecting  New  York's  richly  varied  society, 


Lincoln  Center  Theater  aims  to  engage  a 
wide  diversity  of  audiences  and  tastes  and 
to  present  works  marked  by  a  spirit  of 
adventure.  The  Theater  is  also  committed 
to  maintaining  affordable  ticket  prices. 

School  of  American  Ballet 

The  School  of  American  Ballet's  single 
mission  is  to  train  young  men  and 
women  for  professional  ballet  careers. 


Through  a  training  process  that  develops 
both  physical  proficiency  and  artistic  sen- 
sibility, the  school  fully  prepares  talented 
young  people  for  careers  in  dance.  The 
School's  alumni  are  a  major  force  in 
maintaining  the  highest  levels  of  the  art 
in  New  York,  across  the  country  and 
around  the  world. 

Lincoln  Center 
for  the  Performing 
Arts,  Inc. 

Separate  from  the  other  organizations 
around  the  complex,  Lincoln  Center  for 
the  Performing  Arts,  Inc.  complements  th< 
offerings  of  the  Center's  seven  producing 
companies  by  showcasing  performance  vir 
tuosity  in  all  disciplines,  with  special 
emphasis  on  music.  Lincoln  Center  for 
the  Performing  Arts,  Inc.  actively  supports 
the  creation  of  new  repertoire  and  provide 
a  highly  visible  platform  for  the  talents  of 
emerging  artists. 


SaM8511iJljlklwMB.l«MM»5B  BUI  1^— — 

Pfizer  Inc 

"As  a  research-based  health  care  company,  we  believe  there's  a  link  between  the  creativity  required  to 
inspire  medical  progress  and  the  creativity  nurtured  at  great  artistic  centers  like  Lincoln  Center.  The  institu- 
tions of  Lincoln  Center  present  the  finest  artists,  educate  many  thousands  of  students,  and  open  up  new 
worlds  to  audiences  every  day.  Pfizer  is  proud  to  be  a  long-standing  supporter  of  the  Consolidated 
Corporate  Fund  and  a  partner  in  bringing  the  arts  into  the  lives  of  New  Yorkers  and  visitors  alike." 

William  C.  Steere,  Jr. 
President  and  Chief  Executive  Officer 


Jazz  at  Lincoln  Center 

Established  in  1991  by  Lincoln  Center 
for  the  Performing  Arts,  Inc.,  Jazz  at 
Lincoln  Center  will  launch  its  first  season 
as  an  independent  constituent  of  Lincoln 
Center  in  July  1996.  The  country's  pre- 
mier producer  of  jazz  events,  Jazz  at 
Lincoln  Center  features  the  finest  artists 
in  concert  and  offers  films,  talks  and  Jazz 
for  Young  People  events. 


Film  Festival.  Both  the  classical  and  the 
contemporary  will  be  showcased  this  sum- 
mer in  Lincoln  Center  Festival  96,  the 
debut  season  of  an  annual  event. 
Produced  by  Lincoln  Center  for  the 
Performing  Arts,  Inc.,  the  Festival  will  fea- 
ture dozens  of  international  artists  and 
companies  —  both  Western  and  non- 
Western  —  who  will  share  the  stage  with 
Lincoln  Center's  own  resident  companies. 


A  NATIONAL  AND 
INTERNATIONAL  AUDIENCE 

While  approximately  six  million  peo- 
ple come  to  Lincoln  Center  for  perfor- 
mances each  year,  Lincoln  Center  reaches 
a  far  larger  number  by  going  to  them.  By 
means  of  tours,  broadcasts,  films  and 
recordings,  Lincoln  Center  organizations 
delight  audiences  across  the  country  and 
around  the  globe.  Worldwide,  Live  From 


SUPERLATIVE  PERFORMANCES 
Audiences  are  drawn  to  Lincoln  Center 
by  masterworks  from  the  traditional 
repertory  —  The  Chamber  Music 
Society's  complete  Brandenburg  Concerti, 
New  York  City  Ballet's  Balanchine  reper- 
tory, and  Lincoln  Center  Jazz  Orchestra 
playing  the  music  of  Jelly  Roll  Morton. 
Audiences  are  also  drawn  by  provocative 
new  works,  such  as  the  great  motion  pic- 
tures from  around  the  world  introduced 
each  fall  at  the  Film  Society's  New  York 


American  Express  Company 

"The  American  Express  Foundation,  established  in  1954,  makes  grants  in  three  areas:  Community  Service, 
Cultural  Heritage  and  Economic  Independence.  Our  support  of  Lincoln  Center  and  other  important  cultural 
institutions  is  a  natural  corollary  to  the  tradition  of  excellence  at  American  Express.  Through  these  and  other 
philanthropic  activities  around  the  world,  American  Express  strives  to  be  a  good  corporate  citizen,  and  to 
make  a  contribution  in  the  communities  in  which  we  do  business  and  where  our  employees  live  and  work." 

Harvey  Golub 
Chairman  and  Chief  Executive  Officer 


Intelligent  questions  for  serious  investors. 
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Lincoln  Center  and  The  Metropolitan 
Opera  Presents  telecasts  are  seen  by  more 
than  100  million  people  every  year. 

By  taking  their  shows  on  the  road, 
Lincoln  Center's  constituents  bring  the 
thrill  of  live  performances  to  the  broadest 
possible  audience.  This  season,  New  York 
City  Ballet,  Jazz  at  Lincoln  Center  and 
New  York  Philharmonic  all  make  appear- 
ances in  Europe.  Closer  to  home,  New 
York  City  Opera's  National  Company 
offers  a  fully  mounted  La  Traviata  in  80 
cities  across  the  U.S.  and  Canada. 

A  MAJOR  FORCE  IN  EDUCATION 
The  Next  Generation  of  Performers 

Tomorrow's  stars  are  visible  today  on 
the  Lincoln  Center  campus.  The  Juilliard 
School  and  the  School  of  American  Ballet 
are  the  country's  preeminent  conservato- 
ries —  Juilliard  for  music,  dance  and 
drama,  SAB  for  ballet.  Both  provide  top- 
flight training  to  talented  youngsters  of 
diverse  backgrounds  from  all  50  states 
and  many  foreign  countries.  SAB's 
tuition-free  program  to  recruit  boys 
targets,  among  others,  African-American, 
Latino  and  Russian  immigrant  neighbor- 
hoods. In  a  focused  drive,  Juilliard  has 
successfully  broadened  the  ethnic  diver- 
sity of  its  student  body  and  attracted 
minority  artists  to  the  faculty.  More  than 
75  percent  of  the  students  at  Juilliard  and 
over  half  of  the  upper-level  students  at 
SAB  receive  scholarship  help. 

In  the  Schools 

By  giving  young  people  a  chance  to 
experience  and  understand  great  art, 


Run 


Lincoln  Center  fills  a  critical  educational 
need  —  one  that  becomes  increasingly 
urgent  as  public  school  arts  programs  fall 
victim  to  budget  cuts. 

Lincoln  Center  Theater  focuses  on 
teaching  Shakespeare  to  seventh,  eighth 
and  ninth  graders  from  at-risk  popula- 
tions in  New  York  City  schools.  New 
York  City  Opera  sends  artists  into  high 
school  social  studies  and  English  class- 
rooms to  explore  ways  in  which  the  oper- 
atic repertory  can  illuminate  the  core  aca- 
demic curriculum.  The  Lincoln  Center 
Institute  for  the  Arts  in  Education  makes 
a  major  contribution  to  aesthetic  educa- 
tion through  an  innovative  program  that 
enables  2,000  teachers  and  administrators 
and  more  than  100,000  students  to 
explore  the  creative  process. 

The  Metropolitan  Opera  Guild's 
Creating  Original  Opera  program  has 
enabled  over  650  classroom  and  music 
teachers  from  35  states  and  around  the 
world  to  lead  students  in  creating,  pro- 
ducing and  performing  opera  in  their 
schools.  New  York  Philharmonic's 
School  Partnership  Program  seeks  to 
build  fundamental  knowledge  of  music, 
a  symphony  orchestra  and  its  repertory 
among  teachers,  parents  and  students  in 
inner-city  elementary  schools. 

Young  Performers  in  the 
Community 

The  Chamber  Music  Society's 
Performance  Awareness  Workshops  use 
dance,  writing  and  theater  to  help  talent- 
ed secondary-school  music  students 
bring  greater  emotion  and  imagination 


The  Chase  Manhattan  Corporation 

"Lincoln  Center  is  often  called  the  cultural  capital  of  the  world.  The  scope  of  its  activities  and  the 
energy  of  its  diverse  performing  and  educational  organizations  set  standards  of  excellence  and  attract  local, 
national  and  international  audiences  in  ways  unmatched  by  other  institutions. 

"We  are  proud  that  both  Chase  Manhattan  Bank  and  Chemical  Bank  were  among  Lincoln  Center's 
founding  supporters,  with  strong  ties  maintained  to  its  individual  constituents  throughout  the  past  35  years. 
Now  thai  we  have  merged  into  the  'new'  Chase,  we  look  forward  to  continuing  to  work  with  Lincoln  Center 
to  foster  the  cultural  and  economic  vitality  that  we  know  is  the  result  of  effective  collaboration  between 
the  arts  and  business    i  unities." 

Walter  V.  Shipley 
Chairman  and  Chief  Executive  Officer 


to  their  playing.  The  Juilliard  School's 
Music  Advancement  Program,  which 
focuses  on  financially  disadvantaged  stu- 
dents, offers  more  than  80  youngsters 
two  years  of  Saturday  instruction  in 
orchestral  instruments. 

SERVING  A  DIVERSE 
COMMUNITY 

Community  outreach  is  fundamental 
to  Lincoln  Center's  mission.  By  means  of 
free  concerts,  reduced-price  tickets  and 
innovative  programming,  Lincoln  Center 
reaches  hundreds  of  thousands  of  people 
who  might  not  otherwise  have  access  to 
the  finest  in  the  performing  arts. 

Through  its  membership  program, 
Lincoln  Center  Theater  makes  affordable 
tickets  available  to  over  40,000  subscribers, 
including  ethnic  minorities,  younger 
theatergoers,  and  those  on  limited  incomes. 
Under  the  banner  "Priceless  Music, 
Absolutely  Free,"  New  York  Philharmonic 
plays  eight  concerts  for  400,000  listeners 
from  all  walks  of  life  in  public  parks  in 
New  York  City  and  environs. 

Each  year,  New  York  City  Ballet  invites 
2,500  public  school  students  from  all  32 
New  York  City  school  districts  to  attend  a 
free  performance  of  George  Balanchine's 
The  Nutcracker^1.  To  appeal  to  young 
audiences,  the  Film  Society  offers  quality 
children's  movies  with  tickets  priced  at  $2. 
Lincoln  Center  for  the  Performing  Arts, 
Inc.  offers  a  month-long  free  summertime 
festival,  Lincoln  Center  Out-of-Doors, 
which  focuses  on  African-American, 
Asian-American  and  Latino  traditions. 

At  Lincoln  Center  the  public  service 
ethic  is  also  being  passed  on  to  the  next 
generation.  Every  year,  Juilliard  students 
and  alumni  give  hundreds  of  perfor- 
mances in  schools,  hospitals,  AIDS  facili- 
ties and  senior  centers  throughout  the 
metropolitan  area. 

A  MAJOR  ECONOMIC  RESOURCE 

Audiences  come  to  Lincoln  Center 
from  all  parts  of  the  United  States  and 
every  corner  of  the  globe.  More  than  half 
are  from  outside  New  York  City  and  1 5 
percent  from  outside  the  United  States. 
As  a  major  tourist  attraction,  Lincoln 
Center  has  an  immense  economic  impact 
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3ii  the  city.  Arts-motivated  visitors  to  the 
metropolitan  region  spend  an  average  of 
S4 1 9  per  person  per  day.  Add  in  institu- 
:ional  spending  by  the  constituents, 
incremental  real  estate  benefits  and  other 
Factors,  and  Lincoln  Center's  annual 
impact  on  New  York  City's  economy 
:otals  approximately  $1  billion. 

Lincoln  Center  also  helps  inspire  talent- 
ed people  to  make  New  York  their  home. 
\ccording  to  a  poll  by  Louis  Harris  & 
Associates,  Inc.,  culture  is  the  second  most 
important  reason  (after  employment)  why 
people  choose  to  live  in  the  city.  Young 
3eople  drawn  by  the  city's  cultural  life  add 
substantially  to  its  store  of  "intellectual  cap- 
tal"  —  a  critical  economic  resource. 

WIDER  IMPACT 

Performing  arts  centers,  many  of  them 
inspired  by  Lincoln  Center,  have  helped 
revive  downtown  areas  in  scores  of 
American  cities,  including  Atlanta, 
Cleveland  and  St.  Louis.  Indeed,  the  arts 
ire  gaining  recognition  as  a  major  industry. 
American  consumers  spend  more  money 
ittending  the  performing  arts  than  they  do 
an  tickets  for  movies  or  sports  events. 

When  Lincoln  Center's  companies  go 
an  tour,  they  are  featured  attractions. 
Many  actors,  dancers  and  musicians 
trained  at  Juilliard  and  the  School  of 
American  Ballet  receive  star  billing  wher- 
ever they  appear,  helping  to  expand  audi- 
ences for  dozens  of  theaters,  ballet 
troupes  and  orchestras.  As  a  result, 
Lincoln  Center  contributes  to  economic 
growth  nationwide  and  worldwide. 

While  its  economic  impact  can  be  mea- 
sured, Lincoln  Center's  contribution  to  the 
quality  of  life  cannot  be  quantified. 
Glorious  artistic  offerings,  outstanding  pro- 
fessional training,  splendid  programs  for 
schoolchildren,  dynamic  outreach  to  a 
widening  circle  of  performers  and  audi- 
ences —  these  are  Lincoln  Center's  immea- 
surable gifts  to  the  nation  and  the  world. 

For  more  information  on  how  to  join 
the  ranks  of  distinguished  businesses  that 
support  Lincoln  Center,  please  contact: 
Lincoln  Center  Consolidated  Corporate 
Fund  70  Lincoln  Center  Plaza,  9th  Floor, 
New  York,  NY  10023;  (212)  875-5430. 


PaineWebber 

"PaineWebber  has  a  longstanding  commitment  to  support  those  cultural,  civic  and  philanthropic  organiza- 
tions that  benefit  our  clients,  employees  and  the  communities  in  which  they  live  and  work.  We  believe  that 
the  arts  play  a  vital  role  in  our  daily  lives  and  that  interaction  with  the  arts  provokes  creative  thinking, 
which  is  good  for  business.  Support  of  the  arts  is  an  integral  part  of  PaineWebber's  corporate  philosophy." 

Donald  B.  Matron 
Chairman  and  Chief  Executive  Officer 
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dancers  have,  and  I  can  pass  Oil  what  I  know.  Thai  s  how  dance 
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continues-it  is  passed  from  generation  to  generation.  When 
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it  comes  to  performance.  ( he  American  Express*  Card  is 

AMERICAN  DANCE 

absolutely  essential  for  us  because  of  the  traveling  we  do.  We 

THEATER 

depend  on  it.  Ami  it  gives  us  the  freedom  to  do  what  we  do.  /  / 


A  relatively  inexpensive  Hong  Kong  film  is  a  big  hit 
for  U.S.  audiences.  Hollywood  may  yet  get  shaken 
from  its  expensive  complacency. 

See  Jackie 
break  his  neck 


By  Andrew  Tanzer 

Released  to  U.S.  theaters  in  Febru- 
ary, the  action  movie  Rumble  in  the 
Bronx  grossed  $29  million  in  its  first 
month,  a  major  success  for  a  foreign 
film.  In  Asia,  where  the  flick  was 
released  last  year,  Rumble  grossed 
over  S60  million. 

Obscene,  extravagant  overruns  arc 
threatening  Hollywood's  edge  in  the 
world  entertainment  business  (see sto- 
ry, p.  118).  It  is  becoming  increasingly 
clear  that  successful  entertainment 
can  be  made  elsewhere  at  a  more 
reasonable  cost.  Rumble,  filmed 
mainly  in  Vancouver,  Canada,  cost  its 
producer,  Hong  Kong-based  Golden 
Harvest  (hk)  Ltd.,  under  $15  million. 
The  average  cost  of  a  Hollywood 
movie  is  $36  million — $54  million  if 
you  include  advertising  costs. 

The  star  of  Rumble  is  42 -year-old 
Jackie  Chan,  long  a  movie  idol  in  Asia. 
Chan  is  no  Sylvester  Stallone  or  Ar- 
nold Schwarzenegger.  He  says  his 
models  are  the  great  silent-era  come- 
dians Buster  Keaton,  Charlie  Chaplin 
and  Harold  Llovd,  who  communicat- 
ed through  stylized  movement  rather 
than  by  dialogue. 

In  a  famous  scene  in  Safety  Last, 
Harold  Lloyd  hangs  perilously  off  the 
front  of  a  clock  face.  There's  a  carbon 
copy  scene  in  Chan's  1983  Project  A. 
But  w  hile  Lloyd  w  anted  to  make  peo- 
ple laugh,  Chan  uses  the  stylized 
movements  to  give  audiences  a  thrill 
of  danger. 

Chan's  movements  arc  based  on 
the  martial  arts.  Successor  to  the  kung 
fu  master  and  movie  star  Bruce  Lee, 
he  is  a  kung  fu  expert  adored  by 
audiences  for  his  hair-raising,  acro- 
batic stunts  and  deftly  choreographed 
fight  scenes. 


Golden  Harvest's  1992  Super  Cop 
there's  a  scene  where  Chan — him- 
self— jumps  from  the  top  of  a  mosque 
in  downtown  Kuala  Lumpur  to  grab  a 
rope  ladder  dangling  from  a  helicop- 
ter and  is  then  carried,  smashing 
through  billboards,  across  the  city. 

In  Rumble  in  the  Bronx,  Chan  is 
cornered  by  a  murderous  gang  on  the 
rooftop  of  a  multilevel  parking  lot.  He 
turns  and  leaps  to  a  narrow  balcony  a 
floor  lower  and  across  the  street,  over 
20  feet  away. 

To  remind  audiences  that  they're 
seeing  the  real  thing  and  not  some 
double  or  computer-generated  su- 


Hong  Kong 
film  star 
Jackie  Chan 
Crippling 
injuries 
to  show 
for  his  work. 


To  achieve  believability,  Chan  re- 
fuses to  use  a  double,  even  when 
filming  his  most  dangerous  scenes. 
"Jackie's  philosophy  is  that  the  audi- 
ence pays  money  to  see  him,  not  a 
double,"  says  Willie  Chan  (no  rela- 
tion), the  actor's  longtime  business 
manager. 

"In  Hollywood  now,  action  is  not 
real  life,"  insists  Jackie  Chan. 
"Schwarzenegger  uses  a  double  and 
doesn't  know  real  action.  In  Termi- 
nator 2,  the  special  effects  are  better 
than  Schwarzenegger.  If  the  audience 
wants  to  see  a  real  action  figure,  they 
should  look  at  Jackie  Chan." 

Chan  doesn't  earn  Barbra  Streisand 
or  Sylvester  Stallone-style  loot,  but  he 
pulls  dow  n  a  respectable  $4  million  to 
$5  million  a  picture,  including  a  share 
of  box  office  receipts,  and  he  pockets 
millions  more  as  a  pitchman  in  Asia 
for  such  companies  as  Mitsubishi  Mo- 
tors and  Canon. 

He  risks  his  neck  for  the  money.  In 


perman,  Chan  shrewdly  advertises  his 
botched  stunts  and  real-life  crippling 
injuries  in  his  signature  outtakes  fol- 
lowing each  film.  At  the  end  of  Rum- 
ble there's  a  shot  of  Jackie  fracturing 
his  ankle  in  a  mistimed  jump  onto  a 
moving  hovercraft. 

At  the  end  of  Super  Cop  an  outtake 
shows  Jackie  being  sideswiped  by  a 
helicopter  while  dangling  off  a  train. 

"The  Hong  Kong  movie  industry 
doesn't  have  Hollywood's  computer 
technology,  so  Jackie  feels  the  only 
way  we  can  compete  is  with  our 
unique  Hong  Kong  way,"  says  busi- 
ness manager  Chan.  "We  use  our 
physical  abilities,  our  body  power.  We 
stav  away  from  sci-fi  movies,  w  here 
we're  not  competitive  at  all." 

Later  this  year  Disney's  Miramax 
unit  will  distribute  two  of  Chan's 
earlier  films  to  U.S.  theaters.  Holly- 
wood, look  out.  That  near-monopo- 
ly may  not  be  as  secure  as  you  might 
think.  wm 
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Downsizing  and 
restructuring 
notwithstanding,  big 
business  hired  more 
people  last  year  than  it 
laid  off. 


By  Eric  S.  Hardy 
Illustrations  by  Greg  Couch 


Standard  political  oration:  We  must  crack  down  on 
big  business  because  it  is  restructuring  hundreds  of  thou- 
sands of  Americans  out  of  jobs.  Fact:  At  last  year-end  the 
Forbes  500s  companies  provided  full-time  jobs  for  the 
equivalent  of  20.4  million  people.  That  is  240,000  more 
than  big  companies  toted  up  in  our  directory  a  year  ago. 
This  uptick  in  employment  reverses  a  three-year  trend  of 
declining  employment. 

Employment  gains  unaccompanied  by  gains  in  output 
are  bad  news,  not  good  news.  Well,  this  is  good  news. 
Output  is  rising  faster  than  job  totals.  Productivity  gains 
are  particularly  visible  in  wholesaling  and  retailing.  The 
staff  of  drugstore  chain  Walgreen  went  from  36,000  to 
65,000  in  the  last  ten  years,  while  profits  per  employee  (in 
inflation-adjusted  dollars)  rose  46%.  Not  just  shareholders 
enjoy  this  bounty.  Consumers  benefit  mightily  from 


Sales  236 

^  Profits  248 

Assets  260 
Market  Value  270 
Jobs  and  Productivity  278 
Ranking  300 
Wall  Street  334 
Where  to  Find  the  Companies  376 


orbes  ■  April  22,  1996 


:31 


computerized  inventory  tracking. 

What  do  you  make  of  the  fact  that  McDonald's  em- 
ployed 197,500  full-time-equivalent  workers  in  1995,  a 
12%  increase  from  five  years  earlier?  If  you  are  a  pessimist, 
we  are  becoming  a  nation  of  hamburger-flippers.  If  you 
are  an  optimist,  the  economy  is  strong.  As  middle  income 
families  become  more  prosperous,  they  spend  more  of 
their  income  on  conveniences  like  fast  food.  Are  those 
low  wage  hamburger  flippers  laid-off  steelworkers?  Only 
in  Labor  Secretary  Reich's  imagination.  Most  of  them  are 
teenagers  or  young  people  in  their  first  jobs. 

Much  is  made  of  the  175,000  jobs  shed  by  IBM  between 
1985  and  1995.  But  look  at  the  gains  at  Intel  (employ- 
ment up  73%,  to  40,500,  in  ten  years)  and  Seagate 
Technology  (up  1,260%,  from  4,700  to  64,000,  in  ten 
years).  The  fact  is  that  high  tech  is  creating  more  jobs  than 
it  is  eliminating. 

It's  an  obvious  fact,  but  few  people  grasp  it:  The  more 
profit  an  employee  contributes,  the  more  eager  the 
employer  is  to  employ  him  or  her.  The  1991  Forbes  500 
survey  listed  4,800  Microsoft  employees;  the  average 
worker  contributed  an  inflation-adjusted  $86,000  to 
Microsoft's  1990  profits.  Microsoft  now  has  nearly  four 
times  as  many  employees,  with  each  person  contributing 
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General  Electric 
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Motorola 

21 

34 

96 
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General  Motors 

1 
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28 

27 
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Exxon 

3 
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NationsBank 

55 

26 
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Ford  Motor 

2 

6 

4 

25 

29 

Travelers  Group 

46 

32 

18 

57 
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International  Business  Machines 

6 

5 

30 

8 

30 

Merrill  Lynch 

31 

56 

11 

125 

5 

Philip  Morris  Cos 

10 

4 

39 

5 

31 

American  Express 

53 

40 

20 

46 

7 

Citicorp 

17 

8 

3 

24 

32 

Dow  Chemical 

34 

24 

92 

49 

8 

Wal-Mart  Stores 

4 

14 

56 

12 

33 

Chevron 

18 

73 

63 

28 

9 

AT&T 

5 

454 

26 

3 

34 

BellSouth 

44 

40 

67 

26 

10 

Chase  Manhattan 

22 

12 

2 

36 

35 

Loews 

48 

35 

34 

133 

11 

El  du  Pont  de  Nemours 

11 

10 

57 

17 

36 

First  Union 

106 

42 

15 

69 

11 

Procter  &  Gamble 

14 

13 

76 

11 

37 

Bristol-Myers  Squibb 

73 

33 

169 

21 

13 

Hewlett-Packard 

16 

16 

82 

13 

38 

JP  Morgan  &  Co 

71 

48 

10 

77 

14 

Mobil 

8 

20 

52 

18 

39 

Sears,  Roebuck 

13 

64 

66 

58 

15 

American  International  Group 

23 

18 

14 

20 

40 

Ameritech 

77 

25 

101 

37 

16 

BankAmerica 

33 

15 

5 

40 

41 

Bell  Atlantic 

76 

30 

86 

39 

16 

Federal  National  Mortgage  Assn 

30 

22 

1 

30 

42 

Texaco 

12 

105 

85 

50 

18 

Coca-Cola 

43 

11 

151 

2 

43 

Columbia/HCA  Healthcare 

45 

61 

112 

44 

19 

Merck 

50 

9 

90 

6 

43 

SBC  Communications 

88 

28 

100 

34 

20 

Johnson  &  Johnson 

40 

19 

124 

9 

45 

Federal  Home  Loan  Mortgage 

125 

58 

13 

80 

21 

PepsiCo 

19 

38 

83 

14 

46 

American  Home  Products 

80 

37 

106 

35 

22 

Chrysler 

9 

23 

40 

47 

47 

Banc  One 

133 

49 

25 

79 

23 

GTE 

35 

17 

58 

22 

48 

Walt  Disney 

95 

44 

149 

16 

24 

Amoco 

20 

29 

72 

29 

49 

Eastman  Kodak 

63 

50 

159 

43 

24 

Intel 

56 

7 

130 

15 

50 

Atlantic  Richfield 

59 

45 

87 

61 

■Not  on  500  list. 

This  composite  ranking  of  bigness  rates  companies  on  their  best  three  scores  among  our  four  main  rankings  (sales, 
net  profits,  assets  and  market  value).  A  giant  can  get  on  the  list  even  in  a  year  in  which  it  loses  money. 
Eastman  Kodak  rates  as  big  even  though  its  assets  are  nothing  much. 
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$102,000  in  profits.  Netscape  Communications  didn't 
even  exist  in  1991;  it's  on  the  list  now  (by  dint  of  market 
value),  with  400  people. 

Take  health  care.  When  the  media  mention  health  care, 
the  phrase  is  usually  coupled  with  the  term  "crisis."  But 
think  of  the  jobs  created  by  our  growing  spending  on 
medicine.  In  1995  the  54  Forbes  500s  health  care 
companies  employed  1.25  million  people,  a  17%  increase 
over  the  number  employed  by  52  health  care  companies  in 
last  year's  director)'.  That's  200,000  additional  jobs — net. 

One  success  story  in  the  health  care  business  is  HBO  &  Co., 
which  provides  detailed  cost  and  clinical  analysis  for  hospi- 
tals. HBO  provided  jobs  for  about  2,000  people  ten  years  ago; 
;  now  hbo's  payroll  stands  at  3,000,  and  the  company's  shares 
;  are  worth  $3.9  billion.  HBO  added  workers,  not  because  it  is 
|  goodhearted,  but  because  it  paid  to  do  so. 

Restructuring  is  destroving  jobs?  The  rising  stock  market 
";  does  not  reflect  the  fortunes  of  the  average  American? 
f  Consider  these  facts  before  you  fall  for  those  cliches:  The 
>  number  of  people  employed,  132  million,  is  14%  higher 
$  than  a  decade  ago.  The  unemployment  rate  is  near  its  low 
for  the  last  20  years. 

But  not  all  regions  have  fared  equally  well.  The  map  on 
page  234  shows  the  shifts  in  headquarters  location  for 
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First  Chicago  NBD 
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53 
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61 
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37 
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75 

67 
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Emerson  Electric 
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72 
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56 
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118 

36 
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33 

80 

RJR  Nabisco 

58 

119 

69 
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57 

McDonald's 

121 

43 

147 

27 

82 

ITT  Hartford  Group 

94 

131 

23 

231 

58 

Sara  Lee 

41 

81 

192 

70 

83 

Sprint 

86 

70 

150 

95 

59 

Nynex 

79 

60 

79 

55 

84 

Anheuser-Busch  Cos 

111 

76 

227 

65 

60 

Berkshire  Hathaway 

277 

106 

71 

19 

85 

Aetna  Life  &  Casualty 

84 

279 

29 

142 

60 

Caterpillar 

57 

54 

135 

85 

86 

Viacom 

'  98  ' 

316 

75 

84 

62 

Norwest 

155 

69 

32 

97 

87 

U  S  West  Communications  Group 

126 

51 

137 

81 

63 

Cigna 

39 

330 

22 

139 

88 

Fleet  Financial  Group 

153 

122 

28 

113 

63 

Microsoft 

159 

31 

244 

10 

88 

Texas  Instruments 

83 

59 

243 

121 

65 

Southern  Co 

129 

57 

70 

74 

90 

Rockwell  International 

78 

92 

197 

94 

66 

Home  Depot 

60 

104 

283 

45 

91 

Compaq  Computer 

65 

90 

269 

111 

67 

Wells  Fargo 

237 

63 

43 

104 

92 

KeyCorp 

201 

89 

35 

143 

68 

United  Technologies 

29 

95 

140 

87 

93 

Union  Pacific 

157 

71 

117 

82 

69 

Eli  Lilly 

180 

21 

161 

31 

94 

Dean  Witter  Discover  &  Co 

151 

80 

55 

138 

70 

First  Interstate  Bancorp 

261 

78 

38 

98 

95 

ConAgra 

24 

140 

183 

112 

70 

Xerox 

~TP" 

■ 

80 

'  "83"  ' 

96 

Raytheon 

37 

87 

230 

93 

72 

Lockheed  Martin 

27 

113 

129 

75 

97 

May  Department  Stores 

102 

94 

221 

91 

73 

AlliedSignal 

67 

79 

190 

71 

98 

Aluminum  Co  of  America 

92 

88 

173 

110 

74 

JC  Penney 

32 

82 

133 

106 

99 

Archer  Daniels  Midland 

85 

85 

214 

126 

75 

Bank  of  New  York 

229 

75 

41 

120 

99 

Monsanto 

134 

99 

215 

63 

■Not  on  500  list. 
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The  grand  totals 

Category                              1995           Change  15-year 

total             over  growth 

1994  rate* 


mm* 


companies  that  qualify  for  the  Forbes  500s.  In  the  past  ten 
years  first-place  California  gained  20  Forbes  500s  compa- 
nies. Other  states  w  ith  healthy  gains  include  Alabama  and 
Georgia.  Not  all  of  the  Sunbelt  saw  dramatic  increases  in 
the  number  of  new  large  companies,  however.  Texas, 
despite  the  relative  decline  in  the  energy  industry,  picked 
up  one  company.  (For  more  on  the  myth  ot'shrinking  job 
and  income  opportunities,  see  p.  145.)  H 


Sales  500 
Profits  500 
Assets  500 
Market  value  500 

Total  employment 
of  787  companies 

'Annualized. 


$4.5  trillion 
285.0  billion 
10.6  trillion 
5.0  trillion 

20.4  million 


Making  the  cut 

Sales 

1985  $1,251 
1995  2,246 

Pittston 
Comdisco 

Profits 

1985  54.6 
1995  122.0 

American  Family 
Manville 

Assets 

1985  2,291 
1995  3,299 

Life  Investors 
Fidelity  Federal  Bank 

Market  value 

1985  823 
1995  2,312 

Revco  DS 

General  Nutrition  Cos 

All  figures  are  in  millions  of  dollars. 

10.0% 
137 
9.7 
33.2 

1.2 


4.5% 
5.2 
8.0 
11.3 

-0.7 


The  Forbes  500s 
companies  make 
a  significant 
contribution  to 
the  economy, 
accounting  for 
about  1  in  6  non- 
government 
workers.  The  com- 
bined sales  fig- 
ure, however,  can- 
not be  compared 
with  GDP  because 
sales  don't 
directly  measure 
value  added. 


Alaska 
0 
0 


OR 


CA 


WA 

10 
12 


7 
6 

NV 


MT 


UT 


102 
82 


AZ 


•  Hawaii 
3 
4 


California  has  the  most 
Forbes  500s  companies;  sec- 
ond-place New  York  lost  the 
most  companies  since  1985. 


Placing  the  Forbes  500s 


WY 


0 
0 

CO 


9 

10 


NM 


ND 


SD 


NE 


MN 


23 
21 


wi 


1 
0 

6 
4 


KS 


5 
4 

MO 


TX 


2 
4 

OK 


53 
52 


25 
23 


1995 
1985 


7 

10 


AR 


LA 


CT  < 

32 

34 

^  NJ 

DE 

32 

6 

35 

7 

FL 


16 
21 


•  Puerto  Rico 
1 
1 
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Inside  every 
person  who  needs 
a  minivan  is  someone 
who  swore  they'd 
never  buy  one. 


Okay,  so  you've  got  the  kids,  the  house  and 
the  dog.  But  don't  think  for  one  minute  that 
the  free  spirit  inside  of  you  is  going  to  let  you 
buy  one  of  those  thingamajigs  with  the  heavy 
sliding  door  and  the  clunky  third  seat.  No  way. 
Not  when  there's  Odyssey.  With  four  doors, 
power  windows  and  a  unique  fold-away  third 
seat,  it's  the  minivan  for  people  who  deep 
down  inside  aren't  "minivan  people."  And 
now,  here's  the  800  number  for  people  who 
deep  down  inside  aren't  "800  number  people!' 
Call  l-800-33-HONDA,ext.l56.  (Or  try  us 
on  the  Internet  at  http://www.honda.com.) 


SI3EDGHIEZO 

Odyssey 


The 
Honda 
of 

M  i  n  i  v  a  n  s 


Losers 


Rank  Company  Sales  % 

'95       '94       .  ($mil)  change 


General  Motors  takes 
first  place  for  the 
eleventh  straight  year, 
maintaining  its  lead 
over  Ford. 

By  Ronald  Boone  Jr. 


A  LACKLUSTER  economy?  Hardly.  Over  half 
of  America's  500  largest  corporations  ranked 
by  sales  had  double-digit  sales  growth  in 
1995.  Only  11%  suffered  a  decline.  The 
combined  revenues  of  the  Forbes  Sales  500: 
$4.5  trillion,  up  10%  from  a  year  ago. 

The  lone  company  to  lose  its  spot  among 
the  top  ten  was  Sears,  Roebuck,  which  was 
displaced  by  Chrysler  Corp.  This  isn't 
because  Sears  is  falling  apart,  however. 
Rather,  Sears  is  breaking  apart:  Allstate  now 
has  its  own  entry  at  position  28.  H 


Winners 


Rank  Company  Sales  % 

'95      '94  ($mil)  change 


356 

i 

Comcast 

3,363 

144.5 

250 

112 

Baxter  International 

5,048 

-45.9 

331 

■ 

Applied  Materials 

3,596 

97.0 

453 

272 

Chiquita  Brands  Intl 

2,566 

-35.2 

299 

485 

Micron  Technology 

3,972 

90.8 

412 

247 

Masco 

2,927 

-34.5 

166 

279 

General  Re 

7,210 

87.9 

192 

122 

Westinghouse 

6,296 

-28.8 

428 

i 

UtiliCorp  United 

2,799 

84.8 

324 

209 

WR  Grace 

3,666 

-28.0 

I  Not  on  500  list  in  1994. 


Comcast  rose  to  the  top  in  sales  growth  in  1995  by  dint 
of  its  acquisition  of  QVC  early  last  year. 


As  in  the  case  of  Baxter  International,  a  large  sales 
decline  often  stems  from  discontinued  operations. 
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Rank 

Company 

Sales 

% 

'95 

-94 

($mil)  change 

1 
1 

1 
1 

r.pnpral  MntnrQ 

UCllCldl  IV1UIUID 

9.0 

2 

2 

Forri  Mntor 

137,137 

6.8 

3 

3 

Exxon 

107,893 

8.2 

4 

4 

Wal-Mart  Stores 

93,627 

13.5 

5 

5 

AT&T 

79,609 

6.0 

6 

6 

IBM 

71,940 

12.3 

7 

7 

General  Electric 

70,028 

16.5 

8 

8 

Mobil 

64,767 

9.8 

9 

11 

Chrysler 

53,195 

1.9 

10 

10 

Philip  Morris  Cos 

53,139 

-1.2 

11 

13 

du  Pont  de  Nemours 

36,508 

7.2 

12 

14 

Texaco 

35,551 

9.3 

13 

9 

Sears,  Roebuck 

34,925 

5.8 

14 

16 

Procter  &  Gamble 

34,923 

10.6 

15 

12 

Kmart 

34,654 

1.0 

16 

19 

Hewlett-Packard 

33,503 

25.9 

17 

15 

Citicorp 

31,690 

0.1 

18 

17 

Chevron 

31,322 

3.2 

19 

18 

PepsiCo 

30,421 

6.8 

20 

20 

Amoco 

27,066 

3.9 

21 

26 

Motorola 

27,037 

21.5 

22 

■ 

Chase  Manhattan 

26,220 

9.8 

23 

25 

American  Intl  Group 

25,874 

15.3 

24 

21 

ConAgra 

24,651 

1.9 

25 

23 

Kroger 

23,938 

4.3 

26 

28 

Dayton  Hudson 

23,516 

10.3 

27 

24 

Lockheed  Martin 

22,853 

-0.2 

28 

■ 

Allstate 

22,793 

6.2 

29 

30 

United  Technologies 

22,624 

8.8 

30 

33 

Federal  Natl  Mort 

22,249 

19.8 

31 

37 

Merrill  Lynch 

21,513 

18.0 

32 

29 

JC  Penney 

21,419 

1.6 

33 

43 

BankAmerica 

20,386 

24.0 

34 

31 

Dow  Chemical 

20,200 

0.9 

35 

32 

GTE 

19,957 

2.2 

36 

55 

International  Paper 

19,797 

32.3 

37 

27 

Boeing 

19,515 

-11.0 

38 

41 

Price/Costco 

18,982 

11.4 

39 

35 

Cigna 

18,955 

3.1 

40 

48 

Johnson  &  Johnson 

18,842 

19.8 

41 

42 

Sara  Lee 

18,335 

10.0 

42 

36 

American  Stores 

18,309 

-0.3 

43 

45 

Coca-Cola 

18,018 

11.4 

44 

40 

BellSouth 

17,886 

6.2 

45 

91 

Columbia/HCA 

17,695 

59.0 

46 

34 

Travelers  Group 

17,624 

-4.6 

47 

47 

Fleming  Cos 

17,502 

11.1 

48 

72 

Loews 

17,219 

39.9 

49 

46 

AMR 

16,910 

4.8 

50 

54 

Merck 

16,681 

11.4 

51 

38 

Xerox 

16,611 

-6.9 

52 

44 

Supervalu 

16,530 

1.0 

53 

51 

American  Express 

16,445 

8.2 

54 

49 

Safeway 

16,398 

4.9 

55 

64 

NationsBank 

16,327 

24.5 

56 

86 

Intel 

16,202 

40.6 

■  Not  on  500  list  in  1994. 
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Rank 

Company 

Sales 

% 

•95 

■94 

($mil)  change 

57 

56 

Caterpillar 

16,072 

12.2 

58 

50 

RJR  Nabisco 

16,008 

4.2 

59 

53 

Atlantic  Richfield 

15,819 

5.2 

60 

71 

Home  Depot 

15,470 

24.0 

61 

61 

MCI  Communication 

15,265 

14.4 

62 

129 

Federated  Dept  Strs 

15,049 

81.0 

63 

60 

Eastman  Kodak 

14,980 

10.5 

64 

57 

UAL 

14,943 

7.1 

65 

93 

Compaq  Computer 

14,755 

35.8 

66 

59 

Digital  Equipment 

14,440 

4.8 

67 

66 

AlliedSignal 

14,346 

11.9 

68 

63 

McDonnell  Douglas 

14,332 

8.8 

69 

67 

Georgia-Pacific 

14,292 

12.2 

70 

94 

Lehman  Bros  Holding 

14,281 

32.1 

71 

82 

JP  Morgan  &  Co 

13,838 

16.1 

72 

■ 

Kimberly-Clark 

13,789 

15.1 

73 

81  Bristol-Myers  Squibb 

13,767 

14.9 

74 

65 

McKesson 

13,582 

4.3 

75 

52 

Minn  Mining  &  Mfg 

13,460 

-10.7 

76 

58 

Bell  Atlantic 

13,430 

-2.6 

77 

70 

Ameritech 

13,428 

6.8 

78 

90 

Rockwell  Intl 

13,420 

20.4 

79 

62 

Nynex 

13,407 

0.9 

80 

120  American  Home  Prod 

13,376 

49.2 

81 

75 

Phillips  Petroleum 

13,368 

9.5 

82 

73 

Goodyear 

13,166 

7.1 

83 

99 

Texas  Instruments 

13,128 

27.3 

84 

39 

Aetna  Life  &  Cas 

12,978 

-25.9 

85 

76 

Archer  Daniels 

12,971 

6.5 

86 

69 

Sprint 

12,765 

6.5 

87 

85 

Sysco 

12,722 

10.1 

88 

84  SBC  Communications 

12,670 

9.0 

89 

78 

IBP 

12,668 

4.9 

90 

83 

Albertson's 

12,585 

5.8 

91 

87 

Winn-Dixie  Stores 

12,567 

10.6 

92 

104 

Alcoa 

12,500 

26.2 

93 

79 

Delta  Air  Lines 

12,250 

1.6 

94 

■ 

ITT  Hartford  Group 

12,150 

9.4 

95 

95 

Walt  Disney 

12,128 

14.1 

96 

97 

Weyerhaeuser 

11,788 

13.4 

97 

103 

Raytheon 

11,716 

17.0 

98 

149 

Viacom 

11,689 

58.7 

99 

106 

Ashland 

11,495 

19.5 

100 

108 

Apple  Computer 

11,378 

19.1 

101 

101 

USX-Marathon 

11,163 

9.3 

102 

74 

May  Dept  Stores 

10,952 

-10.4 

103 

111 

Morgan  Stanley 

10,797 

15.2 

104 

109 

Walgreen 

10,682 

12.2 

105 

■ 

First  Chicago  NBD 

10,681 

25.2 

lUo 

■ 

First  Union 

1  n  rqq 

OJ.l 

107 

110 

Deere  &  Co 

10,520 

12.0 

108 

107 

CSX 

10,504 

9.3 

109 

100 

Coastal 

10,448 

2.3 

110 

113  Occidental  Petroleum 

10,423 

12.9 

111 

80 

Anheuser-Busch  Cos 

10,340 

3.1 

112 

121 

Emerson  Electric 

10,294 

15.9 

Rank 

Company 

Sales 

% 

'95 

'94 

($mil)  change 

113 

134 

Alco  Standard 

10,272 

24.5 

114 

102 

WMX  Technologies 

10,248 

1.5 

115 

118 

TRW 

10,172 

11.9 

116 

98 

Great  A&P  Tea 

10,101 

-2.2 

117 

132 

Pfizer 

10,021 

21.0 

118 

116 

Abbott  Laboratories 

10,012 

9.4 

119 

115 

Federal  Express 

10,005 

8.9 

120 

105 

Textron 

9,973 

3.0 

121 

128 

McDonald's 

9,795 

17.7 

122 

88 

Melville 

9,689 

-14.1 

123 

124 

Fluor 

9,644 

13.6 

124 

96 

Pacific  G&E 

9,622 

-7.9 

125 

153 

Federal  Home  Loan 

9,519 

36.2 

126 

■ 

U  S  West  Commun 

9,484 

3.4 

127 

123 

Toys  'R'  Us 

9,427 

7.8 

128 

119 

Enron 

9,189 

2.3 

129 

130 

Southern  Co 

9,180 

10.6 

130 

117 

Northwest  Airlines 

9,085 

-0.6 

131 

114 

Pacific  Telesis 

9,042 

-2.1 

132 

141 

HJ  Heinz 

8,997 

18.2 

133 

137 

Banc  One 

8,971 

14.2 

134 

133 

Monsanto 

8,962 

8.3 

135 

126 

Marriott  Intl 

8,961 

6.5 

136 

169 

Salomon 

8,933 

42.3 

137 

77 

Tenneco 

8,899 

-26.9 

138 

140 

Bergen  Brunswig 

8,841 

15.8 

139 

151 

Johnson  Controls 

8,659 

21.2 

140 

145 

CPC  International 

8,431 

13.6 

141 

127 

Edison  International 

8,405 

0.7 

142 

■ 

ITT  Industries 

8,382 

15.0 

143 

139 

Sun  Co 

8,370 

8.7 

144 

142 

Colgate-Palmolive 

8,358 

10.2 

145 

135 

Whirlpool 

8,347 

3.0 

146 

143 

Bankers  Trust  NY 

8,309 

10.7 

147 

131 

Woolworth 

8,224 

-0.8 

148 

136 

Food  Lion 

8,211 

3.5 

149 

156 

Cardinal  Health 

8,180 

18.5 

150 

147 

Time  Warner 

8,067 

9.1 

151 

160 

Dean  Witter  Discover 

7,934 

20.2 

152 

150 

Limited 

7,881 

7.7 

153 

■ 

Fleet  Finl  Group 

7,875 

16.4 

154 

158 

Dana 

7,787 

15.1 

155 

179 

Norwest 

7.582 

25.7 

156 

154 

Campbell  Soup 

7,581 

9.3 

157 

138 

Union  Pacific 

7,486 

-4.0 

158 

152 

USAir  Group 

7,474 

6.8 

159 

203 

Microsoft 

7,419 

40.9 

160 

185 

Stone  Container 

7,351 

27.9 

161 

161 

Amerada  Hess 

7,302 

10.6 

1  CO 

1  C7 

lb/ 

Tosco 

7  OQA 

1  A  A 
14.4 

163 

163 

Equitabie  Cos 

7,274 

12.8 

164 

157 

Unocal 

7,235 

4.8 

165 

183 

Reynolds  Metals 

7,213 

22.7 

166 

279 

General  Re 

7,210 

87.9 

167 

173 

Aflac 

7,191 

17.7 

168 

■ 

Pharmacia  &  Upjohn 

7,095 

4.0 
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Wfc  LAIN  IAjve  lUU  To  Destinations  All  Over  The  Wor 

Where  Your  Mind  Travels  Is  Up  To  You. 


A  long  flight  can  seem  shorter  when  your  mind  has  a  few  diversions.  That's  why  our  newly  enhanced  International  Bi 

PERSONAL     VIDEO  UNITS 
With  each  Sony  Video  Walkman™  VCR  you  get  a  choice  of  10  current  movie  titles.  So  you  have  the  power  to  watch  wr 

T  E  N     FEATURE     FILM  CHOICES 
The  idea  is  to  give  you  greater  control  over  your  flight  experience.  So  plan  your  next  international  business  flight  4 


INTERNATIONAL         B     U    S    I    N    E  S 


EUROPE 


SOUTH  AMERICA 


JAPAN 


AmericanAirlines 

Something  special  in  the  air. 


■  111.  IUIIUI.M  UHfcW  tfWU 


Rank 

Company. 

Sales 

% 

'95 

'94 

....  y^iST 

($mil)  change  | 

169 

174 

Lowe's  Cos 

7  n7fi 
/,U/D 

i  fi  q 

1D.0 

i  in 
1/U 

1  CQ 

loo 

rrij  inoustnes 

7  nfifi 

1 1  fi 
11.3 

I7l 

1  C  fl 

164 

Warner-Lambert 

7  ri^n 
/,IMU 

Q  7 

y./ 

172 

1  CO 

162 

Kellogg 

7  (\f\A 
/,UU4 

fi  7 

b./ 

1/0 

Oil 

Champion  Intl 

fi  Q79 
0,37 1 

91  1 

ji.i 

174 

170 

Unicom 

6,910 

10.1 

1  "7C 

1/0 

Eaton 

K  89? 
u,ott 

19  7 
It./ 

176 

159 

Northrop  Grumman 

b.olo 

1  fi 

l.b 

177 

197 

James  River  Corp  Va 

c  Qnn 

9fi  fi 
10.0 

178 

1/5 

•jiilette 

G  7QEI 

1  1  Q 

11. 3 

179 

i  on 

180 

Coca-Cola  Enterprise 

C  779 

u,//o 

1  9  7 

180 

187 

Eli  Lilly 

6,764 

18.4 

1  O  1 

181 

177 

Honeywell 

C  79  1 

u,/ol 

i  i  i 

182 

210 

Circuit  City  Stores 

C  CQC 

b.bob 

91  fi 
31.6 

1  00. 

its  J 

155 

Lincoln  National 

c  coo 
b,Djj 

&  A 
—4.4 

1  OA 

252 

Best  Buy 

c  fiQO 

fi9  9 
Ot.O 

1QC 

lob 

166 

Consolidated  Edison 

C  t07 

o.jo/ 

9  C 
1.0 

186 

218  RR  Donnelley  &  Sons 

6,512 

33.2 

1  87 
10/ 

221 

Ampriran  f^pnpral 

MM  ICI  1 U  a  1 1  O"  lit  l  a  I 

0,40J 

1J  9 
04. t 

1  Qfi 
100 

176 

USX-US  Steel 

U  JA  U  J  O  ICC  1 

fi  /Ififi 
0,400 

K  A 
0.4 

lor 

200 

in  M  irrnevctpmc 
ouii  i vi i c i o ici 1 1 o 

fi  oon 

1Q  fi 
1  o.o 

iyu 

191 

101 

lldVDLdl  Mill 

C  9fiQ 

b.ojo 

19  9 

1  Q1 

■ 

ITT 

fi  9/lfi 

99  9 

192 

122 

Westinghouse 

6,296 

— 28.8 

1  Q"9 

iyj 

181 

Fntpr  cm 

C  071 
b,t/4 

fi  9 

1  QA 

iy^ 

14U 

Unisys 

c  ono 

1  C  9 
— ID.Z 

213 

Rurlincrtnn  ^anta  Fp 

DUI  II!  IfJIUII    Jallla  rc 

fi  189 
b.loj 

99  8 

tO.O 

1  QC 

iyo 

195 

Lord! 

C  1  70 

b,l/y 

1  9  fi 
lo.3 

1  Q7 

iy/ 

182 

Pnh  ^ur  Fnfprnricp 

ruu  OVL.  LIUCI \J\ IbC 

C  1  fid 

b,lb4 

A  9 
4Y 

198 

227 

PNC  Bank 

6,110 

6.0 

1  QQ 

iyy 

199 

Transamerica 

film 

1  9  0 

lo.y 

onn 

tUU 

188 

Chubb 

fi  nQQ 
b.Uoy 

C  fi 

b.b 

oni 

198 

KeyCorp 

o,Ud4 

1  9  7 
It./ 

ono 

250 

NIKE 

£  QC  1 

9C  0 

tUo 

172 

Quaker  Oats 

fi  Qfirt 

A  1 

-4.1 

204 

231 

Arrow  Electronics 

5.919 

27.3 

OHK 
tUO 

193 

Dillard  Dept  Stores 

C  01  0 

C  7 

b./ 

one 

tUO 

229 

Browning-Ferris  Inds 

fi  01  7 

o,y  i  / 

9C  C 

tu/ 

144 

American  Brands 

c  one 

9  1  9 

ono 

tUO 

219 

Union  Carbide 

C  000 

5,000 

oi  n 
21. U 

OOQ 

216 

Tandy 

fi  Qon 

0,000 

1 0  1 
10.1 

210 

184 

Southland 

5,825 

1.0 

01  1 
til 

189 

Continental  Airlines 

c  ooc 
5,825 

2.7 

tit 

192 

Ralston  Purina 

5,804 

15.5 

Oil 

211 

Merisel 

c  ono 
5,802 

07  7 

014 
t  1*4 

204 

Dresser  Industries 

C  77C 

\  P  O 

10. u 

1 1  D 

202 

Tyson  Foods 

5,732 

8.5 

01  fi 

240 

Ingersoll-Rand 

C  790 

J, ltd 

97  1 

217 

186 

Halliburton 

5,699 

3.4 

218 

194 

American  Electric 

5,670 

3.0 

219 

190 

Texas  Utilities 

5,639 

-0.4 

220 

196 

FPL  Group 

5,592 

3.1 

221 

284 

United  HealthCare 

5,511 

51.0 

222 

270 

Seagate  Technology 

5,493 

38.3 

223 

253 

Manpower 

5,484 

27.6 

224 

217 

Dun  &  Bradstreet 

5,415 

10.6 

■  Not  on  500  list  in  1994 


Rank 

Company 

Sales 

% 

'95 

'94 

($mil)  change 

905 

t  t  J 

too 

5  411 

1  q  n 

1  «7.U 

226 

225 

01  rdui  V/uo 

5,410 

15.1 

007 

tt  1 

206 

PnvMpupr  Hpa Ith 
ruAivicjrci  n cat  ii  1 

5,393 

4.3 

228 

257 

Rifp  Aid 

r\iic  miu 

5,369 

26.1 

OOQ 

t  JO 

DdllK  Ul  IMcW  luirv 

fi  177 

9fi  9 

t  J.O 

230 

271 

PaineWebber  Group 

5,320 

34.2 

0^1 

L  J  J 

Offirp  Rpnnt 

5  313 

24  5 

t4.  J 

232 

223 

CLJ 

UUI 1  III  15 

5,313 

11.4 

00,0. 
too 

9.flfi 

ouo 

L/tll  i^UIIIUULCl 

S  ?QK 

J,t  70 

S?  A 

Jt.4 

0^4 

9?!! 

LLu 

P nncnl  Prpiohtuuauc: 
v*ui laui  r  1  cigi iiwdy 0 

5  281 

1?  8 

lt.0 

O^R 

It  J 

npnpral  Millc 
Ucllcial  IVIIII3 

5  262 

3  3 

O.J 

236 

220 

Genuine  Parts 

5,262 

8.3 

CO  1 

1 1 J 

UUpIIc  Faron 

VTCIIj  IdlgU 

5,246 

fi  7 

038 
too 

tt4 

P nmminc  Fnainp 
V^UM  III  III  lo  L-llglllC 

fi  ?4S 

J,C4  J 

in  7 

1U./ 

239 

267 

AMP 

5,227 

29.8 

240 

Ampriran  ^tanHarrl 

MIIICIILdll   O  Id  1  lUdl  u 

5  221 

17 1 

041 

Mead 

5 179 

i  J.O 

242 

226 

Ryder  System 

5,167 

10.3 

243 

232 

Hni  iQphnl  H  1  ntl 
nuujci iuiu  iiiu 

5 144 

11.8 

244 

260 

tuu 

Rhnnp-Pniilprir  P nrpr 
imiuiic  ruuitin,  rxuici 

5 142 

23  2 
t  j.t 

245 

230 

^rhpri  no-Plrti  ioh 
ouiiciuig  r luugi i 

5,104 

9  K 

J.U 

246 

263 

Rakp  Pacradp 

5  074 

22.6 

247 

tit 

vuiii  vUo 

5  071 

1  q 
i.j 

248 

214 

VF 

5,062 

1.8 

249 

248 

Prnu/n  PnrU  fi  ^pal 
wiuvvn  uuin  ot  ocdi 

S  dfid 

13  S 

10.  J 

250 

112 

Raytpr  Intprnatinn^l 
urJA lci  1 1 1 lci  i  id liui  id i 

5,048 

-45.9 

251 

251 

Factman  Phpmiral 

L-dOLIIIOII  vl  ICI  1  lltdl 

5,040 

16.4 

252 

289 

Rpi/rn  Pi's 

fi  fnd 

0/  .t 

253 

g 

Tplp-Pftm-TPI 

ICICV^UIII    1  \s  [ 

5  022 

NA 

254 

234 

Panhandle  Eastern 

4,968 

8.3 

255 

256 

Case 

4,937 

15.8 

256 

275 

1  unnHpll  Ppfrnrhpm 
uy ui  iuci  i  r  cli  uui  ici  n 

4  936 

28  0 

257 

233 

Cnnn&r  1  ndi  ictriPQ 

UUU|JCI    1 1 IU  U3 11  ICj 

4  886 

6  5 

258 

222 

Rpthlphpm  ^tppl 

□  ClIIICllClll  OLCCl 

H,OUO 

i  n 

i.U 

259 

244 

Parrar 
r  dULfdi 

4  848 

8  0 

o.u 

260 

281 

Tyco  International 

4,843 

26.7 

261 

259 

Firct  Infprctafp  Rnrn 

rllSl  IlllCljldlC  DIII.U 

4  828 

11  7 

10./ 

262 

A  mpri  ^ni  irrp  Hpalth 

Ml  MCI  1  JUUI  lc  ncdi  11 1 

4  822 

9  2 
o.t 

263 

282 

Avnet 

i  7Q8 

H,  /  70 

?S  8 

t  J.O 

264 

241 

Inland  MppI  IndQ 

IllldllU    OlCCl  IllUi 

4  781 

fi  1 

U.J 

265 

242 

Fr  liPrrl 
L.L  f\c  1  u 

4  772 

7  8 

/  .0 

266 

205 

Black  &  Decker 

4,766 

-9.2 

267 

333 

1  par  ^patino 
L-Cdl   OcdLII  Ig 

i  7 1 4 

4,  /  14 

4Q  8 

47.0 

too 

tHJ 

UUric  ruWcT 

&  K77 

4,0  /  / 

4.t 

269 

397 

Tpnpf  Hpalthparp 
ICIICL  ncdlLIILdlC 

i  K71 

4,0/1 

71  fi 

/  1 .0 

070 

tuo 

R i nH Ipu  \A/oc tp r n  1  n H c 

Diiiuicy  vvcbiciii  inub 

A  K7fl 
4,0/U 

Ifi  8 

1  J.O 

271 

235 

Nnrfnllt  ^niithprn 
liui  lum  juu ii  ici  1 1 

4,668 

1.9 

272 

243 

riAmin  inn  Pacai  irrpc 

L/UI 1  III  IIUI 1  ncbUUILCo 

4,OJt 

1  fi 

0.0 

273 

300 

Humana 

4,605 

28.8 

274 

273 

Mellon  Bank 

4,514 

14.1 

275 

268 

FMC 

4,510 

12.4 

276 

254 

Avon  Products 

4,492 

5.3 

277 

276 

Berkshire  Hathaway 

4,488 

16.6 

278 

277 

TJX  Cos 

4.448 

15.7 

279 

332 

HF  Ahmanson 

4,398 

34.2 

Rank 

Company 

Sales 

% 

'95 

•94 

($mii)  change 

£.0\J 

£.00 

Han 

A  IQfi 

4,0  JJ 

18  1 

10.1 

9R1 

c.O  1 

dCc. 

Rpar  ^tparnc  Pnc 
Deal  Olcdillb  LUj 

A  989 
4,000 

9.9  7 
Ot./ 

79.0 

t-Oc. 

CO  J 

1  TV 

LI  V 

A  ?89 
4, tOO 

— 0.4 

283 

313 

1 1  ninn  Pamn 

IslllUII  \-r  a  1 1 1  yJ 

4,212 

24.0 

0R4 

£04 

L  U  J 

PFPO  Fnprcrv 

A  18K 
4,100 

1  fi 

0.0 

285 

323 

Phelps  Dodge 

4,185 

111 

too 

J  J4 

dt  lanti  im 

VjfUdl  Hull  1 

4  174 

4,1/4 

00.0 

?R7 

to  / 

307 

llltnnic  TnfJ  WnrLc 

IMMIUIj    IUUI    ¥f  U 1  n  j 

4  lfi? 

4, 1  Jt 

tu.u 

too 

293 

t  JO 

1  INI  IM 

UliU  IVI 

4  1?9 

4,  ItO 

n  8 

10.0 

289 

283 

OIUU  (X  OIIUU  V^Uo 

4  1  IK 

4, 1 1U 

8  fi 

o.u 

OQD 

t  -7VJ 

274 

LI  4 

MnrHctrnm 
nw  umiui  1 1 

4  114 

4,114 

fi  fi 

J.O 

291 

340 

Computer  Sciences 

4,100 

32.9 

0Q0 

1 7t 

178 
oto 

Ipffprcnn  ^miirfit 
jc 1 1 ci bui i  on iui 1 1 1 

4  no,'? 

4.UJ0 

?fi  fi 

tO.U 

293 

■ 

First  Data 

■  ii  oi  \s a  i ci 

4,081 

34.7 

294 

330 

FHP  International 

1  111     III  LCI  1  Id  L  IUI  Id  1 

4.021 

25.1 

C-J  J 

2fi4 

tU4 

^pfuirp  MprfhanHicp 

OCIVIL.C  IVICIL.IIdl  IUIoC 

A  ni  q 

4.U1  J 

-fl  8 

U.O 

296 

280 

nannpH 

Odl  II KU 

a  nn7 

4,UU  / 

4  8 

4.0 

297 

290 

Waban 

3,978 

9.0 

298 

343 

ParifiParp  Hpalth 
r qui iwdn c  ncdi li i 

^  Q74 

J,  J/  4 

?q  fi 

to.o 

299 

485 

Mirrnn  Tprhnnlnov 

IVI  IUI  Ul  1    1  Cvl  II  lUIUgJf 

3  972 

90  8 

300 

2fi2 

tut 

M  iaoara  Mrthau/k  Puur 
liidgdfd  iviuiidwrx  r  w  i 

-j  q  1 7 
j,  oi  / 

-fi  7 

— J./ 

301 

347 

04/ 

^allip  Map 
odinc  ■vide 

0,01/ 

28  1 
to.  1 

302 

299 

Air  Pmrk  &  PhpmQ 

Mil  nulla  Ot  oiiciii  3 

3  892 

8.7 

303 

295 

CMS  Energy 

3,890 

7.5 

304 

303 

Rnhm  &  Haa^ 
rvuinii  o*  nads 

3  884 

9.9 

JUJ 

ISfi 

0  JU 

Wi  1  lampftp  1  ndc 
fviiidiiicilc  inub 

^  874 

0,0/4 

?R  8 
to.o 

306 
ouo 

288 
too 

l^iant  Fnnd 
uidiii  ruuu 

1  8fi1 

0,OU  1 

4  5 

4.0 

307 

291 

ViCIICIdl   rUUML  Ullli 

3  805 

4.3 

308 
ooo 

778 

t  /  0 

Plnlp  FnnH 
uuic  ruuu 

^!  8114 

0.0U4 

8  7 

o.  / 

309 

297 

Owens-Illinois 

3,790 

5.4 

310 

413 

Orac  le 

3,777 

44.3 

31 1 

Oil 

310 

J 1U 

March  Jii  Mrl  pnnan 

3  770 

0,  /  /  u 

9  8 

0.0 

312 

359 

War  hnvia 

iiol  i  iu  v  id 

3,755 

26.4 

313 

292 

Nnrthpa^t  lltilitipc 

11  Ul  LI  ICdi  l    J  U  1 1 1  Ito 

3,749 

2.9 

314 

o  1*+ 

341 

J4 1 

L/UVCI 

3  746 

21.4 

315 

327 

SunTrust  Banks 

3,740 

15.0 

316 

294 

Central  &  So  West 

3,735 

3.1 

317 

O  1  / 

302 
jut 

^af prn 

3  723 

5.2 

318 

O  1  o 

1 7U 

Mprchpu  FnnHc 
nci  bi  icy  ruuub 

1  KQl 

J,U  J 1 

2  3 

t.o 

31 9 

O  1  7 

28S 
to  J 

Pnnrai  1 

V^UI  II  dl  1 

3  686 

-1.3 

300 
otu 

9CQ 
tU7 

Mmictnn  InHiictripc 
nuubiui  i  1 1  luubii  icb 

^1  K8fl 

J.UOU 

-8  0 
o.u 

321 

339 

Barnett  Banks 

3,680 

18.8 

3?? 
ott 

400 

Hatpwav  7000 

3  676 

36.1 

323 

NGC 

3.666 

13.2 

304 

OtH 

tUj 

WR  P,rarp 

1  KKK 

J,UUU 

-?8  0 
to.u 

325 

467 

WnrldPnm 

VVUI  lU^UI  1 1 

3,640 

63.9 

30fi 
oto 

9,9,1 
001 

Martpl 
ividllcl 

0,000 

11  fi 

10.0 

307 
ot  / 

9,(14 
0U4 

HTF  Fnprov 
w  i  L-  ui  ici  gy 

1  R^fi 

J.UJU 

3  3 

0.0 

328 

'■ 

American  Finl  Group 

3,630 

72.6 

329 

317 

Owens  Corning 

3,612 

7.8 

330 

312 

Fina 

3,607 

5.4 

331 

■ 

Applied  Materials 

3,596 

97.0 

332 

301 

Dial 

3,575 

0.8 

333 

364 

Great  Western  Finl 

3,566 

21.5 

334 

326 

Pitney  Bowes 

3,555 

8.7 

335 

■ 

Circle  K 

3,544 

-0.2 

240 


Forbes  ■  April  22,  1996 


3  years  of  dancing  lessons.  8  years  of  piano.  It  ail  adds  u 
Today,  it  costs  $224,800  to  raise  your  child  to  age  eighteen.  And  1 

not  including  the  college  fund.  At  CIGNA  HealthCare,  our 
plans  are  designed  with  this  in  mind.  We  include  well-child  exams  an 
immunizations  as  part  of  our  coverage.  So  you  can  worry 
about  bigger  problems.  Like  whose  turn  it  is  to  change  the  diaper. 


Cigna  Health 

A  Business  of  Caring. 


CfGNA  HealthCare  is  a  National  Sponsor  of  the  1996  March  of  Dimes  WaifcAmerica  for  Healthier  Babies, 


Let's  talk  about 


70  BILLION 

dollars  worth 

 -,    -■,  , —  ,  _  , —      -  ^ \  ■;  :  '  -  .- —  1  ;„..,  ■  ;  $ 

Chidden 


COSTS. 


SERVICE 


Mentally  peel  back  the  walls  of 
your  building,  and  what  do  you 
find?  Cost.  Lots  of  it.  Sure  there's 
utility  cost,  but  the  maintenance, 
repair  and  staffing  costs  related  to 
a  facility's  energy  systems  are  even 
larger.  Factor  in  your  other  build- 
ing systems  and  support  opera- 
tions and  their  administrative 
costs,  and  the  numbers  are  huge. 
The  buildings  in  North  America 

BUILDING     OPERATIONS     AND  MAINTENANCE 


cost  over  $70  billion  to  run  last 
year.  A  lot  of  it  was  misspent. 
Johnson  Controls  has  the  experi- 
ence to  identify  these  operational 
inefficiencies.  And  the  resources 
to  correct  them,  often  saving  mil- 
lions. Call  us  at  1-800-972-8040, 
ext.  296.  And  let  us  help  bring 
your  cost  problems  out  of  hiding. 

JQHNSON 
CONTROLS 

PROPERTY  MANAGEMENT 


Rank 

Company 

Sales 

%. 

'95 

■94 

($mil) 

change 

336 

350 

Universal 

3,525 

15.5 

337 

367 

US  Healthcare 

3,518 

20.9 

338 

462 

SCI  Systems 

3,514 

56.3 

339 

311 

Harris 

3,507 

2.2 

340 

325 

Reebok  International 

3,481 

6.1 

341 

337 

Morton  International 

3,475 

11.5 

342 

336 

Intelligent  Electron 

3,475 

11.1 

343 

261 

Aon 

3,466 

-16.6 

344 

358 

Nucor 

3,462 

16.3 

345 

363 

Temple-Inland 

3,461 

17.8 

346 

329 

USF&G 

3,459 

7.4 

347 

368 

National  City 

3,450 

18.7 

348 

320 

Penn  Traffic 

3,448 

3.9 

349 

315 

Times  Mirror 

3,448 

2.7 

350 

381 

Turner  Broadcasting 

3,437 

22.4 

351 

335 

Fred  Meyer 

3,429 

9.6 

352 

377 

Parker  Hannifin 

3,427 

21.2 

353 

324 

Litton  Industries 

3,412 

3.9 

354 

305 

PacifiCorp 

3,401 

-3.0 

355 

362 

Providian 

3,388 

14.5 

356 

■ 

Comcast 

3,363 

144.5 

357 

■ 

Trans  World  Airlines 

3,317 

-2.7 

358 

352 

Consol  Natural  Gas 

3,307 

8.9 

359 

444 

First  Bank  System 

3,297 

38.8 

360 

411 

Turner 

3,281 

24.4 

361 

388 

Westvaco 

3,280 

18.3 

362 

353 

WW  Grainger 

3,277 

8.4 

363 

338 

Sherwin-Williams 

3,274 

5.6 

364 

■ 

Allmerica  Financial 

3,239 

1.3 

365 

360 

Beverly  Enterprises 

3.229 

8.7 

366 

386 

Cyprus  Amax  Mineral 

3,207 

15.0 

367 

■ 

Darden  Restaurants 

3,200 

2.7 

368 

495 

Asarco 

3,198 

57.4 

369 

433  Computer  Associates 

3,196 

30.2 

370 

355 

Spiegel 

3,184 

5.6 

371 

412 

Automatic  Data 

3,166 

20.2 

372 

■ 

Richfood  Holdings 

3,155 

NA 

373 

369 

Mapco 

3,152 

8.6 

374 

334  Southern  Pacific  Rail 

3,151 

0.3 

375 

365  Reader's  Digest  Assn 

3,151 

7.4 

376 

408 

Olin 

3,150 

18.5 

377 

399 

Praxair 

3,146 

16.0 

378 

425 

CompUSA 

3,135 

24.4 

379 

373 

Avery  Dennison 

3,114 

9.0 

380 

422 

Comerica 

3,113 

21.7 

381 

361 

Alltel 

3,110 

5.0 

382 

384 

WellPoint  Health 

3,107 

11.3 

383 

■ 

Estee  Lauder  Cos 

3,095 

13.9 

384 

469 

Tech  Data 

3,087 

27.6 

385 

357  Smith's  Food  &  Drug 

3,084 

3.4 

386 

344  Long  Island  Lighting 

3,075 

0.3 

387 

318 

Centex 

3,074 

-8.3 

388 

■ 

Staples 

3,068 

53.4 

389 

346 

General  Dynamics 

3,067 

0.3 

390 

371 

Yellow 

3,057 

6.6 

Batik 

Company 

Sales 

% 

•95 

'94 

($mil)  chang 

391 

389 

Florida  Progress 

3,056 

10.3 

392 

437 

MicroAge 

3,047 

25.7 

393 

465 

'  Foster  Wheeler 

3,042 

36.1 

394 

402 

Brunswick 

3,041 

12.6 

395 

342 

Hormel  Foods 

3,040 

-1.3 

396 

314 

Maytag 

3,040 

-9.9 

397 

366 

Cinergy 

3,031 

3.7 

398 

■ 

Valero  Energy 

3,020 

64.3 

399 

349 

Harcourt  General 

3,013 

-1.0 

400 

440 

Progressive 

3,012 

24.7 

401 

370 

Carolina  Power  &  Lt 

3,007 

4.5 

402 

457 

Boatmen's  Bancshs 

2,996 

30.6 

403 

441 

Owens  &  Minor 

2,976 

24.2 

404 

382 

NorAm  Energy 

2,965 

5.8 

405 

401 

National  Steel 

2,954 

9.4 

406 

407 

Whitman 

2,947 

10.8 

407 

379 

Mercantile  Stores 

2,944 

4.4 

40o 

/lit: 

415 

Diamond  Shamrock 

o  no 7 

1  O  7 

12./ 

409 

391 

McGraw-Hill  Cos 

2,935 

6.3 

410 

387 

Baltimore  G&E 

2,935 

5.5 

411 

438 

York  International 

2,930 

21.0 

412 

247 

Masco 

2,927 

-34.5 

413 

392 

Aiumax 

2,926 

6.2 

414 

■ 

US  Bancorp 

2,917 

11.0 

415 

430 

Echlin 

2,911 

17.3 

416 

348 

Reliance  Group 

2,906 

-4.6 

417 

383 

American  President 

2,896 

3.7 

418 

376 

Nash  Finch 

2,889 

2.0 

419 

419 

Southwest  Airlines 

2,873 

10.8 

420 

385 

Shaw  Industries 

2,870 

2.9 

421 

427 

CoreStates  Financial 

2,868 

14.9 

422 

421 

Republic  New  York 

2,860 

11.7 

423 

404 

Hasbro 

2,858 

7.0 

424 

■ 

Williams  Cos 

2,856 

63.1 

425 

■ 

Conseco 

2,855 

66.4 

426 

351 

Louisiana-Pacific 

2,843 

-6.5 

427 

443 

Engelhard 

2,840 

19.0 

428 

■ 

UtiliCorp  United 

2.799 

84.8 

429 

374 

Fleetwood  Enterprise 

2,795 

-2.0 

430 

414 

Dean  Foods 

2,765 

5.9 

431 

394 

Caldor 

2,764 

3.6 

432 

416 

Becton  Dickinson 

2,759 

6.2 

433 

409 

Knight-Ridder 

2,752 

3.9 

434 

396 

PP&L  Resources 

2,752 

1.0 

435 

454 

Health  Systems  Intl 

2,732 

18.5 

436 

428 

Baker  Hughes 

2,725 

9.6 

437 

431 

Ultramar 

2,714 

9.7 

438 

455 

Sonoco  Products 

2.706 

17.7 

439 

■ 

Foundation  Health 

2,703 

42.7 

440 

447 

Kelly  Services 

2,690 

13.9 

441 

450 

Natl  Semiconductor 

2,681 

15.6 

442 

■ 

Cisco  Systems 

2,668 

73.2 

443 

395 

Payless  Cashways 

2,651 

-3.1 

444 

434 

Allegheny  Power 

2,648 

8.0 

445 

423 

Longs  Drug  Stores 

2,644 

3.4 

Rank 

Company 

Sales 

% 

'95 

'94 

($mil)  change 

446 

375 Columbia  Gas  System 

2,635 

-7.0 

447 

426 

Stanley  Works 

2,624 

4.5 

448 

418 

Ball 

2,592 

-0.1 

449 

429 

No  States  Power 

2,587 

4.0 

450 

405 

Flagstar  Cos 

2,571 

-3.5 

451 

A  £Q 

430 

Hannaford  Bros 

2,568 

12.1 

452 

442 

Teledyne 

2.568 

7.4 

453 

272 

Chiquita  Brands  Intl 

2.566 

-35.2 

454 

■ 

MBNA 

2,565 

38.4 

455 

480 

Maxxam 

2,565 

21.2 

456 

390 

Provident  Cos 

2,555 

-7.5 

457 

■ 

utticeMax 

O  L  A  O 

2,543 

00  1 

38.1 

458 

461 

Olsten 

2,519 

11.4 

459 

439 

Centerior  Energy 

2,516 

3.9 

460 

486 

Newell  Co 

2,498 

20.4 

461 

■ 

Silicon  Graphics 

2,497 

38.1 

462 

479 

Trinity  Industries 

2,474 

16.2 

463 

1 

Golden  West  Finl 

2,470 

29.1 

464 

445 

Ohio  Edison 

2,466 

4.1 

465 

■ 

Caliber  System 

2,448 

5.2 

466 

■ 

State  Street  Boston 

2,446 

29.7 

467 

459 

USG 

2,444 

6.7 

468 

■ 

Solectron 

2,435 

36.4 

469 

General  Instrument 

2,432 

19.4 

470 

■ 

Western  Digital 

2,430 

27.9 

471 

478 

Advanced  Micro 

2,430 

13.8 

472 

378 

Hercules 

2,427 

-14.0 

473 

449 

Intl  Multifoods 

2.412 

3.4 

474 

448 

New  York  Times 

2.409 

2.2 

475 

470 

BF  Goodrich 

2.409 

9.5 

476 

456 

Fruit  of  the  Loom 

2.403 

4.6 

477 

477 

Beneficial 

2,398 

12.2 

478 

432 

Pennzoil 

2,385 

-3.6 

479 

460 

Varity 

2,375 

4.7 

480 

436 

Caremark  Intl 

2,374 

-2.1 

481 

■ 

U  S  West  Media 

2,374 

24.4 

482 

488Great  Lakes  Chemical 

2,361 

14.3 

483 

■ 

IMC  Global 

2,360 

37.3 

484 

453 

AST  Research 

2,348 

1.6 

485 

472 

Rubbermaid 

2.344 

8.1 

486 

406 

Pacific  Enterprises 

2,343 

-12.0 

487 

■ 

Harnischfeger  Inds 

2,335 

40.7 

488 

■ 

Vencor 

2,324 

14.3 

489 

■ 

Grand  Union 

2,312 

-5.3 

490 

489 

PHH 

2,304 

11.9 

491 

■ 

Roadway  Express 

2,289 

5.4 

492 

482 

Dow  Jones 

2,284 

9.2 

493 

4jj3  New  England  Electric 

2,272 

1.3 

494 

■ 

Commercial  Metals 

2,268 

23.9 

495 

473 

Tandem  Computers 

2.263 

4.4 

496 

■ 

US  Industries 

2.262 

-18.7 

497 

■ 

Omnicom  Group 

2,258 

28.5 

498 

498 

AK  Steel  Holding 

2,257 

11.9 

499 

435 

Hechinger 

2,253 

-8.0 

500 

484 

Comdisco 

2,246 

7.7 

■  Not  on  500  list  in  1994. 
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Running  a  business  is  like  warfare.  You  must  be  smarter,  faster  and 
more  agile  to  outmaneuver  your  competition.  Being  in  the  right 
place  at  the  right  time  is  often  the  critical  factor.  Mission 
accomplished  with  Commander.  Attack  aircraft  for  business. 

You  don't  have  to  be  a  pilot  to  have 
this  competitive  edge. 

As  part  of  the  Commander  Aircraft  Ownership  Program,  we  will 
arrange  to  have  a  personal  pilot  on  call  to  meet  your  transportation 
needs.  This  turn-key  program  will  provide  you  with  a  complete 
transportation  strategy  designed  to  enhance  your  productivity, 
while  allowing  substantial  tax  benefits.  The  Commander  program 
includes  financing,  insurance,  service  and  support,  hangar/storage, 
flight  training  and  private  pilot  service.  Commander's  service  and 
support  network  of  more  than  140  Authorized  Sales  and  Service 

lased  on  approximately  25.(XX)  miles  of  annual  travel  and  estimated  tost  of 
inancing.  niaintenante.  operation,  insurance  and  taxes. 


Representatives  is  one  of  the  largest  in  general  aviation  and  serves 
Commander  owners  at  airports  around  the  world. 

The  affordable  cost  effective 
transportation  program. 

For  approximately  $2,000  a  month*  your  company  can  own,  operate 
and  maintain  its  own  Commander  aircraft—that's  less  than  a  secretary 
salary  and  the  money  you're  already  spending  on  business  travel. 
Commander  aircraft  deliver  the  ultimate  combination  of  performance, 
comfort,  safety  and  efficiency. 

Commander  1 14B,  1 14TC  (turbocharged),  1  HAT  (all-purpose 
trainer).  Superior  design  and  quality,  comprehensive  aircraft 
ownership  programs  and  worldwide  service  and  support. 

Commander  is  setting  new  standards.  Call  (405)495-8080  to 


Commander 


AIRCRAFT  COMPANY 


:ommander  Aircraft  Company,  7200  Northwest  63rd  Street.  Bethany,  Oklahoma  73008  Telephone:  (405)  495-8080  Facsimile:  (405)  495-8383 

«  Commander.  The  Highest  Standard. 


Our  Business  ] 
Make  The  Competitioi 


lelping  ^burs 
Vish  They  Weren't. 


To  win  in  todays  marketplace,  you  cant  afford  to  make  a 
wrong  move.  You  need  to  think  ahead.  And  when  you  re  looking  to 
come  up  with  new  and  smarter  ways  of  providing  real  value  to  your 
customers,  we  can  give  you  that  competitive  edge. 

Like  helping  a  health  and  fitness  equipment  company  acquire 
the  needed  capital  to  service  seasonal  peak  activity  and  long-term  growth 
plans.  Or  helping  a  leading  international  airport  work  with  local 
government  agencies  to  make  their  transportation  systems  state  of  the  art. 

At  GE  Capital  Services,  toe  re  26  diversified  businesses.  And 
each  one  is  dedicated  to  developing  and  delivering  products  and  services 
that  make  sure  you  stay  ahead  of  the  game.  If  you  re  looking  to  become 
more  competitive,  call  1-800-243-2222  today.  It's  a  smart  move. 


GE  Capital  Services 

Our  Business  Is  Helping  Yours 


AMERICOM  •  AUTO  FINANCIAL  SERVICES  •  AVIATION  SERVICES  •  COMMERCIAL  EQUIPMENT  FINANCING 
COMMERCIAL  FINANCE  •  COMMERCIAL  REAL  ESTATE  FINANCING  AND  SERVICES 
CONSOLIDATED  FINANCIAL  INSURANCE  •  CONSUMER  FINANCIAL  SERVICES  •  EMPLOYERS  REINSURANCE  CORPORATION 
EQUITY  CAPITAL  GROUP  •  FINANCIAL  GUARANTY  INSURANCE  COMPANY  •  FLEET  SERVICES 
GE  CAPITAL  HAWAII  •  GENSTAR  •  GLOBAL  CONSUMER  FINANCE  •  GLOBAL  PROJECT  &  STRUCTURED  FINANCE 
GNA  •  MODULAR  SPACE  •  MORTGAGE  INSURANCE  •  MORTGAGE  SERVICES 
PENSKE  TRUCK  LEASING  •  RAILCAR  SERVICES  •  RETAILER  FINANCIAL  SERVICES  •  TECHNOLOGY  MANAGEMENT  SERVICES 
TIP/TRANSPORT  INTERNATIONAL  POOL  •  VENDOR  FINANCIAL  SERVICES 


Profits 


For  the  second  year  in  a  row 
General  Motors  was  America's 
most  profitable  corporation. 


By  Robert  J.  Sherwood 

General  Motors  may  still  be  struggling  to 
improve  its  product  line,  but  its  $7  billion  in 
net  income  was  the  most  ever  reported  by 
any  firm  in  this  survey.  Imagine  what  this 
behemoth  could  earn  if  it  could  get  its  car- 
building  costs  under  control.  Ford,  burdened 
with  new-car  launch  costs,  suffered  a  22% 
profits  setback,  losing  second  place  to 
General  Electric. 

Overall  it  was  a  banner  year  for  American 
industry.  The  combined  net  income  for  the 
Forbes  Profits  500  in  1995  was  $284  billion, 
14%  higher  than  in  1994.  According  to  IBES 
Inc.,  1996  should  be  even  better;  analysts 
predict  a  17%  gain  for  the  500  this  year. 

Technology  profits  may  have  peaked  with 
the  slowing  of  the  personal  computer  boom. 
But  Intel  moved  into  the  top  ten,  and  IBM 
continued  its  recovery. 

Wiring-products  maker  Hubbell,  Delmarva 
Power  &  Light  and  American  Greetings  are 
among  tiiis  year's  drop-offs.  SHE 


Winners 

Losers 

Rank 

Company 

Net  profits 

Rank 

Company 

Net 

% 

'95  '94 

'95 

•94 

'95 

•94 

profits 

change 

($mil)  . 

($mil) 

($mil) 

333  s 

Tyson  Foods 

210.2 

5.7 

454 

6 

AT&T 

139.0 

-97.0 

284  u 

Jefferson  Smurfit 

247.0 

12.3 

431 

123 

Toys  'R'  Us 

148.1 

-72.2 

91  ■ 

Champion  intl 

771.8 

63.3 

382 

114 

Colgate-Palmolive 

172.0 

-70.4 

418  ■ 

Foundation  Health 

156.1 

13.0 

458 

161 

McKesson 

137.0 

-66.2 

355  ■ 

American  Finl  Group 

190.4 

18.9 

326 

104 

Bankers  Trust  NY 

215.0 

-65.0 

■  Not  on  500  list 

in  1994. 

Tyson  benefited  from  weak  chicken-feed  prices;  A  costly  restructuring  knocked  AT&T  out  of  the  top  ten, 

Jefferson  Smurfit  and  Champion,  from  firm  pulp  prices.  and  almost  off  the  Profits  500  list. 
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Rank  Company    Net        %     Cash  Cash 

'95  '94  profits    change  flow  flow 

($mil)  ($mil)  rank 

'95 


Rank  Company    Net       %      Cash  Cash 

'95   '94  profits  change    flow  flow 

($mil)  ($mil)  rank 

'95 
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4,136 

19 

14 

12 

Wal-Mart  Stores 
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21 

15 
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American  Intl  Group 
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15.4 

3,245 

34 

19 

21 

Johnson  &  Johnson 
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3,260 

33 

20 

26 
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9 
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41 
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15 

24 

59 

Dow  Chemical 
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28 

25 

47 
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17 
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Lo 

D  1 
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9  5/1Q 
c,04y 

45 
40 

07 

■ 

Allstate 

i  on/i  n 
1.3U4.U 

909  C 

zyo.b 

1  Qfld 

i,yu4 

£7 

28 

29 

SRC  rommiiniratiorK 

JU^i    vUl  Ml  MUMItuLIUI  1  J 

1,889.3 

14.6 

4,059 

20 

29 
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Amoco 

1,862.0 
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4,656 

13 

30 

34 

Bell  Atlantic 
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4,489 

14 

■3  1 

■3 1 

58 

00 

Microsoft 
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01 

50 
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5C 
Ob 

Travelers  Group 

1.804.U 
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OB.O 

9  1  98 

/1Q 

4y 

33 

22 

Bristol-Myers  Squibb 

1,812.0 

-1.6 

2,260 

44 

34 

30 

Motorola 

1,781.0 

14.2 

3,712 

25 

35 

234 

Loews 

1,765.7 

500.0  + 

1,766 

64 

•ac 

OD 

Abbott  Laboratories 

1  C88  7 
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1  1  5 
11.0 

9  OCC 
2/00 

40 

31 

American  Home  Prod 
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Ifl  fl 

0  5Cfl 

AO 
4Z 

38 

25 

PpnciCn 

1,606.0 

-10.0 

3,346 

31 

39 

39 

Pfizer 

1,572.9 

21.1 

1,947 

54 

40 

35 

American  Express 

1,564.0 

13.3 

1,931 

55 

1  Q 
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1  ce/i  n 
I,0b4.U 

97  £ 
—LI  .0 
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in 

1U 
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First  Union 

1  a  on  o 
1,4307 

0  0 

3.9 

1  07C 

i,y/o 

C5 

□0 

43 

43 

McDonald's 

1,427.3 

16.6 

2,124 

50 

44 

Wail  uisney 

5(1 
ou 

45 

62 

Atlantic  Richfield 

1,376.0 

49.7 

3,334 

32 

46 

55 

Pacific  G&E 

1,338.9 

32.9 

2,788 

39 

47 

241 

Williams  Cos 

1,318.2 

409.2 

1,688 

65 

48 

45 

JP  Morgan  &  Co 

1,296.0 

6.7 

1,543 

73 

49 

56 

Banc  One 

1,277.9 

27.1 

1,583 

72 

50 

70 

Eastman  Kodak 

1,252.0 

52.1 

2,168 

47 

■  Not  on  500  list  in  1994. 


C  1 

51 

■ 

U  S  West  Commun 

1,184.0 

3.0 

3.226 

35 

52 

152 

International  Paper 

1,153.0 

166.9 

2,184 

ft  c 

4b 

53 

■ 

First  Chirapn  NBD 

1,150.0 

-5.8 

1,424 

84 

54 

58 

Caterpillar 

1,136.0 

19.0 

1,818 

62 

55 

160 

Houston  Industries 

1,124.0 
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1,631 

67 

56 

54 
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60 
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61 

on 
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65 
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1,843 
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00 

07 

o/ 
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109 
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nl.d 
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oo 

IAS 
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74 

89 

67 

KeyCorp 

789.2 

-7.5 

1,012 

124 

90 

65 

Compaq  Computer 

789.0 

-9.0 

1,003 

125 

fx  1 

91 

■ 

Champion  Intl 

771  O 

enn  n  . 

1  O/l  0 

1/43 

07 

9/ 

92 

99 

Rockwell  Intl 

769.3 

IOC 

18.5 

1,366 

89 

93 

127 

PPG  Industries 

767.6 

49.2 

1,119 

110 

/□ 

May  Dept  Stores 
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1  (188 
1,U88 
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1 10 

95 

113 

United  Technologies 

750.0 

28.2 

1,594 

70 

96 

229 

Phelps  Dodge 

746.6 

175.5 

970 

131 

97 

91 

Campbell  Soup 

746.3 

8.4 

1,056 

120 

98 

88 

Warner-Lambert 

739.5 

6.6 

942 

136 

99 

92 

Edison  International 

739.0 

8.6 

1,826 

61 

99 

103 

Monsanto 

739.0 

18.8 

1,33/ 

92 

Forbes  ■  April  22,  1996 
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Rank  Company    Net        %     Cash  Cash 

'95    '94  profits    change  flow  flow 

($mil)  ($mii)  rank 


101 

■ 

Pharmacia  &  Upjohn 

738.7 

-11.4 

1,219 

100 

102 

142 

Tenneco 

735.0 

62.6 

1,184 

102 

103 

97 

Deere  &  Co 

733.9 

12.0 
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i  r\  a 
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Home  Depot 
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1  A  1 
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CO 

Texaco 
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9  119 
0,1 1J 
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00 
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130 

Berkshire  Hathaway 

725.2 

46.6 

801 

154 

107 

323 

Quaker  Oats 

724.0 

274.9 

922 

139 

108 

82 

Consolidated  Edison 

723.9 

-1.4 

1,180 

104 

iuy 

101 

Duke  Power 

71  A  Z 
1 14. J 

1  1  Q 
1 1.0 

1,003 

88 
00 

1  1A 
111) 

QC 

Norfolk  Southern 

719  7 

K  7 
OJ 

l,liO 

i  no. 
iuy 

111 

124 

Chubb 

696.6 

31.8 

750 

165 

112 

150 

Mellon  Bank 

691.0 

59.6 

962 

132 

113 

49 

Lockheed  Martin 

682.0 

-35.4 

1.603 

69 

Q/1 

Pub  Svc  Enterprise 

KR9  7 

9  R 

— L.J 

1  J19 
1,41/1 

00 

lie; 

1  on 
lou 

Unicom 

DOy.J 

Rf.  Q 

OJ.o 

1  KflQ 

i.ouy 

KR 
Do 

116 

110 

Baxter  International 

649.0 

8.9 

985 

128 

117 

116 

HJ  Heinz 

647.6 

15.3 

1,001 

126 

118 

191 

Cisco  Systems 

633.9 

94.3 

704 

177 

1  in 

i  iy 

77 
/  / 

KJK  IN3DISC0 

£97  n 

oil  .u 

17  Q 
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DO 
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bo 
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121 

115 

Goodyear 

611.0 

7.8 

1,046 

121 

122 

■ 

Fleet  Finl  Group 

610.0 

-28.1 

1,070 

118 

123 

155 

PECO  Energy 

609.7 

42.9 

1,184 

103 

1  0/1 

ICQ 

loo 

Morgan  Stanley 

ouy.u 

04.Z 

797 

1  CQ 

loo 

1  05 

7  c 

WMX  Technologies 

99  (\ 

1  dQ9 

7C 
/O 

126 

121 

Wachovia 

602.5 

11.8 

693 

182 

127 

155 

Pitney  Bowes 

583.1 

48.2 

855 

147 

128 

158 

First  Bank  System 

568.1 

35.3 

714 

174 

1  OQ 

izy 

SunTrust  Banks 

c  c  c  c 
JDO.O 

O.i 

CQO 

i  on 
loU 

l  3n 

1  jU 

9K9 

LOL 

Applied  Materials 

C  C  Q  Q 

1919 

CC7 
DJ/ 

1  OQ 
IBS 

131 

188 

Eastman  Chemical 

559.0 

66.4 

867 

146 

131 

■ 

ITT  Hartford  Group 

559.0 

-11.6 

644 

194 

133 

126 

FPL  Group 

553.3 

6.7 

1,471 

79 

1 3d 

79 

MCI  Communication 

0  1  1 

1  n  i  c 
1,915 

cc 

5b 

i  ^ 

198 
ito 

American  General 

CI  A  Ci 

C  0 

b.3 

C 1  c 

bib 

on  1 

136 

83 

American  Brands 

543.1 

-26.0 

801 

155 

137 

147 

Bank  of  Boston 

541.0 

22.4 

751 

164 

138 

199 

Amgen 

537.7 

68.2 

622 

199 

IjY 

Darnett  Banks 

COO  0 

533.3 

n  o 

9.3 

768 

159 

1  w 
Ioj 

ConAgra 

coo  n 
533. U 

11.7 

921 

140 

141 

129 

American  Electric 

529.9 

6.0 

1.108 

112 

142 

146 

St  Paul  Cos 

521.2 

17.7 

612 

203 

143 

141 

Enron 

519.7 

14.6 

951 

134 

144 

173 

Oracle 

518.6 

38.5 

706 

176 

145 

345 

Willamette  Inds 

514.8 

189.8 

764 

161 

146 

185 

CPC  International 

512.1 

48.4 

835 

148 

147 

■ 

Occidental  Petroleum 

511.0 

D-P 

1,464 

80 

148 

178 

NIKE 

510.1 

43.5 

610 

204 

149 

■ 

Delta  Air  Lines 

510.0 

D-P 

1,133 

108 

150 

136 

PacifiCorp 

505.0 

7.9 

971 

130 

■  Not  on  500  list  in  1994.  D-P.  Deficit  to  profit. 


151 

86 

Kellogg 

490.3 

-30.5 

749 

166 

152 

186 

Entergy 

484.6 

41.8 

1,175 

106 

153 

182 

Lincoln  National 

482.2 

37.8 

542 

227 

154 

150 

Textron 

479.0 

10.6 

894 

144 

155 

138 

Gannett 

477.3 

2.5 

687 

184 

156 

154 

Transamerica 

470.5 

10.1 

777 

158 

157 

133 

Phillips  Petroleum 

469.0 

-3.1 

1,406 

87 

158 

153 

National  City 

465.1 

8.3 

574 

218 

159 

159 

Albertson's 

465.0 

11.4 

716 

173 

160 

■ 

Salomon 

457.0 

D-P 

570 

220 

161 

175 

Household  Intl 

453.2 

23.3 

717 

172 

162 

251 

CoreStates  Financial 

452.2 

81.8 

518 

237 

163 

458 

Union  Camp 

451.1 

284.8 

739 

167 

164 

267 

HF  Ahmanson 

450.9 

90.0 

549 

226 

165 

244 

Sun  Microsystems 

446.5 

74.8 

726 

169 

166 

190 

TRW 

446.2 

34.1 

956 

133 

167 

■ 

Stone  Container 

444.5 

D-P 

816 

153 

168 

370 

General  Public  Utils 

440.1 

168.9 

879 

145 

169 

■ 

Digital  Equipment 

430.5 

D-P 

937 

137 

170 

168 

UST  Inc 

429.8 

10.9 

459 

265 

171 

174 

AMP 

427.3 

15.7 

789 

157 

172 

134 

Dominion  Resources 

425.0 

-11.1 

1,059 

119 

173 

177 

Automatic  Data 

422.0 

17.5 

610 

205 

174 

179 

Boatmen's  Bancshs 

418.8 

17.9 

559 

223 

175 

169 

Comerica 

413.4 

6.7 

506 

239 

176 

106 

PNC  Bank 

408.1 

-54.2 

577 

216 

177 

157 

DTE  Energy 

405.9 

4.0 

907 

142 

178 

170 

Marsh  &  McLennan 

402.9 

5.5 

538 

230 

179 

176 

Aon 

402.8 

11.9 

561 

222 

180 

164 

Central  &  So  West 

402.0 

2.0 

827 

149 

181 

226 

Medtronic 

400.2 

46.6 

521 

236 

182 

189 

Eaton 

399.0 

19.8 

680 

186 

183 

201 

Safeco 

399.0 

26.9 

451 

269 

184 

253 

Seagate  Technology 

394.0 

58.8 

650 

191 

185 

66 

Boeing 

393.0 

-54.1 

1,426 

83 

186 

287 

Lyondell  Petrochem 

389.0 

74.4 

475 

255 

186 

447 

Reynolds  Metals 

389.0 

219.6 

700 

179 

188 

221 

Illinois  Tool  Works 

387.6 

39.5 

540 

229 

189 

139 

General  Mills 

385.6 

56.0 

579 

214 

190 

166 

US  Healthcare 

380.7 

-2.7 

414 

284 

191 

200 

Browning-Ferris  Inds 

378.0 

20.2 

949 

135 

192 

■ 

UAL 

378.0 

390.9 

1,102 

113 

193 

■ 

Tenet  Healthcare 

375.9 

D-P 

659 

187 

194 

202 

Carolina  Power  &  Lt 

372.6 

19.0 

819 

152 

195 

291 

Bear  Stearns  Cos 

371.2 

71.7 

436 

273 

196 

257 

Air  Prods  &  Chems 

370.5 

51.2 

761 

162 

197 

162 

Sallie  Mae 

366.3 

-9.1 

366 

316 

198 

242 

Mattel 

357.8 

39.9 

491 

248 

199 

181 

Rhone-Poulenc  Rorer 

356.5 

1.6 

582 

213 

200 

228 

Alltel 

354.6 

30.5 

764 

160 

250 


Forbes  ■  April  22,  1996 


When  it  comes  to  choosing  a  financial 
firm,  don't  take  our  word.  Take  theirs: 


IIU.  WAI.I.  SIIUII  .101  RW1.  MAI.A/.INt  Or  PERSONAL  BMSS 


To  find  out  for  yourself  how  we  can  help  you  reach  your  financial  goals, 
contact  a  Merrill  Lynch  Financial  Consultant,  call  1-800-MERRILL,  ext.  1267,  or 
e-mail  to:  askml@ml.com  .  Visit  us  on  the  Internet  at:  http://www.ml.com . 

The  difference  is  Merrill  Lynch. 

Merrill  Lynch 

A  tradition  of  trust. 


*As  reported  by  a  FORTUNE  survey. "From  subscriber  survey.  '"Based  on  combined  results  of  All-America  Fixed-Income  Research  Team  and 
All-America  Equity  Research  Team.  FORTUNE®  is  a  registered  trademark  of  Time,  Inc. 
©1996  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated.  Member  SIPC. 
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Gap 
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Boise  Cascade 
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Fmiitahle  Cos 
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85 
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Mead 

350.0 

-50.5 
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211 

206 

210 

Aflac 

349.1 

19.2 
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Cinergy 

347.2 

81.6 

627 

196 

208 

368 

Case 

346.0 

109.7 

A 7C 

4/b 

oco 
252 

209 

207 

Providian 

345.3 

14.8 

387 

297 

210 

209 

Northwest  Airlines 

342.1 

15.8 

700 

178 

211 

222 

Loral 

339.2 

111 

594 

208 

212 

195 

Baltimore  G&E 

338.0 

4.4 

717 

171 

213 

219 

Honeywell 

OOO  c 

iii.b 

1  0  c 

I9.b 

£07 
Oil 

1  07 

214 

225 

Hercules 

332.8 

21.4 

465 

260 

215 

211 

Walpreen 

330.5 

13.3 

462 

263 

216 

■ 

US  Bancorp 

329.0 

29.2 

458 

267 

217 

250 

Safeway 

328.3 

31.2 

658 

188 

1  1  o 

218 

249 

QIC  0 
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219 

237 

Morton  International 

326.3 

23.4 

499 

242 

220 

259 

PP&L  Resources 

322.7 

49.4 

753 

163 

221 

266 

General  Dynamics 

321.0 

34.9 

359 

321 

222 

102 

Dun  &  Bradstreet 

320.8 

-49.0 

795 

156 

223 

321 

Novell 

320.3 

65.3 

416 

282 

224 

232 

Kroger 

318.9 

18.6 

643 

195 

225 

205 

Ohio  Edison 

317.2 

4.5 

644 

193 

226 

184 

American  Stores 

316.8 

-8.2 

721 

170 

227 

197 

Union  Electric 

314.1 

-2.1 

573 

219 

228 

149 

Dayton  Hudson 

311.0 

-28.3 

905 

143 

229 

213 

Gpnuinp  Parts 
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309.2 

7.1 

352 
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230 

283 

Panhandle  Eastern 

303.6 

34.8 

583 

212 

231 

206 

Long  Island  Lighting 

303.3 

0.5 
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232 

313 

USX-US  Steel 

303.0 

50.7 

621 
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/ion 

Lehman  Bros  Holding 

om  n 

301.0 

126.3 

403 

288 

234 

204 

Advanced  Micro 

300.5 

-1.6 

563 

221 

235 

233 

RR  Donnellev  &  Sons 

298.8 

11.2 

697 

181 

236 

413 

Westvaco 

296.5 

116.3 

530 
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287.7 

17.7 

306 
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United  HealthCare 

286.0 

-0.8 
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302 

243 

306 

Ralston  Purina 

285.3 

77.9 

494 

245 
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Northeast  Utilities 

282.4 

-1.5 

692 
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245 

■ 
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282.2 

403.3 
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311 

246 
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Hershey  Foods 

281.9 

53.0 
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247 
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UNUM 

281.1 
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281.0 

114.5 

506 

240 
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■ 

Cooper  Industries 

280.6 

-4.2 

499 

241 

250 

334 

IBP 

280.1 

53.7 

373 

310 

■  Not  on  500  list  in  1994  O-P:  Deficit  to  profit. 
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Franklin  Resources 

279.6 

9.4 
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Federal  Express 
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No  States  Power 
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13.3 
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270.4 

16.3 

652 

190 

262 

296 

Ingersoll-Rand 
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WorldCom 

267.7 
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Sysco 

266.8 
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402 

289 
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Conrail 

264.0 

-18.5 

557 

224 
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Becton  Dickinson 

262.7 

11.8 

471 

259 

0U7 
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£U£.U 

£7. 1 
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££0 

269 

248 

Great  Western  Finl 

261.0 

3.9 

377 
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442 

Unocal 

260.0 

109.7 

1,342 

91 
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■ 

Bowater 

258.2 

D-P 

432 

274 
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Natl  Semiconductor 

257.5 

-3.0 

481 

249 

973 

£04 

Avon  Products 

9CC  C 

£00.0 

fi  A 
0.4 

olo 

3C.3 

000 

274 

433 

Black  &  Decker 

254.9 

100.1 

462 

264 

275 

336 

Green  Tree  Financial 

254.0 

40.1 

267 

394 

276 

■ 

Freeport  Copper 

253.6 

94.7 

378 

304 

277 

305 

Paccar 

252.8 

23.6 

325 

343 

978 

iNorinrop  karumman 

9C.9  n 

£0£.U 

OUU.U  t 

000 

931 

£01 

279 

137 

Aetna  Life  &  Cas 

251.7 

-46.2 

427 

278 

280 

224 

Progressive 

250.5 

-8.7 

271 

391 

281 

281 

Intl  Flavors  &  Frags 

248.8 

10.1 

290 

370 

282 

347 

Niagara  Mohawk  Pwr 
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■ 

Jefferson  Smurfit 

247.0 

500.0  + 

400 

291 

285 

315 

Marriott  Intl 

246.9 

23.5 

376 

307 

286 

288 

Duracell  Intl 

245.6 

11.2 

341 

336 

287 

261 

Huntington  Bancshs 

244.5 
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£00 
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Summit  Bancorp 

242  9 

51.3 

287 
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Reader's  Digest  Assn 

240.3 

15.4 

287 

373 

291 

290 

Allegheny  Power 

239.7 

9.1 

496 

243 

292 

493 

Parker  Hannifin 

239.3 

124.1 

368 

314 

293 

295 

Florida  Progress 

238.9 

12.7 

598 

207 

294 

318 

Fluor 

238.9 

20.2 

395 

295 

295 

480 

LSI  Logic 

238.1 

119.0 

373 

308 

296 

282 

Premark  Intl 

237.6 

5.4 

371 

313 

297 

■ 

Alumax 

237.4 

408.4 

347 

332 

298 

289 

First  of  America  Bk 

236.7 

7.3 

306 

360 

299 

■ 

Kansas  City  Southern 

236.7 

125.6 

312 

358 

300 

274 

Golden  West  Finl 

234.5 

1.8 

256 

400 

252 


Forbes  ■  April  22,  1996 


WE  know  it's  perfect,  but  we  take  ANOTHER  lOOO  HOURS 
JUST  TO  MAKE  SURE.  MASTER  DATE. 


master  watches, 
made  in  the  tradi- 
tional school. 

The  cold  seal  on  the 
caseback  of  your 
Master  Date 
confirms  it's  a 
watch  you  can  rely 
on.  Completed  to 
perfection  by 
Jaeger-LeCoultre's 
master- watch- 
makers, each  watch 
has  been  through 
1000  hours  -  six 
continuous  weeks  - 
oftemperature 
extremes,  intense 
magnetic  fields  and 
calculated  shocks. 

THE  300  HAND- 
finished  parts  of 
the  calibre  889/447 
automatic  calendar 
movement  performed 
flawlessly.  then  as 
they  do  now.  to  tell 
you  the  date,  day 
and  month,  as  the 
seconds  sweep 
around  the  dial, 
jaeger-lecoultre's 
Master  watches  - 
built  for  those  with 
nothing  more  to 

PROVE. 


THE  NUMBERED  GOLD 
SEAL  CERTIFIES  THAT 
YOUR  MASTER  DATE  HAS 
PROVED  ITS  RELIABILITY 
IN  1000  HOURS  OF 
ENDURANCE  TESTING. 


«Jaeger-leCoultre» 


JAEGER-LECOULTRE'S  WATCHMAKING  MASTERPIECES  AND  THEIR  HISTORY  ARE  REVEALED  IN  THE  COMPANY'S 
200-PAGE  LUXURY  CATALOG.  FOR  A  FREE  COPY.  CONTACT:  JAEGER-LECOULTRE.  P.O.  BOX  1608.  WINCHESTER.  VA  22604. 

TELEPHONE  (800)  JLC-T1ME. 
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Forbes  ■  April  22,  1996 


Just  fill  out  the  entry  form  below,  and  mail  it  in.  That's  all  it  takes  to  win  an  expense-paid 
trip  for  two  to  the  U.S.  Open  at  Oakland  Hills  in  Birmingham,  Michigan.  Or  be  one  of  the 


It  Jakes  Years  For  Most  Players  Io  Get  Io  The  111  Open. 
But  For  You,  It  Could  Take  Minutes. 


100  winners  of  Cross  Creek  apparel  or  our  Pro  Tips  video.  Whether  or  not  your  name 
is  drawn,  you  can  always  enjoy  the  pros'  winning  style  with  the  exceptional  quality  and 
comfort  of 


CrossCreek 

The  Exceptional  Shirt 


Register  To  Win  A  Trip  To  The  U.S.  Open 

Grand  Prize:  Expense-paid  trip  for  two  to  the  U.S.  Open  June  13-16,  1996. 

Includes  airfare,  accommodations  (double  occupancy),  meals,  ground  transportation, 

two  rounds  of  golf,  and  tickets  to  all  four  days  of  the  tournament. 

Name  

Address  

City  State  Zip  


Phone 


Mail  Entry  io: 

Cross  Creek  Apparel 
U.S.  Open  F 
PO  Box  1 107 

Mount  Airy,  NC  27030-1 1 07 


mall  l  our  mm  t.vC  ro«(  r>i  k  App.'i.  l/l '  S.O|H  „  S«v,  pM.iL  >.  HO  .Drawer  i  107. 
reproduced  cntricwillr*  accepted.  WinncnwilLbcckKnninedui  randomdrwings 


No  purchase  necessary  lb  enter.  fulh/ complete  1lwoffic1.1l  entry  fbrmoron a  )!'x  5"  plain  piece  of  paper,  hand  | 

01101  jlv>iiii/j7A)i'  Pn/i».ir.  ju.ir.inia,l[oK  .m,ic.l,,l.\Viiii.l  iMnllU  nmitinl  b'i  mailandmaj  K  1. ■quired  tocompli 1.  .111  Affidayii  61  Tli^hlm  andBcleaa  ofCiabilil)  which  iaua  bcsignt*d  and  returned  mthin  ibdiysofdaicbfnotin't 

joallfburdavsofthctourrwniml  $„.»,  ;  to/  md  Prizes  Croat  reck  amotion  knitshin  v;..,.,.,J,  ;  50/trd  Pn/ci  C  •■»><  re.  k  Pro  Golftipi  Video  Sumach  Swct  rpstakcsopi  ,1  toil  gai ,,  sjdcntsol  :rhe  I  i  S     „  rarsand  oldei  OJ,K 
Oenrmincd  By  the  total  numberofcnrrieirccciwd,  Disrribucion:csr.ai  |,620(094.SponsonCro»Ca'ek  Apparel,  Inc  All  federal,  stare  and  local  rutcsand  rcgularionsapply  Void  in  Puerto  Rico  and  .where  prohibited  Oftcrsuhjcci  toebhipletc  rules  1 
a  complete  set  ofrofc»»n.l/or  list  of  winm-rs  specif)  )ourrcc|iicstj,sciid.iSASEbeforcs/V90'»:CrossCrcekrWles/Winncrs,c/oC  1 1117.  Mourn  Airy,  NC  1701*1107. 
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17.0 

234 

420 

500 

■ 

Manville 

122.0 

86.5 

186 

474 

Forbes  ■  April  22,  1996 


Load  your  originals  once  and  walk  away.  The  new  Mita™  DC-8090  makes  up  to  999  stapled,  punched,  finished 
document  sets,  all  by  itself.  It's  simply  the  most  capable,  automatic  copier  ever  created.  Call  1  -800-ABC-MITA. 


The  new  Mita  DC-8090  makes  80  copies  a 
minute,  collects  finished  documents 
ind  resets  originals,  all  without  supervision. 
What  are  you  going  to  do? 


Automatic  copying 


mita 


perfected  it. 


Active  partnership  is  powered  by  a  commitment 
to  the  mutual  exchange  of  knowledge, 
experience  and  ideas.  By  pooling  our  mutual 
resources,  we  can  work  together  to  create  custom- 
tailored  risk  management  products  and  solutions 

that  yield  superior  results  in  areas  like  cost 
management  and  customer  service.  As  a  member 


of  The  Worldwide  Zurich  Insurance  Group, 
we  provide  extensive  financial  strength,  and  offer 
long-term  active  partnership  to  you.  For  more 
information,  contact  your  agent  or  broker,  or 
call  1-800-382-2150  today. 


ZURICH-AMERICAN 

INSURANCE  GROUP 

Trie  Power  or  Partnership® 

A  MEMBER  OF  THE  WORLDWIDE  ZURICH  INSURANCE  GROUP 


—  ™— 
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Assets 


The  Forbes  Assets  500 
controlled  $10.6  trillion,  a  gain 
of  9.7%  over  last  year. 

By  Cecily  J.  Fluke 

When  steel  and  railroads  defined  big  busi- 
ness, assets  were  a  good  measure  of  corporate 
power.  Nowadays  the  picture  is  a  little  more 
complicated.  Financial  assets  account  for 
most  of  the  top  positions  in  this  ranking. 

For  the  second  year  the  leader  of  the  pack 
is  Federal  National  Mortgage,  with  $317  bil- 
lion, in  mostly  financial  assets.  The  largest 
industrial  company  on  this  year's  list  is  Ford 
Motor — but  only  16%  of  its  assets  are  plant, 
equipment  and  inventory.  Ford  also  does 
vehicle  financing  and  equipment  leasing. 

Banks,  already  the  dominant  sector  on  the 
Assets  500,  are  becoming  more  dominant  as 
they  consolidate.  That's  how  they  downsize: 
Two  big  banks  merge,  then  fire  a  few  thou- 
sand workers.  The  same  pressure  to  stream- 
line often  has  the  opposite  effect  on  piles  of 
industrial  assets.  AT&T  and  ITT  aim  to 
become  more  efficient  by  dividing  into  small- 
er pieces  or  shedding  assets.  Xerox  posted  the 
biggest  asset  loss,  a  drop  of  33%,  to  $26  bil- 
lion, as  it  continued  its  exodus  from  financial 
services.  m 


Winners 

Rank 

Company 

Assets 

% 

'95  '94 

($mil) 

change 

343  ■ 

Cox  Communications 

5,555 

196.3 

138  299 

Jefferson-Pilot 

16,478 

168.4 

26  3  481 

Tenet  Healthcare 

8,141 

146.4 

123  253 

Burlington  Northern  Santa  Fe 

18,269 

140.6 

30  6  471 

WorldCom 

6,552 

135.5 

■  Not  on  500  list  in  1994. 

Losers 

Rank 

Company 

Assets 

% 

•95  '94 

($mil) 

change 

80  57 

Xerox 

25,969 

-32.7 

143  104 

Pacific  Telesis 

15,841 

-21.3 

36  7  287 

Sun  Co 

5,184 

-19.8 

265  211 

American  Brands 

8,021 

-18.1 

34  2  276 

OnBancorp 

5,567 

-17.2 

ferson-Pilot's  assets  rose  168%,  largely  by  dint  of 
:■ '  ve  insurers  it  acquired. 


Shareholders  of  four  of  these  five  companies  hope  smaller, 
restructured  companies  will  be  more  prosperous. 
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A  lot  of  people  have  referred 

our  financial  ad vutord 
to  their  friends.  Apparently, 
it  worked  out.  They're  still  friends 


It  happens  all  the  time.  One  of  our  advisors  helps 
someone  plan  for  retirement.  They  happily  recommend 
us  to  a  friend  who  tells  another  friend.  In  fact,  9  out 
of  10  of  our  clients  say  they  would  recommend  us. 

Why? 

It  starts  with  advice.  From  an  American  Express® 
Financial  Advisor  who  discusses  your  needs  and 
goals  with  you.  Maximizing  retirement  income,  for 
instance.  Estate  planning.  And  the  best  ways  to  make 
your  money  last. 

This  leads  to  a  specially  tailored  plan;  but  more  impor- 
tantly, to  an  ongoing  relationship  with  your  advisor.  So, 
over  time,  if  your  needs  change,  he  or  she  can  help  you 
take  advantage  of  the  best  investment  options. 

Why  do  so  many  of  our  clients  retire  comfortably? 
They  stay  with  our  steady,  prudent,  long-term 
approach.  Which  we've  been  using  for  over  100  years. 
And  because  they're  satisfied,  they  trust  us  to  manage 
113  billion  dollars  of  their  assets. 

If  you  haven't  been  referred  to  us,  give  us  a  call 
Who  knows?  You  just  might  be  recommending 
us  to  your  friends. 


EXPRESS 


Financial 
Advisors 


FOR  THE  ADVICE  THAT  CAN  HELP  YOU  REALIZE  YOUR  DREAMS, 

CALL  1-800-GET-ADVICE 

©1995  American  Express  Financial  Advisors  Inc. 
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ank 

' ,        Company  Assets 

% 

'95 

••94 

'    ($mil)  change 

1 

1 

Federal  Natl  Mort  316,550 

16.2 

2 

■ 

Chase  Manhattan  303,989 

6.5 

3 

2 

Citicorp  256,853 

2.5 

4 

3 

Ford  Motor  243,283 

in  n 

10.9 

5 

4 

BankAmenca  lilA<\b 

i  n 

/.9 

c 

D 

c 

□ 

17  3 

7 

5 

General  Motors  217,079 

9.3 

8 

7 

^  .  1  ..     .  _  ._     IOO  rtOO 

Salomon  188,428 

9.1 

9 

9 

NationsBank  187,298 

10.4 

10 

11 

JP  Morgan&  Co  184,879 

19.3 

11 

10 

Merrill  Lynch  176,857 

o  n 

8.0 

1  9 

13 

Morgan  Stanley  143,753 

23.2 

1  o 
13 

17 

Federal  Home  Loan  137,181 

90  9 

Ci.L 

14 

15 

American  Intl  Group  134,136 

1  7  0 

1/.3 

15 

■ 

First  Union  131,880 

16.2 

16 

12  Lehman  Bros  Holding  129,000 

t  c 
1.0 

17 

■ 

First  Chicaeo  NBD  122  002 

O  O 

0.2 

18 

14 

Travelers  Group  114,475 

-0.7 

19 

21 

Equitable  Cos  113,749 

20.2 

20 

20 

American  Express  107,405 

10.7 

21 

19 

Bankers  Trust  NY  104,002 

7  0 

12 

oo 

26 

Ciena   95  903 

1  1  A 

11.4 

23 

■ 

ITT  Hartford  GrouD   93  855 

OO  O 

22.3 

25 

Exxon    91  296 

LAAUI 1        J  1  ,  L  J  U 

3  9 

25 

24 

Banc  One  90,454 

1.7 

26 

28 

•  TOT  OOOOil 

AT&T  88,884 

12.1 

27 

30 

Rpar  ^tparrn  Cn<;    86  019 

28.7 

28 

j 

Flppt  Finl  firnun    RA  AV 
ricci  run  v^iuup  uh.hjc 

4.2 

^y 

22 

Aetna  Life  &  Cas    84  324 

1 n  c 
-lU.b 

30 

27 

IBM    Rfl  ?Q? 

-1  0 

O  1 

31 

33 

PNC  Bank  73,404 

-5.2 

oo 
32 

34 

Norwest  72,134 

21.6 

oo 

33 

■ 

Allstate  70,029 

14.1 

J>4 

40 

Loews  68,891 

34.4 

o  c 

35 

31 

KeyCorp  66,339 

-0.7 

36 

42 

Lincoln  National  63,258 

?R  9 

07 
SI 

46 

American  General  61,153 

32.1 

38 

35 

First  Interstate  Bncp  58,071 

4.0 

on 

39 

39 

Philip  Morris  Cos  53,811 

2.2 

40 

41 

Chrysler  53,756 

8.5 

A  1 

41 

43 

Bank  of  New  York  53,720 

9.9 

42 

36 

HF  Ahmanson  50,530 

R  Q 

— j.j 

^1 0 
43 

37 

Wells  Fargo  50,316 

— 5.7 

44 

38 

SallieMae  50,002 

5.6 

a  c 

54 

Transamerica  47,945 

18.7 

A  C 

46 

47 

Bank  of  Boston  47,397 

6.2 

A  7 

47 

48 

SunTrust  Banks  46,471 

8.8 

A  O 

48 

60 

PaineWebber  Group  45,671 

27.4 

49 

55 

Wachovia  44,981 

14.8 

50 

50 

Great  Western  Finl  44,587 

J.D 

51 

53 

Republic  New  York  43,882 

6.9 

52 

51 

Mobil  42,138 

1.4 

53 

52 

Barnett  Banks  41,554 

0.7 

54 

56 

Melion  Bank  40,646 

5.2 

55 

75 

Dean  Witter  Discover  38,208 

19.9 

56 

65 

Wal-Mart  Stores  37,900 

15.5 

■  Not  on  500  list  in  1994.  NA 


•95 

'94 

($mil)  change 

57 

58 

du  Pont  de  Nemours 

37,312 

1.1 

58 

49 

GTE 

o  7  n  i  o 

3/,uiy 

1  0  0 

-iz.y 

59 

67 

-    National  City 

36.199 

10  7 

12./ 

60 

71 

General  Re 

35,946 

0 1  c 

21.5 

61 

64 

Comerica 

0  C  A  7n 
35,4/U 

C  1 

b.l 

62 

68 

Golden  West  Finl 

35,118 

10.8 

63 

61 

Chevron 

o a  oon 
34,330 

n  o 
-0.2 

64 

82 

First  Bank  System 

OO  07 A 

33,8/4 

on  o 

29.2 

o5 

7  A 
/4 

Boatmen's  Bancshs 

00  IDA 

1  c  c 
Ib.b 

66 

23 

Sears,  Roebuck 

33,130 

110 

-11.2 

67 

62 

BellSouth 

oi  oon 
31,880 

7  O 

-1.3 

68 

11^  Ranrorn 

Ual  11  Ul  p 

31,794 

3.9 

69 

69 

DID  HUUI^aa 

RJR  Nabisco 

01  C  1  0 

31,518 

n  a 
0.4 

70 

7n 

/9 

Southern  Co 

•1/1  EC* 

3U,554 

ion 
13.0 

71 

no 
98 

Berkshire  Hathaway 

on  non 
29,929 

/in  o 
4U.3 

"70 

72 

70 
li 

Amoco 

on  oa  c 
29,84b 

1  0 

1.8 

TO 

73 

70 
li 

CoreStates  Financial 

on  co l 
29,b21 

i  n 
1.0 

74 

63 

HniKphnlH  Intl 

1  1UU  jCI  iuiu  iiili 

29,219 

-14.9 

7C 

75 

7C 

lb 

Viacom 

on  noc 

O  7 

LI 

7  c 

7o 

70 

/8 

D»aa1a»     O       /"*  _  .-,  -,  LI- 

Procter  &  Gamble 

oo  0 1  c 

28,215 

0  0 

3.2 

77 
/  / 

77 
/  / 

raciilC  la&L 

oc  ocn 

0  A 

70 

78 

OO 

88 

Providian 

oc  oon 
2b, 839 

10  7 

13./ 

73 

7n 
/O 

Nynex 

oc  oon 
2b, 220 

1  O  0 

-12.8 

80 

57 

Xerox 

25,969 

-32.7 

O  1 

81 

nc 
S5 

State  Street  Boston 

OC  70C 

25, /8b 

10  7 

18./ 

oo 

ol 

l  no 
lUo 

Hewlett-Packard 

OC  7C0 

^b,/bj 

07  C 
il.O 

oo 
83 

O  A 

84 

PepsiCo 

OC  A  CO 

2b,4b2 

O  7 

LI 

O  A 

84 

1  no 

102 

iii.. 
Aflac 

OC  OOO 

2b, 338 

o  a  n 
24.9 

oc 
OO 

oo 
83 

Texaco 

O A  noo 

24,93/ 

0  0 

-2.2 

86 

87 

Bell  Atlantic 

24,157 

-0.5 

07 

87 

oc 

8b 

Atlantic  Richfield 

oo  nnn 
23,999 

O  0 

-2.0 

oo 
88 

1  1  0 

113 

International  Paper 

oo  n77 
23,9// 

On  n 
34.4 

89 

no 
92 

Edison  International 

OO  (\AC 

23,94b 

C  0 

b.9 

90 

no 

93 

Merck 

OO  OOO 

iifiii 

n  n 

y  i 

QC 

03 

First  of  America  Bk 

oo  cnn 

0  0 
-0.3 

92 

80 

Dow  Chpmiral 

23,582 

-11.2 

QO 

yo 

on 

Unicom 

00  0/17 

n  c 
u.b 

94 

99 

Textron 

OO  1  70 

23,1/2 

1  n  7 
10./ 

95 

101 

Chubb 

22,997 

1 1  n 
11.0 

9o 

118 

Motorola 

oo  on  1 
22,801 

on  n 
30.0 

Q7 

y/ 

91 

Entergy 

oo  occ 
22,2bb 

1  c 

-1.3 

98 

123 

Time  Warner 

22,132 

32.4 

yy 

97 

Boeing 

oo  nno 

o  n 
3.0 

100 

81  SBC  Communications 

oo  nno 

22,003 

1  C  /I 

-lb.4 

101 

105 

Ameritech 

21,943 

10.0 

i  r\o 

102 

■ 

Tele-Com-TCI 

21,900 

NA 

1  flO 

lUo 

110 

Washington  Mutual 

01  coo 
21,b33 

1  7  O 

1/.2 

1U4 

■ 

Summit  Bancorp 

01  C07 

n  o 
U.o 

105 

100 

Texas  Utilities 

21,536 

3.1 

106 

96  American  Home  Prod 

21,363 

-1.4 

107 

116 

SouthTrust 

20,787 

17.9 

108 

231 

Southern  National 

20,493 

3.2 

109 

106 

Dime  Bancorp 

20,327 

3.5 

110 

115 

Huntington  Bancshs 

20,255 

14.0 

111 

109 

Northern  Trust 

19,934 

7.4 

112 

175 

Columbia/HCA 

19,892 

22.2 

Rank 

Company 

Assets 

% 

'95 

'94 

($mil)  change 

1 1  J 

1  1 0 
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1  O  70C 
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i  n  1 
10.1 
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1 14 
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AMD 

1  o  cnn 
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1 10 

1  0/1 
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Union  Bank 
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1  C  A 

lb.4 
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1 0 1 
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Union  Pacific 

1Q  flflC 
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oo  n 
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127 

MCI  Communication 

19,301 

17.9 

1  1  Q 
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Firstar 
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2b. 9 

1  OA 
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Safeco 
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WMX  Technologies 
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18,030 

c  c 
b.b 
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Crestar  Financial 
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lo.OUo 

o.n  c 
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IOO 
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Burlington  Santa  Fe 

1  Q  0CO 

lo/by 

1  ACl  c 

14U.0 
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134 

Johnson  &  Johnson 

17,873 

14.1 

I  OK 

I I  D 
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SunAmerica 

1  7  Q/l  A 

l/,844 

on  7 
iU.I 

1  9K 
l^O 

111  Occidental  Petroleum 

1 7  81  C 
l/,olj 

1  n 
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1  01 

■ 

Allmerica  Financial 

1  7  7CQ 

1  /  ,/bo 

1  1  c 

ii. b 

i  on 

l£0 
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Muioouin  DdMCorp 

1 7  700 
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i^y 
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Lockheed  Martin 

1  7  fi/19 
1  /  ,040 
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Intel 

17,504 

26.7 
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Conseco 

1  7  00Q 
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bU.U 
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Pub  Svc  Enterprise 
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LI 
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JC  Penney 
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i  c  son 
10, sou 

o  c 

0.0 

136 

201 
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Mercantile  Bancorp 
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American  Electric 
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Pacific  Telesis 

1  C  Q.A  1 
lb, 841 
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ReliaStar  Financial 
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155 
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1 A  9 
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148 

Coca-Cola 

1  C  f\A  1 
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PECO  Energy 
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n  o 
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1  A  OC/! 
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GreenPoint  Financial 

1  A  C70 
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1  A  AA1 
14,44/ 
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144 
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14,413 

-0.7 
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Integra  Financial 

14.346 

4.3 
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146 

Cal  Fed  Bancorp 

14,321 

1.0 
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242 

Federated  Dept  Strs 

14,295 

15.5 

165 

154 

CSX 

14,282 

4.1 

166 

157 

Minn  Mining  &  Mfg 

14,183 

5.1 

167 

185 

PacifiCorp 

14,015 

18.3 

168 

153 

Consolidated  Edison 

13,950 

1.6 

262 
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Inventory. 

The  longer  it  sits,  the  harder  it  is  to  move. 


Despite  what  your  balance  sheet  might  tell  you,  inventor)7  is  no  longer 
an  asset.  Today,  big  inventories  can  slow  business  and  even  bring  it  to  a  screech- 
ing halt.  But  you  can  keep  your  profits  moving  in  the  right  direction  by  boost- 
ing productivity  in  your  supply  chain. 

GE  Information  Services  can  help  you  shorten  cycle  times,  improve 
inventory  turns  and  eliminate  out-of-stock  occurrences.  We'll  show  you  how  to 
link  suppliers,  manufacturers  and  distributors  electronically  so  that  your  pur- 
chase orders  and  invoices  are  easily  sent  and  tracked,  auditing  is  greatly  sim- 
plified and  customer  buying  trends  are  instantly  identified  through 
point-of-sale  data.  For  one  large  retailer,  that  meant  reducing  stock  replenish- 
ment cycles  from  3  clays  to  3  hours.  Another  one  of  our  clients  now  gets  spare 
parts  to  overseas  distributors  up  to  10  days  sooner. 

You'd  be  surprised  how  much  smoother  your  business  will  run  after  a 
tune-up  by  GE  Information  Services. 

Productivity.  It's  All  We  Do.SM 


GE  Information  Services 


For  more  information,  please  i  .ill  1-800-560-GEIS,  or  write  GE  Information  Sen  i<  es, 
MC07F2, 401  N.  Washington  St.,  Rockville,  Ml)  20850.  Find  us  on  the  Internet  at  http://www.geis.com. 


Company 

Assets 

% 

'95 

'94 

(Smil)  chang 

lfiS 

10j 

Rricf'"\l- W!jorc  ^rmihh 

Df  IMOI~llMjC!  3  O^UIUU 

13  929 

7.9 

1  7fl 

1  C.C 
1  JO 

nnmininn  Ppcmirrpc 

1 0 ,  JU  J 

2  5 

C.J 

1  /  j. 

14fi 

1  JO 

f  pntral  A  Wp<;t 

13,869 

27.1 

175 

lfi7 

JO/ 

Rpoinnc  Financial 
RcglUI  lo  r  II  Idl  IL.Ial 

13  709 

fi  8 

U  0 

1  7*3 

j.  /  o 

Alcoa 

13,643 

10.4 

174 

■ 

Charter  One  Finl 

13,579 

-6.5 

1/0 

Tonnf rrt 

ILSIIlCLU 

13  451 

7  2 

1  7fi 

166 

Dnkp  Powpr 

L/urc  i  unci 

13,358 

3.9 

177 

171 

Marshall  &  llslev 

1VICII  31  ICI  1 1    U(    1  1  Jltl 

13,343 

5.8 

178 

182 

Standard  Fpdpral 

13,276 

9.9 

1 79 

1/7 

163 

WovprhAPiKpr 

13,253 

1.9 

180 

183 

Enron 

13,239 

10.6 

1  R1 

lOl 

91? 

MBNA 

13  229 

36.8 

182 

172 

Rancorn  Hawaii 

13,207 

4.9 

183 

174 

ConApra 

13,176 

5.3 

184 

181 

First  Security 

13,035 

7.3 

185 

177 

Tpmnlp- Inland 

12,764 

4.2 

186 

■ 

Liberty  Financial  Cos 

12,749 

16.2 

187 

191 

Pfizer 

12,729 

14.7 

1  oo 

187 

Davtnn  Hudson 

12,570 

7.5 

189 

160 

1  nno  Kl^nH  1  iphtinp 

LUMg  lolOIIU  Llglllllfg 

12,484 

-5.5 

190 

190 

AIMedSignal 

12,465 

10.1 

191 

170 

FPI  Hrni'n 
rrL  vj i ui. y 

12,459 

-1.3 

192 

184 

Sara  Lee 

12,389 

3.5 

i  j  j 

1  QQ 
1 J  J 

fionroia-Parif  ir 
UCUlgla  ratll  11* 

12  115 

i£,JJJ 

15.0 

194 

■ 

Frr^t  Data 

mi  Ji  L/a la 

12,218 

44.9 

195 

206 

Firct  TpnnpQQPP  Natl 

rilol    1  C  1  1 1 INall 

12  077 

14.8 

196 

198 

Oayoallno 

12  (164 

i?  n 

1 L .  U 

197 

180 

Rnrkwpll  Intl 

12,027 

-1.3 

198 

195 

Old  Kent  Financial 

12,003 

9.7 

199 

189 

Dplta  Air  1  tnps 

11,998 

5.4 

200 

188 

Phillinc  Pptrnlpiim 
r i ii mpo  r cu uicui 1 1 

1 1  978 

1  1 1 J/ 0 

4  7 

201 

205 

Fir^t  Emnirp  Statp 

11,956 

13.6 

202 

176 

Houston  Industries 

11,820 

-3.9 

203 

186 

1 1  798 

1  1 ,  /  £  0 

n  i 

U.J 

204 

■ 

Pharmacia  &  Upjohn 

11,461 

4.7 

205 

■ 

Kimhprlv-f  lark 

iv  j  1 1 1  uc i  ijf  vial  r\ 

11,439 

-8.9 

206 

209 

1  Ininn  Planfprc 

wlllUII  i  lalllclo 

1 1  977 

l?  fi 

207 

193 

HTF  Fnprffv 

11,131 

1.3 

208 

164 

OlgllcL  Ddflntlig 

linn 

1 J  8 
—  14.0 

209 

202 

Mnrfnlk  Snirthprn 

I^LMIUIft  OUUlllCill 

in  Qns 

iu,  JUJ 

i  n 

J.U 

210 

208 

Central  Fidelity  Bks 

10,811 

7.5 

211 

224 

Firct  rolftm. 
riial  IsUIUNj 

m  791 

1U,/£1 

17  Q 
i/.j 

212 

204 

in  k^q 

1  U.OJJ 

1  9 

i.L 

213 

200 

Ppntprinr  Fnprcru 
v*ci  i  lci  i vi  L-i  ici  gy 

in  fill 

iu,otj 

n  <\ 

U.J 

214 

214 

Arrhpr  Daniplc 

Ml  CI  ICI    L/OI 1  ICI o 

in  fiin 

in  <; 

1U.  J 

215 

227 

Mnncantn 
iviui  local  HU 

m  fii  i 

1Q  1 

i  j.j 

216 

249 

Pharlpc  ^rhui*ih 
i*iiaiico  OullWaU 

in  w 

1U,JJ£ 

11 1 
jo.j 

217 

203 

Northeast  Utilities 

10,545 

-0.4 

218 

342 

Williams  Cos 

10,495 

100.8 

219 

179 

McDonnell  Douglas 

10,466 

-14.3 

220 

223 

Compass  Bancshares 

10,262 

12.5 

221 

216 

May  Dept  Stores 

10,122 

6.9 

222 

194 

USX-Marathon 

10,109 

-if 

223 

215 

Digital  Equipment 

10,015 

4.1 

224 

219 

Reliance  Group 

9,938 

6.6 

■  Not  on  500  list  in  1994. 


Rank. 

Company 

Assets 

% 

'95 

'94 

($mil)  change 

225 

220 

Unocal 

9,891 

5.9 

226 

221 

General  Public  Utils 

9,870 

7.2 

227 

192 

AnhpiKPr-Bu^r h  Cos 

9,837 

3.0 

228 

222 

Goodyear 

9,790 

7.3 

229 

247 

Equitable  of  Iowa 

9,780 

22.8 

230 

258 

Raytheon 

9,740 

31.7 

231 

230 

Fmpr^on  Electric 

9,733 

11.5 

232 

251 

First  American 

9,682 

24.8 

233 

275 

Comcast 

9,580 

41.7 

234 

246 

Commerce  Bancshs 

9,574 

19.1 

235 

217 

Star  Banc 

9,573 

1.9 

236 

226 

Champion  Intl 

9,543 

6.5 

237 

218 

PP&L  Resources 

9,492 

1.3 

238 

213 

Niagara  Mohawk  Pwr 

9,478 

-1.8 

239 

210 

Baxter  International 

9,437 

-5.6 

240 

233 

Abbott  Laboratories 

9,413 

10.4 

241 

235 

Torchmark 

9,346 

11.2 

242 

239 

Western  National 

9,314 

11.9 

243 

266 

Texas  Instruments 

9,215 

31.9 

244 

307 

Microsoft 

9,106 

52.8 

245 

229 

Coca-Cola  Enterprise 

9,064 

3.7 

246 

234 

Roosevelt  Finl  Group 

9,013 

6.9 

247 

408 

Rhone-Poulenc  Rorer 

8,987 

106.0 

248 

225 

Ohio  Edison 

8,824 

-1.9 

249 

292 

Countrywide  Credit 

8,658 

55.2 

250 

■ 

ITT 

8,630 

72.2 

251 

260 

HJ  Heinz 

8,618 

17.6 

252 

■ 

U  S  West  Media 

8,615 

16.5 

253 

284 

First  Commerce 

8,531 

30.1 

254 

282 

Toys  'R'  Us 

8,437 

12.4 

255 

238 

Conrail 

8,424 

1.2 

256 

245 

Northwest  Airlines 

8,412 

4.2 

257 

244 

Baltimore  G&E 

8,317 

2.1 

258 

241 

Coast  Savings  Finl 

8,252 

0.7 

259 

240 

Carolina  Power  &  Lt 

8,227 

0.2 

260 

250 

First  Virginia  Banks 

8,222 

4.5 

261 

243 

Cinergy 

8.220 

0.9 

262 

259 

CMS  Energy 

8,143 

10.3 

263 

481 

Tenet  Healthcare 

8,141 

146.4 

264 

283 

Sovereign  Bancorp 

8,078 

23.1 

265 

211 

American  Brands 

8,021 

-18.1 

266 

265 

USLife 

7,931 

13.2 

267 

302 

Synovus  Finl 

7,928 

29.6 

268 

257 

Pitney  Bowes 

7,845 

6.0 

269 

297 

Compaq  Computer 

7,818 

26.8 

270 

278 

American  Re 

7,814 

17.0 

271 

279 

Whirlpool 

7,800 

17.2 

272 

237 

Amerada  Hess 

7,756 

-7.0 

273 

256 

Reynolds  Metals 

7,740 

3.7 

274 

268 

John  Alden  Financial 

7,696 

10.5 

275 

348 

Service  Corp  Intl 

7,664 

48.5 

276 

298 

Colgate-Palmolive 

7,642 

24.4 

277 

272 

Browning-Ferris  Inds 

7,634 

11.0 

278 

255 

Panhandle  Eastern 

7,627 

1.6 

279 

254 

First  Hawaiian 

7,565 

0.4 

Rank 

Company 

Assets 

% 

'95 

-94 

(Smil)  change 

280 

317 

CPC  International 

7,502 

32.3 

281 

291 

First  Citizens  Bcshs 

7,384 

16.6 

282 

263 

American  Stores 

7,363 

4.7 

283 

315 

Home  Depot 

7,354 

27.3 

284 

295 

First  USA 

7,324 

18.2 

285 

330 

MBIA 

7,267 

33.2 

286 

248 

James  River  Corp  Va 

7,259 

-8.4 

287 

355 

TCF  Financial 

7,240 

-7.7 

288 

300 

Protective  Life 

7,231 

18.0 

289 

290 

Hibernia 

7,196 

13.6 

290 

306 

American  Natl  Ins 

7,140 

19.8 

291 

267 

Potomac  Electric 

7,118 

2.2 

292 

261 

Unisys 

7,113 

-2.9 

293 

312 

Finova  Group 

7,037 

20.6 

294 

309 

Ashland 

7,035 

18.2 

295 

271 

Pinnacle  West 

6,997 

1.3 

296 

273 

USAir  Group 

6,955 

2.2 

297 

285 

People's  Bank 

6,862 

5.8 

298 

280 

Union  Electric 

6,754 

2.0 

299 

303 

Federal  Express 

6,693 

9.1 

300 

296 

TIG  Holdings 

6,683 

9.3 

301 

■ 

Astoria  Financial 

6,620 

42.6 

302 

313 

Commercial  Federal 

6,594 

13.7 

303 

293 

Old  Republic  Intl 

6,594 

5.3 

304 

336 

Campbell  Soup 

6,576 

21.6 

305 

324 

Apple  Computer 

6,553 

18.4 

306 

471 

WorldCom 

6,552 

135.5 

307 

286 

USX-US  Steel 

6,521 

0.6 

308 

446 

Gannett 

6,504 

75.4 

309 

289 

Allegheny  Power 

6,447 

1.3 

310 

264 

Stone  Container 

6,399 

-8.7 

311 

310 

Mercantile  Bkshs 

6,349 

6.9 

312 

327 

Gillette 

6,340 

15.4 

313 

294 

WR  Grace 

6,298 

1.1 

314 

281 

UMB  Financial 

6,281 

-4.8 

315 

358 

Union  Carbide 

6,256 

24.4 

316 

308 

No  States  Power 

6,229 

4.6 

317 

468 

United  HealthCare 

6,216 

78.1 

318 

335 

Provident  Bncp 

6,205 

14.7 

319 

338  Cyprus  Amax  Mineral 

6,196 

14.6 

320 

311 

PPG  Industries 

6,194 

5.1 

321 

341 

First  Natl  Nebraska 

6,111 

16.1 

322 

380 

Cincinnati  Financial 

6,109 

29.0 

323 

325 

Warner-Lambert 

6,101 

10.3 

324 

288 

Cooper  Industries 

6,064 

5.3 

325 

262  Columbia  Gas  System 

6,057 

-15.5 

326 

345 

Air  Prods  &  Chems 

6,034 

16.4 

327 

349 

Deposit  Guaranty 

6,026 

17.4 

328 

305 

Corning 

5,987 

-0.6 

329 

360 

Ryder  System 

5,894 

1/.5 

330 

318 

TRW 

5,890 

4.5 

331 

■ 

ITT  Industries 

5,864 

5.1 

332 

367 

Loral 

5,830 

18.5 

333 

316 

Florida  Progress 

5,791 

1.3 

334 

368 

PHH 

5,742 

17.4 

335 

314 

Bethlehem  Steel 

5,700 

-1.4 

264 


Forbes  ■  April  22,  1996 


"Every  Monday  I  blade  along  this 
retch  of  road  that  runs  along  the 
ater  and  under  the  Golden  Gate 
ridge.  My  friends  think  I  should 
id  another  road.  'Too  hilly"  they 
ly.  'Too  much  work."  But  I've  always 
:lied  on  PowerBars'  to  give  my  body 


CHOCOLATE 


5- 


MALT-NUT 


the  energy  I  need  to  perform  at  my  best. 
They're  low  in  fat,  highly  nutritious 
and  made  from  healthy  ingredients 
like  fruit,  grains  and  oat  bran. 
Why  should  I  find  another  road? 
I  have  plenty  of  PowerBars.  And  I 
love  the  view." 


WILD  BERRY 


APPLE-CINNAMON 


STEVE  YOUNG 


I  A  N  A  N  A 


MOCHA 


Rank 

Company 

Assets 

% 

'95 

.'94 

($mil)  change 

336 

350 

Dan3 

5,694 

11.4 

337 

397 

AirTouch  Ccmmun 

5,648 

25.8 

338 

365 

Zions  Bancorp 

5,621 

13.9 

339 

322 

lllinova 

5,610 

0.6 

340 

346 

Hawaiian  Electric 

5,604 

8.3 

341 

366 

FirstMerit 

5,597 

13.7 

342 

276 

OnBancorp 

5,567 

-17.2 

343 

■  Cox  Communications 

5,555 

196.3 

344 

332 

Black  &  Decker 

5,545 

2.1 

345 

329 

Dun  &  Bradstreet 

5,516 

0.9 

346 

344 

Western  Resources 

5,491 

5.8 

347 

351 

First  Financial 

5,471 

7.2 

348 

357 

Case 

5,469 

8.3 

349 

■ 

Nextel  Commun 

5,467 

94.6 

350 

304 

Northrop  Grumman 

5,455 

-9.8 

351 

456 

Ingersoll-Rand 

5,454 

51.6 

352 

339 

Owens-Illinois 

5,439 

2.3 

353 

326 

Consol  Natural  Gas 

5,418 

-1.8 

354 

399  RR  Donnelley  &  Sons 

5,385 

20.9 

355 

321 

LTV 

5,380 

-3.7 

356 

378 

Wilmington  Trust 

5,372 

13.3 

357 

406 

First  Commercial 

5,361 

22.6 

358 

386 

Progressive 

5,353 

14.5 

359 

413 

Centura  Banks 

5,326 

25.6 

360 

411 

Ambac 

5,309 

23.7 

361 

354 

Dauphin  Deposit 

5,297 

4.5 

362 

394 

Limited 

5,267 

15.2 

363 

331 

Pacific  Enterprises 

5,259 

-3.4 

364 

375 

Crown  Cork  &  Seal 

5,235 

9.5 

365 

359 

Safeway 

5,194 

3.4 

366 

352  New  England  Electric 

5,191 

2.1 

367 

287 

Sun  Co 

5,184 

-19.8 

368 

441 

Alco  Standard 

5,142 

36.1 

369 

387 

Leucadia  National 

5,136 

9.8 

370 

343 

New  York  State  E&G 

5,114 

-2.1 

371 

■ 

Life  Partners  Group 

5,092 

41.9 

372 

■ 

CCB  Financial 

5,090 

7.8 

373 

384 

Keystone  Finl 

5,075 

7.8 

374 

382 

Alltel 

5,073 

7.6 

375 

374 

Navistar  Intl 

5,067 

5.7 

376 

369 

Honeywell 

5,060 

3.6 

377 

362 

Comdisco 

5,058 

1.3 

378 

385 

Eaton 

5,053 

7.9  . 

379 

383 

Kroger 

5,045 

7.2 

380 

370 

Collective  Bncp 

5,029 

3.3 

381 

377 

Trustmark 

4,993 

4.8 

382 

390 

Magna  Group 

4,947 

6.7 

383 

■ 

Long  Island  Bancorp 

4,935 

6.9 

384 

372 

Price/Costco 

4,925 

11.0 

385 

432 

Johnson  Controls 

4,885 

25.4 

386 

■ 

Computer  Assoc 

4,882 

62.5 

387 

353  Sumitomo  Bank  C 

4.856 

-4.3 

388 

405 

Eastman  Chemic 

4.854 

10.9 

389 

425 

Washington  Federu 

4.843 

19.5 

390 

376 

Union  Camp 

1.3 

■  Not  on  500  list  in  1994.  NA:  Not  av, 


266 


Rank 

Company 

Assets 

% 

•95 

'94 

($mil)  change 

391 

356 

Quaker  Oats 

4,824 

54.0 

392 

419 

Old  National  Bncp 

4,823 

16.1 

393 

363 

Continental  Airlines 

4,821 

4.8 

394 

395 

Unitrin 

4,819 

5.4 

395 

430 

Ralston  Purina 

4,806 

23.1 

396 

392 

Dillard  Dept  Stores 

4,779 

4.4 

397 

420  Southern  Pacific  Rail 

4,749 

14.4 

398 

401 

Riggs  National 

4,733 

6.9 

399 

■ 

Prudential  Reinsur 

4,678 

15.2 

400 

389 

Enova 

4,670 

0.6 

401 

409 

Schering-Plough 

4,665 

7.8 

402 

000 

J88 

Downey  Financial 

4,656 

0.1 

403 

410 

Boise  Cascade 

4,656 

8.4 

404 

421 

Phelps  Dodge 

4,646 

12.4 

405 

414 

Dresser  Industries 

4,623 

9.1 

406 

■ 

Valley  Natl  Bancorp 

4,586 

22.5 

407 

402 

Wisconsin  Energy 

4,561 

3.5 

408 

403 

Scana 

4,534 

3.2 

409 

497 

Advanta 

4,524 

45.3 

410 

■ 

MidAmerican  Energy 

4,524 

2.4 

411 

443 

AMP 

4,505 

19.5 

412 

448 

Tyson  Foods 

4,498 

21.7 

413 

■ 

Fremont  General 

4,477 

46.0 

414 

/inn 
4UU 

UUc 

4,459 

0.7 

415 

398 

Kellogg 

4,415 

-1.2 

416 

424 

Turner  Broadcasting 

4,395 

7.9 

417 

429 

Paccar 

4,391 

11.8 

418 

371 

Mead 

4,373 

-10.1 

419 

415 

Public  Service  Colo 

4,354 

3.5 

420 

396 

Supervalu 

4,339 

-3.6 

421 

435 

Marsh  &  McLennan 

4,330 

13.0 

422 

482 

Asarco 

4,327 

31.5 

423 

381 

Pennzoil 

4,308 

-8.7 

424 

426 

Westvaco 

4,305 

7.1 

425 

476 

FMC 

4,301 

28.3 

426 

391 

Fleming  Cos 

4,297 

-6.8 

427 

439 

Interpublic  Group 

4,260 

12.3 

428 

440 

Dial 

4,225 

11.8 

429 

431 

BOK  Financial 

4,222 

8.3 

430 

438 

Cullen/Frost  Bankers 

4,200 

10.7 

431 

373  Burlington  Resources 

4,165 

-13.4 

432 

■ 

City  National 

4,158 

38.0 

433 

418 

FirstFed  Financial 

4,140 

-0.4 

434 

454 

Albertson's 

4,136 

14.2 

435 

465 

Praxair 

4,134 

17.4 

436 

457 

Alleghany 

4,123 

14.9 

437 

422 

St  Paul  Bancorp 

4.117 

-0.4 

438 

452 

GATX 

4,043 

10.7 

439 

450 

Citizens  Bncp 

4,040 

9.5 

440 

490 

Marriott  Intl 

4,018 

25.3 

441 

428 

Nipsco  Industries 

4,000 

1.4 

442 

444 

Ohio  Casualty 

3.980 

6.5 

443 

379 

Melville 

3,962 

-16.3 

444 

459 

Citizens  Utilities 

3,918 

9.6 

445 

433 

Rohm  &  Haas 

3,916 

1.4 

Rank 

Company 

Assets 

% 

•95 

'94 

($mil)  change 

446 

470  Transatlantic  Holding 

3.899 

12.8 

447 

498 

UtiliCorp  United 

3,886 

24.9 

448 

472 

RCSB  Financial 

3,871 

13.0 

449 

■ 

Life  USA  Holding 

3,868 

26.2 

450 

451 

One  Valley  Bncp  WV 

3,858 

5.0 

451 

449 

Maxxam 

3,832 

3.8 

452 

■ 

Seagate  Technology 

3,830 

25.8 

453 

412 

Times  Mirror 

3,817 

-10.5 

454 

479  United  Carolina  Bcsh 

3,786 

13.6 

455 

4U4 

Masco 

3,779 

-13.9 

456 

■ 

Thermo  Electron 

3,745 

24.0 

457 

■ 

Automatic  Data 

3,728 

29.1 

458 

■ 

Colonial  BancGroup 

3,725 

34.6 

459 

484 

Associated  Banc-Cp 

3,698 

12.6 

460 

■ 

Natl  Commerce  Bncp 

3,695 

22.9 

461 

466 

McKesson 

3,674 

4.8 

462 

460 

NorAm  Energy 

3,666 

2.9 

463 

483 

Horace  Mann 

3,662 

11.5 

464 

453 

Ogden 

3.653 

0.2 

465 

340 

Halliburton 

3,647 

-1.9 

466 

455 

Boston  Edison 

3,644 

0.8 

467 

■ 

NIKE 

3,643 

22.9 

468 

■ 

Micron  Technology 

3,642 

86.1 

469 

■ 

CNB  Bancshares 

3,629 

37.0 

470 

458 

WR  Berkley 

3.619 

1.0 

471 

■ 

Illinois  Tool  Works 

3,613 

40.0 

472 

■ 

Freeport  Copper 

3,582 

17.8 

473 

■ 

Center  Financial 

3,580 

16.9 

474 

492 

Tyco  International 

3,559 

11.7 

475 

474 

Inland  Steel  Inds 

3,558 

6.1 

476 

436 

Host  Marriott 

3,557 

5.7 

477 

499 

Lowe's  Cos 

3,556 

14.5 

478 

■ 

Omnicom  Group 

3,528 

23.7 

479 

a 

IMC  Global 

3,522 

31.6 

480 

■ 

American  Standard 

3,520 

11.5 

481 

319 

General  Mills 

3,516 

NA 

482 

500 

Walgreen 

3,512 

13.2 

483 

464 

Sonat 

3,511 

-0.5 

484 

417 

Woolworth 

3,506 

-16.0 

485 

480 

TECO  Energy 

3,473 

4.9 

486 

■ 

Tele  &  Data  Systems 

3,469 

24.3 

487 

■ 

Citizens  Banking 

3,464 

28.1 

488 

462 

Portland  General 

3,448 

-3.1 

489 

478 

VF 

3,447 

3.3 

490 

■ 

Willamette  Inds 

3.414 

12.5 

491 

491  American  Water  Work 

3,403 

6.1 

492 

■ 

Fluor 

3,398 

22.1 

493 

.495 

New  York  Times 

3,377 

7.6 

494 

■ 

Fulton  Financial 

3,335 

8.2 

495 

487 

DPL 

3,323 

2.8 

496 

■ 

Sysco 

3,311 

9.9 

497 

■ 

Quick  &  Reilly  Group 

3.311 

16.0 

498 

■ 

North  Fork  Bancorp 

3.303 

21.5 

499 

■ 

BancorpSouth 

3,302 

31.1 

500 

■ 

Fidelity  Federal  Bank 

3,299 

-11.1 

Forbes  ■  April  22,  1996 


WE'RE  THE   BACKUP  GROUP  FOR   HIS  OUT-OF-TOWN  GIGS. 

/hen  the  electric  guitars,  amplifiers  and  sound  equipment  from  Peavey  Electronics  hit  the  road,  they're  headed 
ir  recording  studios  and  clubs  in  103  countries.  Backing  them  up  is  Chubb's  special  insurance  program.  Peavey's 
sadquarters  in  Mississippi  is  served  by  their  local  Chubb  office.  But  Peavey's  overseas  plants  and  distribution  cen- 
rs  are  covered  just  as  securely  for  risks  such  as  transit  and  product  liability  by  Chubb's  90-office  worldwide  network, 
s  one  of  the  world's  leading  business  insurers,  Chubb  has  more  than  112  years  of  experience— along  with  the 
ighest  ratings  for  financial  strength — to  make  us  an  international  player  ft 
ubb  do  for  your  business?  Ask  your  independent  agent  or  broker,  or 


OUR  WORLD 
/ITH  CHUBB 

r  promotional  purposes,  Chubb  refers  to  member  insurers 
nditions  and  exclusions  of  the  policies  as  issued.  Coverage 


Companies  underwriting  coverage.  Th 
ions.  Chubb  Group  of  Insurance  Co 


subject  to  the  terms, 
061-1615. 


Relax.  Help  Is  Qnb 


0,000  Miles  Away. 


Introducing  Lincoln  Continental's  Exclusive 
Personal  Security  Package  With  RESCU. 

Ten-thousand  miles  above  the  earth,  satellites  orbit  silently  through 
space,  waiting  for  the  owner  of  a  Lincoln  Continental  who  might 
someday  require  emergency  assistance.  With  the  push  of  a  button,  the 
available  RESCU  System  (Remote  Emergency 
Satellite  Cellular  Unit)  uses  global  positioning 
satellites  to  determine  your  location.  Your 
position  is  then  relayed  via  your  cellular  phone  to  the  Lincoln  Security 
Response  Center  which  will  dispatch  assistance  and  keep  you 
informed.*  This  innovative  Personal  Security  Package  also  includes  the 
SecuriTire  System.  A  system  that  warns  you  of  tire  pressure  loss  and 
allows  you  to  drive  up  to  50  miles  even  after  a  puncture."  Further  proof 
that  Lincoln  will  go  to  incredible  lengths  to  bring  you  the  ultimate 
luxury — peace  of  mind.  For  more  information  call  1  800  446-8888  or 
enter  http://www.Lincolnvehicles.com  for  Internet  access. 

'Subject  to  cellular  service  area  limitations.  "Driving  distance  dependent  on  load,  speed  and  driving  conditions. 


LINCOLN 

What    A    Luxury   Car    Should  Be 


arket 


America's  500  most  valuable  companies 
are  worth  $5  trillion,  roughly  $1.2  trillion 
higher  than  the  previous  year. 

By  John  H.  Christy 

You  COULD  OWN  all  these  companies  for  $5  trillion. 
What  would  that  $5  trillion  buy  you?  Combined  earn- 
ings of  $266  billion.  Thus,  the  big  stocks  trade  at  19 
times  earnings — not  outlandish,  but  not  exactly  cheap, 
either.  The  market's  average  ratio  of  price  to  earnings 
over  the  past  68  years  has  been  14. 

General  Electric,  with  $126  billion  in  common-stock 
market  value,  is  the  most  highly  valued  company  in  the 
world.  (Japan's  NTT  is  second,  with  $113  billion.) 
Second  place  in  the  U.S.  goes  to  Atlanta-based  Coca- 
Cola,  which  sold  $18  billion  worth  of  soft  drinks  and 
soft-drink  syrup  last  year  as  its  market  value  climbed 
37%,  to  $101  billion. 

The  computer  industry  fared  well  on  Wall  Street.  With 
$61  billion  in  capitalization,  Microsoft  joins  the  top  10. 
Close  behind  are  Hewlett-Packard,  now  ranked  13th, 
and  Intel,  15th.  In  1991  Oracle  Corp.'s  capitalization 
was  $1.2  billion;  it  is  now  $21  billion,  good  enough  for 
the  51st  position.  Since  1994  Digital  Equipment  has 
returned  to  profitability,  and  its  market  value  has  more 
than  doubled,  to  $9.9  billion.  Given  the  recent  slow- 
down in  the  computer  business,  many  hardware  and 
software  companies  will  have  a  tough  time  maintaining 
these  handsome  valuations. 

Among  the  big  gainers:  Boston  Scientific,  a  maker  of 
medical  devices,  whose  market  value  climbed  250%,  to 


$8.2  billion. 

The  airline  industry 

was  also 

on  the 

Winners 

Market 

% 

value 

change 

($mil) 

229  « 

cend  Communications 

5,573 

500.0+ 

216  ■ 

^otics 

5,858 

337.7 

401  ■ 

FOK.  *ems 

3,000 

307.7 

233  ■ 

Healths 

5,484 

297.8 

261  ■ 

HFS 

4,895 

284.4 

■  Not  on  500  list  in  1994. 

As  users  rushed  to  get  on-line,  US  Robotics,  a  modem 
manufacturer,  saw  its  market  value  quadruple. 


value 


rebound.  Northwest  Airlines'  market  value  rose  133%, 
ual's  123%,  Southwest  Airlines'  86%  and  amr's  48%. 

Only  35  stocks  on  the  list  lost  market  value,  and  many 
of  these  losers  are  retailers.  Wal-Mart  fell  out  of  the  top 
ten,  and  Kmart's  capitalization  slid  15%.  Bausch  & 
Lomb,  Cummins  Engine,  National  Semiconductor, 
Niagara  Mohawk  Power  and  Woolworth  are  among  the 
stocks  that  fell  off  this  list.  HI 


Losers 

Rank 

Company 

Market 

% 

'95 

•94 

value 

change 

($mil) 

278 

136 

Novell 

4,571 

-33.0 

498 

299 

Advanced  Micro  Devices 

2,328 

-29.7 

380 

228 

Apple  Computer 

3,200 

-24.6 

372 

237 

General  Instrument 

3,240 

-20.9 

420 

279 

Harrah's  Entertainment 

2,839 

-20.8 

Stocks  that  missed  the  rally  in  technology:  Advanced 
Micro  Devices,  Novell  and  Apple  Computer. 


270 


Forbes  ■  April  22,  1996 


I  AT&T 


836  000  0000  0001 


Ask  -Pov  c\  R<3<5v*a  TU*nf  WovVs,5"  <a  Viv\^-sae<A  AesV,      usable  l^wp,  economic  clwv, 

plus  ouFlefs  <?w<A  <A<?vf<?\p<5vT-  tnf  eye  level  (msfe^  o-P  ^Ule  level).  UvOike  OT-Uev  Uofels, 
vwe  <Aov\'f  cU^v^e  exH^v  -Pov-  <nll  fUe  e*fv-<ns.  Ah<A  we  v\evev  cU^v^e      access  -Pee  -Pov 
AT&T  C*nlUv\g  Ctf>\v<A  cavils  eifUev.  Fov  vesevv^Ho^s,  pUov\e  youv  H«nvel  o\$eWr  ov  %00-H%-c\lJjO.  We  believe: 

Harriott 


HOIIIS    KI  SORiS    SHI  II  S 


Currently  available  at  no  extra  cost  in  over  70  hotels,  including  all  ma|or  markets,  with  continued  expansion  throughout  1996 


I  UHLUt  dUU 


Rank 

Company 

Market 

I 

i  Rank 

Company 

Market 

% 

'95 

'94                      >  value 

change  1 

*95 

'94 

value 

change 

($mil) 

($mil) 

1 

1 

General  Electric 

126,238 

36.4 

57 

70 

Travelers  Group 

19,861 

59.9 

2 

4 

Coca-Cola 

101,147 

35.5  •! 

58 

■ 

Sears,  Roebuck 

19,573 

NA 

3 

2 

AT&T 

98,122 

18.6 

59 

59 

MCI  Communication 

19,294 

39.7 

4 

3 

Exxon 

98,118 

21.1 

60 

■ 

Allstate 

18,513 

50.7 

5 

7 

Philip  Morris  Cos 

79.138 

46.5 

* 

61 

43 

Atlantic  Richfield 

18,091 

0.8 

6 

6 

Merck 

76,342 

39.0 

62 

55 

Emerson  Electric 

17,896 

23.3 

7 

10 

General  Motors 

69,947* 

54.3 

63 

103 

Monsanto 

17,733 

108.2 

8 

8 

IBM 

65,664 

35.2 

64 

84 

Computer  Associates 

17,570 

73.3 

9 

12 

Johnson  &  Johnson 

60,882 

51.5 

65 

53 

Anheuser-Busch  Cos 

17,120 

15.4 

10 

11 

Microsoft 

60,811 

49.6 

66 

54 

Time  Warner 

17,073 

16.6 

11 

9 

Procter  &  Gamble 

57,058 

19.8 

67 

66 

Kellogg 

16,632 

26.9 

12 

5 

Wal-Mart  Stores 

54,530 

-2.6 

68 

100 

Amgen 

16,507 

on  a 

89.4 

13 

22 

Hewlett-Packard 

50,929 

66.1 

69 

■ 

First  Union 

16,393 

32.1 

14 

20 

PepsiCo 

49,152 

55.8 

70 

64 

Sara  Lee 

15,974 

20.7 

15 

15 

Intel 

48,336 

44.7 

71 

75 

AlliedSignal 

15,906 

46.4 

16 

26 

Walt  Disney 

47,040 

63.5 

72 

■ 

First  Data 

15,743 

47.8 

17 

13 

du  Pont  de  Nemours 

45,134 

14.7 

73 

68 

Campbell  Soup 

15,588 

23.9 

18 

14 

Mobil 

44,191 

24.9 

"7  A 

74 

CO 

bj 

Southern  Co 

1  C  400 

15.480 

1  c  c 
15.5 

19 

29 

Berkshire  Hathaway 

43,880 

67.8 

75 

78 

Lockheed  Martin 

15,094 

41.8 

20 

17 

American  Intl  Group 

43,687 

31.9 

76 

61 

AirTouch  Commun 

15,089 

10.5 

21 

18 

Bristol-Myers  Squibb 

42,692 

30.0 

77 

72 

JP  Morgan  &  Co 

15,027 

32.6 

22 

16 

GTE 

40,475 

22.0 

78 

65 

WMX  Technologies 

14,916 

13.6 

23 

27 

Pfizer 

40,068 

48.5 

79 

73 

Banc  One 

14,807 

35.0 

24 

48 

Citicorp 

37,805 

123.8 

80 

81 

Federal  Home  Loan 

14,571 

41.1 

25 

28 

Ford  Motor 

37,668 

43.0 

81 

■ 

U  S  West  Commun 

14,566 

NA 

26 

25 

BellSouth 

36,033 

23.1 

82 

74 

Union  Pacific 

14,443 

31.7 

27 

31 

McDonald's 

35,862 

47.2 

83 

71 

Xerox 

14,423 

16.5 

28 

21 

Chevron 

35,807 

14.4 

84 

50 

Viacom 

14,372 

-14.3 

29 

23 

Amoco 

34,872 

15.2 

85 

82 

Caterpillar 

13,968 

35.3 

oO 

36 

Federal  Natl  Mort 

34/bU 

64.0 

86 

on 
80 

Warner-Lambert 

13.951 

OO  0 

ii.i 

31 

38 

Eli  Lilly 

33,527 

67.0 

87 

108 

United  Technologies 

13,502 

65.5 

32 

19 

Motorola 

32,897 

1.0 

88 

116 

Medtronic 

13,287 

70.3 

33 

24 

Abbott  Laboratories 

32,229 

9.0 

89 

■ 

Tele-Com-TCI 

12,963 

NA 

34 

30  SBC  Communications 

31,142 

20.4 

90 

88 

HJ  Heinz 

12,635 

30.1 

35 

35  American  Home  Prod 

30,939 

35.6 

91 

99 

May  Dept  Stores 

12,551 

42.8 

00 

■ 

Chase  Manhattan 

on  ceo 

82.0 

92 

184 

Burlington  Santa  Fe 

12,461 

134./ 

37 

33 

Ameritech 

30,115 

26.6 

93 

97 

Raytheon 

12,426 

39.0 

38 

47 

Boeing 

27,858 

64.6 

94 

101 

Rockwell  Intl 

12,410 

45.1 

39 

34 

Bell  Atlantic 

26,919 

15.9 

95 

83 

Sprint 

12,407 

22.3 

40 

44 

BankAmerica 

26,868 

51.6 

96 

91 

Baxter  International 

12,371 

31.3 

41 

92 

Cisco  Systems 

26,861 

186  2 

97 

118 

Norwest 

12,258 

57.8 

A  *0 

4^ 

32 

Minn  Mining  &  Mfg 

26,588 

10.9 

98 

159 

First  Interstate  Bncp 

12,168 

107.2 

43 

45 

Eastman  Kodak 

25,293 

42.8 

99 

■ 

First  Chicago  NBD 

12,152 

22.1 

44 

52 

Columbia/HCA 

24,018 

29.4 

100 

94 

Automatic  Data 

11,690 

28.7 

45 

37 

Home  Depot 

23,602 

13.9 

101 

89 

Colgate-Palmolive 

11,566 

20.1 

46 

51 

American  Express 

23,370 

45.0 

102 

79 

General  Re 

11,550 

8.9 

47 

58 

Chrysler 

23,314 

63.5 

103 

170 

NIKE 

11,405 

106.9 

48 

41 

Gillette 

23,117 

26.1 

104 

107 

Wells  Fargo 

11.349 

38.7 

49 

39 

Dow  Chemical 

22,272 

17.8 

105 

67 

Pacific  Telesis 

11,289 

-11.6 

50 

49 

Texaco 

21,562 

28.0 

106 

86 

JC  Penney 

11.228 

12.9 

51 

57 

Oracle 

21,275 

48.3 

107 

112 

United  HealthCare 

11,107 

37.7 

52 

■ 

Kimberly-Clark 

21,271 

47.8 

108 

141 

Deere  &  Co 

11,029 

65.3 

53 

56 

Schering-Plough 

21,122 

46.7 

109 

98 

Norfolk  Southern 

10,905 

22.5 

54 

■ 

Pharmacia  &  Upjohn 

21,089 

1371 

110 

137 

Alcoa 

10.679 

58.8 

55 

46 

Nynex 

21,080 

23.3 

111 

104 

Compaq  Computer 

10,613 

25.1 

56 

60 

NationsBank 

20,296 

47.2 

112 

124 

ConAgra 

10,441 

39.9 

includes  Class  E  and  Class  H  stock. 


Rank 

Company 

Market 

% 

'95 

'94 

value 

change 

($mil) 

113 

■ 

Fleet  Finl  Group 

10,312 

38.3 

114 

96 

International  Paper 

10,245 

13.2 

115 

93 

Phillips  Petroleum 

10,223 

11.6 

116 

147 

McDonnell  Douglas 

10,162 

58.3 

117 

95 

Dun  &  Bradstreet 

10,121 

12.6 

1 1  a 

1 10 

i  i  n 
1 1  u 

urL  international 

in  ncc 

OA  1 

119 

77 

Pacific  G&E 

9,988 

-6.2 

120 

160 

Bank  of  New  York 

9,955 

70.4 

121 

109 

Texas  Instruments 

9,943 

22.6 

122 

165 

PNC  Bank 

9,940 

74.6 

123 

113 

Duke  Power 

9,884 

23.3 

1  OA 

CUD 

Digital  Equipment 

Q  pen 

i  in  q 

1 1U.3 

125 

115 

Merrill  Lynch 

9,769 

22.3 

126 

85 

Archer  Daniels 

9,696 

-3.6 

127 

■ 

U  S  West  Media 

9,682 

NA 

128 

123 

Gannett 

9,629 

28.8 

129 

102 

Tenneco 

9,621 

12.6 

l  i/i 
114 

Mioenson  s 

Q  M9 

1Q  1 
1  j.j 

131 

106 

CSX 

9,499 

15.5 

132 

117 

AMP 

9,349 

20.1 

133 

162 

Loews 

9,279 

59.8 

134 

125 

PPG  Industries 

9,237 

25.3 

135 

87 

General  Mills 

9,204 

NA 

1  9jC 
Iju 

1 1 Q 
113 

DID    Kl  n  hi  c  i~r\ 

KJK  INaDISCO 

Q  1 1  n 
y ,  1 1  u 

1  7  fi 

137 

120 

Weyerhaeuser 

9,060 

18.3 

138 

126 

Dean  Witter  Discover 

9,036 

24.1 

139 

173 

Cigna 

8,988 

64.0 

140 

129 

Texas  Utilities 

8,336 

24.2 

141 

111 

Enron 

8,736 

8.0 

1  AO 

149 

Aetna  Life  &  Cas 

P.  ceo 
o.OJo 

jo.D 

143 

133 

KeyCorp 

8,570 

23.5 

144 

306 

Sun  Microsystems 

8,409 

162.0 

145 

169  Rhone-Poulenc  Rorer 

8,339 

49.8 

146 

135 

Chubb 

8,278 

20.5 

147 

186 

First  Bank  System 

8,276 

60.3 

1  Att 

393 

Boston  Scientific 

8  9dQ 

ocn  A 

149 

248 

WorldCom 

8,198 

107.0 

150 

145  Occidental  Petroleum 

8,137 

24.3 

151 

278 

Loral 

8,090 

124.3 

152 

161 

Walgreen 

7,969 

36.7 

153 

121 

Corning 

7.932 

3.7 

1  ZA 
134 

189 

Illinois  Tool  Works 

7  0.1  7 

1 ,111 

CJ  Q 
54.0 

155 

212 

Gap 

7,913 

74.2 

156 

153 

SunTrust  Banks 

7,909 

26.9 

157 

134 

Unocal 

7,884 

14.7 

158 

182 

Goodyear 

7,868 

47.4 

159 

203 

WR  Grace 

7,819 

66.3 

160 

127 

American  Brands 

7,793 

8.1 

161 

154 

Wachovia 

7,590 

22.8 

162 

157 

American  Electric 

7,559 

26.5 

163 

150 

FPL  Group 

7,558 

20.8 

164 

191 

Mattel 

7,541 

48.4 

165 

190 

Morgan  Stanley 

7,527 

47.7 

166 

188 

Westinghouse 

7,524 

46.7 

167 

130 

Toys  'R'  Us 

7,442 

5.8 

168 

132 

Edison  International 

7,375 

6.3 

IMA: 

Not  available. 

Forbes  ■  April  22,  1996 


COMMERCIAL 
INSURANCE 


It  usually  starts  with  a  minor  problem.  A  broken  piece  oj 
equipment,  perhaps.  Next  thing  you  know,  a  disastrous  chain 
eaction  leaves  you  with  thousands  of  dollars  in  losses  and  an  insurance  policy  that 
omes  up  short. 

At  the  Hartford,  unlike  most  insurance  companies,  we  take  the  time  to  learn  about 
very  business  we  insure.  Only  then  can  we  uncover  potential  problems,  as  well  as 
be  ejjects  they'll  have  down  the  line.  And  only  then  can  we  make  sure  you're  not 
nder-insured,  or  just  as  importantly,  over-  insured. 

Why  not  talk  to  us  about  your  company's  needs?  After  all,  when  a  string  of  problems  arises,  ITT  HARTFORD 
f's  nice  to  know  your  insurance  company  won't  be  one  of  them. 


No  One's 
Better 
Prepared  for 
Tomorrow. 


SIT  OUR  WEB  SITE  AT  http  //www  itthartford.com 
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Rank 

Company 

Market 

% 

'95 

•94 

value 

change 

($mil) 

1  CO 

1/IC 
HO 

Consolidated  Edison 

1?  7 

1  /u 

1  79 

Pitney  Bowes 

7  0 1  rt 

Ji.O 

171 

on 

ill 

3Com 

7  VQ7 

101  1 
1U1. 1 

1  70 

lie. 

ICC 

loo 

IVieilOn  DdllK 

7  777 

1  73 

I/O 

m 

14H 

American  ucricidi 

m  a 

1  U.4 

174 

131 

US  Healthcare 

7,182 

2.9 

i7i; 

1/0 

1  87 
18/ 

Ralston  Purina 

7  1  OR 

/,l£J 

■?R  fi 
oo.O 

1  7fi 
I/O 

p 

ITT 

7  111 

NA 

1  77 
III 

1  7/1 
1/4 

nercuies 

7  (IfiQ 
/  ,U0o 

9Q  1 
L  j.O 

1  7ft 
I/O 

9n.fi 

iUO 

AMP 

fi  Q9(l 

HO.  1 

1  7Q 
11 V 

1 7Q 

i/y 

wm  wngiey  jr 

fi  Qfl9 

0,  J\)L 

9R  R 
lO.O 

180 

265 

Bay  Networks 

6,824 

80.3 

1  ft  1 
101 

9/19 

reucrdicu  uepi  oiia 

fi  RflS 
o,ouj 

fiQ  i 
0  j. 4 

1  ft9 
IS/ 

9(1/1 
£U4 

Honeywell 

fi  7RS 
0,  /  0J 

44. 0 

1  ft? 
loo 

i  fifi 

1  JO 

ft  fl -i  r  r  i-»  9   ftfl/*»l  r,  ir,  iii 

rvidrsn  &  iviCLennan 

fi  77Q 
0,/  Ij 

191 

1  Q/l 
104 

199 

Micron  Technology 

fi  7fiJ 

fi  i 
—0.4 

1  ft£ 

1 fi9 
lot 

Dominion  Resources 

fi  74R 
0,/ 40 

R  (1 
o.u 

186 

183 

Unicom 

6,717 

26.0 

1  ft7 
10/ 

91fi 
Zlo 

nersney  roous 

fi  K9J 

1Q  (1 

4  j.U 

1  ftft 

loo 

991; 

naiiiDunon 

fi  fi9J 

fil  R 
J4.0 

1  ftQ 
IOj 

9n7 

icxiron 

fi  fi?9 

17  1 
40.4 

i  on 

991 
£l4 

MDMA 
IVI D  I^H 

fi  Sdl 

U,  J40 

fi9  fi 

1Q1 
ij  i 

977 
too 

nuuociiuiu  1 1 ill 

6  484 

ou.o 

192 

140 

Georgia-Pacific 

6,449 

-3.7 

1  Q? 
170 

177 
ill 

Air  PrnHr    1?  Phomc 

Mir  nous  ot  tneins 

fi  J9fi 
0,4(10 

1Q  (1 

1  q/l 

ZoU 

union  L-drDiuc 

fi  i]  fi 
0,41  J 

fi9  fi 

1 

170 

9fin 

HICO  OLdnUdlU 

fi  7fi9 

fi7  1 
0/  .1 

1  Qfi 
17D 

17Q 

Pi  iK  Ci/r  PnttrnrrcD 

o.ooz 

fi  fi 

J.J 

1Q7 

17/ 

lto 

RrrnA/n  i  no.  Foi  r  i  c  1  nHc 
Ol  UWI  III  Ig-ICl  113  1 1  Mo 

fi  ?19 

-1  fi 

198 

229 

Marriott  Intl 

6,282 

49.3 

i  qq 

177 

ifil 

104 

f^o  fi o n tor  h 

fi  97fi 

0.0 

9nn 

1  fiR 

1  JO 

1  KT  Inr 

uo  i  inc 

K  9KQ 

fi  7 
J./ 

201 

256 

6  238 

59.6 

9D9 

9flR 

Mppneo  iviaienais 

fi  91 1 
0,Zlo 

71  R 
04.0 

203 

200 

Fntorov 
ciucrgy 

6 178 

30  1 

JU.  1 

204 

197 

Dayton  Hudson 

6,054 

22.5 

9iTi 

1Qfi 
130 

Sysco 

fi  nfi9 

99  9 

206 

0 1  CL 
1 1 0 

Conraii 

k  (in 

0,U04 

77  1 
o/.l 

207 

riccpuil  VrfUppci 

fi  QfiQ 

J,  JO  0 

71  7 
01. 1 

9f1ft 

1Q9 

uuraceii  inn 

fi  on 

Ifi  R 
10.0 

Co  -i  o  a  to  Tor*rtnr»lncr\j 
ocdgdlc  1  cLllllUIUgy 

fi  RRR 
0,000 

99fi  9 

210 

232 

CUC  International 

5,888 

41.3 

91  1 

Avon  Products 

D.tSiSj 

1 

40. 1 

91  9 

£01 

lurner  Droaacasung 

j,cSoU 

fil  fi 
D4.D 

91  3 

07C 
CIO 

Safeway 

^  077 
3,0/  / 

01.4 

914 

Fluor 

D,0Dj 

At.  Q 
40. S 

215 

168 

PFPO  Fnprov 
r  Lw  ullcigj 

JtODil 

fi  7 

J.O 

91  fi 
tio 

Uo  nODOIICS 

J,OJ0 

997  7 
oil  .1 

217 

■ 

Cox  Communications 

5,842 

NA 

218 

227 

Barnett  Banks 

5,775 

35.3 

219 

219 

TRW 

5,773 

31.8 

220 

180 

A'ltel 

5,773 

7.8 

221 

176 

PacifiCorp 

5,757 

6.6 

222 

223 

CoreStates  Financial 

5,746 

33.7 

223 

210 

Eastman  Chemical 

5,713 

25.3 

224 

234 

Morton  International 

5,680 

37.8 

■  Not  on  500  list  in  1994.  NA:  Not  available. 


Rank 

Company 

Market 

% 

'95 

'94 

value 

change 

($mil) 

178  RR  Donnelley  &  Sons 

5,677 

5.2 

181 

Lowe's  Cos 

5,672 

6.1 

997 

258 

Aon 

5,629 

45.7 

998 
£.£.0 

290 

rttth  Third  Bancorp 

5,612 

63.3 

99Q 

A«;cpnH  rnmmun 

nov>ci iu  vuiiimiuii 

5,573 

500.0  4- 

230 

209 

Central  &  So  West 

5,534 

21.0 

931 

■ 

1 1 1  HartTord  Oroup 

5,519 

NA 

232 

90 1 

2U1 

UoA-iviaratnon 

5,497 

16.0 

233 

■ 

Healttiboutn 

5,484 

297.8 

361 

Service  Corp  Intl 

5,453 

108.1 

235 

251 

Tyco  International 

5,452 

38.5 

236 

325 

Praxair 

5,446 

83.5 

237 

194 

Houston  Industries 

5,432 

8.2 

238 

ICO 

163 

Intl  Flavors  &  Frags 

5,424 

-6.4 

239 

900 

283 

Newmont  Mining 

5,420 

54.5 

240 

1  no 
199 

Genuine  Parts 

5,410 

12.0 

241 

202 

Nucor 

5,401 

14.8 

242 

291 

Dover 

5,399 

57.3 

243 

000 

Thermo  Electron 

5,331 

106.5 

244 

9CC 

zoo 

Becton  Dickinson 

5,328 

41.6 

245 

901 

231 

Winn-Dixie  Stores 

5,324 

27.5 

246 

91  n 
olu 

Bank  of  Boston 

5,310 

68.6 

247 

142 

Limitpri 

5,279 

-20.7 

248 

236 

Bankers  Trust  NY 

5,278 

28.5 

249 

9C9 

Lincoln  National 

5,274 

38.7 

250 

OCA 

Dresser  Industries 

5,198 

36.8 

251 

Transamerica 

5,186 

31.7 

252 

344 

Williams  Los 

5,136 

82.8 

253 

322 

Cabletron  Systems 

5,066 

67.4 

254 

385 

Informix 

5,020 

107.2 

255 

7A1 
Z4/ 

PTrnlim   Drtmar   0  It 

Carolina  rower  &  Li 

5,019 

26.4 

256 

on7 
oU7 

Boatmen's  Bancshs 

5,000 

55.9 

257 

lOD 

Reader's  Digest  Assn 

4,977 

-5.9 

258 

91  0 

Amerada  Hess 

4,952 

12.4 

259 

■ 

Frontipr 

4,922 

44.9 

260 

238 

National  City 

4,912 

21.1 

261 

■ 

lire 

4,895 

284.4 

262 

■ 

US  Bancorp 

4,854 

22.7 

263 

zd4 

Dlt  Lnergy 

4,843 

23.3 

264 

occ 
356 

bailie  Mae 

4,801 

78.0 

265 

243 

Macrri 

'¥1  a  OL.  U 

4,772 

19.1 

266 

314 

EMC 

4,770 

54.6 

267 

171 

Kmart 

4,708 

-14.5 

268 

■ 

America  Online 

4,708 

236.6 

269 

449 

Northwest  Airlines 

4,707 

132.6 

270 

390 

Parametric  Tech 

4,702 

97.9 

271 

273 

Rohm  &  Haas 

4,679 

28.0 

272 

316 

Kroger 

4,665 

52.1 

273 

193  Burlington  Resources 

4,636 

-8.1 

274 

255 

Eaton 

4,628 

18.1 

275 

214 

Quaker  Oats 

4,617 

3.1 

276 

239 

Equitable  Cos 

4,617 

14.2 

277 

395 

Chiron 

4,590 

96.0 

278 

136 

Novell 

4,571 

-33.0 

279 

347 

Charles  Schwab 

4,568 

63.6 

($mil) 

280 

175 

Rubbermaid 

4,541 

-16.6 

281 

270 

Chamnion  Intl 

4,535 

23.4 

282 

226 

St  Paul  Cos 

JL    1    QUI    VU  j 

4,535 

6.1 

283 

272 

AutoZone 

4,521 

23.5 

284 

317 

Franklin  Resources 

4,510 

47.2 

285 

301 

Comerica 

4,500 

38.4 

286 

308 

Ingersoll-Rand 

4,498 

40.8 

287 

296 

Hilton  Hotels 

4,496 

34.7 

288 

387 

Southwest  Airlines 

4,494 

85.8 

289 

259 

Cinerpv 

,t*  SJ 

4,494 

17.0 

290 

359 

Green  Tree  Financial 

4,492 

68.6 

291 

267 

Phelps  Dodge 

4,485 

19.6 

292 

■ 

Tele-Com-Liberty 

4,471 

NA 

293 

285 

McGraw-Hill  Cos 

4,453 

27.3 

294 

284 

Safeco 

4,410 

25.9 

295 

298 

Panhandle  Eastern 

4,399 

32.6 

296 

318 

Pioneer  Hi-Bred  Intl 

4,394 

43.4 

297 

241  Great  Lakes  Chemical 

4,361 

8.3 

298 

300 

Clorox 

4,348 

33.2 

299 

252 

Aflac 

4,342 

10.3 

300 

245 

Whirlpool 

4,324 

8.4 

301 

257 

Newell  Co 

4,323 

10.7 

302 

286 

American  Stores 

4,320 

24.0 

303 

302 

UNUM 

4,288 

32.0 

304 

304 

Tenet  Healthcare 

4,260 

32.3 

305 

400 

Tellabs 

4,174 

79.6 

306 

352 

Dillard  Dept  Stores 

4,140 

50.3 

307 

274 

Tribune 

4.136 

13.5 

308 

324 

Coastal 

4,133 

38.4 

309 

351 

Baker  Hughes 

4,113 

48.6 

310 

410 

Mirage 

4,109 

86.2 

311 

■ 

Estee  Lauder  Cos 

4,091 

NA 

312 

288 

Providian 

4,081 

18.4 

313 

263 

Comcast 

4,066 

6.9 

314 

336 

Delta  Air  Lines 

4,043 

40.2 

315 

289 

Consol  Natural  Gas 

4,036 

17.3 

316 

211 

Cooper  Industries 

4,018 

-11.9 

317 

303 

Nordstrom 

4,008 

24.2 

318 

434 

Times  Mirror 

4,003 

91.9 

319 

271 

Union  Electric 

3,996 

9.1 

320 

372 

Computer  Sciences 

3,976 

57.1 

321 

408 

MFS  Communication 

3,975 

78.3 

322 

268 

Federal  Express 

3,972 

7.9 

323 

198 

Silicon  Graphics 

3,943 

-19.5 

324 

292 

Baltimore  G&E 

3,909 

15.2 

325 

281 

Dow  Jones 

3,897 

10.5 

326 

253 

Humana 

3,890 

-1.1 

327 

383 

State  Street  Boston 

3,872 

59.5 

328 

360  Southern  Pacific  Rail 

3,864 

45.5 

329 

276 

Salomon 

3,859 

6.1 

330 

■ 

HBO  8c  Co 

3,854 

173.7 

331 

■ 

Case 

3,795 

117.1 

332 

293 

General  Public  Utils 

3,795 

13.5 

333 

348 

Jefferson-Pilot 

3,783 

35.8 

334 

■ 

Nextel  Commun 

3,780 

155.6 

335 

319 

PP8.L  Resources 

3,766 

23.4 

274 


Forbes  ■  April  22,  1996 


am  frequent  traveler  mileage 
even  after  you  land. 


Hertz  and  our  frequent  travel 
partners  let  you  earn  more  miles, 
credits  and  points. 

DOMESTIC  U.S.  PROGRAMS 
Alaska  Airlines  Mileage  Plan 
American  Airlines®  AAdvantage® 
Continental  OnePassSM 
Delta  Air  Lines  SkyMiles™ 
Midwest  Express  Frequent  Flyer  Program 
Northwest  Airlines  WorldPerks® 
Southwest  Airlines® 
United  Airlines  Mileage  Plus® 
USAir  Frequent  Traveler  Program 

WORLDWIDE  HOTEL  PROGRAMS 

Growne  Plaza  Preferred™ 
Holiday  Inn®  Priority  Club® 
Marriott  Honored  Guest®  Awards 

WORLDWIDE  PROGRAMS 
Aer  Lingus  TAB 
Air  France  Frequence  Plus 
Air  New  Zealand  Air  Points 
Alitalia  MilleMiglia 
Braathens  SA.F.E. 
British  Airways  Executive  Club® 
China  Airlines  Dynasty  Flyer  Program 
EL  AL 
Finnair  Plus 
Iberia  Plus 

Ieelandair  Frequent  Flyer  Programme 

Passages 

Qantas  Frequent  Flyer  Program 
SAS  Eurobonus 

Swissair/Austrian  Airlines  Qualiflyer 


exactly. 


-Rank'  ' 

Company 

Market 

% 

•m 

':94 

value 

change 

($mil) 

336 

326 

General  Dynamics 

0  7/17 
J,/4/ 

OC  Q 

337 

353  Coca-Cola  Enterprise 

O  700 

3,1 £8 

OC  1 

3b. 1 

338 

327 

Reynolds  Metals 

0  7  10 

i, in 

OC  7 

£0.1 

339 

000 
333 

Sherwin-Williams 

0  710 

00  0 

340 

335 

Price/Costco 

0  coc 
o.bob 

07  7 

3d1 

OH  1 

213 

H&R  Block 

3.683 

-18.2 

O  A  ^ 

342 

311 

LSI  Logic 

o  ceo 
o.boo 

1  7  7 

343 

282 

Melville 

0  C0A 

o.bou 

7  7 

0.3 

Oyl  A 

o44 

305 

VF 

7  CQQ 

0,003 

1 1  7 

O  A  C 

345 

987 
£07 

union  udinfj 

7  CC1 
0,J3l 

7  n 

o.U 

346 

338 

Molex 

J,  1)44 

07  7 

Li.l 

347 

309 

WW  Grainger 

3,504 

10.9 

34o 

■ 

Netscape  Commun 

7  dOO 
0,400 

MA 

349 

350 

Cincinnati  Financial 

7  ^09 

0,4o7 

OC  7 
£3.J 

o  crt 

350 

343 

Interpublic  Group 

o,4bll 

77  1 
£0.1 

351 

440 

Linear  Technology 

7  d  70 
0.403 

C7  C 

b/.S 

352 

■ 

IMC  Global 

7  lot 

170  0 

lou.U 

353 

358 

Allegheny  Power 

3,425 

27.6 

OCA 

354 

397 

EW  Scripps 

7  /101 
0,4£l 

AC  C 

4b. D 

o  c  c 
Job 

■ 

Cascade  Commun 

7  AdA 

0,4'J4 

7C7  0 

£b/.£ 

o  cc 
356 

321 

Ohio  Edison 

7  70C 

0,033 

1  1  0 
11.3 

0  C7 
00/ 

249  DSC  Communications 

7  7Q1 

o.ool 

1d  C 
-14, b 

3bo 

398 

Dana 

7  770 

A  A  7 

44./ 

359 

444 

Analog  Devices 

3,376 

65.8 

ooU 

405 

MGIC  Investment 

7  771 
0,0/1 

/1Q  0 
48.3 

3ol 

339 

Knight-Ridder 

0  OC 0 

3,353 

1  0  1 

io.l 

oco 

0£U 

WpllPnint  Health 
VVcllrUllll  ncdllli 

o,o4b 

10  0 

1U.£ 

oc  o 
3o3 

399 

Huntington  Bancshs 

0  007 
i,iil 

dO  0 

42.6 

oo4 

420 

Circus  Circus 

7  70d 
J,0£4 

CO  c 

bo. b 

365 

467 

Firstar 

3,313 

46.4 

job 

377 

Anadarko  Petroleum 

o  ono 
3, £33 

00  0 

32.0 

OCT 
00/ 

330 

No  States  Power 

7  777 

19/1 
liA 

JDS 

425 

First  USA 

7  OPQ 
O/OO 

C7  0 
307 

0CO 

312 

Harcourt  General 

0  OC 0 

3,£bo 

C  1 

b.l 

0/U 

280 

Tyson  Foods 

7  OC  1 

o/bl 

7  7 

371 

345 

Willamette  Inds 

3,258 

16.1 

07*5 

237 

General  Instrument 

3,240 

-20.9 

0"70 

o/o 

386 

Black  &  Decker 

3,230 

33.5 

tlA 
0/4 

341 

Progressive 

7  017 
0/1/ 

1  7  C 
13.3 

O/O 

366 

MBIA 

7  017 

o,zu 

0/1  c 

Z4.5 

O/O 

367 

Republic  New  York 

7  000 

o,£llo 

O/l  7 

£4./ 

377 

349 

Washington  Post 

3  205 

15.3 

0.7Q 

o/o 

■ 

Guidant 

0  OOO 

3,£0£ 

134.5 

07Q 

o/y 

355 

Premark  Intl 

3.200 

18.5 

OOU 

228 

Apple  Computer 

0  OOO 

3, ZOO 

0/1  c 

-24.6 

ooi 

454 

Omnicom  Group 

3,196 

59.4 

OQO 

oo2 

337 

Florida  Progress 

3,185 

11.0 

OQO 
OOO 

370 

Kerr-McGee 

3,179 

25.2 

384 

269 

Office  Depoi 

3,178 

-13.6 

385 

364 

Westvaco 

3,175 

22.6 

386 

■ 

Summit  Bancorp 

3,174 

35.6 

387 

334 

Torchmark 

3,156 

9.3 

388 

376 

Pall 

3,149 

26.2 

389 

340 

IVAX 

3,142 

10.8 

390 

■ 

Dell  Computer 

3,117 

78.6 

■  Not  on  500  list  in  199-']    is'A:  Not  available. 


Rank 

Company 

Market 

% 

'95 

'94 

value 

change 

-   .  -  * ' 

($mil) 

OO  1 

or  1 

Q7Q 

Gredt  Wcst6rn  Finl 

J,  1 U  j 

9fi  fi 

ono 

oy<i 

Hasbro 

T  078 

Q  Q 

oyo 

>|  Q  C 

oiapies 

j.UDj 

fiR  9 
Do.i 

'iQA 

OOL 

vvibcuiibin  energy 

?  OAR 

J,U40 

R  1 

J,UO  J 

JO.  0 

396 

382 

USX-US  Steel 

3,027 

23.9 

0Q7 

oy  / 

1 

ranMiTloal 

7  floe 

MA 

03O 

OyfnrH  Hpalth  Phn<; 
WAIUIU  ncdllli  riailo 

3,009 

111.7 

OQQ 

oyy 

4/ J 

NorthBrn  Trust 

o.uub 

C,  0  0 
30.  L 

4UU 

030 

tNOririrop  orurnrnan 

0,UU4 

9R  J 

£0.4 

dm 

4U 1 

7  fifin 

o,uuu 

7 

ou/ .  / 

402 

484 

PacifiCare  Health 

2,976 

58.2 

dn° 
4Uo 

■    Inrli  ictricc 

1 1  i  inuubiricb 

7  Q71 
i,3/ 1 

MA 

and 

HUH 

1 

r\dyLI  l«-  111 

£,300 

fifi  7 
DD.O 

7  QK7 

0/1  / 

4U0 

Sondt 

9  QK9 

1 J  7 
14.0 

dd7 

Cllgcllldf  U 

t,34U 

1i  7 

14.  / 

408 

■ 

BMC  Software 

2,946 

78.5 

UllLU'l  L-lly  OlUlcb 

9  Qdd 
6,344 

£4.0 

din 

41U 

Q  icrm  q  A  1 H  n  p  h 

oigmd-Hiurn,n 

9  Q79 

Jfi  1 
40. 1 

41 1 
411 

*^7A 

Ecjuifdx 

L,3c0 

lfi  i 
10.4 

dl  0 

tian  of  in  il 

DcfiCT  ICIdl 

9  Qiq 

7R  R 

00.3 

d1 

410 

40  J 

HVCI  y  L/Cl  II  lloUl  1 

9  Q 1 S 

£,310 

4U.U 

414 

409 

Golden  West  Finl 

2,914 

31.7 

d1  5 
410 

AGO 

jonnsun  i^onirois 

o  qi  n 

40. 1 

dl  K 

410 

401 
4j1 

TarHinal  Moalth 
UdlUllldl  rlcalin 

9  qni 
d,3ul 

77  Q 
31 .3 

dl  7 

Tandy 

9  RSfi 

£,000 

17  7 

10.0 

di  a 

AOl 

rir5i  or  Mmcrica  dk 

9  87Q 
c,o/  3 

71;  7 
33./ 

dl  Q 

H13 

p 

ivitrrjidn  Daiicorp 

9  871 
£,0/ 1 

f.A  "i 
04.3 

420 

279 

Harrah's  Entertain 

2,839 

-20.8 

d91 

4£  1 

incw  totk  limes 

9  ana 

3fl  A 
jU.4 

AO") 
4t£ 

did 
414 

P a r L o t  H  annif  in 
rdlKci  ndlllllllll 

9  7Q(1 
Lt  I  3U 

LI  .0 

d97 

389 

TECO  Energy 

9  7R7 

17  n 

d5d 

■ 

Altera 

£,  /  Oo 

19G  A 

433 

Bear  Stearns  Cos 

9  7R9 

jj.U 

426 

■ 

Southern  National 

2,777 

35.0 

AOl 

315 

Mead 

9  777 

Q  Q 

—j.j 

AOSK 

369 

Mallinckrodt  Group 

9  777 

q  n 

j.U 

ft? 

429  Tele  &  Data  Systems 

9  7F,1; 

Jl.U 

■ 

Harley-Davidson 

9  7d  1 

Rfi  9 
DD.t 

■ 

US  Satellite  Broad 

9  77P 
£,  /03 

NA 

432 

■ 

PeopleSoft 

2,731 

165.1 

d^ 

HOO 

329 

Louisiana-Pacific 

9  79R 

£,/ CO 

7  1 

/ .  i 

d°d 
404 

470 

St  Jude  Medical 

7  79/! 

41  9 
41. £ 

435 

*TO  J 

428 

Rite  Aid 

9  799 

98  5 

£0.3 

HOD 

331 

Food  Lion 

9  7 1R 

£,/  10 

fi  4 
—0.4 

d°7 

■ 

Regions  Financial 

9  71 C. 
£,/ ID 

7fl  K 
/U.D 

d'T.R 

40O 

421 

FMC 

9  71/ 

9C.  C 
£3.b 

439 

391 

Manpower 

2,708 

14.2 

448 

Scana 

jj.D 

441 

■ 

Paychex 

2,689 

99.8 

442 

438 

Premier  Industrial 

2,682 

29.7 

443 

497 

ALZA 

2,640 

45.4 

444 

■ 

SunAmerica 

2,638 

76.9 

445 

402 

Deluxe 

2,625 

13.9 

Rank 

Company 

Market 

0/ 

M 

'95 

'94 

value 

change 

($mil) 

HHO 

479 
40£ 

HF  Ahmanson 

9  P.1  Q 

£,bl3 

9C.  1 
£3.1 

ddl 
/ 

■ 

Xilinx 

9  Kl  7 
£,01  / 

4 

03.4 

44o 

403 

Brown-Forman 

9  P.1  7 
£.010 

17  Q 

1  J.3 

AAQ 

457 

CMS  Energy 

9  fil 9 
£,01£ 

7n  c. 

oU.D 

■ 

Liz  Claiborne 

9  KP.7 

19Q 
1£3.3 

451 

■ 

360°  Commun 

2,597 

NA 

d^9 

Hot 

419 

Dial 

9  Wi 
£,333 

1Q  fi 
13.0 

too 

378  Cyprus  Amax  Mineral 

9  RQ9 
£,33£ 

<>  9 

3.£ 

dRd 
434 

■ 

Harris 

9  R7R 
£.3/ 0 

47  7 
4/./ 

433 

384 

Homestake  Mining 

£.303 

"i  K 
J.U 

43D 

388 

Enova 

9  RR4 
£.304 

O.U 

457 

■ 

Atmel 

2,562 

60.2 

d^R 

4JO 

■ 

Dole  Food 

9  ISP 

£,333 

3/  .3 

d^Q 
433 

■ 

Vencor 

9  "i49 
£,34£ 

7R  1 
03.1 

dsn 

HOU 

■ 

Paging  Network 

9  c.  T  c. 
£,303 

40  7 
43. 3 

dfil 

HO  1 

373 

Temple-Inland 

9  W 
£,3£3 

(1  9 

U.£ 

4D£ 

■ 

StrataCom 

9  197 
£,3£0 

7Q  R 
/3.3 

463 

468 

Lyondell  Petrochem 

2,520 

29.9 

dfid 

HOH 

401 

Adobe  Systems 

9  <i9fl 
£,3£U 

R  4 

0.4 

HOD 

437  So  New  Eng  Telecom 

9  R17 
£,310 

91  4 
£1.4 

HOO 

354 

Citizens  Utilities 

9  RdR 
£,3Uo 

7  R 
— /  .0 

dfi7 
HO  / 

412 

Consolidated  Papers 

9  <in7 

17  R 
10.0 

468 

478 

Manor  Care 

2  500 

v  n 

469 

■ 

UAL 

2,496 

122.9 

d7n 

H/u 

442 

Sonoco  Products 

9  4Q1; 
£,433 

99  1 
££.1 

d71 
H/  1 

411 

DPL 

9  4K7 
£,40/ 

1 1  Q 

11.3 

d7? 

■ 

Healthsource 

9  4P.4 

£,4U4 

R(i  n 

ou.u 

H  /  o 

357 

Northeast  Utilities 

9  AP.9 

£  40£ 

R4 

0.4 

d7d 

H  /  H 

487 

Allergan 

9  4S9 

£.43£ 

79  R 

0£.0 

475 

■ 

McKesson 

2,450 

46.8 

d7fi 
H/O 

■ 

Qualcomm 

9  44Q 
£,443 

44  1 
44.1 

All 
H/ / 

450 

Hillenbrand  Inds 

9  444 
£.444 

91  1 
£1.1 

d78 
H/O 

■ 

Stanley  Works 

9  447 

£,440 

o/.o 

d7Q 

499 

Mercury  Finance 

9  478 
£,400 

74  4 

04.4 

dsn 

HOU 

417 

Stryker 

9  474 
£,404 

19  1 
l£.l 

481 

447  Lehman  Bros  Holding 

2,433 

20.2 

dR9 
Hot 

472 

Whitman 

9  47fl 
£,40U 

97  1 
LI  .1 

da1? 

HOO 

465 

Ashland 

9  49R 
£,4£3 

97  7 
L3.I 

dRd 
HOH 

■ 

Mercantile  Bancorp 

9  417 
£,41  / 

47  9 

40. £ 

ARK 
HOD 

458 

Marshall  &  llsley 

9  414 
£.414 

on  7 

£U./ 

HOO 

■ 

SouthTrust 

9  4flfi 
£,4U0 

41  Q 
41.3 

487 

439  New  England  Electric 

2,394 

16.5 

dRR 
HOO 

455 

James  River  Corp  Va 

9  7RQ 
£,003 

1Q  7 

13.0 

dRQ 
4o3 

■ 

Kohl's 

9  7R7 

£.00/ 

SI  (1 

31.  U 

dQO 
43U 

■ 

Sundstrand 

9  7RS 

£,003 

S7  8 

3/  .0 

dQ  1 

ny  i 

485 

Pinnacle  West 

9  774 
£,0/4 

97  R 
£/.0 

AQO 

ny^ 

■ 

Crestar  Financial 

9  7P.fl 
£,o0U 

47  7 
4/./ 

dQ° 
43J 

451 

Arrow  Electronics 

9  7^.4 
£.034 

IP.  4 
10.3 

494 

■ 

Synovus  Finl 

2.347 

82.3 

433 

381 

Gaylord  Entertain 

9  77"i 

£,  J03 

-4  S 

4.3 

496 

■ 

Armstrong  World  Ind 

2,334 

38.9 

497 

■ 

Intuit 

2,334 

54.5 

498 

299 

Advanced  Micro 

2,328 

-29.7 

499 

375 

Mylan  Labs 

2,314 

-7.4 

500 

■  General  Nutrition  Cos 

2,312 

127.3 

276 
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FUND 


LIFE  OF 

1  YEAR         5  YEAR        10  YEAR  FUND 


Dreyfus  Appreciation  Fund,  Inc. 


37.89     15.79-    13.81  15.53 


(1-1K-S4) 


Dreyfus  Core  Value  Fund 

1        Investor  Shares 

35.56 

15.13  12.38 

10.74 

(2-6-47) 

Dreyfus  Disciplined  Stock  Fund* 

Class  R  Shares 

+36.86% 

46.80 

45.83- 

(12-31-87) 

Dreyfus  Disciplined  Equity  Income  Fund 

Investor  Shares 

+35.40- 

+24.34* 

(9-14-94) 

Average  Annual  Total  Returns  as  of  12-31 

-95 

NOT  BAD. 

;   Considering  you  probably  didn't  

EVEN  KNOW  WE  HAD  EQUITY  FUNDS 


1  800  THE    LION    ext.  4  0  4  7 

Visit  a  Dreyfus  Financial  Center  •  Via  Internet:  http://www.  dreyfus.com/funds 

To  discuss  one  of  these  Dreyfus  equity  funds  or  others  with 
different  investment  objectives  and  track  records,  call  for  a  Prospectus  today. 
Past  performance  is  no  guarantee  of  future  results. 


©reyfus 


Mutual  fund  shares  are  not  FDIC-insured  and  the  net  asset  value  of  these  funds  will  fluctuate  from 
time  to  time.  Call  to  get  a  Prospectus  containing  more  complete  information  on  the  Fund,  including  management 
fees,  expenses  and  share  classes.  Please  read  it  carefully  before  you  invest.  Share  price  and  investment  return  fluctuate 
so  that  upon  redemption  a  shareholder  may  receive  more  or  less  than  original  cost.  *The  Disciplined  Stock  Fund 
offers  two  classes  of  shares,  Class  R  and  Investor  shares.  Currently  Class  R  shares  are  available  to  all  investors. 
Investor  Class  shares  are  not  currently  available  through  either  purchase  or  exchange,  except  to  existing  Investor 
Class  shareholders.  These  arrangements  may  be  modified  or  terminated  at  any  time.  ©  1996  Dreyfus  Service 
Corporation,  Broker-Dealer.  Premier  Mutual  Fund  Services  Inc.,  Distributor. 


Jobs  and 
productivity 

Surprise:  Despite  all  the  talk  about  downsizing, 
America's  largest  corporations  added 
to  their  payrolls  last  year. 


By  Shlomo  Z.  Reifman 

For  most  of  the  past  decade  and  a  half,  employment  at 
Forbes  500s  companies  has  been  shrinking,  even  while 
their  sales  have  been  rising.  Big  corporations  have  simply 
learned  to  make  better  use  of  their  workers. 

The  past  year  has  seen  an  interruption  in  that  long- 
running  trend.  The  787  companies  listed  in  one  or  more  of 
our  rankings  employed  20.4  million  people  at  year-end,  a 
bit  more  than  a  1%  gain  from  1994.  The  payroll  growth 
didn't  hurt  productivity:  Combined  sales  for  these  compa- 
nies gained  10%  from  the  previous  year,  a  good  7%  after 
inflation.  Combined  profits  were  up  12%. 

The  moral  is  pretty  clear:  We  don't  need  laws  against 
downsizing  to  create  jobs;  we  need  a  strong  economy. 

Which  industries  were  the  most  productive  in  terms  of 
sales  and  profits  per  worker?  Generally  those  that  use  more 


capital.  Productivity  varies  widely  from  industry  to  indus- 
try. Measured  by  sales  per  employee,  the  most  productive 
sector  is  energy-international  oils,  with  a  median  $1.2 
million.  The  least  productive  is  restaurant  chains,  with 
$44,400. 

A  diversified  group  of  companies  in  the  natural  gas 
business  (see  energy-other  gas,  p.  286)  takes  first  place  in 
terms  of  profits  per  employee.  The  five  companies  in  this 
group  have  median  profits  per  employee  of  $74,200.  The 
least  productive  group  comprises  the  six  firms  in  travel  & 
transport-shipping  (see  p.  298),  in  which  the  median 
company  earned  only  $500  per  employee. 

To  find  a  company  on  the  tables  below,  first  check  the 
address  directory,  starting  on  page  376,  for  the  industry 
group  for  the  firm.  H 


A 
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Rank  Company  - — Per  employee  ($000)   Employees 

Profits   Sales  (rank)  Assets  (rank)  (000) 


Aerospace  &  defense 


Acquisitions  boosted  Litton  Industries'  profits,  but  a  higher  head  count 
resulted  in  lower  profits  per  employee. 


1 

General  Dynamics 

13.3 

127.5 

(11) 

131.6 

(9) 

24.1 

2 

Raytheon 

11.9 

175.6 

(6) 

146.0 

(6) 

66.7 

3 

Loral 

11.7 

213.8 

(2) 

201.7 

(3) 

28.9 

4 

AlliedSignal 

9.9 

163.0 

(7) 

141.6 

(8) 

88.0 

5 

Textron 

8.7 

181.3 

(3) 

421.3 

(1) 

55.0 

6 

Sundstrand 

8.6 

160.1 

(8) 

173.2 

(4) 

9.2 

7 

Northrop  Grumman 

6.6 

177.7 

(5) 

142.2 

(7) 

38.4 

8 

Litton  Industries 

4.9 

117.3 

(12) 

89.4 

(12) 

29.1 

9 

United  Technologies 

4.4 

132.3 

(10) 

93.3 

(11) 

171.1 

10 

Lockheed  Martin 

4.0 

135.2 

(9) 

104.4 

(10) 

169.0 

11 

Boeing 

3.6 

178.4 

(4) 

202.0 

(2) 

109.4 

12 

McDonnell  Douglas 

-6.4 

221.6 

(1) 

161.8 

(5) 

64.7 

Industry  medians 

7.6 

169.3 

144.1 

Business-environmental  &  waste 


Despite  cutting  2,700  workers,  WMX  showed  a  drop  in  profits  per  employee 
from  $10,700  to  $8,500. 


1 

Thermo  Electron 

11.4 

179.2 

(1) 

304.0 

(1) 

12.3 

2 

Browning-Ferris  Inds 

9.5 

147.9 

(2) 

190.8 

(3) 

40.0 

3 

WMX  Technologies 

8.5 

144.7 

(3) 

264.1 

(2) 

70.8 

Industry  medians 

9.5 

147.9 

264.1 

Business-services 


CompuServe  was  no  help  for  H&R  Block,  whose  profits  per  employee  fell 
from  $58,300  to  $24,300. 


1 

Comdisco 

50.7 

1,074.6 

(1) 

2,420.1 

(1) 

2.1 

2 

H&R  Block 

24.3 

391.8 

(5) 

263.7 

(4) 

3.9 

3 

WW  Grainger 

17.7 

310.7 

(6) 

157.7 

(6) 

10.5 

4 

Automatic  Data 

16.9 

126.6 

(8) 

149.1 

(7) 

25.0 

5 

Manpower 

16.1 

689.8 

(2) 

190.9 

(5) 

8.0 

6 

PHH 

16.0 

472.2 

(4) 

1,176.6 

(2) 

4.9 

7 

Paychex 

14.1 

90.8 

(12) 

63.0 

(13) 

3.4 

8 

Kelly  Services 

13.4 

517.3 

(3) 

138.2 

(8) 

5.2 

9 

Olsten 

10.8 

301.7 

(7) 

106.8 

(9) 

8.4 

10 

Equifax 

10.4 

114.2 

(10) 

78.0 

(11) 

14.2 

11 

Computer  Sciences 

4.1 

124.6 

(9) 

77.1 

(12) 

32.9 

12 

Ogden 

0.2 

48.6 

(13) 

81.2 

(10) 

45.0 

13 

First  Data 

-2.3 

111.8 

(11) 

334.7 

(3) 

36.5 

Industry  medians 

14.1 

301.7 

149.1 

Business-supplies 


3M  fell  to  second  place  in  profits  per  employee,  behind  Pitney  Bowes. 


1 

Pitney  Bowes 

19.3 

117.5 

(5) 

259.3 

(2) 

30.3 

2 

Minn  Mining  &  Mfg 

13.9 

191.6 

(4) 

201.9 

(3) 

70.3 

3 

Avery  Dennison 

9.3 

201.5 

(2) 

127.1 

(5) 

15.5 

4 

Alco  Standard 

6.5 

306.2 

(1) 

153.3 

(4) 

33.6 

5 

Deluxe 

4.6 

97.5 

(6) 

67.9 

(6) 

19.1 

6 

Xerox 

-5.5 

192.3 

(3) 

300.6 

(1) 

86.4 

Industry  medians 

7.9 

192.0 

177.6 

Rank  Company   Per  employee  ($000)   Employees 

Profits   Sales  (rank)  Assets  (rank)  (000) 


Capital  goods-electrical  equipment 

Ever  since  1991  Westmghouse  has  been  in  last  place  in  profits  per 


employee.  Broadcasting  might  change  the  pattern. 


1 

General  Electric 

30.0 

319.8 

(1) 

1,041.3 

(1) 

219.0 

2 

Premier  Industrial 

25.5 

192.4 

(2) 

126.7 

(4) 

4.5 

3 

Emerson  Electric 

11.8 

130.5 

(6) 

123.4 

(5) 

78.9 

4 

Rockwell  Intl 

10.0 

173.7 

(3) 

155.6 

(3) 

77.3 

5 

Teledyne 

9.0 

142.7 

(4) 

89.2 

(7) 

18.0 

6 

Honeywell 

6.6 

133.4 

(5) 

100.3 

(6) 

50.5 

7 

American  Standard 

3.5 

128.9 

(7) 

86.9 

(8) 

40.5 

8 

Westinghouse 

0.2 

80.9 

(8) 

215.3 

(2) 

77.8 

Industry  medians 

9.5 

138.1 

125.1 

Capital  goods-heavy  equipment 


Case  Corp.,  a  manufacturer  of  farm  and  construction  equipment, 


more  than  doubled  its  profits  per  employee  last  year. 


1 

AGCO 

22.3 

367.5 

(1) 

374.1 

(2) 

5.8 

2 

Deere  &  Co 

21.7 

311.1 

(2) 

427.2 

(1) 

33.8 

3 

Case 

21.2 

302.9 

(3) 

335.5 

(3) 

16.3 

4 

Caterpillar 

20.9 

296.2 

(4) 

310.2 

(4) 

54.3 

5 

Tenneco 

12.8 

154.8 

(6) 

233.9 

(5) 

57.5 

6 

Harnischfeger  Inds 

7.2 

161.6 

(5) 

175.2 

(6) 

14.5 

7 

Ingersoll-Rand 

7.0 

148.7 

(8) 

141.6 

(7) 

38.5 

8 

Trinity  Industries 

6.6 

149.9 

(7) 

86.0 

(8) 

16.5 

Industry  medians 

16.9 

228.9 

272.1 

Capital  goods-other  industrial  equipment 


Nuts  and  bolts  and  food  containers  are  not  glamorous, 


but  they  make  Illinois  Tool  Works  a  very  profitable  outfit. 


1 

Illinois  Tool  Works 

19.0 

204.0 

(1) 

177.5 

(1) 

20.4 

2 

Dover 

11.5 

155.0 

(3) 

110.4 

(3) 

24.2 

3 

Tyco  International 

8.0 

142.4 

(4) 

104.7 

(5) 

34.0 

4 

Parker  Hannifin 

7.8 

112.0 

(7) 

76.5 

(7) 

30.6 

5 

Cooper  Industries 

6.9 

120.3 

(6) 

149.4 

(2) 

40.6 

6 

Stanley  Works 

3.0 

132.6 

(5) 

84.4 

(6) 

19.8 

7 

York  International 

-5.5 

167.9 

(2) 

110.4 

(3) 

17.5 

Industry  medians 

7.8 

142.4 

110.4 

Chemicals-diversified 


Despite  its  legal  woes  over  silicon  breast  implants, 

Dow  Chemical's  profits  per  worker  rose  159%,  to  $44,600. 


1 

Union  Carbide 

78.6 

500.6 

(1) 

531.8 

(1) 

11.8 

2 

Dow  Chemical 

44.6 

433.3 

(2) 

505.9 

(2) 

46.6 

3 

Hercules 

33.5 

244.2 

(6) 

250.8 

(6) 

9.9 

4 

du  Pont  de  Nemours 

31.1 

344.4 

(3) 

352.0 

(4) 

106.0 

5 

Monsanto 

25.5 

309.7 

(5) 

366.7 

(3) 

28.9 
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Rank       ;   Company   Per  employee  ($000)—  Employees 

Profits   Sales  (rank)  Assets  (rank)  (000) 


Chemicals-diversified 


6 

PPG  Industries 

24.6 

226.2 

(8) 

198.5 

(7) 

•  31.2 

7 

Rohm  &  Haas 

24.5 

325.3 

(4) 

327.9 

(5) 

11.9 

8 

Olin 

10  8 

244.2 

(6) 

176.1 

(9) 

12.9 

9 

FMC 

9.9 

207.3 

(9) 

197.7 

(8) 

21.8 

Industry  medians 

25.5 

309.7 

327.9 

Chemicals-specialized 


In  1993  Lyondell  Petrochemical  earned  just  $1,700  per  employee. 


Last  year  it  made  $155,700  per  employee. 


1 

Georgia  Gulf 

162.9 

944.6 

(2) 

443.1 

(4) 

1.1 

2 

Lyondell  Petrochem 

155.7 

1,976.0 

(1) 

1,043.2 

(1) 

'  2.5 

■5 

oiciiing     ici i MLdio 

119  7 

817  6 

JU  J. 4 

L.L 

4 

Cytec  Industries 

56.4 

252.0 

(12) 

258.8 

(12) 

5.0 

5 

Intl  Flavors  &  Frags 

53.9 

312.1 

(7) 

332.7 

(8) 

4.6 

6 

Terra  Industries 

49.5 

668  8 

(4) 

563.8 

(2) 

3.3 

7 

Cabot 

38.2 

388.5 

(5) 

363.8 

(7) 

4.8 

8 

Great  Lakes  Chemical 

36.0 

287.9 

(8) 

301.1 

(10) 

8.2 

9 

Lubrizol 

33.2 

364.7 

(6) 

327.1 

(9) 

4.6 

10 

Eastman  Chemical 

31.8 

286.3 

(9) 

275.8 

(11) 

17.6 

11 

Air  Prods  &  Chems 

26.4 

277.0 

(10) 

429.5 

(5) 

14.1 

12 

Nalco  Chemical 

25.6 

202.1 

(14) 

228.0 

(14) 

6.0 

13 

Morton  International 

23.6 

251.8 

(13) 

207.9 

(16) 

13.8 

14 

Sigma-Aldrich 

23.5 

171.2 

(18) 

175.7 

(18) 

5.6 

15 

IMC  Global 

17.8 

256.6 

(11) 

382.8 

(6) 

9.2 

16 

Praxair 

14.6 

174.8 

(17) 

229.7 

(13) 

18.0 

17 

Sherwin-Williams 

11.0 

180.2 

(16) 

117.8 

(19) 

18.2 

18 

BF  Goodrich 

8.8 

180.6 

(15) 

186.7 

(17) 

13.3  • 

19 

WR  Grace 

-11.0 

124.0 

(19) 

213.0 

(15) 

29.6 

Industry  medians 

31.8 

277.0 

301.1 

Computers  &  communications-major  systems 


Digital  Equipment  lost  $27,000  per  worker  in  1994,  but  made  $7,000  per 
worker  in  1995.  Apple  Computer's  profits  per  worker  fell  66%. 


1 

Compaq  Computer 

50.2 

939.0 

(1) 

497.5 

(1) 

15.7 

2 

Silicon  Graphics 

36.7 

395.9 

(6) 

359.1 

(4) 

6.3 

3 

Dell  Computer 

33.6 

653.8 

(3) 

265.2 

(5) 

8.1 

4 

Teradyne 

32.9 

245.8 

(12) 

211.3 

(9) 

4.8 

5 

Sun  Microsystems 

30.8 

440.7 

(5) 

225.4 

(7) 

14.5 

6 

Hewlett-Packard 

25.7 

328.6 

(8) 

252.6 

(6) 

102.0 

7 

Gateway  2000 

25.2 

535.4 

(4) 

163.7 

(11) 

6.9 

8 

IBM 

18.8 

323.2 

(9) 

360.7 

(3) 

222.6 

9 

Apple  Computer 

10.5 

714.5 

(2) 

411.5 

(2) 

15.9 

10 

Tandem  Computers 

8.8 

268.6 

(10) 

213.8 

(8) 

8.4 

11 

Digital  Equipment 

7,0 

234.0 

(13) 

162.3 

(12) 

61.7 

12 

Raychem 

6.8 

1687 

(14) 

152.9 

(14) 

9.5 

13 

Harris 

6.2 

131.9 

(16) 

113.1 

(15) 

26.6 

14 

SCI  Systems 

4.7 

266.5 

(11) 

96.2 

(16) 

13.2 

15 

Unisys 

-14.9 

148.2 

(15) 

170.0 

(10) 

41.9 

16 

AST  Research 

-39.7 

356.1 

(7) 

160.1 

(13) 

6.6 

Industry  medians 

14.7 

325.9 

212.6 

Rank  Company   Per  employee  ($000)   Employees 

Profits   Sales  (rank)  Assets  (rank)  (OOO) 


Computers  &  communications-peripherals 


Median  sales  per  employee  were  up  4.7%,  to  $297,200.  But  median  profits 
per  employee  fell  4.4%,  to  $26,200.  More  evidence  of  squeezed  profit  margins. 


1 

Cisco  Systems 

194.1 

8171 

(4) 

724.6 

(1) 

3.3 

2 

Micron  Technology 

150.5 

587.1 

(5) 

538.3 

(2) 

6.8 

3 

EMC 

94.7 

556.9 

(8) 

506.0 

(3) 

3.5 

4 

Intel 

88.1 

400.3 

(13) 

432.5 

(7! 

40.5 

5 

Linear  Technology 

83.3 

242.9 

(18) 

331.7 

(14) 

1.4 

6 

Applied  Materials 

65.7 

422.3 

(11) 

380.7 

(11) 

8.5 

7 

LSI  Logic 

61.5 

327.1 

(14) 

477.3 

(4) 

3.9 

8 

3Com 

54.4 

583.4 

(6) 

408.3 

(9) 

3.1 

9 

Bay  Networks 

52.7 

416.9 

(12) 

344.7 

(13) 

4.1 

10 

Atmel 

46.5 

259.6 

(17) 

376.4 

(12) 

2.4 

11 

Tellabs 

42.8 

235.3 

(20) 

204.5 

(20) 

2.7 

12 

US  Robotics 

39.9 

455.1 

(10) 

311.1 

(15) 

2.4 

13 

Cabletron  Systems 

31.0 

201.8 

(23) 

177.7 

(21) 

5.3 

14 

Arrow  Electronics 

29.8 

870.5 

(3) 

397.2 

(10) 

6.8 

15 

FORE  Systems 

27.8 

229.5 

(21) 

461.6 

(6) 

0.9 

16 

Advanced  Micro 

24.5 

198.1 

(24) 

247.1 

(18) 

12.3 

17 

Analog  Devices 

23.8 

177.9 

(25) 

229.7 

(19) 

5.7 

18 

Varian  Associates 

21.8 

239.5 

(19) 

144.5 

(23) 

6.6 

19 

Avnet 

19.1 

533.1 

(9) 

273.6 

(16) 

9.0 

20 

Texas  Instruments 

18.8 

226.5 

(22) 

159.0 

(22) 

58.0 

21 

Molex 

14.1 

135.8 

(27) 

141.2 

(24) 

9.8 

22 

Natl  Semiconductor 

12.4 

129.0 

(28) 

125.2 

(26) 

20.8 

23 

Western  Digital 

11.9 

317.8 

(15) 

118.4 

(28) 

7.6 

24 

AMP 

11.4 

139.8 

(26) 

120.4 

(27) 

37.4 

25 

Solectron 

11.2 

276.5 

(16) 

139.5 

(25) 

8.8 

26 

Tech  Data 

8.8 

1,262.4 

(2) 

426.9 

(8) 

2.4 

27 

Quantum 

7.6 

574.5 

(7) 

260.7 

(17) 

7.3 

28 

Read-Rite 

7.1 

52.1 

(30) 

45.4 

(30) 

20.8 

29 

Seagate  Technology 

6.1 

85.5 

(29) 

59.6 

(29) 

64.3 

30 

Merisel 

-2.9 

1,835.4 

(1) 

464.6 

(5) 

3.2 

Industry  medians 

26.2 

297.2 

292.4 

Computers  &  communications-software 


With  the  revenues  and  profits  of  a  startup,  Netscape  Communications  is  next 
to  last  in  sales  per  employee  ($181,700)  and  in  earnings  (a  loss  of  $7,800). 


1 

Altera 

112.2 

518.9 

(2) 

924.5  (1) 

0.8 

2 

Microsoft 

102.1 

411.9 

(4) 

505.6  (5) 

18.0 

3 

Xilinx 

89.6 

533.1 

(1) 

687.5  (2) 

1.0 

4 

Parametric  Tech 

54.0 

262.9 

(9) 

296.6  (10) 

1.7 

5 

BMC  Software 

52.8 

298.2 

(6) 

407.4  (7) 

1.31 

6 

Adobe  Systems 

48.1 

392.6 

(5) 

455.6  (6) 

1.9 

7 

Novell 

42.9 

265.7 

(8) 

315.2  (9) 

7.5 

8 

Informix 

38.8 

261.0 

(10) 

248.3  (12) 

2.7 

9 

PeopleSoft 

29.5 

228.5 

(11) 

315.4  (8) 

1.0 

10 

Oracle 

27.0 

1970 

(12) 

144.1  (14) 

19.2 

11 

America  Online 

1.8 

287.3 

(7) 

279.6  (11) 

2.5 

12 

Intuit 

-1.6 

179.4 

(14) 

186.6  (13) 

2.7 

13 

Netscape  Commun 

-7.8 

181.7 

(13) 

512.9  (4) 

0.4 

14 

Computer  Associates 

-14.4 

423.3 

(3) 

646.6  (3) 

7.6 

Industry  medians 

40.9 

276.5 

361.4 

Forbes  ■  April  22,  1996 


#  ipL 

When  others  were  spending 

You  were  investing 
When  others  got  promoted 

You  did  the  promoting 
When  others  were  playing  catch-up 

You  were  ahead  of  the  game 

Now 

Has  your  homeowners  insurance 
kept  pace  with  your  lifestyle? 


It 


1  Fund  Insurance €Ss 


PRESTIGE     HOMEOWNERS  INSURANCE.  DESIGNED  FOR  ACHIEVERS. 

For  more  information,  contact  an  independent  insurance  agent  representing  Fireman's  Fund. 

http://www.the-fund.com 


Fireman's 
Fund 


Rank  Company        - — Per  employee  ($000)   Employees 

Profits   Sales  (rank)  Assets  (rank)  (000) 


Rank  Company   Per  employee  ($000) — -  Employees 

Profits   Sales  (rank)  Assets  (rank)  (000) 


Computers  &  communications-telecommunications 


No  wonder  AT&T  is  trimming  its  ranks.  After  writeoffs,  each  of  its  301,900 
employees  generated  only  $500  in  profits. 


1 

Ascend  Commun 

145.6 

712.3 

(2) 

1,597.4 

(3) 

0.2 

2 

PanAmSat 

115.4 

7C  ^  0 

(1) 

0  ICC  0 

(1) 

ft  0 

3 

Cascade  Commun 

78.2 

a  1  a  n 
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J44Y 

(1/) 

U.j 

4 

StrataCom 

64.6 
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114) 

U.o 

5 

111  ■  i.l  .1/*  r.  ...  . 

WorldCom 

35.7 

10CO 

485.3 

(3) 

070  f 

oVJ.b 

(4) 

7  £ 

6 

Citizens  Utilities 

35.2 

236.1 

(13) 

865.5 

(6) 

4.5 

7 

DSC  Communications 

34.2 

OCO  0 

252. j 

/in 

(in 

oon  o 

(2U) 

c  c 
D.b 

o 
0 

SBC  Communications 
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(14) 
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(Ij) 
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9 

Ameritech 
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(15) 
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10 
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Bell  Atlantic 

07  o 

onn  o 
2UU.J 

1 1  c\ 
(lb) 

ocn  o 

(lb) 

C7  1 

n 

GTE 

23.4 

183.8 

(24) 
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(18) 
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i  i 

U  b  West  Commun 

00  0 

Li.L 

1  QC  C 

oo/i  c 

/01 1 

M  1 
31.1 

13 

Alltel 
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1  no  o 
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Ui) 
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1  A 

14 

Pacific  Telesis 
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loll  U 

(2/) 

0  1  C  0 
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(22) 

cn  o 

15 

Frontier 

on  l 
Oil 

one  n 

(/) 

oni  n 

(25) 

7  n 
/.U 

16 

AirTouch  Commun 

20.3 

249.0 

(12) 

868.9 

(5) 

6.5 

1/ 

Sprint 

1  0  c 

OCO  0 

zbz.y 

(10) 

o  i  n  q 

U4) 

48. D 

18 

So  New  Eng  Telecom 

i  7  n 

194.9 

(21) 

000  0 

288.8 

(2/) 

n  /I 

y.4 

13 

lele  &  Data  bystems 

1  7  0 
l/.O 

1  CO  0 

(28) 

COO  7 
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(8) 

D.O 

20 

tSellboutn 
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1  nn  i 

iyy.1 

/  1  1\ 

(1/) 

OC 1  0 

J54.8 

(lb) 

00  0 

8y.8 

21 

Nynex 

15.7 

196.7 

(20) 

384.6 

(11) 

68.2 

22 

Qualrnmm 

VXUUltUMIIII 

13.6 

180.5 

(26) 

379.4 

(12) 

2.5 

23 

Motorola 

13.0 

197.4 

(19) 

166.4 

(30) 

137.0 

24 

MCI  Communications 

12.7 

354.2 

(6) 

447.9 

(10) 

43.1 

25 

General  Instrument 

10.1 

197.7 

(18) 

187.1 

(29) 

12.3 

26 

AT&T 

0.5 

263.7 

(9) 

294.4 

(26) 

301.9 

27 

360°  Commun 

-0.5 

265.1 

(8) 

626.8 

(7) 

3.1 

28 

Paging  Network 

-10.2 

149.0 

(29) 

283.2 

(28) 

4.3 

29 

MFS  Communications 

-82.9 

180  6 

(25) 

578.1 

(9) 

3.2 

30 

Nextel  Commun 

-128.2 

86.7 

(30) 

2,663.0 

(2) 

2.1 

Industry  medians 

20.5 

204.3 

357.6 

Construction-builders 


Turner  Corp.  leads  with  $1,281,300  in  sales  per  employee,  but  is  in  last 
place  with  only  $500  in  profits  per  employee. 


1 

Centex 

7.3 

480.7 

(2) 

364.6 

(1) 

6.4 

2 

Fluor 

5.9 

236.7 

(4) 

83.4 

(4) 

40.7 

3 

Foster  Wheeler 

2.3 

250.0 

(3) 

228.1 

(3) 

12.2 

4 

Turner 

0.5 

1.281.3 

(1) 

309.6 

(2) 

2.6 

Industry  medians 

4.1 

365.4 

268.9 

Construction-building  materials 


A  loss  of  $12,300  per  employee  comes  from  Masco  Corp.'s  writedown 
on  the  sale  of  its  furniture  business. 


1 

Manville 

16.3 

185.5 

(2) 

329.9 

(1) 

7.5 

2 

Owens  Corning 

13.4 

208.8 

(1) 

188.5 

(2) 

17.3 

3 

Masco 

-12.3 

81.5 

(3) 

105.3 

(3) 

35.9 

Industry  medians 

13.4 

185.5 

188.5 

Construction-cement  &  gypsum 

Vulcan  Materials'  profits  per  employee  rose  nearly  $10,000  last  year, 


thanks  to  a  500%  price  increase  in  one  of  its  products,  caustic  soda. 


1 

Vulcan  Materials 

24.4 

214.3 

(2) 

178.3 

(2) 

6.8 

2 

Lafarge 

19.8 

225.3 

(1) 

262.3 

(1) 

6.5 

3 

USG 

-2.6 

197.1 

(3) 

152.4 

(3) 

12.4 

Industry  medians 

19.8 

214.3 

178.3 

Consumer  durables-appliances 


Hard  times  for  makers  of  toasters,  washing  machines  and  refrigerators:  The 
most  productive  company,  Black  &  Decker,  earned  only  $8,700  per  worker. 


1 

Black  &  Decker 

8.7 

162.9 

(3) 

189.6 

(1) 

29.3 

2 

Whirlpool 

4.9 

197.7 

(1) 

184.7 

(2) 

42.2 

3 

Maytag 

-0.8 

167.2 

(2) 

116.9 

(3) 

18.2 

Industry  medians 

4.9 

167.2 

184.7 

Consumer  durables-automobiles  &  trucks 


Why  GM  took  a  costly  strike  over  the  issue  of  outsourcing: 


Ford  and  Chrysler  beat  GM  by  a  mile  in  productivity. 


1 

Chrysler 

18.9 

472.8 

(1) 

477.8 

(2) 

112.5 

2 

Paccar 

17.6 

336.7 

(4) 

304.9 

(5) 

14.4 

3 

Ford  Motor 

11.9 

395.2 

(3) 

701.1 

(1) 

347.0 

4 

Navistar  Intl 

10.5 

410.3 

(2) 

327.0 

(3) 

15.5 

5 

General  Motors 

9.8 

238.1 

(5) 

306.2 

(4) 

709.0 

Industry  medians 

11.9 

395.2 

327.0 

Consumer  durables-automotive  parts 


In  a  boom  year  car-parts  makers  show  skimpy  margins.  What  happens  to 


them  in  a  slump? 


1 

Genuine  Parts 

14.1 

240.3 

(1) 

103.9 

(6) 

21.9 

2 

Varity 

12.4 

234.5 

(2) 

181.2 

(1) 

10.1 

3 

Cummins  Engine 

9.0 

210.2 

(3) 

122.5 

(3) 

25.0 

4 

Eaton 

7.7 

132.5 

(10) 

98.1 

(8) 

51.5 

5 

Goodyear 

6.9 

148.3 

(8) 

110.3 

(4) 

88.8 

6 

Dana 

6.8 

183.6 

(4) 

134.3 

(2) 

42.4 

6 

TRW 

6.8 

155.7 

(6) 

90.1 

(9) 

65.4 

8 

Echlin 

6.4 

124.4 

(11) 

87.6 

(10) 

23.4 

9 

Johnson  Controls 

3.5 

151.9 

(7) 

85.7 

(11) 

57.0 

10 

Lear  Seating 

3.3 

164.0 

(5) 

106.5 

(5) 

28.8 

11 

ITT  Industries 

0.4 

144.5 

(9) 

101.1 

(7) 

58.0 

Industry  medians 

6.8 

155.7 

103.9 

Consumer  durables-home  furnishings 


For  the  first  time  in  ten  years,  Rubbermaid  failed  to  lead  this  group  in  profits 
per  employee.  Its  $4,300  per  worker  is  about  half  the  industry  median. 


1 

Armstrong  World  Ind 

10  8 

1834 

(1) 

189.2 

(1) 

11.4 

2 

Newell  Co 

10.3 

116.2 

(5) 

136.3 

(2) 

21.5 

3 

Premark  Intl 

9.9 

92.2 

(7) 

103.0 

(4) 

24.0 

4 

Leggett  &  Piatt 

8.3 

126.3 

(3) 

74.7 

(6) 

16.3 

5 

Rubbermaid 

4.3 

166.8 

(2) 

120.4 

(3) 

14.1 

6 

Shaw  Industries 

2.6 

116.4 

(4) 

67.5 

(7) 

24.7 

7 

US  Industries 

-1.0 

108.0 

(6) 

83.2 

(5) 

20.9 

Industry  medians 

8.3 

116.4 

103.0 
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IF  THEY  GRADED  RESALE  VALUE  ON  A  CURVE,  WE 
ONE  OUR  CLASSMATES  TRIED  TO  BEAT  UP  AFTER  SCHOOL 


D  BE  THE 


AURORA  LEADS  LEXUS,  MERCEDES 
WAND  INFINITI  IN  VALUE  RETENTION  * 

5  MODEL  USED  VEHICLES  -  %  OF  ORIGINAL  M  S  R  P  ] 


65%      70%       75%      80%  85% 

tons  based  on  1995  M.S.R.Ps  from  the  Jan.  1996  N  A  DA 

■u  ™7if!r  Central  Edltlon  and  NA.DA.  trade-,n  values 
eb.  1996  N.A.DA.  Official  Used  Car  Gu,de*  Central  Edition 

5  '996  QM  Corp.  All  riahs  reserved.  Backle  Up.  America! 


For  those  of  you  who  really  like  to  do 
your  homework  before  buying  a  car, 
here's  some  informative,  and  perhaps 
surprising,  news.  The  NAD. A.  Official 
Used  Car  Guide®  shows  the  Aurora™  is 
a  leader  in  value  retention  in  its  class- 
right  up  there  with  Lexus,  BMW  and 
Mercedes.  A  point  that  becomes  less 
startling  when  you  learn  Aurora  was 


also  recently  named  "Best  Overall 
Vehicle  in  Total  Value"  by  Strategic 
Vision,  Inc.  And  therefore,  is  now  one 
of  the  smartest  automotive  investments 
you  can  make.  All  things  considered, 
can  you  blame  our  classmates  for 
feeling  a  little  jealous? 

Demand  better.  Aurora  by  Oldsmobile. 


W  Visions- ^Vehicle  Experience  Siudy  is  based  on  a  iotolofjw  new  vehicle  bu 
,nd,ca,,ns  owners  posiiive  and  neSa,ive  experiences  durinS  <he  firs,  podaTofcZnlX- 


Rank  Company  Per  employee  ($000)- —  Employees 

Profits   Sales  (rank)  Assets  (rank)  (000) 


Consumer  durables-recreation  equipment 

With  demand  for  its  hogs  exceeding  supply,  Harley-Davidson 


rumbled  to  $24,700  in  profits  per  employee. 


1 

Harley-Davidson 

24.7 

296.8 

(1) 

219.9 

(1) 

4.6 

2 

Brunswick 

6.1 

145.9 

(3) 

113.2 

(2) 

20.9 

3 

Fleetwood  Enterprise 

4.4 

155.3 

(2) 

77.4 

(3) 

18.0 

Industry  medians 

6.1 

155.3 

113.2 

Consumer  nondurables-personal  products 


Bleach  may  not  be  very  sexy,  but  it's  profitable.  Clorox  leads  the  pack, 


with  $44,700  in  earnings  per  employee. 


1 

Clorox 

44.7 

442.3 

(1) 

395.6 

(1) 

4.7 

2 

Duracell  Intl 

30.3 

269.1 

(4) 

321.4 

(3) 

8.1 

3 

Procter  &  Gamble 

28.6 

352.0 

(2) 

284.4 

(4) 

99.2 

4 

Gillette 

24.8 

205.0 

(8) 

191.3 

(8) 

33.2 

5 

Estee  Lauder  Cos 

14.3 

312.6 

(3) 

184.5 

(9) 

9.9 

6 

Service  Corp  Intl 

9.1 

82.3 

(11) 

381.9 

(2) 

20.1 

7 

Avon  Products 

8.2 

144.4 

(9) 

66.0 

(Hi 

31.1 

8 

Colgate-Palmolive 

4.6 

224.1 

(6) 

204.9 

(6) 

37.3 

9 

James  River  Corp  Va 

4.2 

223.7 

(7) 

238.8 

(5) 

30.4 

10 

Kimberly-Clark 

0.6 

243.7 

(5) 

202.2 

(7) 

56.6 

11 

Dial 

0.0 

114.0 

(10) 

134.7 

(10) 

31.4 

Industry  medians 

9.1 

224.1 

204.9 

Consumer  nondurables-photography  &  toys 


The  best  toymaker,  Mattel,  made  $15,200  per  worker. 


1 

Mattel 

15.2 

154.8 

(3) 

114.7 

(3) 

23.5 

2 

Eastman  Kodak 

13.0 

155.3 

(2) 

150.1 

(2) 

96.5 

3 

Hasbro 

12.0 

219.9 

(1) 

201.3 

(1) 

13.0 

Industry  medians 

13.0 

155.3 

150.1 

Consumer  nondurables-wearing  apparel 


Running  shoes  are  more  profitable  than  underwear.  Thus  Nike  leads  this 


group,  with  $35,800  in  profits  per  worker. 


1 

NIKE 

35.8 

418.6 

(2) 

255.8 

(1) 

14.2 

2 

Reebok  International 

24.5 

518.5 

(1) 

246.6 

(2) 

67 

3 

Liz  Claiborne 

16.5 

269.8 

(3) 

172.3 

(3) 

7.7 

4 

VF 

2.4 

76.7 

(4) 

52.2 

(5) 

66.0 

5 

Fruit  of  the  Loom 

-6.4 

67.3 

(5) 

81.8 

(4) 

35.7 

Industry  medians 

16.5 

269.8 

172.3 

Electric  utilities-north  central 


Two  Ohio  utilities— Ohio  Edison  and  DPL— are  top-ranked  in  profits  and 


sales  per  employee.  Cleveland-based  Centerior  Energy  ranks  near  the  bottom. 


1 

Ohio  Edison 

63.6 

494.3 

(1) 

1.768.7 

(1) 

5.0 

2 

DPL 

60.4 

460.1 

(2) 

1,218.0 

(8) 

2.7 

3 

Kansas  City  P&L 

52.5 

379.1 

(9) 

1,233.4 

(7) 

2.3 

Union  Electric 

50.4 

337.6 

(15) 

1,084.5 

(11) 

•  6.2 

5 

Wisconsin  Energy 

50.2 

380.1 

(8) 

979.1 

(12) 

4.7 

6 

DTE  Energy 

48.2 

431.9 

(4) 

1,322.4 

(4) 

8.4 

7 

Western  Resources 

43.4 

375.3 

(11) 

1,310.7 

(5) 

4.2 

8 

DQE 

42.0 

300.2 

(16) 

1,097.2 

(10) 

4.1 

Rank 

Company 



Per  employee  ($000) 

—  Employees 

Profits 

Sales  (rank)  Assets 

(rank) 

(000) 

9 

Nipsco  Industries 

39.9 

391.5 

(6) 

909.2 

(14) 

4.4 

10 

Cinergy 

39.7 

347.0 

(13) 

941.0 

(13) 

8.7 

11 

lllinova 

38.3 

415.0 

(5) 

1.418.4 

(3) 

4.0 

12 

No  States  Power 

36.4 

341.1 

(14) 

821.4 

(16) 

7.6 

13 

Unicom 

36.1 

378.5 

(10) 

1,273.3 

(6) 

18.3 

14 

MidAmerican  Energy 

Yl^ 

433.4 

(3) 

1.137.4 

(9) 

4.0 

15 

Centerior  Energy 

32.5 

370.3 

(12) 

1.566.8 

(2) 

6.8 

16 

American  Electric 

27.8 

297.2 

(17) 

833.4 

(15) 

19.1 

17 

CMS  Energy 

20.4 

388.1 

(7) 

812.5 

(17) 

10.0 

Industry  medians 

39.9 

379.1 

1,137.4 

Electric  utilities-northeast 


Potomac  Electric,  the  least  efficient  utility  in  the  Northeast, 


expects  to  merge  with  Baltimore  Gas  &  Electric. 


1 

PECO  Energy 

75.0 

514.6 

(3) 

1.839.0 

(2) 

8.1 

2 

Pub  Svc  Enterprise 

56.7 

527.5 

(2) 

1,469.4 

(4) 

11.7 

3 

Long  Island  Lighting 

52.1 

528.6 

(1) 

2.145.8 

(1) 

5.8 

4 

New  York  State  E8.G 

47.3 

483.6 

(4) 

1.230.9 

(6) 

4.2 

5 

PP&L  Resources 

45.8 

390.5 

(11) 

1.347.1 

(5) 

7.0 

6 

Consolidated  Edison 

43.2 

390.2 

(12) 

832.7 

(15) 

16.8 

7 

General  Public  Utils 

42.2 

365.1 

(13) 

947.1 

(12) 

10.4 

8 

New  England  Electric 

41.7 

462.6 

(5) 

1.057.0 

(9) 

4.9 

9 

Allegheny  Power 

40.4 

446.7 

(6) 

1,087.6 

(8) 

5.9 

10 

Baltimore  G8<E 

4C.3 

349.8 

(141 

991.3 

(11) 

8.4 

11 

Northeast  Utilities 

31.5 

417.9 

(9) 

1.175.6 

(7) 

9.0 

12 

Boston  Edison 

28.7 

415.5 

(10) 

929.8 

(13) 

3.9 

13 

Niagara  Mohawk  Pwr 

27.6 

435.1 

(7) 

1.052.7 

(10) 

9.0 

14 

American  Water  Work 

23.7 

206.6 

(15) 

876.0 

(14) 

3.9 

15 

Potomac  Electric 

20.2 

418.9 

(8) 

1,523.6 

(3) 

4.7 

Industry  medians 

41.7 

418.9 

1,087.6 

Electric  utilities-south  central 


Houston  Industries  leads  in  profits  per  employee,  while  Texas  Utilities'  coal 
asset  writedowns  put  it  at  the  bottom. 


1 

Houston  Industries 

110.2 

361.0 

(6) 

1.159.4 

(4) 

10.2 

2 

Southwestern  PS 

56.0 

388.7 

(5) 

882.2 

(6) 

2.2 

3 

Central  &  So  West 

50.4 

468.2 

(2) 

1.738.4 

(2) 

8.0 

4 

Oklahoma  G&E 

44.9 

467.2 

(3) 

988.5 

(5) 

2.8 

5 

Entergy 

33.5 

434.3 

(4) 

1,541.1 

(3) 

14.4 

6 

Texas  Utilities 

-12.3 

500.6 

(1) 

1,911.9 

(1) 

11.3 

Industry  medians 

47.7 

450.8 

1,350.3 

Electric  utilities-southeast 


Measured  by  total  assets  and  market  value,  Southern  Co.  is  the  largest 
utility  in  the  U.S.,  but  not  the  most  efficient. 


1 

Carolina  Power  &  Lt 

49.5 

399.1 

(4) 

1.092.1 

(2) 

7.5 

2 

FPL  Group 

47.1 

476.2 

(1) 

1,060.9 

(3) 

11.7 

3 

TECO  Energy 

42.2 

315.6 

(5) 

787.3 

(7) 

4.4 

4 

Duke  Power 

41.8 

273.7 

(8) 

781.8 

(8) 

17.1 

5 

Dominion  Resources 

39.8 

435.1 

(2) 

1.300.5 

(1) 

10.7 

6 

Scana 

37.7 

303.3 

(6) 

1,016.5 

(4) 

4.5 

7 

Southern  Co 

36.3 

302.2 

(7) 

1,005.7 

(5) 

30.4 

8 

Florida  Progress 

32.8 

419.5 

(3) 

795.0 

(6) 

7.3 

Industry  medians 

40.8 

357.4 

1,011.1 
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OUR  NEXT  SALES  OFFICE  SHOULD 
BE  AS  REWARDING  AS  YOUR  FIRST. 


Your  lemonade  stand  was  your  very  first  taste 
entrepreneurial  success.  You've  been  thirsting 


more  ever  since. 


At  Cushman  &  Wakefield,  we  understand  that 
right  space  can  inspire  the  human  spirit.  That's 
7  it's  our  mission  to  create  real  estate  solutions 
:  satisfy  your  individual  needs  and  increase 
m  productivity. 

From  our  experience,  knowledge  and  research 
abilities  to  our  creative  problem-solving,  our 


people  are  unmatched  in  the  real  estate  industry. 

In  fact,  nobody  represents  more  emerging 
market  leaders  and  businesses  of  all  sizes  — 
here  and  around  the  world. 

After  all,  your  business  has  expanded  a  bit.  To  learn 
more  about  our  real  estate  services,  call  1-800-346-6789. 


Improving  your  place 
m  the  world." 


Cushman  &  Waki  i  h  i  i>  Wori  dwiim-:  1 


IT 


Rank  Company        -  ^  Per  employee  ($000),— -•  Employees 

Profits   Sales  (rank)  Assets  (rank)  (000) 


Electric  utilities-west 


California  rebound:  Enova,  Pacific  Has  &  Electric  and  Edison  International 
all  show  double-digit  gains  in  profits  per  employee. 


1 

Pacific  G&E 

63.8 

458.2 

(3) 

1,278.6 

(5) 

210 

2 

Puget  Sound  P&L 

62.1 

539.7 

(1) 

1,496.1 

(2) 

2.2 

3 

Enova 

53.8 

431.2 

(4) 

1,076.6 

(7) 

4.3 

4 

Edison  International 

45.3 

514.9 

(2) 

1,466.9 

(3) 

16.3 

5 

PacifiCorp 

39.6 

266.8 

(8) 

1,099.4 

(6) 

12.7 

6 

Public  Service  Colo 

36.0 

424.8 

(5) 

876.5 

(9) 

5.0 

7 

Portland  General 

31.8 

385.9 

(6) 

1,352.7 

(4) 

2.5 

8 

Pinnacle  West 

27.9 

233.2 

(9) 

977.2 

(8) 

7.2 

9 

Hawaiian  Electric 

22.9 

382.8 

(7) 

1,655.5 

(1) 

3.4 

Industry  medians 

39.6 

424.8 

1,278.6 

Energy-integrated  gas 


Columbia  Gas  is  finally  out  of  Chapter  11, 
but  it  still  lost  $43,000  per  worker  last  year. 


1 

NGC 

89.6 

3,542.0 

(1) 

1,838.1 

(1) 

1.0 

2 

Pacific  Enterprises 

22.6 

286.4 

(4) 

642.9 

(3) 

8.2 

3 

NorAm  Energy 

9.6 

436.0 

(3) 

539.1 

(5) 

6.8 

4 

Consol  Natural  Gas 

3.0 

466.9 

(2) 

765.0 

(2) 

7.1 

5 

Columbia  Gas  System 

-43.4 

264.6 

(5) 

608.1 

(4) 

10.0 

Industry  medians 

9.6 

436.0 

642.9 

Energy-international  oils 


A  quarter  of  a  million  people  work  for  these  five  companies.  The  median 
company  gets  $1.2  million  in  revenue  per  worker  and  $43,000  in  net  income. 


1 

Exxon 

77.0 

1,284.4 

(1) 

1,086.9 

(1) 

84.0 

2 

Mobil 

43.6 

1,189.5 

(3) 

773.9 

(3) 

54.5 

3 

Amoco 

43.4 

630.2 

(5) 

694.9 

(5) 

42.9 

4 

Texaco 

25.1 

1,228.0 

(2) 

861.4 

(2) 

29.0 

5 

Chevron 

21.0 

705.6 

(4) 

773.4 

(4) 

44.4 

Industry  medians 

43.4 

1,189.5 

773.9 

Energy-oilfield  services 


Baker  Hughes,  the  most  efficient  driller  in  this  labor-intensive  group, 


would  be  below  average  compared  with  most  other  industries. 


1 

Baker  Hughes 

8.6 

182.3 

(2) 

215.6 

(1) 

15.0 

2 

Dresser  Industries 

7.3 

190.4 

(1) 

152.4 

(3) 

30.3 

3 

Western  Atlas 

7.0 

155.1 

(3) 

173.5 

(2) 

14.4 

4 

Halliburton 

4.1 

100.2 

(4) 

64.1 

(4) 

56.9 

Industry  medians 

7.2 

168.7 

163.0 

Energy-other  energy 


Depressed  natural  gas  prices  knocked  last  year's  leader 


in  profit  productivity,  Burlington  Resources,  into  last  place. 


1 

Oryx  Energy 

131 7 

845.0 

(5) 

1,388.3 

(4) 

1.2 

2 

Atlantic  Richfield 

60.9 

700.0 

(8) 

1,061.9 

(5) 

22.6 

3 

Fina 

38.2 

1,320.1 

(3) 

910.6 

(7) 

2.7 

4 

Valero  Energy 

36.0 

1,819.2 

(2) 

1,732.9 

(3) 

1.7 

5 

Occidental  Petroleum 

27.7 

564.3 

(12) 

964.5 

(6) 

18.5 

Rank  Company   Per  employee  ($000)  Employees 

Profits   Sales  (rank)  Assets  (rank)  (OOO) 


6 

Phillips  Petroleum 

26.2 

746.8 

(7) 

669.2 

(13) 

17.9 

7 

Tosco 

22.0 

2,081.2 

(1) 

571.4 

(14) 

3.5 

8 

Unocal 

20.3 

564.4 

(11) 

771.6 

(10) 

12.8 

9 

Anadarko  Petroleum 

19.5 

401.5 

(17) 

2,097.2 

(2) 

1.1 

10 

UtiliCorp  United 

17.0 

595.4 

(10) 

826.8 

(8) 

4.7 

11 

Sun  Co 

16.5 

606.7 

(9) 

375.8 

(17) 

13.8 

12 

Ultramar 

16.4 

934.4 

(4) 

678.6 

(12) 

2.9 

13 

Mapco 

12.2 

514.3 

(14) 

374.2 

(18) 

6.1 

14 

Diamond  Shamrock 

7.5 

467.3 

(16) 

357.3 

(19) 

6.3 

15 

Ashland 

2.4 

357.0 

(19) 

218.5 

(20) 

32.2 

16 

USX-Marathon 

-3.9 

531.2 

(13) 

481.0 

(15) 

21.0 

17 

Kerr-McGee 

-6.6 

379.2 

(18) 

680.4 

(11) 

4.8 

18 

Pennzoil 

-30.1 

235.5 

(20) 

425.2 

(16) 

10.1 

19 

Amerada  Hess 

-41.2 

762.7 

(6) 

810.1 

(9) 

9.6 

20 

Burlington  Resources 

-153.6 

479.1 

(15) 

2,287.1 

(1) 

1.8 

Industry  medians 

16.8 

579.9 

726.0 

Energy-other  gas 


Williams  Cos.  is  doing  something  right: 


Profits  per  employee  jumped  fourfold  from  1994. 


1 

Williams  Cos 

145.3 

314.7 

(5) 

1.156.6 

(4) 

9.1 

2 

Sonat 

96.3 

993.6 

(2) 

1,753.1 

(2) 

2.0 

3 

Enron 

74.2 

1,312.7 

(1) 

1,891.3 

(1) 

7.0 

4 

Panhandle  Eastern 

58.1 

950.2 

(3) 

1,458.9 

(3) 

5.2 

5 

Coastal 

17.0 

657.1 

(4) 

'  670.4 

(5) 

15.9 

Industry  medians 

74.2 

950.2 

1,458.9 

Entertainment  &  information-advertising  &  publishing 


Times  Mirror  cleaned  house  last  year,  and  in  the  process  lost  $17,000  per 
employee,  dropping  it  to  the  bottom  of  this  group  for  this  year. 


1 

Reader's  Digest  Assn 

38.8 

508.3 

(1) 

342.1 

(1) 

6.2 

2 

Washington  Post 

27.7 

250.1 

(2) 

252.1 

(4) 

6.9 

3 

Tribune 

26.5 

213.8 

(4) 

313.2 

(2) 

10.5 

4 

Dow  Jones 

17.6 

212.5 

(5) 

241.8 

(5) 

10.7 

5 

EW  Scripps 

16.1 

124.1 

(12) 

199.5 

(10) 

8.3 

6 

McGraw-Hill  Cos 

14.8 

190.7 

(7) 

201.6 

(8) 

15.4 

7 

Gannett 

14.7 

123.1 

(13) 

199.8 

(9) 

32.6 

8 

Harcourt  General 

12.6 

222.2 

(3) 

222.9 

(7) 

13.6 

9 

New  York  Times 

10.8 

192.0 

(6) 

269.1 

(3) 

12.6 

10 

Knight-Ridder 

8.0 

131.2 

(10) 

143.3 

(13) 

21.0 

11 

Omnicom  Group 

7.9 

127.2 

(11) 

198.7 

(11) 

17.8 

12 

RR  Donnelley  &  Sons 

7.5 

164.0 

(8) 

135.6 

(14) 

39.7 

13 

Interpublic  Group 

6.9 

115.3 

(14) 

225.4 

(6) 

18.9 

14 

Dun  &  Bradstreet 

.  6.6 

112.1 

(15) 

114.2 

(15) 

48.3 

15 

Times  Mirror 

-17.1 

149.3 

(9) 

165.3 

(12) 

23.1 

Industry  medians 

12.6 

164.0 

201.6 

Entertainment  &  information-broadcasting  &  movies 


King  World  Productions,  which  distributes  the  "Oprah  Winfrey  Show." 
"Jeopardy"  and  "Wheel  of  Fortune,"  is  in  a  league  of  its  own. 

1  King  World  Prods    309.5    1,370.3     (2)    1,716.6     (2)  0.4 

2  Walt  Disney     20.5      178.4     (9)    .  224.6    (11)  68.0 

3  Turner  Broadcasting     17  1      572.9     (3)      732.6     (6)  6.0 

4  Gaylord  Entertain     16.9      110.1    (12)      170.6    (12)  6.4 
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CflSCK  V'JlCEwlAJL,  s 


(Virfone"  Service  Makes  The  Most  Of  Your  Flight  Time, 

There's  a  phone  in  the  seat  in  front  of  you.  And,  until  you  land,  its  sole  purpose  is  to 
give  you  a  fast,  affordable  way  to  keep  up  with  your  world.  Even  when  you're  six  miles  above  it. 


It's  Amazing  What 
We  Can  Do  Together 


Rank  Company   Per  employee  ($000)   Employees 

Profits   Sales  (rank)  Assets  (rank)  (000) 


Entertainment  &  information-broadcasting  &  movies 


c 

P/iv  rnmmiiniratinnc 
LtOa  UUMIIIIUIMLdUUMb 

is  ? 

LJ.L 

l  qq  f. 

1  J  J.U 

(81 

834.7 

(4) 

6.7 

6 

U  S  West  Media 

14.3 

233.6 

(6) 

847.7 

(3) 

10.2 

7 

Viacom 

4.1 

213.6 

(7) 

530.4 

(8) 

54.7 

8 

Tele-Com-TCI 

^0.8 

156.9 

(10) 

684.4 

(7) 

32.0 

9 

Time  Warner 

-2.1 

135.8 

(11) 

372.6 

(10) 

59.4 

10 

Comcast 

-3.2 

285.0 

(4) 

811.9 

(5) 

11.8 

11 

Tele-Com-Liberty 

-4.1 

234.9 

(5) 

442.7 

(9) 

6.1 

12 

US  Satellite  Broad 

-1,251.8 

1,473.4 

(1) 

2,048.9 

(1) 

0.1 

Industry  medians 

9.2 

223.6 

708.5 

Financial  services-brokerage 


Ah,  the  bull  market.  The  median  company  in  this  group 
doubled  its  profits  per  employee  to  $31,100. 


1 

Morgan  Stanley 

64.6 

1,145.2 

(2) 

15,247.5 

(3) 

9.4 

2 

Quick  &  Reilly  Group 

61.9 

450.0 

(6) 

3,626.8 

(6) 

0.9 

3 

Salomon 

52.5 

1,026.2 

(3) 

21,646.0 

(1) 

8.7 

4 

Bear  Stearns  Cos 

49.6 

585.9 

(4) 

11,498.3 

(4) 

7.5 

5 

Lehman  Bros  Holding 

37.3 

1,770.5 

(1) 

15,993.1 

(2) 

8.1 

6 

Merrill  Lynch 

24.8 

479.1 

(5) 

3,938.9 

(5) 

44.9 

7 

Charles  Schwab 

22.0 

226.4 

(8) 

1,344.2 

(8) 

7.9 

8 

Marsh  &  McLennan 

15.1 

141.5 

(9) 

162.5 

(10) 

26.7 

9 

AG  Edwards 

14.1 

122.8 

(10) 

233.3 

(9) 

10.9 

10 

PaineWebber  Group 

5.0 

330.7 

(7) 

2,838.7 

(7) 

16.1 

Industry  medians 

31.1 

464.6 

3,782.9 

Financial  services-lease  &  finance 


Fannie  Mae  remains  the  giant  in  assets  per  employee 
with  more  than  twice  that  of  number  2,  Freddie  Mac. 


1 

MBIA 

743.6 

1,266.4 

(3) 

19,910.8 

(3) 

0.4 

2 

Federal  Natl  Mort 

634.0 

6,543.8 

(1) 

93,102.9 

(1) 

3.4 

3 

Ambac 

378.3 

687.0 

(6) 

11,984.8 

(4) 

0.4 

4 

Federal  Home  Loan 

335.7 

2,928.9 

(2) 

42,209.5 

(2) 

3.3 

5 

MGIC  Investment 

203.7 

606.4 

(7) 

1,839.8 

(12) 

1.0 

6 

Finova  Group 

105.3 

843.1 

(4) 

7,590.6 

(6) 

0.9 

7 

Green  Tree  Financial 

104.3 

275.8 

(13) 

978.7 

(18) 

2.4 

8 

First  USA 

79.0 

486.9 

(8) 

2,748.2 

(7) 

2.7 

9 

Sallie  Mae 

75.2 

804.4 

(5) 

10,269.4 

(5) 

4.9 

10 

Mercury  Finance 

67.6 

212.3 

(18) 

1,003.6 

(17) 

1.6 

11 

Advanta 

65.7 

375.8 

(9) 

2,174.1 

(10) 

2.1 

12 

Franklin  Resources 

65.0 

199.2 

(20) 

516.5 

(20) 

4.3 

13 

Countrywide  Credit 

51.5 

338.3 

(12) 

2,279.5 

(9) 

3.8 

14 

Travelers  Group 

36.7 

352.5 

(11) 

2,289.5 

(8) 

50.0 

15 

MBNA 

34.9 

253.4 

(16) 

1,306.6 

(15) 

10.1 

16 

Household  Intl 

31.7 

359.7 

(10) 

2,043.0 

(11) 

14.3 

17 

Dean  Witter  Discover 

28.9 

268.1 

(15) 

1,290.9 

(16) 

29.6 

18 

American  Express 

21.9 

230.4 

(17) 

1.504.7 

(14) 

71.4 

19 

Beneficial 

17.2 

274.1 

(14) 

1,793.5 

(13) 

8.8 

19 

GATX 

17.2 

210.8 

(19) 

691.1 

(19) 

5.9 

Industry  medians 

66.7 

356.1 

2,108.6 

Financial  services-multinational  banks 


Despite  mergers,  acquisitions  and  layoffs,  median  profits  per  employee 
for  these  multinational  banks  fell  from  $39,600  to  $36,200. 
Blame  derivatives-trading  losses  at  Bankers  Trust. 


1 

JP  Morgan  &  Co 

79.3 

847.2 

(1) 

11,318.7 

(1) 

1'-/; 

2 

Republic  New  York 

55.6 

550.4 

(3) 

8,446.9 

(2) 

5.2 

3 

Citicorp 

41.3 

377.5 

(4) 

3,059.6 

(6) 

84.0 

4 

Chase  Manhattan 

39.5 

348.8 

(5) 

4,043.8 

(4) 

75.2 

5 

BankAmerica 

32.9 

251.7 

(8) 

2,869.7 

(7) 

81.0 

6 

First  Chicago  NBD 

32.5 

301.7 

(6) 

3,446.7 

(5) 

35.4 

7 

Bank  of  Boston 

29.9 

298.6 

(7) 

2,616.0 

(8) 

18.1 

8 

Bankers  Trust  NY 

15.0 

581.1 

(2) 

7,273.4 

(3) 

14.3 

Industry  medians 

36.2 

363.2 

3,745.3 

Financial  services-regional  banks 


Thanks  to  acquisitions,  North  Fork  Bancorp,  a  New  York  bank,  joined  the 
Forbes  500s  and  leads  regional  banks,  with  $60,600  in  profits  per  employee. 


1 

North  Fork  Bancorp 

60.6 

294.3 

(7) 

3,832.1 

(5) 

0.9 

2 

Bank  of  New  York 

59.2 

344.8 

(4) 

3,476.8 

(9) 

15.5 

3 

Collective  Bncp 

55.1 

383.3 

(3) 

5.238.9 

(3) 

1.0 

4 

Riggs  National 

54.9 

233.0 

(28) 

2,957.8 

(17) 

1.6 

5 

hi.  1 1 _  r~ _  

Wells  Fargo 

52.9 

268.8 

(12) 

2.577.7 

(36) 

19.5 

6 

Fifth  Third  Bancorp 

49.0 

251.7 

(17) 

2,902.1 

(20) 

5.9 

7 

Valley  Natl  Bancorp 

48.2 

259.9 

(15) 

3,530.3 

(8) 

1.3 

8 

Provident  Bncp 

43.8 

316.7 

(6) 

3,783.8 

(6) 

1.6 

9 

First  Bank  System 

42.9 

249.2 

(18) 

2,560.2 

(37) 

13.2 

10 

Natl  Commerce  Bncp 

42.5 

260.3 

(14) 

3,201.9 

(12) 

1.2 

11 

City  National 

42.1 

217.4 

(40) 

3,584.1 

(7) 

1.2 

12 

Wilmington  Trust 

38.8 

217.9 

(38) 

2,317.6 

(47) 

2.3 

13 

Wachovia 

38.1 

237.7 

(25) 

2,847.1 

(22) 

15.8 

14 

First  Financial 

38.0 

274.4 

(10) 

3,252.7 

(11) 

1.7 

14 

Roosevelt  Finl  Group 

38.0 

524.0 

(1) 

7,593.1 

(1) 

1.2 

16 

Mercantile  Bkshs 

36.9 

196.4 

(51) 

2,245.1 

(51) 

2.8 

17 

Hibernia 

36.5 

181.4 

(67) 

2,122.8 

(66) 

3.4 

18 

Star  Banc 

36.1 

224.5 

(34) 

2,533.3 

(39) 

3.8 

19 

Northern  Trust 

33.6 

272.2 

(11) 

3,044.2 

(15) 

6.5 

20 

Mercantile  Bancorp 

33.0 

213.0 

(45) 

2,427.2 

(42) 

6.6 

21 

NationsBank 

32  9 

275.5 

(9) 

3,160.5 

(13) 

59.3 

22 

First  Interstate  Bncp 

32.4 

176.9 

(74) 

2,127.4 

(63) 

27.3 

23 

First  Union 

32.0 

236.8 

(26) 

2.951.4 

(18) 

44.7 

24 

Comerica 

31.9 

239.9 

(23) 

2.733.3 

(29) 

13.0 

25 

Summit  Bancorp 

31.7 

224.6 

(32) 

2.812.7 

(24) 

7.7 

26 

CoreStates  Financial 

31.5 

200.0 

(49) 

2,066.0 

(72) 

14.3 

26 

OnBancorp 

31.5 

325.2 

(5) 

3,928.8 

(4) 

1.4 

28 

Huntington  Bancshs 

31.1 

217.8 

(39) 

2.579.5 

(35) 

7.9 

29 

Signet  Banking 

30.8 

263.2 

(13) 

2,531.1 

(40) 

4.4 

30 

First  American 

30.1 

2133 

(44) 

2,828.4 

(23) 

3.4 

30 

First  Empire  State 

301 

247.9 

(19) 

2,749.7 

(27) 

4.3 

32 

CCB  Financial 

29.8 

224.6 

(32) 

2,623.6 

(34) 

1.9 

33 

Central  Fidelity  Bks 

29.3 

236.6 

(27) 

3,006.4 

(16) 

3.6 

33 

Centura  Banks 

29.3 

222.0 

(36) 

2.690.1 

(32) 

2.0 

33 

Union  Bank 

29.3 

219.0 

(37) 

2,758.0 

(26) 

7.1 

288 


Forbes  ■  April  22,  1996 


You  migfkt  expect  to  find  this 
worker  in  tke  Steel  City. 
But  then  you  'dhe 
about  750  miles  off. 


It  may  surprise  you  to  learn  tkat 
one  oftl  le  nation's  largest  steel 
producing  states  is  in  tke  M  id- South. 
It's  Arkansas. 

Midway  between  Montreal  and 
Mexico  City,  Arkansas  offers 
businesses  an  ideal 
location  for 
national  and 


and  one  of  America's  lowest  per  capita 
tax  burdens.  Ours  is  a  diverse  state  in 
its  geography,  available  industrial  sites, 
and  productive  work  force. 

And  AIDC,  tke  state  s  economic 
development  agency,  is  ready  to 

your  company  s 


international  trade.  With  all  tl  le 
kigkway,  rail  and  air  connections 
you'd  expect,  even  access  to  deep 
water  ports.  And  added  benefits  like 
low  worker's  compensation  premiums, 
enterprise  zone  financial  incentives, 


information  needs. 

if  you're  tkinking  of  locating  a 
business  operation  anywkere  in  tke 
Central  IT.S.f  it  s  a  slate  you  skouL 

call.  1-800-ARKANSAS. 

We  II  even  sen  J  a  map. 


One  State  Capitol  Mall  •  L 


k,  Arkansas  USA  72201  •  501-682-1121  •  501-682-7341  (fax)  •  Internet:  www.state.ar.us 


IIT 


Rank  Company   Per  employee  {$000)~^—  Employees 

Profits   Sales  (rank)  Assets  (rank)  (000) 


Financial  services-regional  banks 


33 

Zions  Bancorp 

29.3 

186.4 

(61) 

2.025.5 

(75) 

.  2.8 

37 

SunTrust  Banks 

29.1 

192.7 

(54) 

2,394.0 

(43) 

19.4 

38 

AmSouth  Bancorp 

28.8 

247.6 

(20) 

2,915.2 

(19) 

6.1 

39 

Bancorp  Hawaii 

28.5 

244.2 

(21) 

3,092.2 

(14) 

4.3 

40, 

Mpllnn  Rank 

IVICllUII  Dl1III\ 

28.4 

185.8 

(62) 

1,672.7 

(91) 

24.3 

41 

Regions  Financial 

28.1 

191.7 

(55) 

2,232.7 

(53) 

6.1 

42 

Dauphin  Deposit 

27.8 

184.5 

(63) 

2.244.6 

(52) 

2.4 

43 

Fulton  Financial 

27.7 

160.7 

(88) 

2,023.5 

(76) 

1.6 

44 

V/iu  rxciii  rniaiiviai 

27.6 

213.6 

(43) 

2.338.9 

(45) 

5.1 

45 

Rarnptt  Bank^ 

27.3 

188.2 

(58) 

2,125.3 

(64) 

19.6 

46 

Compass  Bancshares 

27.2 

209.6 

(46) 

2,533.9 

(38) 

4.1 

47 

BOK  Financial 

27.0 

201.2 

(48) 

2,317.2 

(48) 

1.8 

47 

Trustmark 

27.0 

184.5 

(63) 

2,259.1 

(49) 

2.2 

49 

KeyCorp 

26.9 

206.0 

(47) 

2,257.4 

(50) 

29.4 

50 

DO  1 1 L  \J  1  IC 

26.7 

187.5 

(59) 

1,890.4 

(83) 

47.9 

50 

Crestar  Financial 

26.7 

226.5 

(31) 

2,719.6 

(30) 

6.7 

50 

Meridian  Bancorp 

26.7 

215.0 

(42) 

2,320.8 

(46) 

6.4 

53 

Keystone  Finl 

26.5 

178.9 

(70) 

2,192.1 

(55) 

2.3 

54 

Associated  Banc-Corp 

26.3 

178.9 

(70) 

2,084.5 

(68) 

1.8 

55 

SniithTriKt 

26.2 

223.2 

(35) 

2.740.5 

(28) 

7.6 

56 

Deposit  Guaranty 

25.9 

176.4 

(75) 

2,149.1 

(60) 

2.8 

57 

First  Hawaiian 

25.5 

217.2 

(41) 

2,509.0 

(41) 

3.0 

57 

Union  Planters 

25.5 

187.3 

(60) 

2,123.8 

(65) 

5.3 

59 

UnitpH  Carolina  Rr^h^ 

WllllGU  vol  will  lo  U\.  Jl  1 J 

25.4 

190.2 

(%) 

2,178.2 

(57) 

1.7 

60 

Intppra  Finanrial 

25.0 

237.8 

(24) 

2,795.4 

(25) 

5.1 

61 

One  Valley  Bncp  WV 

24.9 

162.2 

(87) 

1,955.5 

(80) 

2.0 

62 

Boatmen's  Bancshs 

24.5 

175.3 

(76) 

1,971.7 

(79) 

17.1 

63 

Marshall  &  llsley 

24.1 

168.0 

(81) 

1,662.1 

(92) 

8.0 

64 

23.9 

177.4 

(72) 

2.100.9 

(67) 

5.7 

64 

Firstar 

23.9 

181.6 

(66) 

2,001.1 

(77) 

9.6 

66 

Cullen/Frost  Bankers 

23.8 

177.1 

(73) 

2,163.9 

(58) 

1.9 

67 

First  Tennessee  Natl 

23.7 

189.2 

(57) 

1,732.2 

(88) 

7.0 

68 

Old  National  Bncp 

23.6 

180.2 

(68) 

2.203.1 

(54) 

2.2 

69 

Commerce  Bancshs 

23.3 

165.2 

(85) 

2,069.1 

(71) 

4.6 

70 

Norwest 

23.2 

184.4 

(65) 

1,754.3 

(87) 

41.1 

71 

Southern  National 

23.1 

230.5 

(29) 

2,661.4 

(33) 

7.7 

72 

First  Natl  Nebraska 

22.6 

228.3 

(30) 

1,682.9 

(90) 

3.6 

72 

National  City 

22.6 

168.0 

(81) 

1.762.6 

(86) 

20.5 

74 

First  Virginia  Banks 

22.3 

132.8 

(94) 

1,646.0 

(93) 

5.0 

74 

US  Ranrnrn 

22.3 

198.9 

2.157.7 

14.7 

76 

Colonial  BancGroup 

22.2 

172.6 

(78) 

2,136.1 

(61) 

1.7 

77 

Magna  Group 

22.1 

170.2 

(80) 

2,131.6 

(62) 

2.3 

78 

First  Commercial 

21.7 

150.9 

(91) 

2,042.3 

(74) 

2.6 

79 

CNB  Bancshares 

21.5 

193.4 

(53) 

2,189.9 

(56) 

1.7 

80 

Citizens  Bncp 

21.0 

174.6 

(77) 

2,347.3 

(44) 

1.7 

81 

BancorpSouth 

20.8 

166.6 

(84) 

1,938.9 

(82) 

1.7 

12 

State  S:   !j  Boston 

19.8 

196.3 

(52) 

2,069.3 

(70) 

12.5 

83 

Fleet  r  Sroup 

19.6 

253.6 

(16) 

2,719.2 

(31) 

31.1 

84 

Ba.  ice 

19.2 

168.0 

(81) 

2,058.5 

(73) 

7.6 

85 

Synovus 

18.8 

156.9 

(90) 

1,300.5 

(95) 

6.1 

Rank 

Company 

Per  employee  ($000)- 

—  Employees 

Profits 

Sales  (rank)  Assets 

(rank) 

(000) 

86 

First  of  America  Bk 

18.1 

163.5 

(86) 

1,801.4 

(85) 

13.1 

87 

Citizens  Banking 

17.8 

146.6 

(93) 

1,834.7 

(84) 

1.9 

88 

First  Commerce 

17.7 

172.0 

(79) 

1,986.7 

(78) 

4.3 

89 

PNC  Bank 

16.1 

240.5 

(22) 

2,889.9 

(21) 

25.4 

90 

First  Security 

15.8 

157.5 

(89) 

1.720.5 

(89) 

7.6 

91 

First  Citizens  Bcshs 

15.0 

148.8 

(92) 

1,950.3 

(81) 

38 

92 

Charter  One  Finl 

14.1 

473.8 

(2) 

5,636.7 

(2) 

2.4 

93 

UMB  Financial 

13.4 

128.6 

(95) 

1,612.3 

(94) 

3.9 

94 

FirstMerit 

9.5 

179.4 

(69) 

2,069.7 

(69) 

2.7 

95 

Sumitomo  Bank  Calif 

-72.7 

282.6 

(8) 

3,301.1 

(10) 

1.5 

Industry  medians 

27.0 

201.2 

2,317.2 

Financial  services-thrift  institutions 


Profits  per  employee  at  Washington  Federal  were  down, 


but  this  bank  still  leads  its  second-place  rival  by  a  wide  margin. 


1 

Washington  Federal 

141.6 

674.4 

(1) 

8,805.1 

(1) 

06 

2 

GreenPoint  Financial 

63.0 

429.3 

(10) 

8,599.3 

(2) 

1.7 

3 

Golden  West  Finl 

56.2 

592.0 

(3) 

8.417.6 

(4) 

4.2 

4 

Astoria  Financial 

53.2 

521.0 

(4) 

7,761.0 

(5) 

0.9 

5 

HF  Ahmanson 

52.9 

515.4 

(5) 

5.922.4 

(9) 

8.5 

6 

Washington  Mutual 

43.6 

372.1 

(15) 

4,952.7 

(15) 

4.4 

7 

Sovereign  Bancorp 

43.3 

397.9 

(13) 

6,195.0 

(8) 

1.3 

8 

Commercial  Federal 

42.7 

437.3 

(9) 

5,763.9 

(10) 

1.1 

9 

Cal  Fed  Bancorp 

42.5 

487.0 

(6) 

6,509.4 

(7) 

2.2 

10 

Standard  Federal 

40.8 

338.3 

(16) 

4.532.5 

(16) 

2.9 

11 

Long  Island  Bancorp 

37.1 

304.9 

(17) 

4.105.6 

(17) 

1.2 

12 

St  Paul  Bancorp 

33.6 

288.8 

(18) 

3,804.7 

(18) 

1.1 

13 

People's  Bank 

29.2 

250.2 

(19) 

2,823.8 

(21) 

2.4 

14 

RCSB  Financial 

25.6 

217.6 

(22) 

2.622.9 

(22) 

1.5 

15 

Downey  Financial 

23.4 

376.1 

(14) 

5,162.2 

(14) 

0.9 

16 

Giendale  Federal  Bk 

22.1 

446.5 

(8) 

5,761.6 

(11) 

2.5 

17 

Dime  Bancorp 

21.2 

484.8 

(7) 

6.923.2 

(6) 

2.9 

18 

Coast  Savings  Finl 

20.9 

426.4 

(11) 

5,245.8 

(12) 

1.6 

19 

Center  Financial 

17.9 

225.6 

(21) 

2.832.6 

(20) 

1.3 

20 

Great  Western  Finl 

17.4 

237.5 

(20) 

2,968.7 

(19) 

15.0 

21 

TCF  Financial 

14.8 

177.4 

(23) 

1,734.5 

(23) 

4.2 

22 

FirstFed  Financial 

13.5 

642.8 

(2) 

8,570.9 

(3) 

0.5 

23 

Fidelity  Federal  Bank 

-109.0 

399.6 

(12) 

5.212.4 

(13) 

0.6 

Industry  medians 

33.6 

399.6 

5,245.8 

Food  distributors-food  wholesalers 


A  merger  with  Super  Rite  propelled  Richfood  Holdings 


to  the  top  of  this  low-margin  group. 


1 

Richfood  Holdings 

12-7 

1.157.5 

(1) 

205.0 

(1! 

2.7 

2 

Sysco 

9.5 

452.7 

(2) 

117.8 

(2) 

28.1 

3 

Supervalu 

3.7 

380.0 

(4) 

99.7 

(4) 

43.5 

4 

Nash  Finch 

1.9 

307.3 

(5) 

54.7 

(5) 

9.4 

5 

Fleming  Cos 

1.0 

419.7 

(3) 

103.0 

(3) 

41.7 

Industry  medians 

3.7 

419.7 

103.0 
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Smartest 


ere 

rtsoumng  Benefits 
Admmstration 
oThey  Could 
Spend  More 
Time  Plan™ 


kys  To  Steal 


Otreamlining,  downsizing, 
outsourcing.  As  the  age  of  lean 
and  mean  reaches  maturity,  savvy 
business  leaders  are  finding  ways 
to  aim  their  valuable  energy  more 
at  the  external  than  the  internal. 

After  all,  the  more  time  you  spend 
managing  the  business  of  operating 
a  business,  the  less  time  you  have 
to  protect  and  build  it. 

Benefits  administration  is  one 
of  the  most  complex,  cumbersome 
and  time-consuming  aspects  of 
your  operation  that  is  not  related 
to  your  core  business  objectives. 

Luckily,  it's  also  one  of  the 
easiest  to  outsource. 

With  ABR,  you  can  unload  the 
whole  ball  of  wax,  or  pick  and 
choose  from  a  menu  of  benefits 
administration  services.  We're 
experts  on  everything  from  open 
enrollment,  to  HMO  consolidation, 
to  retiree  billing,  to  COBRA.  And 
ork  for  more  than  19,000 
mployers  who  would 
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Right  now,  somebody  out 
is  trying  to  get  their  greedy  little 
hands  on  your  business.  Call  the 
number  below  and  we'll  help  you 
slap  them  on  the  wrist. 

ABR 

National  Service  Center,  Inc. 

An  ABR  information  Services  Company 

34125  U.S.  Highway  19  North 
Palm  Harbor,  Florida  34684 
Marketing  Services  (800)366-3130 
or  (813)785-2819 


Rank  Company        --  -  Per  employee  ($000)— -  Employees 

Profits   Sales  (rank)  Assets  (rank)  (000) 


Food  distributors-restaurant  chains 

Restaurant  workers  don't  take  home  much  money, 


and  they  don't  add  much  to  the  boss'  bottom  line,  either. 


1 

McDonald's 

49.6 

(1) 

78.0 

(1) 

197.5 

2 

Garden  Restaurants 

0.8 

44.4 

(2) 

29.0 

(2) 

72.0 

3 

Flagstar  Cos 

-0.6 

28.6 

(3) 

16.7 

(3) 

90.0 

Industry  medians 

0.8 

44.4 

29.0 

Food  distributors-supermarkets  &  convenience  stores 


Albertson's  completed  its  26th  consecutive  year  of  record  sales 
and  earnings  and  leads  this  group  in  productivity. 


1 

Albertson's 

7.4 

200.8 

(6) 

66.0 

(9) 

62.7 

2 

Southland 

6.5 

224.9 

(2) 

80.4 

(5) 

25.9 

3 

Hannaford  Bros 

5.5 

203.0 

(5) 

76.0 

(6) 

12.7 

4 

Giant  Food 

4.0 

151.4 

(11) 

56.9 

(11) 

25.5 

5 

American  Stores 

3.7 

216.2 

(3) 

86.9 

(4) 

84.7 

6 

Food  Lion 

3.6 

172.0 

(10) 

55.4 

(12) 

47.7 

7 

Safeway 

2.9 

146.4 

(12) 

46.4 

(14) 

112.0 

8 

Winn-Dixie  Stores 

2.8 

144.7 

(13) 

31.0 

(15) 

86.9 

9 

Vons  Cos 

2.3 

174.9 

(9) 

75.4 

(7) 

29.0 

10 

Great  A&P  Tea 

2.0 

353.6 

(1) 

102.5 

(2) 

28.6 

10 

Stop  &  Shop  Cos 

2.0 

122.9 

(14) 

66.1 

(8) 

33.5 

12 

Circle  K 

1.7 

177.2 

(7) 

51.5 

(13) 

20.0 

13 

Kroger 

1.6 

122.1 

(15) 

25.7 

(16) 

196.0 

14 

Penn  Traffic 

-1.5 

121.0 

(16) 

63.2 

(10) 

28.5 

15 

Smith's  Food  &  Drug 

-2.3 

175.2 

(8) 

95.8 

(3) 

17.6 

16 

Grand  Union 

-14.1 

208.9 

(4) 

112.4 

(1) 

11.1 

Industry  medians 

2.6 

175.1 

66.1 

Food,  drink  &  tobacco-beverages 


Coca-Cola  Enterprises'  31,500  workers  bottled  55%  of  the  Coke 
sold  in  the  U.S.  But  quantity  doesn't  always  equal  quality. 
Its  workers  generated  only  $2,600  each  in  profits. 


1 

Coca-Cola 

91.9 

554.4 

(1) 

462.8 

(1) 

32.5 

2 

Anheuser-Busch  Cos 

37.0 

431.0 

(2) 

410.0 

(2) 

24.0 

3 

Brown-Forman 

22.6 

218.8 

(3) 

192.4 

(4) 

7.0 

4 

Whitman 

8.3 

183.5 

(5) 

147.2 

(5) 

16.1 

5 

PepsiCo 

3.4 

64.0 

(6) 

53.5 

(6) 

475.5 

6 

Coca-Cola  Enterprises 

2.6 

215.0 

(4) 

287.7 

(3) 

31.5 

Industry  medians 

15.5 

216.9 

240.1 

Food,  drink  &  tobacco-food  processors 


With  149, 100  workers,  Sara  Lee  is  the  largest  employer  here, 
but  trails  its  peers  in  profitability. 


1 

Archer  Daniels 

54.6 

874.4 

(1) 

717.3 

(1) 

14  8 

2 

Quaker  Oats 

41.8 

344.2 

(5) 

278.8 

(5) 

17.3 

3 

General  Mills 

39.0 

532.5 

(2) 

355.8 

(2) 

9.9 

4 

Pioneer  Hi-Bred  Intl 

37.3 

318.3 

(6) 

313.4 

(3) 

.4.9 

5 

Kellogg 

32.5 

464.7 

(3) 

292.9 

(4) 

15.1 

6 

Wm  Wrigley  Jr 

31.3 

245.4 

(11) 

153.7 

(9) 

7.2 

7 

Hershey  Foods 

20.7 

270.4 

(10) 

207.4 

(6) 

13.7 

8 

Campbell  Soup 

17.0 

173.2 

(16) 

150.2 

(11) 

43.8 

Rank 

Company 

Per  employee  ($000)- 

—  Employees 

Profits 

Sales  (rank)  Assets 

(rank) 

(000) 

9 

HJ  Heinz 

15.3 

213.2 

(13) 

204.2 

(7) 

42  2 

10 

CPC  International 

10.8 

178.6 

(15) 

158.9 

(8) 

47.2 

11 

Hormel  Foods 

10.5 

302.5 

(8) 

122.8 

(13) 

10.1 

12 

Ralston  Purina 

8.9 

181.7 

(14) 

150.5 

(10) 

31.9 

13 

IBP 

8.8 

395.9 

(4) 

63.4 

(19) 

32.0 

14 

ConAgra 

5.9 

271.3 

(9) 

145.0 

(12) 

90.9 

15 

Sara  Lee 

5.7 

123.0 

(17) 

83.1 

(16) 

149.1 

16 

Dean  Foods 

5.3 

234.3 

(12) 

116.6 

(14) 

11.8 

17 

Intl  Multifoods 

4.0 

318.1 

(7) 

109.8 

(15) 

7.6 

18 

Tyson  Foods 

3.5 

95.7 

(18) 

75.1 

(17) 

59.9 

19 

Dole  Food 

2.8 

88.5 

(19) 

56.8 

(20) 

43.0 

20 

Chiquita  Brands  Intl 

0.4 

65.0 

(20) 

66.4 

(18) 

39.5 

Industry  medians 

10.7 

257.9 

150.4 

Food,  drink  &  tobacco-tobacco 


Never  mind  the  litigation  and  bad  publicity, 

Philip  Morris  posted  an  increase  of  $6,700  in  profits  per  worker. 


1 

UST  Inc 

105.3 

318.5 

(3) 

192.2 

(5) 

4.1 

2 

Loews 

69.5 

677.9 

(1) 

2.712.2 

(1) 

25.4 

3 

Philip  Morris  Cos 

34.7 

336.3 

(2) 

340.6 

(3) 

158.0 

4 

American  Brands 

17.6 

191.1 

(5) 

259.6 

(4) 

30.9 

5 

RJR  Nabisco 

8.6 

218.4 

(4) 

430.0 

(2) 

73.3 

6 

Universal 

1.5 

117.5 

(6) 

68.3 

(6) 

30.0 

Industry  medians 

26.2 

268.5 

300.1 

Forest  products-packaging 


Stone  Container  has  the  most  sales  per  employee, 


and  has  finally  made  progress  in  converting  these  sales  to  profits. 


1 

Gaylord  Container 

34.5 

259.5 

(2) 

233.3 

(3) 

4.1 

2 

Temple-Inland 

18.5 

227.7 

(5) 

839.7 

(1) 

15.2 

3 

Stone  Container 

16.2 

267.3 

(1) 

232.7 

(4) 

27.5 

4 

Jefferson  Smurfit 

15.1 

249.6 

(3) 

169.7 

(6) 

16.4 

5 

Sonoco  Products 

91 

149.5 

(7) 

116.9 

(8) 

181 

6 

Owens-Illinois 

6.0 

133.5 

(8) 

191.5 

(5) 

28.4 

7 

Crown  Cork  &  Seal 

3.3 

225.9 

(6) 

234.0 

(2) 

22.4 

8 

Ball 

-1.6 

229.9 

(4) 

143.0 

(7) 

11.3 

Industry  medians 

12.1 

228.8 

212.1 

Forest  products-paper  &  lumber 


Thanks  to  rising  paper  prices,  most  of  these  firms  prospered  last  year. 
In  1995  Champion  International  earned  $31,700  per  worker, 
up  from  $2,500  in  1994. 


1 

Rayonier 

50.8 

450.2 

(1) 

588.5 

(1) 

2.8 

2 

Bowater 

44.9 

348.0 

(2) 

505.8 

(2) 

5.8 

3 

Consolidated  Papers 

42.0 

289.4 

(8) 

354.3 

(4) 

5.5 

4 

Willamette  Inds 

40.5 

304.5 

(5) 

268.4 

(10) 

12.7 

5 

Champion  Intl 

31.7 

286.1 

(9) 

391.6 

(3) 

24.4 

6 

Union  Camp 

24.3 

226.7 

(12) 

260.5 

(12) 

18.6 

7 

Mead 

22.4 

331.0 

(3) 

279.4 

(8) 

15.7 
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GM 


General  Motors 


Morses  » 

Among  the  top-ten  volume  corporations 
selling  1995  cars  and  trucks  in  the  U.S.* 

-  J.D.  Power  and  Associates 


This  ad  is  made  possible  by  all  the  hard-working  men  and 
women  of  General  Motors,  its  dealers,  retailers,  and  suppliers. 


CHEVROLET  PONTIAC  OldSmObile  BUICK  Cadi  I  i  AC.  SATITCN 


•Including  General  Motors  Corporation,  Chrysler  Corporation,  Ford  Motor  Company,  American  Honda  Motor  Company,  Hyundai  Motor  of 
America,  Mazda  Motor  of  America,  Mitsubishi  Motor  Sales  of  America,  Nissan  Motor  Corporation,  Toyota  Motor  Sales  U.S.A.,  Volkswagen  of 
America.  (Based  on  J.D.  Power  and  Associates  1995  New  Vehicle  Sales  Satisfaction  Index  Study,SM  which  includes  measurement  of  owner  satisfac- 
tion with  sales  experience,  delivery  and  initial  vehicle  condition  after  the  first  90  days  of  ownership.) 


1NU  KKUUuuliwIlT 


Rank  Company   Per  employee  ($000)  —  Employees 

Profits   Sales  (rank)  Assets  (rank)  (000) 


Forest  products-paper  &  lumber 


8 

Georgia-Pacific 

21.5 

302.5 

(6) 

261.1 

(11) 

.47.3 

9 

Weyerhaeuser 

21.0 

309.8 

(4) 

348.3 

(5) 

38.0 

10 

Westvaco 

20.8 

230.4 

(11) 

302.4 

(7) 

14.2 

11 

Boise  Cascade 

20.4 

294.7 

(7) 

270.4 

(9) 

17.2 

12 

International  Paper 

14.8 

254.9 

(10) 

308.7 

(6) 

77.7 

13 

Louisiana-Pacific 

-3.8 

210.6 

(13) 

207.8 

(13) 

13.5 

Industry  medians 

22.4 

294.7 

302.4 

Health-drugs 


Each  employee  at  Bindley  Western  Industries,  a  drug  distributor,  brought 


in  $5.4  million  in  sales  but  only  $19, 100  in  profits. 


1 

Amgen 

140.4 

506.5 

(7) 

635.2 

(4) 

3.8 

2 

Mylan  Labs 

89.0 

308.8 

(9) 

462.7 

(10) 

1.3 

3 

Eli  Lilly 

88.6 

261.7 

(12) 

557.5 

(6) 

25.9 

4 

Merck 

72.0 

359.9 

(8) 

514.2 

(9) 

46.4 

5 

ALZA 

53.9 

242.8 

(14) 

697.3 

(3) 

1.3 

6 

Genentech 

52.5 

307.3 

(10) 

720.8 

(2) 

2.8 

7 

Schering-Plough 

43.2 

249.0 

(13) 

227.5 

(19) 

20.5 

8 

Bristol-Myers  Squibb 

37.7 

286.5 

(11) 

289.9 

(17) 

48.1 

9 

Pfizer 

37.4 

238.3 

(15) 

302.7 

(15) 

42.1 

10 

Abbott  Laboratories 

33.9 

200.8 

(18) 

188.8 

(21) 

49.9 

11 

American  Home  Prods 

24.1 

191.8 

(21) 

306.3 

(14) 

69.7 

12 

Cardinal  Health 

22.6 

2,045.1 

(2) 

525.4 

(8) 

4.0 

13 

Pharmacia  &  Upjohn 

21.4 

205.6 

(17) 

332.2 

(13) 

34.5 

14 

Warner-Lambert 

20.3 

192.9 

(20) 

167.2 

(22) 

36.5 

15 

Mallinckrodt  Group 

19.7 

216.3 

(16) 

273.0 

(18) 

10.3 

16 

Bindley  Western  Inds 

19.1 

5.449.4 

(1) 

985.0 

(1) 

0.9 

17 

Bergen  Brunswig 

14.8 

1,975.7 

(3) 

542.1 

(7) 

4.5 

18 

AmeriSource  Health 

14.5 

1,928.9 

(4) 

405.8 

(11) 

2.5 

19 

IVAX 

14.2 

155.8 

(23) 

165.2 

(23) 

8.1 

20 

Rhone-Poulenc  Rorer 

13.5 

194.0 

(19) 

339.1 

(12) 

26.5 

21 

McKesson 

11.2 

1,113.3 

(6) 

301.2 

(16) 

12.2 

22 

FoxMeyer  Health 

-3.8 

1,904.2 

(5) 

570.5 

(5) 

2.8 

23 

Chiron 

-74.3 

159.6 

(22) 

216.2 

(20) 

6.9 

Industry  medians 

22.6 

261.7 

339.1 

Health-health  care  services 


Columbia/HCA  is  the  largest  employer  in  the  group,  with  226,500  workers, 
but  US  Healthcare  leads  in  profitability,  $82,300  per  employee. 


1 

US  Healthcare 

82.3 

760.8 

(4) 

360.5 

(4) 

4.6 

2 

WellPoint  Health 

48.0 

828.6 

(3) 

714.5 

(1) 

3.8 

3 

Health  Systems  Intl 

32.6 

993.5 

(1) 

441.3 

(3) 

2.8 

4 

PacifiCare  Health 

28.0 

958.2 

(2) 

354.1 

(5) 

4.1 

5 

United  HealthCare 

20.5 

395.1 

(6) 

445.6 

(2) 

14.0 

6 

Oxford  Health  Plans 

17.6 

593.4 

(5) 

204.6 

(9) 

3.0 

Foundation  Health 

15.8 

273.9 

(10) 

213.2 

(8) 

9.9 

Humana 

14.6 

354.2 

(7) 

221.4 

(6) 

13.0 

Healthsource 

13.8 

286.9 

(9) 

214.4 

(7) 

4.1 

10 

'  Healthcare 

6.4 

79.6 

(13) 

138.7 

(12) 

58.7 

11 

bia/HCA 

4.7 

78.1 

(14) 

87.8 

(15) 

226.5 

12 

Care 

4.3 

51.3 

(16) 

65.6 

(16) 

24.6 

Rank 

Company 

Profits 

Per  employee  ($000)- 
Sales  (rank)  Assets 

—  Employees 
(rank)  (OOO) 

13 

HealthSouth 

3.3 

64.4 

(15) 

121.6 

(14) 

24.2 

14 

FHP  International 

1.8 

309.3 

(8) 

180.8 

(11) 

13.0 

15 

Vencor 

0.1 

38.1 

(18) 

31.4 

(17) 

61.0 

16 

Beverly  Enterprises 

-0.1 

39.1 

(17) 

30.4 

(18) 

82.5 

17 

HBO  &  Co 

-8.5 

167.8 

(12) 

181.2 

(10) 

3.0 

18 

Caremark  Intl 

-11.5 

235.7 

(11) 

125.5 

(13) 

10.1 

Industry  medians 

10.1 

280.4 

192.9 

Health-medical  supplies 


St.  Jude  medical  added  800  workers  since  last  year,  but  still  makes  the 
most  profit  per  employee. 


1 

St  Jude  Medical 

56.7 

317.1 

(2) 

445.2 

(1) 

2.3 

2 

Medtronic 

37.4 

195.3 

(5) 

208.4 

(8) 

10.7 

3 

Johnson  &  Johnson 

29.3 

230.1 

(3) 

218.2 

(6) 

81.9 

4 

Guidant 

20.3 

187.0 

(7) 

212.3 

(7) 

5.0 

5 

Pall 

19.9 

138.7 

(12) 

169.8 

(10) 

6.5 

6 

Stryker 

19.7 

197.1 

(4) 

193.2 

(9) 

4.4 

7 

Baxter  International 

19.1 

148.7 

(11) 

278.0 

(3) 

34.0 

8 

Becton  Dickinson 

14.3 

150.4 

(10) 

160.3 

(11) 

18.4 

9 

Allergan 

13.3 

195.1 

(6) 

240.6 

(5) 

5.5 

10 

Hillenbrand  Inds 

9.1 

164.1 

(8) 

310.1 

(2) 

9.9 

11 

Boston  Scientific 

1.2 

157.2 

(9) 

152.7 

(12) 

7.0 

12 

Corning 

-1.2 

126.5 

(13) 

142.6 

(13) 

42.0 

13 

Owens  &  Minor 

-3.6 

960.2 

(1) 

276.7 

(4) 

3.1 

Industry  medians 

19.1 

187.0 

212.3 

Insurance-diversified 


American  International  Group  is  a  giant,  but  efficient.  It  ranks  first  in 
profits  and  sales  per  employee. 


1 

American  Intl  Group 

74.9 

772.4 

(1) 

4,004.1 

(2) 

33.5 

2 

Safeco 

53.2 

496.4 

(3) 

2,502.4 

(3) 

7.5 

3 

Lincoln  National 

50.1 

689.3 

(2) 

6,573.6 

(1) 

9.6 

4 

Old  Republic  Intl 

39.0 

311.4 

(7) 

1,210.5 

(7) 

5.4 

5 

Horace  Mann 

30.8 

308.6 

(8) 

1.525.9 

(6) 

2.4 

6 

Unitrin 

20.2 

194.0 

(9) 

646.0 

(9) 

7.5 

7 

Leucadia  National 

17.9 

342.7 

(6) 

1.170.6 

(8) 

4.4 

8 

Aetna  Life  &  Cas 

7.2 

371.8 

(5) 

2,415.7 

(4) 

34.9 

9 

Cigna 

4.5 

407.3 

(4) 

2.060.9 

(5) 

46.5 

Industry  medians 

30.8 

371.8 

2,060.9 

Insurance-life  &  health 


Twentieth-ranked  Western  National  leads  in  sales  and  assets  per  employ- 
ee, but  its  net  of  $29,200  per  employee  is  near  the  bottom. 


1 

SunAmerica 

186.0 

975.9 

(6) 

15.516.8 

(3) 

1.2 

2 

Equitable  of  Iowa 

176.5 

1,590.1 

(4) 

20,333.5 

(2) 

0.5 

3 

First  Colony 

154.7 

1.694.0 

(3) 

10.950.6 

(5) 

1.0 

4 

Aflac 

86.5 

1.782.1 

(2) 

6.279.6 

(9) 

4.0 

5 

Conseco 

68.4 

877.5 

(7) 

5.315.8 

(12) 

3.3 

6 

Protective  Life 

64.8 

743.9 

(12) 

6,112.8 

(10) 

1.2 

7 

ReliaStar  Financial 

58.9 

751.9 

(11) 

5,582.4 

(11) 

2.8 

8 

Jefferson-Pilot 

57.0 

326.8 

(21) 

3,430.8 

(17) 

4.8 

9 

Life  USA  Holding 

54.4 

777.2 

(10) 

11,018.6 

(4) 

0.4 

10 

USLife 

50.2 

828.4 

(8) 

3.776.4 

(16) 

2.1 
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Opportunities  come  and  go  in  a  fraction  of  a  second, 

Get  ahead  of  the  field. 


Global  expertise  is  undeniably  one  of  HSBC  Asset  Management's 
greatest  assets.  But  it's  our  local  cover  that  gives  us  the  edge.  This 
means  that  although  our  clients  are  serviced  from  the  office 
nearest  to  their  own,  their  assets  are  allocated  to  the  office  closest 


to  the  markets  in  which  they  will  be  invested.  From  this  position, 
our  local  fund  managers  develop  a  keen  understanding  of  local 
companies  and  market  conditions.  So  that  when  an  opportunity 
does  present  itself,  they  don't  miss  it.  And  neither  do  you. 


HSBC  Asset  Management 


Member  HSBC  Group 


World    Class  Performers 


NEW  YORK  (+1)  212  503  6815  LONDON  (+44)  171  955  5050.  HONG  KONG  (+852)  2801  01 1 1.  SINGAPORE  (+65)  530  2828.  TOKYO  (+81)  3  3433  4200.  MELBOURNE  (+61)  3  9619  9800 

ISSUED  IN  THE  UK  BY  HSBC  ASSET  MANAGEMENT  EUROPE  LIMITED.  REGULATED  BY  IMRO  , 


U  PKUUUUMUIIY 


Rank  Company   Per  employee  ($00O>- —  Employees 

Profits   Sales  (rank)  Assets  (rank)  (000) 


Insurance-life  &  health 

11  Torchmark  49.6  716.6  (13)  3,239.4  (18)    ■  2.9 

12  Liberty  Financial  Cos  48.0  667.0  (14)  8,284.2  (8)  1.5 

13  Life  Partners  Group  47h  993  6  (5)  9,428.9  (6)  0  5 

14  American  Natl  Ins  45.2  322.2  (22)  1,564.1  (22)  4.6 

15  Transamerica  44.4  575.6  (16)  4,523.1  (14)  10.6 

16  UNUM  39.9  584.8  (15)  2,097.6  (21)  7.1 

17  American  General  38.6  460.5  (19)  4,335.5  (15)  14.1 

18  Providian  38.3  375.8  (20)  2,976.8  (19)  9.0 

19  Provident  Cos  36.1  797.0  (9)  5,084.6  (13)  3.2 


20  Western  National  29.2  2,278.8  (1)  37,254.0  (1)  0.3 

21  Equitable  Cos  26.0  540.8  (17)  8,457.8  (7)  13.4 

22  Aon  22  4  192.5  (23)  1,096.4  (23)  18.0 

23  John  Alden  Financial  1.9  484.3  (18)  2,230.7  (20)  3.5 


Industry  medians    48.0    743.9  5,315.8 
Insurance-property  &  casualty 


Reinsurers  like  Transatlantic  Holdings  and  General  Re  issue  very  large 
policies.  Thus  they  need  fewer  salesmen,  actuaries,  claims  adjusters  and 
support  staff. 


1 

Transatlantic  Holdings 

501.4 

4  430  3 

(1) 

14,825.0 

(1) 

0.3 

2 

General  Re 

249.2 

2.177  7 

(2) 

10,856.6 

(2) 

3.3 

3 

Cincinnati  Financial 

103.3 

752.6 

(6) 

2,777.0 

(7) 

2.2 

4 

Chubb 

63.3 

553.6 

(10) 

2.090.6 

(11) 

U.O 

5 

TIG  Holdings 

51.9 

824.2 

(5) 

2,937.6 

(6) 

2.3 

6 

Allstate 

42.0 

503.1 

(11) 

1,545.8 

(14) 

45.3 

7 

Fremont  General 

41.7 

566.1 

(9) 

2.743.5 

(8) 

1.6 

8 

St  Paul  Cos 

41.4 

429.3 

(13) 

1.560.0 

(13) 

12.6 

9 

USF&G 

35.5 

586.2 

(8) 

2,483.2 

(10) 

5.9 

10 

Progressive 

32.3 

388.4 

(15) 

690.3 

(19) 

7.8 

11 

Berkshire  Hathaway 

30.9 

191.0 

(20) 

1,273.6 

(16) 

23.5 

12 

ITT  Hartford  Group 

28.0 

607.5 

(7) 

4.692.8 

(5) 

20.0 

13 

Ohio  Casualty 

25.8 

378.5 

(16) 

1.030.1 

(18) 

3.9 

14 

American  Finl  Group 

22.3 

424.5 

(14) 

1,749.0 

(12) 

8.6 

15 

WR  Berkley 

22.0 

358.9 

(17) 

1.306.4 

(15) 

2.8 

16 

Allmerica  Financial 

21.6 

479.8 

(12) 

2,630.8 

(9) 

6.8 

17 

Reliance  Group 

10.2 

324.0 

(18) 

1,113.5 

(17) 

9.0 

18 

Alleghany 

9.2 

192.0 

(19) 

443.4 

(20) 

9.3 

19 

Prudential  Reinsur 

1.4 

1,731.5 

(3) 

8,537.1 

(3) 

0.5 

20 

American  Re 

-72.7 

1.497.8 

(4) 

6,512.0 

(4) 

1.2 

Industry  medians 

31.6 

528.4 

2,286.9 

Metals-nonferrous  metals 


Copper  prices  rose  sharply  in  1995,  and  profits  per  worker  rose  170%,  to 
$48,400,  at  Phelps  Dodge,  America's  largest  copper  producer. 


1  Phelps  Dodge  48.4  271.4  (5)  301.3  (7)  15.4 

2  Newmont  Mining  40.2  226.9  (8)  632.6  (3)  2.8 

3  Freeport  Copper  32.9  238.2  (7)  465.1  (5)  7.7 

4  Engelhard  25.2  519.7  (1)  301  1  (8)  5.5 

5  Asarco  22.3  420.8  (2)  569.3  (4)  7.6 
Alumax  16.8  206.5  (10)  221.3  (10)  14  2 

Homestake  Mining  16.4  388.0  (3)  716.3  (1)  1.8 


Rank  Company   Per  employee  ($000)   Employees 

Profits   Sales  (rank)  Assets  (rank)  (000) 


8  Reynolds  Metals  13  1  243.7  (6)  261.5  (9)  29.6 

9  Cyprus  Amax  Minerals  12  8  331.4  (4)  640.3  (2)  9  7 

10  Alcoa  12.0  189.1  (11)  206.4  (11)  66.1 

11  Maxxam  4  8  215.6  (9)  322.0  (6)  11.9 


Industry  medians    16.8    243.7  322.0 
Metals-steel 

Despite  a  healthy  economy,  median  profits  per  employee  for  this  group  fell 
from  $14,400  to  $11,700. 


1  AK  Steel  Holding  45  7  384.1  (3)  360.0  (3)  5.9 

2  Nucor  45  4  572.2  (1)  379.5  (1)  6.1 

3  USX-US  Steel  14  5  309.7  (5)  312.8  (4)  20  8 

4  LTV  12  4  288.4  (7)  362.3  (2)  14.9 


5  National  Steel  11.0  307.5  (6)  277.7  (6)  9.6 

6  Inland  Steel  Inds  9  5  310.3  (4)  230.9  (7)  15.4 

7  Bethlehem  Steel  9.2  249.6  (8)  292.3  (5)  19.5 

8  Commercial  Metals  8.0  428.5  (2)  146.5  (8)  5.3 


Industry  medians    11.7    310.0  302.6 
Retailing-apparel 

The  Limited  still  leads,  with  $15,000  in  profits  per  employee,  triple  the 
group  median. 


1  Limited  15  0  122.7  (2)  82.0  (2)  64.3 

2  Gap  6.2  76.4  (5)  .  40.7  (5)  57.5 

3  Nordstrom  4  7  117.5  (3)  82.8  (1)  35  0 

4  TJX  Cos  0.6  92.7  (4)  57.2  (4)  48.0 

5  Melville  -9.6  151.2  (1)  61.8  (3)  64.1 


Industry  medians     4.7    117.5  61.8 
Retailing-consumer  electronics 


Retailing  is  labor-intensive:  Even  with  strong  sales  of  PCs  and  software, 
each  CompUSA  worker  brought  in  only  $5,500  in  profit. 


1 

Circuit  City  Stores 

5.8 

215.7 

(5) 

101.6 

(5) 

31.0 

2 

CompUSA 

5.5 

435.8 

(3) 

122.6 

(4) 

7.2 

3 

Tandy 

4.8 

131.5 

(6) 

61.3 

(6) 

44.4 

4 

Best  Buy 

3.0 

355.2 

(4) 

148.7 

(3) 

18.6 

5 

MicroAge 

-0.6 

1.596.2 

(2) 

305.2 

(2) 

1.9 

6 

Intelligent  Electron 

-16.3 

2.990.2 

(1) 

769.6 

(1) 

1.2 

Industry  medians 

3.9 

395.5 

135.7 

Retailing-department  stores 


By  spinning  off  its  Allstate  subsidiary,  Sears,  Roebuck  trimmed  its  work 
force  by  84,500  people,  but  its  profitability  still  lags  the  industry  median. 


1 

May  Dept  Stores 

•8.2 

119.7 

(6) 

110.6 

(4) 

91.5 

2 

Mercantile  Stores 

6.5 

155.0 

(3) 

109.2 

(5) 

19.0 

3 

Kohl's 

6.4 

169.7 

(1) 

70.9 

(7) 

11.4 

4 

Dillard  Dept  Stores 

4.4 

156.4 

(2) 

126.3 

(1) 

37.8 

5 

JC  Penney 

4.1 

105.3 

(7) 

84.0 

(6) 

203.5 

6 

Sears,  Roebuck 

3.7 

127.0 

(5) 

120.5 

(3) 

275.0 

7 

Federated  Dept  Strs 

0.6 

130.4 

(4) 

123.9 

(2) 

115.4 

Industry  medians 

4.4 

130.4 

110.6 
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The  aroma  of  roast  duck 
distracts  you  from  your  report. 
A  steaming  towel  wipes  the 
stress  away.  You  sit  back  and 
as  the  Chardonnay  you  were 
just  thinking  about  appears, 
you  decide... 


0  Lufthansa 


could  get  used  to  this. 


ccrue  or  redeem  miles  in  either  Lufthansa  Miles  &  More™  or  United  Mileage  Plus  when  you  fly  on  Lufthansa  flights  or  flights  operated  by  our 
local  partner,  United  Airlines. 


JOBS  AND  PHP 


VITY 


Rank  Company   Per  employee  ($000)   Employees 

Profits   Sales  (rank)  Assets  (rank)  (000) 


Retailing-drug  &  discount 


Where  salaries  are  low,  the  net  per  worker  tends  to  be  low,  too.  That's  true  in 
this  retailing  sector. 


1 

Walgreen 

5.1 

164.3 

(2) 

54.0 

(7) 

65.0 

2 

Rite  Aid 

4.2 

146.3 

(6) 

76.1 

(2) 

36.7 

& 

\\l  il  Mar*  Qtnrac 

wai-ivian  stores 

A  9 

144  4 

(7) 

58.4 

(6) 

U40.  J 

4 

Eckerd 

2.9 

147.0 

(5) 

47.4 

(10) 

32.5 

4 

Longs  Drug  Stores 

2.9 

167.4 

(1) 

54.0 

(7) 

15.8 

6 

Revco  DS 

2.4 

157.3 

(3) 

70.7 

(3) 

32.0 

7 

Dayton  Hudson 

1.5 

115.3 

(10) 

61.6 

(5) 

204.0 

8 

Fred  Meyer 

1.1 

127.0 

(8) 

61.9 

(4) 

27.0 

9 

Caldor 

0.0 

153.6 

(4) 

78.6 

(1) 

18.0 

10 

Kmart 

-1.7 

115.5 

(9) 

51.3 

(9) 

300.0 

11 

Woolworth 

-1.9 

95.1 

(11) 

40.5 

(11) 

86.5 

industry  medians 

2.4 

146.3 

58.4 

Retailing-home  improvement 


Home  Depot  remains  the  undisputed  champion.  Each  of  its  61,300  work- 
ers adds  $11,900  to  the  bottom  line,  19%  more  than  last  year. 


1 

Home  Depot 

11.9 

252.4 

(1) 

120.0 

(1) 

61.3 

2 

Lowe's  Cos 

5.5 

172.4 

(4) 

86.6 

(2) 

41.1 

3 

Waban 

4.2 

231.4 

(2) 

77.5 

(4) 

17.2 

4 

Hechinger 

-6.0 

173.3 

(3) 

84.6 

(3) 

13.0 

5 

Payless  Cashways 

-7.2 

145.1 

(5) 

73.6 

(5) 

18.3 

Industry  medians 

4.2 

173.3 

84.6 

Retailing-home  shopping 


Most  catalog  companies  are  either  private  or  too  small  to  make  the  Forbes 
500s.  Not  CUC  International.  This  billion-dollar  company  tops  the  list  for  the 
third  year  in  a  row. 


1 

CUC  International 

16.3 

141.5 

(3) 

114.1 

(2) 

10.0 

2 

Service  Merchandise 

1.8 

144.5 

(2) 

69.8 

(3) 

27.8 

3 

Spiegel 

-0.7 

225.8 

(1) 

161.3 

(1) 

14.1 

Industry  medians 

1.8 

144.5 

114.1 

Retailing-specialty  retailers 


Trouble  in  toyland:  A  restructuring  put  last  year's  profitability  leader,  Toys 
"R"  Us,  in  last  place. 


1 

AutoZone 

9.4 

122.6 

(6) 

81.5 

(6) 

15.9 

2 

Staples 

8.9 

372.3 

(2) 

170.2 

(1) 

8.2 

3 

OfficeMax 

8.7 

175.0 

(4) 

109.3 

(5) 

14.5 

4 

General  Nutrition  Cos 

8.1 

99.1 

(7) 

80.4 

(7) 

8.5 

5 

Price/Costco 

6.1 

511.3 

(1) 

132.7 

(3) 

37.1 

6 

Office  Depot 

6.0 

241.8 

(3) 

115.2 

(4) 

22.0 

7 

Toys  'R'  Us 

2.6 

165.5 

(5) 

148.1 

(2) 

57.0 

Industry  medians 

8.1 

175.0 

115.2 
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Rank  Company   Per  employee  ($000)   Employees 

Profits   Sales  (rank)  Assets  (rank)  (OOO) 


Travel  &  transport-airlines 


Median  profit  per  employee  jumped  from  $1,600  to  $4,900  last  year. 


1 

Southwest  Airlines 

9.9 

156.3 

(6) 

177.2 

(4) 

18.4 

c. 

Delta  Air  Lines 

O  A 

8.4 

201.8 

(2) 

197.7 

(1) 

b0./ 

3 

Northwest  Airlines 

7.7 

204.6 

(1) 

189.5 

(2) 

44.4 

4 

Continental  Airlines 

6.6 

172.8 

(4) 

143.1 

(7) 

33.7 

5 

UAL 

4.9 

195.5 

(3) 

153.5 

(6) 

76.4 

6 

Federal  Express 

3.0 

106.2 

(9) 

71.0 

(9) 

94.2 

7 

USAir  Group 

2.7 

170.8 

(5) 

159.0 

(5) 

43.8 

8 

AMR 

1.8 

153.7 

(7) 

178.2 

(3) 

110.0 

9 

Trans  World  Airlines 

-10.0 

145.5 

(8) 

129.5 

(8) 

22.8 

Industry  medians 

4.9 

170.8 

159.0 

Travel  &  transport-hotels  &  gaming 


HFS  franchises,  rather  than  runs,  its  Howard  Johnson's  and  Days  Inn 
budget  motels.  Thus  it  employs  only  2,000  and  leads  the  industry  in  worker 
efficiency. 


1 

HFS 

39.2 

203.2 

(2) 

567.6 

(2) 

2.0 

2 

Mirage 

11.6 

90.8 

(4) 

122.3 

(4) 

14.7 

3 

Circus  Circus 

6.7 

67.6 

(6) 

115.1 

(5) 

19.2 

4 

in 

4.7 

201.5 

(3) 

274.0 

(3) 

31.5 

5 

Harrah's  Entertain 

4.1 

80.9 

(5) 

85.4 

(6) 

19.2 

6 

Hilton  Hotels 

3.6 

33.1 

(8) 

63.8 

(7) 

48.0 

7 

Marriott  Intl 

1.4 

52.3 

(7) 

23.4 

(8) 

171.4 

8 

Host  Marriott 

-77.5 

605.0 

(1) 

4,446.3 

(1) 

0.8 

Industry  medians 

4.4 

85.9 

118.7 

Travel  &  transport-railroad 


Burlington  Northern  and  Santa  Fe  Pacific  merged  and  now  control  the  most 
assets  per  worker.  Can  Burlington  Santa  Fe  now  boost  profits  per  worker? 


1 

Illinois  Central 

39.8 

197.5 

(2) 

430.9 

(2) 

3.3 

2 

Kansas  City  Southern 

38.5 

126.0 

(8) 

331.6 

(6) 

6.2 

3 

Norfolk  Southern 

26.4 

172.7 

(4) 

403.4 

(3) 

27.0 

4 

Union  Pacific 

19.1 

151.2 

(7) 

392.8 

(4) 

49.5 

5 

CSX 

13.0 

221.8 

(1) 

301.6 

(7) 

47.4 

6 

Conrail 

11.2 

156.8 

(6) 

358.3 

(5) 

23.5 

7 

Burlington  Santa  Fe 

5.6 

179.5 

(3) 

530.4 

(1) 

34.4 

8 

Southern  Pacific  Rail 

-0.2 

169.9 

(5) 

256.0 

(8) 

18.5 

Industry  medians 

16.1 

171.3 

375.6 

Travel  &  transport-shipping 


Industry  leader  American  President  cut  its  rates  and  saw  profits  per  worker 
slide  from  $13,700  to  $5,700. 


1 

American  President 

5.7 

546.4 

(1) 

354.5 

(1) 

5.3 

2 

Ryder  System 

3.5 

118.0 

(3) 

134.6 

(2) 

43.8 

3 

Consol  Freightways 

1.4 

128.7 

(2) 

67.0 

(3) 

41.1 

4 

Roadway  Express 

-0.5 

86.4 

(6) 

26.9 

(6) 

26.5 

5 

Yellow 

-0.9 

87.3 

(5) 

41.0 

(5) 

35.0 

6 

Caliber  System 

-1.1 

101.2 

(4) 

57.4 

(4) 

24.2 

Industry  medians 

0.5 

109.6 

62.2 
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Responsive  Solutions- 
Creating  Financing  Alternatives 
For  An  Industry  Re-creating  Itself. 

Faced  with  the  increasing  pressures  of  market-based  reform,  more  and  more  healthcare 
companies  are  calling  on  the  capital  markets. 

At  First  Union's  Healthcare  Finance  Group,  we  recognize  this  and  assist  our  clients  in  adapting 
to  new  challenges.  We  look  at  every  relationship  in  a  unique  way,  bringing  the  innovative  thinking, 
expertise  and  diligence  necessary  to  provide  you  with  responsive  solutions. 

Perhaps  First  Union  should  be  on  your  short  list  if  you're  looking  for  a  capital  markets  partner. 
We'd  like  the  opportunity  to  show  you  why.  For  further  information,  contact  Marijane  Boyle, 
Managing  Director,  at  (704)383-0624. 


Capital  Markets  Group 


'■'Jt 


THE  FORBES  SOOS 


Rankings 


This  cross-index  tells  you  where  the  787 
companies  are  to  be  found  in  the  rankings  for 
sales,  profits,  assets  and  market  value. 


BlG  COMPANIES  ARE  GETTING  BIGGER.  When  the  first  Forbes  500s 
Directory  came  out  27  years  ago,  it  took  $255  million  to  get  on 
the  sales  list,  $14  million  for  profits,  $416  million  for  assets  and 
$280  million  for  market  value.  Corresponding  minimums  for 
this  year's  rankings:  $2.2  billion,  $122  million,  $3.3  billion  and 
$2.3  billion.  Back  out  inflation  and  you  still  have  a  near  doubling 
of  what  it  means  to  be  big. 

The  ranking  table  that  follows  shows  where  to  find  a  company 
on  each  of  the  four  500-company  rankings.  There  are  275 
companies  that  make  all  four  of  the  lists.  The  other  512  appear 
three  or  fewer  times. 

On  page  232  we  display  a  composite  measure  of  bigness: 
companies  ranked  by  a  combined  score  that  looks  at  their 
three  best  rankings  among  the  four  lists. 

A  directory  of  addresses,  telephone  numbers,  Web  sites  or 
on-line  addresses  begins  on  page  376.  KB 


 Where  they  rank:  1995 — * —  Company  Sales        Net        Assets     Market      Gash  Employees 

Sales        Net       Assets     Market  ($mil)      profits      ($mil)      value       flow  (thou) 

profits  value  ($mil)  ($mil)  ($mil) 


118 

36 

240 

33 

Abbott  Laboratories 

10,012 

1,688.7 

9,413 

32,229 

2,255.1 

49.9 

■ 

■ 

■ 

464 

Adobe  Systems 

762 

93.5 

885 

2,520 

153.9 

1.9 

471 

234 

■ 

498 

Advanced  Micro  Devices 

2,430 

300.5 

3,031 

2,328 

563.0 

12.3 

■ 

459 

409 

■ 

Advanta 

782 

136.7 

4,524 

1,941 

147.5 

2.1 

84 

279 

29 

142 

Aetna  Life  &  Casualty 

12,978 

251.7 

84,324 

8,658 

427.5 

34.9 

167 

206 

84 

299 

Aflac 

7,191 

349.1 

25,338 

4,342 

349.1 

4.0 

■ 

482 

■ 

■ 

AGCO 

2,125 

129.1 

2,163 

1,399 

157.4 

5.8 

279 

164 

42 

446 

HF  Ahmanson 

4,398 

450.9 

50,530 

2,619 

549.5 

8.5 

302 

196 

326 

193 

Air  Products  &  Chemicals 

3,892 

370.5 

6,034 

6,426 

761.4 

14.1 

■ 

472 

337 

76 

AirTouch  Communications 

1,619 

131.9 

_  5,648 

15,089 

347.7 

6.5 

498 

263 

■ 

■ 

AK  Steel  Holding 

2,257 

268.6 

'  2,116 

1,028 

343.2 

5.9 

90 

159 

434 

130 

Albertson's 

12,585 

465.0 

4,136 

9,542 

716.4 

62.7 

113 

322 

368 

195 

Alco  Standard 

10,272 

218.7 

5.142 

6,362 

333.6 

33.6 

■ 

■ 

436 

■ 

Alleghany 

1,785 

85.3 

4,123 

1,394 

129.4 

9.3 

444 

291 

309 

353 

Allegheny  Power  System 

2,648 

239.7 

6,447 

3,425 

496.0 

5.9 

■ 

■ 

■ 

474 

Allergan 

1,067 

72.5 

1,316 

2,452 

133.0 

5.5 

67 

79 

190 

71 

AlliedSignal 

14,346 

875.0 

12,465 

15.906 

1,487.0 

88.0 

364 

438 

127 

■ 

Allmerica  Financial 

3,239 

146.0 

17,758 

1,272 

146.0 

6.8 

28 

27 

60 

Allstate 

22,793 

1.904.0 

70,029 

18.513 

1,904.0 

45.3 

■  Not  on  500  list. 
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-Where  they  rank:  1995 

Company 

Sales 

Net 

Assets 

Market 

Cash 

Employees 

Sales 

Net 

Assets 

Market 

($mil) 

profits 

($mil) 

value 

flow 

(thou) 

profits 

value 

($mil) 

($mil) 

($mil) 

381 

200 

374 

220 

Alltel 

3,110 

354.6 

5,073 

5,773 

764.4 

16.1 

■ 

■ 

■ 

424 

Altera 

402 

86.9 

716 

2,785 

99.8 

0.8 

413 

297 

■ 

■ 

Alumax 

2,926 

237.4 

3,135 

1,562 

346.5 

14.2 

92 

88 

173 

110 

Aluminum  Co  of  America 

12,500 

790.5 

13,643 

10,679 

1,520.8 

66.1 

■ 

■ 

■ 

443 

ALZA 

326 

72.4 

937 

2,640 

87.7 

1.3 

■ 

392 

360 

■ 

Ambac 

304 

167.6 

5,309 

1,639 

172.4 

0.4 

161 

■ 

272 

258 

Amerada  Hess 

7,302 

-394.4 

7,756 

4,952 

1,261.7 

9.6 

■ 

■ 

■ 

268 

America  Online 

713 

4.4 

694 

4,708 

108.3 

2.5 

207 

1  oc 

Ufa 

OCC 

265 

i  cn 
1  bU 

American  Brands 

5,905 

543.1 

8,021 

7,793 

800.6 

30.9 

218 

141 

142 

162 

American  Electric  Power 

5,670 

529.9 

15,902 

7,559 

1,107.9 

19.1 

53 

40 

20 

46 

American  Express 

16,445 

1,564  0 

107,405 

23,370 

1,931.0 

71.4 

328 

355 

153 

■ 

Ampriran  Financial  f^rnnni 

m  MCI  ILdl  1  1  llluSILIul  UIUUU 

3  630 

190  4 

14  954 

1 796 

1,  /  3U 

?3R  7 

LJO.L 

o.u 

187 

135 

37 

173 

American  General 

6,495 

544.9 

61,153 

7,263 

615.4 

14.1 

80 

37 

106 

35 

American  Home  Products 

13,376 

1.680.4 

21,363 

30,939 

2,359.6 

69.7 

23 

18 

14 

20 

American  International  Group 

25,874 

2,510,4 

134,136 

43,687 

3,244.9 

33.5 

■ 

338 

290 

■ 

American  National  Insurance 

1,471 

206.4 

7,140 

1,801 

224.2 

4.6 

417 

■ 

■ 

■ 

American  President  Cos  Ltd 

2,896 

30.3 

1,879 

549 

142.7 

5.3 

■ 

270 

Ampriran  Rp 

1 797 

-87.2 

7,814 

1,841 

-87.2 

1.2 

240 

448 

480 

■ 

American  Standard  Cos 

5,221 

141.8 

3,520 

2,206 

285.2 

40.5 

42 

226 

282 

302 

American  Stores 

18,309 

316.8 

7,363 

4,320 

721.4 

84.7 

■ 

■ 

491 

■ 

A                                        111      L            111  I 

American  Water  Works 

803 

92.1 

3,403 

1,285 

179.0 

3.9 

262 

■ 

■ 

■ 

AmeriSource  Health 

A  OOO 

4,822 

OC  0 

36.2 

i  n  1  c 

1,015 

cno 

698 

JtC  c 

46.5 

0  c 

2.5 

77 

25 

101 

37 

Ameritech 

13,428 

2,007.6 

21,943 

30,115 

4,184.7 

64.5 

i 

130 

i 

P.0. 
DO 

Amgen 

l  Q/lO. 

Do/./ 

7  Alt 

IP.  ^0.7 
10, 3U/ 

C0 1  Q 

7  Q 
0.0 

20 

29 

72 

29 

Amoco 

27,066 

1,862.0 

29,845 

34,872 

4,656.0 

42.9 

239 

171 

411 

132 

AMP 

5,227 

427.3 

4,505 

9,349 

788.7 

37.4 

49 

348 

115 

178 

AMR 

16,910 

196. U 

i  n  cnn 

19,600 

c  noA 

b,920 

1,455.0 

110.0 

■ 

376 

128 

■ 

AmSouth  Bancorporation 

1,507 

1  7C  fi 

1 1  7on 

1/./39 

o  one 

2,20b 

OOrt  0 

224.2 

C  1 

6.1 

■ 

■ 

■ 

366 

Anadarko  Petroleum 

434 

21.0 

2,267 

3,293 

185.8 

1.1 

■ 

4bo 

■ 

QCn 
003 

Analog  Devices 

1,U14 

1  oc  1 

iij.l 

Q  Q7C 
0,0/0 

ono  l 

c  7 
3./ 

111 

76 

227 

65 

Anheuser-Busch  Cos 

10,340 

886.6 

9,837 

17,120 

1,452.2 

24.0 

343 

179 

113 

227 

Aon 

3,466 

402.8 

19,736 

5,629 

560.7 

18.0 

100 

397 

305 

380 

Apple  Computer 

11,378 

167.0 

6,553 

3,200 

297.9 

15.9 

331 

130 

■ 

202 

Applied  Materials 

3,596 

559.9 

3,243 

6,213 

657.2 

8.5 

85 

85 

214 

126 

Archer  Daniels  Midland 

n  m  1 
12,9/1 

o  1  n  o 
810. J 

in  c^n 
1U.D4U 

n  enc 
9.b9b 

1  OOl  0 

1,221.2 

1  A  0 

14.8 

496 

■ 

496 

Armstrong  World  Industries 

2,085 

123.3 

2,150 

2,334 

259.4 

11.4 

204 

342 

■ 

493 

Arrow  Electronics 

5,919 

202.5 

2,701 

2,354 

237.7 

6.8 

368 

388 

422 

■ 

Asarco 

3,198 

169.1 

4,327 

1,426 

288.0 

7.6 

1 

1 

■ 

229 

Ascend  Communications 

150 

30.6 

335 

5,573 

32.7 

0.2 

99 

■ 

294 

483 

Ashland 

11,495 

76.0 

7,035 

2,425 

584.5 

32.2 

1 

459 

■ 

Associated  Banc-Corp 

31/ 

AC  7 

46./ 

o  cno 

3,b98 

cno 

602 

CC  0 

bb.2 

1  0 

1.8 

484 

■ 

■ 

AST  Research 

2,348 

OCO  1 

-2b2.1 

i  ncc 
1,05b 

OCO 

2b2 

OOC  0 

-235.3 

c  c 

b.b 

301 

■ 

Astoria  Financial 

444 

45.4 

6,620 

565 

58.7 

0.9 

5 

454 

26 

3 

AT&T 

79,609 

139.0 

88,884 

98,122 

4,984.0 

301.9 

59 

45 

87 

61 

Atlantic  Richfield 

15,819 

1,376.0 

23,999 

18,091 

3,334.0 

22.6 

■ 

■ 

457 

Atmel 

634 

113.7 

920 

2,562 

172.6 

2.4 

371 

173 

457 

100 

Automatic  Data  Processing 

3,166 

422.0 

3,728 

11,690 

610.1 

25.0 

430 

■ 

283 

AutoZone 

1,943 

149.4 

1,292 

4,521 

205.6 

15.9 

■  Not  on  500  list.    'Formerly  American  Premier  Group. 


Forbes  ■  April  22,  1996 


301 


Where  they  rank:  1995- 

Company 

Sales 

Net 

Assets 

Market 

Cash 

Employees 

Sales 

Net 

Assets 

Market 

($mil) 

profits 

($mii) 

value 

flow 

(thou) 

profits 

value 

($mil) 

($mil) 

($mil) 

379 

443 

■ 

413 

Avery  Dennison 

3,114 

143.7 

1.964 

2.918 

251.6 

15.5 

263 

383 

■ 

■ 

Avnet 

4.798 

171.5 

2,462 

2,068 

212.2 

9.0 

276 

273 

■ 

211 

Avon  Products 

4,492 

256.5 

2,053 

5.883 

314.8 

31.1 

436 

485 

■ 

309 

Baker  Hughes 

2,725 

128.2 

3,223 

4.113 

282.9 

15.0 

448 

■ 

■ 

Ball 

2,592 

-18.6 

1.613 

911 

950 

11.3 

a  in 

919 

Col 

Raltimnrp        &  Flprtrif 

2,935 

338.0 

8.317 

3.909 

717.0 

8.4 

133 

49 

25 

79 

Banc  One 

8,971 

1,277.9 

90,454 

14,807 

1.583.3 

47.9 

■ 

■ 

182 

■ 

Bancorp  Hawaii 

1,043 

121.8 

13.207 

1.417 

155.0 

4.3 

■ 

■ 

499 

■ 

BancorpSouth 

284 

35.5 

3,302 

478 

44.7 

1.7 

225 

137 

46 

246 

Bank  of  Boston 

5,411 

541.0 

47,397 

5,310 

751.0 

18.1 

229 

75 

41 

120 

Bank  of  New  York 

5,327 

914.0 

53,720 

9.955 

1,112.0 

15.5 

JO 

Id 

c 

J 

/in 

BankAmerica 

9fi  98K 

9  KM  n 

999  /1/1K 

9K  8K» 

£0,000 

9  n 

81. U 

146 

326 

21 

248 

Bankers  Trust  New  York 

8,309 

215.0 

104,002 

5,278 

349.0 

14.3 

■ 

437 

145 

■ 

BanPonce 

1,279 

146.4 

15.675 

1.459 

211.0 

7.6 

321 

139 

53 

218 

Barnett  Banks 

3,680 

533.3 

41,554 

5,775 

768  0 

19.6 

250 

116 

239 

96 

Baxter  International 

5,048 

649.0 

9,437 

12,371 

985.0 

34.0 

■ 

323 

■ 

180 

Bay  Networks 

1,728 

218.3 

1,429 

6,824 

282.2 

4.1 

■ 

45/ 

lab 

1 

BayoanKS 

i  n  1  q 

1  9.7  /I 

1 9  flR/l 

9  nrm 

1  C/l  Q 

A  7 

281 

195 

27 

425 

Bear  Stearns  Cos 

4,383 

371.2 

86.019 

2,782 

435.9 

7.5 

432 

267 

■ 

244 

Becton  Dickinson 

2,759 

262.7 

2,941 

5,328 

471.2 

18.4 

76 

30 

86 

39 

Bell  Atlantic 

13.430 

1.861.8 

24,157 

26,919 

4.488.9 

67.1 

44 

40 

67 

26 

BellSouth 

17,886 

1,564.0 

31,880 

36,033 

5.019.0 

89.8 

477 

428 

144 

412 

Beneficial 

2,398 

150.5 

15,693 

2,919 

199.3 

8.8 

138 

■ 

■ 

Bergen  Brunswig 

8,841 

66.0 

2,426 

979 

99.7 

4.5 

■ 

1 

470 

■ 

WR  Berkley 

1,022 

60.9 

3,619 

973 

75.2 

2.8 

277 

106 

71 

19 

Berkshire  Hathaway 

4,488 

725.2 

29.929 

43,880 

800.9 

23.5 

184 

■ 

■ 

■ 

Best  Buy 

6,589 

56.3 

2,758 

779 

108.2 

18.6 

258 

372 

335 

■ 

Bethlehem  Steel 

4.868 

179.6 

5,700 

1,523 

463.6 

19.5 

365 

■ 

■ 

■ 

Beverly  Enterprises 

3,229 

-8.1 

2,506 

1.122 

95.5 

82.5 

270 

■ 

■ 

Bindley  Western  Industries 

4,670 

16.4 

844 

189 

22.7 

0.9 

266 

274 

344 

373 

Black  &  Decker 

4,766 

254.9 

5,545 

3,230 

461.6 

29.3 

■ 

1 

■ 

341 

H&R  Block 

1,528 

94.8 

1.029 

3.683 

197.0 

3.9 

■ 

1 

■ 

408 

BMC  Software 

397 

70.2 

542 

2,946 

99.3 

1.3 

402 

174 

65 

256 

Boatmen's  Bancshares 

2,996 

418.8 

33,704 

5,000 

558.9 

17.1 

37 

185 

99 

38 

Boeing 

19,515 

393.0 

22,098 

27,858 

1.426.0 

109.4 

246 

203 

403 

■ 

Boise  Cascade 

5,074 

351.9 

4,656 

2,017 

592.8 

17.2 

■ 

■ 

429 

■ 

BOK  Financial 

367 

49.2 

4.222 

429 

68.8 

1.8 

■ 

■ 

466 

■ 

Boston  Edison 

1,629 

112.3 

3,644 

1,269 

314.6 

3.9 

■ 

■ 

■ 

148 

Boston  Scientific 

1,107 

8.4 

1,075 

8,249 

47.9 

7.0 

■ 

271 

■ 

■ 

Bowater 

2,001 

258.2 

2,908 

1,564 

432.4 

5.8 

73 

33 

169 

21 

Bristol-Myers  Squibb 

13,767 

1,812.0 

13.929 

42,692 

2.260.0 

48.1 

■ 

417 

■ 

448 

Brown-Forman 

1,520 

157.2 

1,337 

2,613 

200.1 

7.0 

206 

191 

277 

197 

Browning-Ferris  Industries 

5,917 

378.0 

7,634 

6,312 

948.5 

40.0 

394 

487 

■ 

■ 

Brunswick 

3,041 

127.2 

2,361 

2,259 

247.7 

20.9 

195 

353 

123 

92 

Burlington  Northern  Santa  Fe2 

6,183 

192.0 

18.269 

12,461 

712.0 

34.4 

■ 

■ 

431 

273 

Burlington  Resources 

873 

-279.6 

4,165 

4,636 

93.0 

1.8 

■ 

405 

■ 

253 

Cabletron  Systems 

1,070 

164.4 

942 

5,066 

190.4 

5.3 

■ 

368 

■ 

■ 

Cabot 

1,845 

181.3 

1,728 

2,234 

275.7 

4.8 

■  Not  on  500  list,   formerly  Burlington  Northern. 
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The  Portugieser  minute 
repeater  from  IWC. 
A  striking  timepiece  -  in 
every  sense  of  the  word. 


IWC 


$  75,000-  yellow  or  rose  gold  with  leather  strap 
$  85,000.- platinum  with  leather  strap 

As  a  connoisseur  with  a  keen  eye  for  out- 
standing examples  of  watchmaking,  you've 
probably  always  been  fascinated  by  the 
pocket  watch-sized  Portugieser.  Created  by 
special  request  for  the  Portuguese  market  in 
the  1940s,  it  was  reissued  in  a  limited  edition 
to  mark  our  125th  anniversary  in  1993. 
Now,  perhaps,  it's  time  you  lent  an  ear  to  the 
latest  news  from  Schaffhausen.  Because  the 
new  Portugieser  minute  repeater  tells  you 
the  time  acoustically,  whenever  you  wish,  in 
hours,  quarters  and  minutes  on  two  finely 
tuned  gongs:  a  feat  only  made  possible  by 
one  of  the  most  complex  mechanisms  ever 
devised  in  the  history  of  watchmaking. 
If  this  all  sounds  like  music  to  your  ears,  the 
Portugieser  is  no  less  of  a  feast  for  the  eyes. 
Finished  in  platinum  or  18  K  rose  or  yellow 
gold,  it  has  a  sapphire  glass  back  through 
which  can  be  seen  the  hand-wound  95290 
calibre  movement  and  the  unique  serial 
number,  engraved  on  the  case. 
Which  is  just  as  well,  because  the  Portugie- 
ser minute  repeater  will  be  available  in  a 
(very)  limited  edition  of  just  50  pieces  in 
platinum  and  250  each  in  yellow  and  rose 
gold.  And  that,  it  strikes  us,  is  the  best  way 
of  ensuring  that  this  truly  unusual  timepiece 
loses  none  of  its  exclusiveness  in  the  years  to 
come. 


For  complete  catalog  please  call  (800)  432-9330 
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~. — Where  they  rank:  1995   Company  Sales       Net       Assets     Market      Cash  Employees 

Sales        Net       Assets     Market  ($mil)      profits      ($mil)      value       flow  (thou) 

profits  value  ($mil)  ($mil)  ($mil) 


■ 

1 

163 

■ 

Cal  Fed  Bancorp3 

1,072 

93.6 

14,321 

769 

106.6 

2.2 

431 

■ 

■ 

■ 

Caldor 

2,764 

0.6 

1,415 

72 

54.8 

18.0 

465 

1 

■ 

■ 

Caliber  System 

2,448 

-27.2 

1,389 

1,713 

111.1 

24.2 

156 

97 

304 

73 

Campbell  Soup 

7,581 

746.3 

6,576 

15,588 

1,056.3 

43.8 

149 

■ 

■ 

416 

Cardinal  Health 

8,180 

90.3 

2,102 

2,901 

113.6 

4.0 

dan 

P aromarU  Intprnatinnal 
^dltJildift  i  1  llcl  MdUUl  la  I 

2,374 

-116.3 

1,264 

2,271 

-87  7 

0/ .  / 

in  l 

1VJ.1 

401 

194  . 

259 

255 

Carolina  Power  &  Light 

3,007 

372.6 

8,227 

5,019 

819.3 

7.5 

■ 

■ 

■ 

355 

Cascade  Communications 

135 

25.4 

112 

3,404 

30.9 

0.3 

255 

208 

348 

331 

Case 

4,937 

346.0 

5,469 

3,795 

476.0 

16.3 

57 

54 

135 

85 

Caterpillar 

16,072 

1,136.0 

16,830 

13,968 

1,818.0 

54.3 

■ 

' 

372 

■ 

CCB  Financial 

436 

57.9 

5,090 

763 

68.9 

1.9 

■ 

/I  70 

4/j 

■ 

Center  Financial 

00  c 

o  con 

071 
ill 

oo  n 

1  0 
1.0 

459 

320 

213 

■ 

Centerior  Energy 

2,516 

220.5 

10,643 

1,184 

625.8 

6.8 

387 

■ 

■ 

■ 

Centex 

3,074 

46.5 

2,332 

820 

59.4 

6.4 

316 

180 

171 

230 

Central  &  South  West 

3,735 

402.0 

13,869 

5,534 

827.0 

8.0 

■ 

1 

210 

■ 

Central  Fidelity  Banks 

851 

105.4 

10,811 

1,357 

105.4 

3.6 

■ 

1 

359 

■ 

Centura  Banks 

440 

58.0 

5,326 

750 

68.7 

2.0 

I/O 

OOC 

OQ1 

Champion  International 

C  Q70 

771  Q 
//i.O 

Q  £,A  1 
S,j4j 

1  1A1  0 

OA  A 

■ 

■ 

174 

■ 

Charter  One  Financial 

1,141 

34.0 

13,579 

1,487 

60.4 

2.4 

22 

2 

36 

Chase  Manhattan 

26,220 

2,970.0 

303,989 

30,668 

3,836.0 

75.2 

18 

63 

28 

Chevron 

31,322 

930.0 

34,330 

35,807 

4,330.0 

44.4 

453 

■ 

■ 

Chiquita  Brands  International 

2,566 

16.8 

2,623 

848 

121.4 

39.5 

■ 

■ 

■ 

277 

Chiron 

1,101 

-512.5 

1,490 

4,590 

-413.4 

6.9 

9 

23 

40 

47 

Chrysler 

53,195 

2,121.0 

53,756 

23,314 

4,341.0 

112.5 

200 

111 

95 

146 

Chubb 

6,089 

696.6 

22,997 

8,278 

749.7 

11.0 

39 

330 

22 

139 

Cigna 

18,955 

211.0 

95,903 

8,988 

211.0 

46.5 

■ 

308 

322 

349 

Cincinnati  Financial 

1,656 

in  a 

6,109 

3,482 

237.0 

2.2 

397 

207 

261 

289 

Cinergy 

3,031 

347.2 

8,220 

4,494 

626.9 

8.7 

335 

■ 

■ 

■ 

Circle  K 

3,544 

33.4 

1.031 

729 

106.4 

20.0 

182 

369 

■ 

409 

Circuit  City  Stores 

6,686 

181.0 

3,150 

2,944 

258.6 

31.0 

■ 

483 

■ 

364 

Circus  Circus  Enterprises 

1,300 

128.9 

2,212 

3,324 

225.4 

19.2 

442 

118 

■ 

41 

Cisco  Systems 

2,668 

633.9 

2,366 

26,861 

703.8 

3.3 

17 

8 

3 

24 

Citicorp 

31,690 

3,464.0 

256.853 

37,805 

4,149.0 

84.0 

■ 

■ 

439 

■ 

Citizens  Bancorp 

300 

36.1 

4,040 

448 

44.8 

1.7 

■ 

■ 

487 

■ 

Citizens  Banking 

277 

33.6 

3,464 

420 

45.6 

1.9 

■ 

413 

444 

466 

Citizens  Utilities 

1,069 

159.5 

3,918 

2,508 

318.5 

4.5 

■ 

■ 

432 

■ 

City  National 

252 

48.8 

4,158 

560 

52.9 

1.2 

■ 

332 

■ 

298 

Clorox 

2,079 

210.2 

1,859 

4,348 

318.3 

4.7 

303 

340 

262 

449 

CMS  Energy 

3,890 

204.0 

8,143 

2,612 

681.0 

10.0 

■ 

■ 

469 

■ 

CNB  Bancshares 

320 

35.7 

3,629 

505 

46.7 

1.7 

■ 

■ 

258 

■ 

Coast  Savings  Financial 

671 

32.8 

8,252 

530 

32.8 

1.6 

l  nn 
109 

261 

_  212 

308 

Coastal 

10,448 

270.4 

10,659 

4.133 

652.4 

15.9 

43 

11 

151 

2 

Coca-Cola 

18,018 

2,986.0 

•  15,041 

101,147 

3,440.0 

32.5 

179 

■ 

245 

337 

Coca-Cola  Enterprises 

6,773 

82.0 

9,064 

3,728 

611.0 

31.5 

144 

382 

276 

101 

Colgate-Palmolive 

8,358 

172.0 

7,642 

11,566 

472.3 

37.3 

■ 

a 

380 

■ 

Collective  Bancorp 

368 

52.9 

5,029 

507 

61.9 

1.0 

■ 

a 

458 

■ 

Colonial  BancGroup 

301 

38.8 

3,725 

430 

43.6 

1.7 

446 

■ 

325 

■ 

Columbia  Gas  System 

2,635 

-432.3 

6,057 

2,134 

-162.3 

10.0 

■  Not  on  500  list.    'Formerly  California  Federal  Bank. 


Forbes  ■  April  22,  1996 


Thanks  to  Sprint  Business, 
we're  filling  offices 
across  the  country." 

-  Jane  Edwards, 
Kelly  Services® 


44 


"Keeping  track  of  over  600,000 
temporary  employees  wasn't  easy." 

Kelly  Services  has  to  fill  positions 
quickly.  But  because  each  Kelly"  office 
maintained  separate  files,  finding  the 
right  candidate  was  time-consuming. 
"With  Sprint  technology,  we  can 
access  everyone  at  the  push  of  a  button." 

With  the  SprintNet  "  Data  Network,  information  on 
every  employee  goes  into  a  database.  That  lets  Kelly 
staff  check  availability  instantly —  and  quickly  find 
the  right  person  for  the  right  job.  They  can  even  access 
personnel  files  at  over  1 ,000  Kelly  locations  nationwide. 
"Our  business  has  grown  30%." 
Sprint  has  helped  Kelly  Services  assign  more  people  to  more 
jobs  in  half  the  time.  Which  has  given  Kelly  the  competitive 
edge.  And  that's  a  nice  position  to  be  in.  Call  now. 
We'll  help  your  business  do  more  business,  too. 

Call  Sprint  Business 

1800  816  REAL 

www.sprint.com 


Sprint 


We  Help  Business  Do  More  Business 


Where  they  rank:  1995 



Company 

Sales 

Net 

Assets 

Market 

Cash 

Employees 

Sales 

Net 

Assets 

Market 

($mil) 

profits 

($mil) 

value 

flow 

(thou) 

profits 

■ 

value 

($mil) 

($mil) 

($mil) 

45 

61 

112 

44 

Columbia/HCA  Healthcare 

17,695 

1,064.0 

19,892 

24.018 

2,045.0 

226.5 

356 

■ 

233 

313 

Comcast 

3,363 

-37.8 

9,580 

4,066 

651.2 

11.8 

500 

1 

377 

■ 

Comdisco 

2,246 

106.0 

5,058 

1,064 

1.131.0 

2.1 

380 

175 

61 

285 

Comerica 

3,113 

413.4 

35,470 

4,500 

506.4 

13.0 

■ 

1 

234 

Commerce  Bancshares 

764 

107.6 

9,574 

1,303 

138.8 

4.6 

JUL 

C nmmisrrial  FaHpt^I 
UU'  Ml  1 1 L i L la i  riucioi 

500 

48.9 

6,594 

565 

62.4 

1.1 

494 

■ 

■ 

Commercial  Metals 

2,268 

42.4 

775 

414 

82.5 

5.3 

65 

90 

269 

111 

Compaq  Computer 

14,755 

789.0 

7.818 

10.613 

1.003.0 

15.7 

i 

■ 

220 

1 

Compass  Bancshares 

849 

110.3 

10,262 

1,214 

141.0 

4.1 

378 

■ 

■ 

■ 

CompUSA 

3,135 

39.8 

882 

1,034 

63.2 

7.2 

369 

386 

64 

Computer  Associates  International 

3,196 

-108.6 

4,882 

17,570 

249.9 

7.6 

/ICO 

1 

ilu 

Computer  Sciences 

a  inn 

i  jj.j 

9 

L ,  JJO 

\  Q7K 
J,  370 

3R9  8 

JOi.O 

X)  Q 

JL.J 

24 

140 

183 

112 

ConAgra 

24.651 

533.0 

13,176 

10.441 

921.0 

90.9 

319 

266 

255 

206 

Con  rail 

3.686 

264.0 

8,424 

6,034 

557.0 

23.5 

425 

316 

131 

■ 

Conseco 

2,855 

222.5 

17,298 

1,403 

426.1 

3.3 

185 

108 

168 

169 

Consolidated  Edison 

6,537 

723.9 

13,950 

7,313 

1.179.6 

16.8 

234 

■ 

■ 

■ 

Consolidated  Freightways 

5,281 

57.4 

2,750 

1,180 

205.4 

41.1 

O.GQ 
JJO 

B 

O.C9. 
JJO 

oj  c; 
j  1  j 

Consolidated  Natural  Gas 

j.jU/ 

91  5 

J,4lt5 

4,Ujo 

978  n 

7  1 

■ 

306 

■ 

467 

Consolidated  Papers 

1,579 

229.2 

1,933 

2.503 

321.9 

5.5 

211 

313 

393 

■ 

Continental  Airlines 

5.825 

224.0 

4,821 

1,407 

477.0 

33.7 

257 

249 

324 

316 

Cooper  Industries 

4,886 

280.6 

6,064 

4,018 

499.4 

40.6 

421 

162 

73 

222 

CoreStates  Financial 

2.868 

452.2 

29,621 

5,746 

518.0 

14.3 

232 

■ 

328 

153 

Corning 

5,313 

-50.8 

5.987 

7,932 

326.6 

42.0 

■ 

349 

249 

■ 

Countrywide  Credit  Industries 

1,285 

195.7 

8,658 

2,096 

195.7 

3.8 

■ 

■ 

343 

217 

Cox  Communications 

1.328 

101.2 

5,555 

5,842 

380.4 

6.7 

140 

146 

280 

118 

CPC  International 

8,431 

512.1 

7,502 

10,065 

834.5 

47.2 

■ 

371 

122 

492 

Crestar  Financial 

1,525 

179.8 

18,303 

2,360 

237.6 

6.7 

249 

■ 

364 

201 

Crown  Cork  &  Seal 

5,054 

74.9 

5,235 

6.238 

331.2 

22.4 

108 

120 

165 

131 

CSX 

10,504 

618.0 

14.282 

9,499 

1,218.0 

.  47.4 

■ 

409 

■ 

210 

CUC  International 

1,415 

163.4 

1,141 

5.888 

200.1 

10.0 

■ 

■ 

430 

■ 

Cullen/Frost  Bankers 

344 

46.3 

4,200 

540 

65.1 

1.9 

238 

313 

■ 

Cummins  Engine 

5,245 

224.0 

3,056 

1,663 

367.0 

25.0 

366 

493 

319 

453 

Cyprus  Amax  Minerals 

3,207 

124.0 

6,196 

2,592 

420.0 

9.7 

■ 

245 

■ 

■ 

Cytec  Industries 

1,260 

282.2 

1,294 

1,453 

372.1 

5.0 

154 

240 

336 

358 

Dana 

7,787 

288.1 

5,694 

3,378 

533.9 

42.4 

367 

■ 

■ 

Darden  Restaurants 

3,200 

58.0 

2,089 

2,108 

193.1 

72.0 

■ 

■ 

361 

■ 

Dauphin  Deposit 

435 

65.6 

5,297 

910 

74.9 

2.4 

26 

228 

188 

204 

Dayton  Hudson 

23,516 

311.0 

12.570 

6,054 

905.0 

204.0 

430 

■ 

■ 

■ 

Dean  Foods 

2,765 

62.3 

1,376 

1.038 

132.3 

11.8 

151 

80 

55 

138 

Dean  Witter,  Discover  &  Co 

7,934 

856.4 

38,208 

9,036 

926.4 

29.6 

107 

103 

160 

108 

Deere  &  Co 

10,520 

733.9 

14,447 

11.029 

992.2 

33.8 

OOO 

259 

■ 

390 

Dell  Computer 

5,296 

272.0 

2,148 

3.117 

309.2 

8.1 

93 

149 

199 

314 

Delta  Air  Lines 

12,250 

510.0 

11.998 

4,043 

1,133.0 

60.7 

■ 

■ 

■ 

445 

Deluxe 

1,858 

87.0 

1,295 

2,625 

190.3 

19.1 

■ 

■ 

327 

■ 

Deposit  Guaranty 

495 

72.6 

6,026 

891 

98.6 

2.8 

332 

■ 

428 

452 

Dial 

3,575 

1.1 

4,225 

2,595 

116.1 

31.4 

408 

a 

■ 

■ 

Diamond  Shamrock 

2,937 

47.3 

2,245 

908 

125.0 

6.3 

66 

169 

223  i 

124 

Digital  Equipment 

14,440 

430.5 

10,015 

9.859 

937.4 

61.7 

■  Not  on  500  list. 


Forbes  ■  April  22,  1996 


MAKES  A  WINDING   ROAD  SOFT  ENOUGH 
TO  WEAR  LIKE  A  SCARF. 


Drive  an  Avalon,  and  even  the  road  relaxes.  After  all,  Avalon's  refined  driving  performance  and 
quiet,  comfortable  interior  tend  to  bring  on  that  state  known  as  bliss.  The  sophisticated  sus- 
pension system  affords  you  responsive,  smooth  handling.  And  the  powerful  192-hp  V6  engine 
assures  you  that  hills  are  no  problem.  And  lest  you  think  that  luxury  is  only  for  people  who 
already  have  too  much  of  it,  you  should  know  that  the  Avalon  starts  at  around  $23,900 T  That's 


good  news  for  anyone  with  a  soft  spot  for  the  road. 


®  TOYOTA  AVALON 

I  love  what  you  do  for  me 


Call  1-800-G0-T0Y0TA  or  visit  our  Web  Site  at:  http://www.toyota.com  for  a  brochure  and  location  of  your  nearest  dealer.  » 1 995  Toyota  Motor  Sales. 
U.S.A..  Inc  Buckle  Up!  Do  it  tor  those  who  love  you.  'MSRP  for  Avalon  XL  with  bucket  seats.  Excludes  taxes,  license,  title  and  optional  or  regionally  required  equipment  Actual  dealer  prices  may  vary 


-Where  they  rank:  1995 

Company 

Sales 

Net 

Assets 

Market 

Cash 

Employees 

Sales 

Net 

Assets 

Market 

($mil) 

profits 

($mil) 

value 

flow 

(thou) 

profits 

: 

value 

($mil) 

(Smil) 

($mil) 

205 

395 

396 

306 

Dillard  Department  Stores 

5,918 

167.2 

4.779 

4,140 

359.0 

37.8 

■ 

■ 

109 

■ 

Dime  Bancorp 

1.423 

62.2 

20.327 

1.097 

80.9 

2.9 

95 

44 

149 

16 

Walt  Disney 

12.128 

1.393.7 

15,276 

47.040 

3.390.2 

68.0 

308 

■ 

■ 

458 

Dole  Food 

3,804 

119.8 

2,442 

2,559 

243.5 

43.0 

272 

172 

170 

185 

Dominion  Resources 

4.652 

425.0 

13,903 

6,748 

1,058.5 

10.7 

1  oc 
lob 

LLJ 

DD  nnnnallaw  S  Crtnc 

r\n  uonneney  «  oons 

L  JO.O 

J.JOJ 

R  K77 

ujf  .U 

7 

jj./ 

314 

253 

■ 

242 

Dover 

3,746 

278.3 

2,667 

5,399 

386.1 

24.2 

34 

24 

92 

49 

Dow  Chemical 

20.200 

2,078.0 

23,582 

22,272 

3.520.0 

46.6 

492 

358 

■ 

325 

Dow  Jones 

2,284 

189.6 

2,599 

3,897 

395.6 

10.7 

a 

■ 

402 

■ 

Downey  Financial 

339 

21.1 

4.656 

386 

28.5 

0.9 

■ 

403 

495 

471 

DPL 

1,255 

164.7 

3,323 

2,467 

283.6 

2.7 

■ 

385 

414 

■ 

DUE 

1.22U 

1  7ft  C 

1/U.b 

4,4b9 

O  1  CO 

a  n  l  7 

4U1./ 

A  1 

4.1 

214 

319 

405 

250 

Dresser  Industries 

5,775 

221.1 

4.623 

5,198 

430.0 

30.3 

■ 

352 

■ 

357 

DSC  Communications 

1,422 

192.7 

1,865 

3,381 

295.5 

5.6 

327 

177 

207 

263 

DTE  Energy 

3.636 

405.9 

11,131 

4,843 

906.5 

8.4 

11 

10 

57 

17 

El  du  Pont  de  Nemours 

36.508 

3,293.0 

37,312 

45,134 

6.136.0 

106.0 

268 

109 

176 

123 

Duke  Power 

4,677 

714.5 

13,358 

9,884 

1,389.4 

17.1 

224 

222 

345 

117 

Dun  &  Bradstreet 

5,415 

320.8 

5,516 

10.121 

795.3 

48.3 

■ 

286 

■ 

208 

Duracell  International 

2,180 

245.6 

2.604 

5,913 

340.7 

8.1 

251 

131 

388 

223 

Eastman  Chemical 

5,040 

559.0 

4,854 

5,713 

867.0 

17.6 

63 

50 

159 

43 

Eastman  Kodak 

14.980 

1,252.0 

14,477 

25,293 

2.168.0 

96.5 

175 

182 

378 

274 

Eaton 

6,822 

399.0 

5.053 

4,628 

680.0 

51.5 

415 

429 

■ 

■ 

Echlin 

2,911 

150.3 

2,049 

2,179 

230.0 

23.4 

265 

■ 

■ 

■ 

Eckerd 

4.772 

93.0 

1,539 

1,634 

176.6 

32.5 

141 

99 

89 

168 

Edison  International4 

8,405 

739.0 

23.946 

7,375 

1.826.0 

16.3 

■ 

422 

■ 

■ 

AG  Edwards 

1.341 

153.8 

2,549 

1,545 

184.0 

10.9 

■ 

218 

■ 

266 

EMC 

1.921 

326.8 

1,746 

4,770 

380.5 

3.5 

112 

72 

231 

62 

Emerson  Electric 

10,294 

934.8 

9,733 

17,896 

1,358.5 

78.9 

427 

456 

■ 

407 

Engelhard 

2,840 

137.5 

1,646 

2,946 

203.0 

5.5 

■ 

303 

400 

456 

Enova5 

1,871 

233.5 

4.670 

2,564 

523.8 

4.3 

128 

143 

180 

141 

Enron 

9,189 

519.7 

13.239 

8,736 

951.4 

7.0 

193 

152 

97 

203 

Entergy 

6,274 

484.6 

22.266 

6.178 

1.175.4 

14.4 

■ 

432 

■ 

411 

Equifax 

1,623 

147.7 

1,109 

2,926 

224.2 

14.2 

163 

204 

19 

276 

Equitable  Cos 

7,274 

350.2 

113.749 

4,617 

350.2 

13.4 

■ 

■ 

229 

■ 

Equitable  of  Iowa  Cos 

765 

84.9 

9,780 

1,156 

84.9 

0.5 

383 

450 

■ 

311 

Estee  Lauder  Cos 

3.095 

141.2 

1.826 

4.091 

184.7 

9.9 

3 

3 

24 

4 

Exxon 

107.893 

6.470.0 

91.296 

98.118 

11.856.0 

84.0 

119 

252 

299 

322 

Federal  Express 

10.005 

279.5 

6.693 

3,972 

983.3 

94.2 

125 

58 

13 

80 

Federal  Home  Loan  Mortgage 

9,519 

1,091.0 

137,181 

14,571 

1,091.0 

3.3 

30 

22 

1 

30 

Federal  National  Mortgage  Assn 

22.249 

2,155.6 

316.550 

34.260 

2,155.6 

3.4 

62 

a 

164 

181 

Federated  Department  Stores 

15.049 

74.6 

14,295 

6.805 

571.5 

115.4 

 294 

■ 

■ 

■ 

FHP  International 

4.021 

23.1 

2.350 

1.319 

98.8 

13.0 

■ 

■ 

500 

■ 

Fidelity  Federal  Bank 

253 

-69.0 

"  3.299 

223 

-63.4 

0.6 

■ 

241 

134 

228 

Fifth  Third  Bancorp 

1,479 

287.7 

17,053 

5,612 

305.8 

5.9 

330 

■ 

■ 

■ 

Fina 

3,607 

104.4 

2,488 

1,498 

319.4 

2.7 

■ 

■ 

293 

■ 

Finova  Group 

782 

97.6 

7.037 

1.420 

169.2 

0.9 

■ 

■ 

232 

■ 

First  American  Corp 

730 

103.1 

9,682 

1,285 

120.5 

3.4 

359 

128 

147 

First  Bank  System 

3,297 

568.1 

33.874 

8.276 

714.2 

13.2 

Not  on  500  list.    "Formerly  SCEcorp.    5Formerly  San  Diego  Gas  &  Electric. 
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Forbes  ■  April  22,  1996 


■  \      You  Need  A  Bank 
5#   ^    That  Delivers 

Acrqss-The -Board  Quality, 
Around  The  World. 


A  Bank  That  Provides 
Innovative  Solutions 
Through  State-Of-The- 
Art  Technology. 


SmithKline  Beecham 

Has  A  Partner  Like 
That  In  36  Countries 
Worldwide. 


For  years,  SmithKline  Beecham  has  relied 
on  Citibank  for  high-quality  execution  of 
innovative  solutions.  Around  the  world, 
Citibank  is  helping  one  of  the  world's 
leading  health  care  companies  sharpen  i 
competitive  edge. 

CITIBANK 


-  Where  they 

rank:  1995 

Company 

Sales 

Net 

Assets 

Market 

Cash 

Employees 

Sales 

Net 

Assets 

Market 

($mil) 

profits 

($mil) 

value 

flow 

(thou) 

profits 

value 

($mil) 

($mil) 

($mil) 

105 

53 

17 

99 

First  Chicago  NBD 

10.681 

1,150.0 

122.002 

12,152 

1,424.0 

35.4 

■ 

■ 

281 

■ 

First  Citizens  BancShares- 

563 

56.9 

7,384 

632 

79.7 

3.8 

■ 

426 

211 

■ 

First  Colony 

1,658 

151.4 

10,721 

1,171 

197.5 

1.0 

■ 

■ 

253 

■ 

First  Commerce 

738 

76.0 

8,531 

1,236 

102.2 

4.3 

■ 

357 

First  Commercial 

396 

56.9 

5,361 

861 

75.9 

2.6 

90,3 

1  jH 

72 

First  Data 

1  1131  L/a  la 

4,081 

-84.2 

12,218 

15,743 

262.6 

36.5 

475 

201 

■ 

First  Empire  State 

1,078 

131.0 

11,956 

1,524 

156.8 

4.3 

■ 

347 

■ 

First  Financial  Corp 

462 

64.0 

5,471 

598 

75.0 

1.7 

■ 

279 

■ 

First  Hawaiian 

655 

77.0 

7,565 

856 

104.8 

3.0 

261 

78 

38 

98 

First  Interstate  Bancorp 

4,828 

885.1 

58,071 

12,168 

1.081.1 

27.3 

■ 

■ 

321 

First  National  of  Nebraska 

829 

82.2 

6,111 

1,492 

104.7 

3.6 

9QQ 
L30 

Ql 

A  1  fi 

nrsi  or  America  DanK 

9  I'M 

£.140 

93G  7 
£00./ 

93  Knn 

9  R7Q 

3riG  i 

JUO.I 

13  1 

1  j.  1 

■ 

■ 

184 

■ 

First  Security 

1,193 

120.0 

13.035  ■ 

2,080 

154.9 

7.6 

1 

400 

195 

1 

First  Tennessee  National 

1,319 

164.9 

12,077 

2,137 

200.4 

7.0 

106 

42 

15 

69 

First  Union 

10,583 

1,430.2 

131,880 

16,393 

1,975.5 

44.7 

■ 

331 

284 

368 

First  USA 

1,298 

210.5 

7,324 

3,268 

305.8 

2.7 

■ 

260 

First  Virginia  Banks 

664 

111.6 

8.222 

1,358 

132.8 

5.0 

Ju/ 

IIS 

ODD 

Firstar 

99R  Q 

13,100 

j.jlj 

97Q  3 

LI  J. J 

J.O 

■ 

■ 

433 

■ 

FirstFed  Financial 

310 

6.5 

4,140 

158 

7.3 

0.5 

1 

■ 

341 

■ 

FirstMerit 

485 

25.7 

5,597 

1,080 

40.3 

2.7 

450 

■ 

■ 

■ 

Flagstar  Cos 

2,571 

-55.7 

1,501 

143 

91.1 

90.0 

153 

122 

28 

113 

Fleet  Financial  Group 

7,875 

610.0 

84,432 

10.312 

1.070.0 

31.1 

429 

■ 

■ 

■ 

Fleetwood  Enterprises 

2,795 

80.0 

1,394 

1,146 

106.7 

18.0 

47 

■ 

426 

Fleming  Cos 

17,502 

42.0 

4,297 

637 

222.8 

41.7 

391 

293 

333 

382 

Florida  Progress 

3,056 

238.9 

5,791 

3,185 

598.0 

7.3 

123 

294 

492 

214 

Fluor 

9,644 

238.9 

3,398 

5.865 

395.3 

40.7 

275 

325 

425 

438 

FMC 

4,510 

215.6 

4,301 

2,714 

464.5 

21.8 

148 

381 

■ 

436 

Food  Lion 

8,211 

172.4 

2,645 

2,718 

318.5 

47.7 

2 

6 

4 

25 

Ford  Motor 

137,137 

4,139.0 

243,283 

37.668 

9,339.0 

347.0 

■ 

■ 

■ 

401 

FORE  Systems 

198 

24.0 

398 

3,000 

26.3 

0.9 

393 

■ 

■ 

■ 

Foster  Wheeler 

3,042 

28.5 

2,776 

1,857 

83.2 

12.2 

439 

418 

■ 

■ 

Foundation  Health 

2,703 

156.1 

2,104 

2.094 

212.1 

9.9 

227 

■ 

■ 

■ 

FoxMeyer  Health 

5,393 

-10.9 

1,616 

268 

14.2 

2.8 

220 

133 

191 

163 

FPL  Group 

5,592 

553.3 

12,459 

7,558 

1.471.2 

11.7 

■ 

251 

■ 

284 

Franklin  Resources 

857 

279.6 

2,221 

4.510 

321.3 

4.3 

■ 

-  276 

472 

207 

Freeport-McMoRan  Copper  &  Gold 

1,834 

253.6 

3,582 

5,969 

377.7 

i  7-7 

■ 

■ 

413 

■ 

Fremont  General 

924 

68.0 

4,477 

600 

88.4 

1.6 

■ 

440 

■ 

259 

Frontier 

2,144 

144.8 

2,109 

4.922 

314.5 

7.0 

47>> 

■ 

■ 

■ 

Fruit  of  the  Loom 

2,403 

-227.3 

2.920 

1,957 

100.2 

35.7 

■ 

■ 

494 

■ 

Fulton  Financial 

265 

45.6 

3,335 

574 

51.9 

1.6 

296 

155 

308 

128 

Gannett 

4,007 

477.3 

6,504 

9,629 

687.2 

32.6 

280 

'  201 

■ 

155 

Gap 

4,395 

354.0 

2,343 

7,913 

551.5 

57.5 

322 

377 

■ 

■ 

Gateway  2000 

3,676 

173.0 

*  1,124 

2,087 

211.1 

6.9 

■ 

■ 

438 

a 

GATX 

1,233 

100.8 

4,043 

912 

272.4 

5.9 

■ 

449 

■ 

a 

Gaylord  Container 

1,064 

141.5 

957 

548 

207.5 

4.1 

■ 

■ 

■ 

495 

Gaylord  Entertainment 

707 

108.4 

1,096 

2,335 

146.5 

6.4 

■ 

436 

■ 

199 

Genentech 

857 

146.4 

2,011 

6,276 

205.7 

2.8 

389 

;  221 

■ 

336 

General  Dynamics 

3.067 

321.0 

3,164 

3,747 

359.0 

24.1 

■  Not  on  500  list. 
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It's  terrific 
on  salads,  great 

on  pasta,  and 
makes  one  heck 
of  a  fire. 


We  believe  that 
most  property 
loss  can  be  pre- 
vented. But  that 
means  looking  for 
risk  in  some  un 
likely  places.  Take  veg- 
etable oil  in  plastic  bot- 
tles. Conventional  wis- 
dom has  been  that  ware- 
housing this  very  high 
flashpoint  liquid  present- 
ed no  more  of  a  hazard 
than  storing  ordinary 
combustibles.  Yet  tests 
conducted 
through  our 
ownership  ^CrQ 


board  to  the 
liquid,  the  fire 
was  uncontrol- 
lable. Our  strat- 
egy uses  quick 
response  sprin- 
klers spaced  closer 
together  to  suppress 
the  fire  in  its  earliest 
stages.  This  solution  is 
easy  to  implement  and 
uses  the  sprinkler  piping 
and  water  supplies  nor- 
mally in  place  at  grocery 
warehouses.  Plus,  it 
doesn't  in- 
I  terfere  with 
norma!  mate- 


'"V  MUTUAL  S"< 

of  Factory  Mutual  rials  handling.  The  truth 


Research  revealed  that 
even  sprinkler  systems 
arranged  for  high  hazard 
commodities  could  not 
control  fires  of  this  type. 
Once  heated  by  the  fire 
in  their  cardboard  pack- 
aging, the  bottles  leaked 
and  the  preheated  veg- 
etable oil  burned  with  the 
intensity  of  a  flammable 
liquid.  And  once  the  fire 
spread   from   the  card- 


is,  this  is  but  one  example 
of  how  we  never  stop 
looking  at  commodities 
and  the  hazards  they 
pose.  In  fact,  for  over 
150  years,  we've  never 
stopped  asking  the 
difficult  questions  that 
lead  to  the  solutions  our 
clients  need  to  minimize 
risk.  Even  if  that  means 
looking  in  places  as  sur- 
prising as,  yes,  a  salad. 


©  199P  Allendale  Insurance,  P.O   Box  7500,  Johnston,  Rhode  Island.  02919 


profits 

rank:  1995 
Assets 

Market 
value 

Company 

Sales 
($mil) 

Net 
profits 
($mil) 

Assets 
($mil) 

Market 
value 
($mil) 

Cash 
flow 
($mil) 

Employees 
(thou) 

1 

2 

6 

1 

General  Electric 

70,028 

6,573.0 

228,035 

126.238 

8.154.0 

219.0 

469 

495 

■ 

372 

General  Instrument 

2,432 

123.8 

2,301 

3,240 

233.9 

12.3 

235 

189 

481 

135 

General  Mills 

5,262 

385.6 

3,516 

9,204 

579.3 

9.9 

1 

1 

7 

7 

General  Motors 

168,829 

6,932.5 

217,079 

69,947 

19,031.8 

709.0 

■ 

■ 

■ 

500 

General  Nutrition  Cos 

846 

69.1 

686 

2,312 

102.1 

8.5 

307 

168 

226 

332 

General  Public  Utilities 

3,805 

440.1 

9,870 

3,795 

879.1 

10.4 

166 

83 

60 

102 

General  Re 

7,210 

824.9 

35,946 

11.550 

824.9 

3.3 

236 

229 

■ 

240 

Genuine  Parts 

5,262 

309.2 

2,274 

5,410 

352.4 

21.9 

■ 

360 

■ 

■ 

Georgia  Gulf 

1,082 

186.5 

507 

1,373 

218.6 

1.1 

69 

65 

193 

192 

Georgia-Pacific 

14,292 

1,018.0 

12,335 

6,449 

1,843.0 

47.3 

306 

■ 

■ 

Giant  Food 

3,861 

102.2 

1,451 

1,898 

202.7 

25.5 

178 

04 

312 

48 

Gillette 

6,795 

823.5 

6,340 

23,117 

1,071.9 

33.2 

■ 

158 

■ 

Glendaie  Federal  Bank  FSB 

1,134 

56.2 

14,640 

662 

93.7 

2.5 

463 

300 

62 

414 

Golden  West  Financial 

2,470 

234.5 

35,118 

2,914 

256.1 

4.2 

475 

■ 

■ 

BF  Goodrich 

2.409 

118.0 

2,490 

2,032 

231.9 

13.3 

82 

121 

228 

158 

Goodyear  Tire  &  Rubber 

13,166 

611.0 

9,790 

7,868 

1,045.9 

88.8 

324 

313 

159 

WR  Grace 

3,666 

-325.9 

6,298 

7,819 

-139.6 

29.6 

362 

Ul 

J4  / 

VV  Vw  \Jla  1 1 IgCI 

ISS  7 
100.  / 

1,000 

0,  JUH 

L  JJ.  1 

1(1  s 

489 

1 

■ 

Grand  Union 

2,312 

-155.8 

1,244 

53 

-18.8 

11.1 

116 

1 

■ 

Great  Atlantic  &  Pacific  Tea 

10,101 

57.2 

2.928 

1,075 

284.8 

28.6 

482 

237 

1 

297 

Great  Lakes  Chemical 

2,361 

295.6 

2,469 

4,361 

406.2 

8.2 

333 

269 

50 

391 

Great  Western  Financial 

3,566 

261.0 

44.587 

3,103 

377.4 

15.0 

■ 

275 

290 

Green  Tree  Financial 

672 

254.0 

2,384 

4,492 

267.5 

2.4 

■ 

100 

■ 

GreenPoint  Financial6 

700 

1  07  C 

107. D 

i  ft  C7n 
14,0/U 

1.4/3 

101  c 

1 7 
1,7 

35 

58 

22 

GTE 

19,957 

2,537.9 

37.019 

40,475 

6,213.3 

108.6 

■ 

1 

378 

Guidant 

931 

101.1 

1,057 

3.202 

168.9 

5.0 

217 

302 

465 

188 

Halliburton 

5,699 

233.8 

3,647 

6,624 

477.9 

56.9 

451 

1 

1 

■ 

Hannaford  Bros 

2,568 

70.2 

962 

1,153 

139.2 

12.7 

399 

384 

1 

369 

Harcourt  General 

3,013 

170.7 

3,021 

3,268 

342.8 

13.6 

■ 

ft  on 
4JU 

Harley-Davidson 

1  OCT 

112.5 

1  nn  1 

1.UU1 

1  1 A  1 

2./41 

154.8 

ft  c 

4.b 

487 

■ 

Harnischfeger  Industries 

2,335 

103.5 

2,532 

1,885 

178.7 

14.5 

■ 

1 

■ 

420 

Harrah's  Entertainment7 

1,550 

78.8 

1,637 

2,839 

174.2 

19.2 

339 

401 

454 

Harris 

3,507 

164.8 

3,007 

2,578 

338.8 

26.6 

423 

419 

1 

392 

Hasbro 

2,858 

155.6 

2,616 

3,078 

285.5 

13.0 

■ 

340 

■ 

Hawaiian  Electric  Industries 

1,296 

77.5 

5,604 

1,053 

162.4 

3.4 

■ 

330 

HBO  &  Co 

496 

-25.2 

535 

3,854 

5.0 

3.0 

435 

" 

■ 

Health  Systems  International 

2,732 

89.6 

1,214 

1,807 

137.7 

2.8 

■ 

1 

1 

472 

Healthsource 

1,167 

56.3 

872 

2,464 

80.4 

4.1 

■ 

1 

233 

HealthSouth 

1.557 

78.9 

2.940 

5,484 

222.3 

24.2 

499 

1 

1 

■ 

Hechinger 

2,253 

-77.6 

1,100 

174 

-19.1 

13.0 

132 

117 

251 

90 

HJ  Heinz 

8,997 

647.5 

8,618 

12.635 

1.000.5 

42.2 

472 

214 

177 

Hercules 

2,427 

332.8 

2,493 

7,069 

465.3 

9.9 

318 

246 

187 

Hershey  Foods 

3.691 

281.9 

'  2,831 

6,624 

415.8 

.  13.7 

16 

16 

82 

13 

Hewlett-Packard 

33,503 

2.621.0 

25,753 

50,929 

3.776.0 

102.0 

■ 

■ 

261 

HFS 

413 

79.7 

1.153 

4,895 

110.6 

2.0 

■ 

494 

289 

■ 

Hibernia 

615 

123.9 

7.196 

1,193 

145.9 

3.4 

■ 

■ 

477 

Hillenbrand  Industries 

1,625 

89.9 

3,070 

2,444 

217.5 

9.9 

■ 

379 

287 

Hilton  Hotels 

1,590 

172.8 

3.060 

4,496 

314.7 

48.0 

■  Not  on  500  list.    'Formerly  GP  Financial.    'Formerly  Promus  Cos. 
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DETAILS 
MAKE 

PENINSULA.  : 


THE  PALACE  HOTEL 

Manaiti  hv  THE  PENINSULA  GROUP 


8  Goldfish  Lane,  Wangfujing,  Beijing  100006,  P.R.C.  Tel:  (86-10)  512  8899  Fax:  (86-10)  512  9050 
The  Peninsula:  Hong  Kong  •  Manila  •  New  York  •  Beverly  Hills  •  The  Palace  Hotel  Beijing  •  The  Kowloon  Hotel  Hong  Kong 

Tollfree:  (800)  323  7500    '"^a^fmB^MhcfdxfWxir  Tollfree:  (800)  223  6800    V..T.!=.k.L  Tollfree:  (800)  44  UTELL 


Bethlehem  Steel  needed  a  faster,  more  efficient  way  to 
produce  high-grade  galvanized  steel.  Key  customers, 
U.S.  automakers,  were  in  a  race  against  foreign  compe- 
tition to  make  cars  that  could  keep  a  new  finish  longer, 
and  wouldn't  rust  for  ten  years.  Bethlehem  Steel  turned 
to  a  trusted  engineering  partner  for  the  solution. 
Raytheon  Engineers  &  Constructors  designed  a  hot-dip 
galvanizing  facility  for  the  steelmakers  Burns  Harbor 
Division.  As  well  as  one  concurrently  for  their  plant  in 
Maryland  which  serves  various  commercial  markets. 


This  unique  combined-project  strategy  ended  up  \ 
ing  months  from  the  construction  schedule,  signifi 
reducing  both  budgets  and  further  solidifying  the 
companies'  fifty-year  history  of  project  success.  To 
these  highly  automated  coating  lines  run  continue 
to  produce  over  760,000  tons  of  steel  a  year. 

Right  now,  companies  the  world  over  are  rely 
on  our  international  resource  management  for  th< 
new  facilities  and  modernization  programs.  Havir 
consolidated  respected  names  such  as  United  Eng 


Works  In  Progress 


Case  Hsstory  #  31:  Bethlehem  Steel  Corporation  Hot  Dip  Coating  Line,  Burns  Harbor,  Indiana. 


II  technology,  900  feet  of  mechanical  equipment 
|pp^!?^*  and  a  sixteen-story  strip  cooling  tower. 


mstructors,  Badger,  and  Ebasco,  we  now  serve 
lients  from  more  than  40  offices  globally  -  making 
\  single  source  for  quality  design,  engineering,  pro- 
lent,  construction,  operations,  and  maintenance. 
nnd  out  what  we  can  do  for  you.  Tell  us  your  needs  — 
how  you  how  we  can  make  your  next  project  a  suc- 
Zall  Raytheon  Engineers  &  Constructors  today:  U.S. 
7-860-2773,  Asia  -  86-10-463-8031,  Europe  - 
1-349-4911. 

lytheon  Engineers  & 
Constructors 


u 


H 


Power 
Nuclear 

Pharmaceuticals  & 
Biotechnology 

Infrastructure  & 
Transportation 

Polymers  &  Chemicals 
Environmental  Services 


33 


Food  &  Consumer 
Products 

Petroleum  &  Gas 


Heavy  Equipment 
&  Fabrication 


y    Metals  &  Mining 


m 


Operation 

&  Maintenance 

Quality 
Programs 


-lliliJ 


ivmu  inc  runoco  ouub 


Where  they  rank:  1995 

Company 

Sales 

Net 

Assets 

Market 

Cash 

Employees 

Sales 

Net 

Assets 

•Market 

($mil) 

profits 

($mil) 

value 

flow 

(thou) 

profits 

value 

($mil) 

($mil) 

($mil) 

60 

104 

283 

45 

Home  Depot 

15.470 

731.5 

7,354 

23.602 

912.7 

61.3 

■ 

■ 

■ 

455 

Homestake  Mining 

716 

30.3 

1,322 

2,565 

129.9 

1.8 

181 

213 

376 

182 

Honeywell 

6,731 

333.6 

5,060 

6,785 

626.5 

50.5 

■ 

■ 

463 

■ 

Horace  Mann  Educators 

741 

73.9 

3,662 

729 

89.5 

2.4 

395 

■ 

■ 

■ 

Hormel  Foods 

3,040 

105.6 

1,234 

1,956 

143.6 

10.1 

■ 

■ 

4/b 

■ 

Host  Marriott 

-W.U 

J. DO/ 

AUDD 

bU.U 

U.O 

243 

161 

74 

191 

Household  International 

5,144 

453.2 

29,219 

6,484 

716.9 

14.3 

320 

55 

202 

237 

Houston  Industries 

3,680 

1,124.0 

11,820 

5,432 

1.630.5 

10.2 

273 

357 

■ 

326 

Humana 

4,605 

190.0 

2,878 

3,890 

260.0 

13.0 

■ 

287 

110 

363 

Huntington  Bancshares 

1,710 

244.5 

20,255 

3,327 

313.3 

7.9 

89 

250 

■ 

■ 

IBP 

12.668 

280.1 

2,028 

2,286 

372.7 

32.0 

■ 

478 

■ 

■ 

Illinois  Central 

644 

129.8 

1,404 

1,682 

163.7 

3.3 

287 

188 

471 

154 

Illinois  Tool  Works 

4,152 

387.6 

3,613 

7,917 

539  5 

20.4 

■ 

425 

339 

■ 

lllinova 

1.641 

151.6 

5.610 

2.091 

341.6 

4.0 

483 

408 

479 

352 

IMC  Global 

2,360 

163.6 

3,522 

3,425 

312.8 

9.2 

■ 

■ 

■ 

254 

Informix 

709 

105.3 

674 

5,020 

141.3 

2.7 

216 

262 

351 

286 

Ingersoll-Rand 

5,729 

270.3 

5,454 

4,498 

449.7 

38.5 

264 

434 

475 

■ 

Inland  Steel  Industries 

•4.781 

146.8 

3,558 

1,255 

290.0 

15.4 

■ 

484 

162/ 

■ 

Integra  Financial 

1.220 

128.4 

14,346 

2,205 

170.1 

5.1 

56 

7 

130 

15 

Intel 

16,202 

3,566.2 

17,504 

48,336 

4.936.3 

40.5 

342 

■ 

■ 

■ 

Intelligent  Electronics 

3,475 

-19  0 

894 

216 

-2.9 

1.2 

6 

5 

30 

8 

International  Business  Machines 

71,940 

4,178.0 

80,292 

65,664 

9,780.0 

222.6 

■ 

281 

■ 

238 

International  Flavors  &  Fragrances 

1,439 

248.8 

1,534 

5,424 

289.5 

4.6 

473 

■ 

■ 

■ 

International  Multifoods 

2,412 

30.1 

832 

346 

59.5 

7.6 

36 

52 

88 

114 

International  Paper 

19,797 

1,153.0 

23,977 

10,245 

2.184.0 

77.7 

■ 

477 

427 

350 

Interpublic  Group  of  Cos 

2,180 

129.8 

4,260 

3.460 

207.4 

18.9 

■ 

■ 

■ 

497 

Intuit 

490 

-4.5 

510 

2,334 

57.8 

2.7 

191 

433 

250 

176 

ITT 

6,346 

147.0 

8.630 

7,111 

400.0 

31.5 

94 

131 

23 

231 

ITT  Hartford  Group 

12,150 

559.0 

93,855 

5,519 

644.0 

20.0 

142 

■ 

331 

403 

ITT  Industries 

8,382 

21.0 

5.864 

2,971 

444.0 

"  58.0 

■ 

■ 

■ 

389 

IVAX 

1,260 

114.8 

1,335 

3.142 

162.8 

8.1 

177 

489 

286 

488 

James  River  Corp  of  Virginia 

6,800 

126.4 

7.259 

2,389 

612.3 

30.4 

■ 

257 

138 

333 

Jefferson-Pilot 

1,569 

273.9 

16,478 

3,783 

273.9 

4.8 

292 

284 

■ 

■ 

Jefferson  Smurfit 

4,093 

247.0 

2,783 

1,263 

400.0 

16.4 

■ 

■ 

274 

■ 

John  Alden  Financial 

1.671 

6.5 

7,696 

465 

31.3 

3.5 

40 

19 

124 

9 

Johnson  &  Johnson 

18,842 

2.403.0 

17.873 

60,882 

3.260.0 

81.9 

139 

343 

385 

415 

Johnson  Controls 

8,659 

201.6 

4,885 

2,910 

494.7 

57.0 

■ 

499 

■ 

■ 

Kansas  City  Power  &  Light 

886 

122.6 

2,883 

1,524 

234.5 

2.3 

■ 

299 

■ 

■ 

Kansas  City  Southern  Industries 

775 

236.7 

2,040 

1,809 

311.7 

6.2 

172 

151 

415 

67 

Kellogg 

7.004 

490.3 

4.415 

16.632 

749.1 

15.1 

440 

■ 

■ 

B 

Kelly  Services 

2,690 

69.5 

719 

1,141 

92.2 

5.2 

■ 

■ 

■ 

383 

Kerr-McGee 

1,801 

-31.2 

3,232 

3,179 

309.8 

4.8 

201 

89 

35 

143 

KeyCorp 

6,054 

789.2 

'66.339 

8,570 

1.011.9 

29.4 

■ 

■ 

373 

■ 

Keystone  Financial 

414 

61.3 

5,075 

846 

73.7 

2.3 

72 

a 

205 

52 

Kimberly-Clark 

13,789 

33.2 

11,439 

21,271 

614.9 

56.6 

i 

470 

■ 

■ 

King  World  Productions 

589 

133.1 

738 

1,551 

133.8 

0.4 

15 

■ 

148 

267 

Kmart 

34.654 

-520.0 

15.397 

4.708 

209.0 

300.0 

433 

394 

a 

361 

Knight-Ridder 

2,752 

167.4 

3,006 

3,353 

319.0 

21.0 

Not  on  500  list 
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DOWN 


When  looking  for  oil 
here,  it  helps  to  have  technology 
that  opens  your  eyes. 


Wmm 

mm 1 


m  hi 

m 


*■  •  r 

'si 


Put  your  hands  over  your  eyes.  Now  look  for 
oil.  That's  what  it's  like  looking  for  oil  located 
below  salt  layers  as  thick  as  5,000  feet  in  the 
Gulf  of  Mexico.  But  recently,  we  found  a  way  to 
see  through  these  layers.  We  combined  inno- 
vative thinking  with  advanced  3-D  seismic  tech- 


•      MP  '  ■ 

v  .  J.u 


m 


nology  to  make  the  Gulf's  first  commercially 
successful  sub-salt  oil  discovery  A  break- 
through that  was  due  not  so  much  to  improved 
eyesight,  as  to  vision.  At  Phillips,  that's  what  it 
means  to  be  The  Performance  Company 
PHILLIPS  PETROLEUM  COMPANY  (££> 


For  a  copy  of  our  annual  report,  call  918-661-3700.  Or  write  to:  Phillips  Annual  Report,  B-41,  Adams  Bldg.,  Bartle.sville,  OK  74004. 


DCO  JUUj 


Sales 

Where  they  rank:  1995 
Net  .Assets 
profits 

Market 
value 

Company 

Sales 
($mil) 

Net 
profits 
($mil) 

Assets 
($mil) 

Market 
value 
($mil) 

Cash 
flow 
($mil) 

Employees 
(thou) 

■ 

■ 

■ 

489 

Kohl's 

1,926 

72.7 

805 

2.387 

106.7 

11.4 

25 

224 

379 

272 

Kroger 

23,938 

318.9 

5,045 

4,665 

643.3 

196.0 

■ 

479 

■ 

a 

Lafarge 

1,472 

129.6 

1,714 

1,290 

223.9 

6.5 

267 

■ 

a 

a 

Lear  Seating 

4,714 

94.2 

3,061 

1,837 

186.2 

28.8 

■ 

465 

a 

a 

Leggett  &  Piatt 

2,059 

134.9 

1.218 

2,042 

202.0 

16.3 

70 

233 

lb 

48 1 

Lehman  Brothers  Holdings 

on  1  n 

lzy.uuu 

4UJ.U 

Q  1 
0.1 

■ 

■ 

369 

a 

Leucadia  National 

1,504 

78.5 

5,136 

1.511 

192.1 

4.4 

■ 

■ 

186 

a 

Liberty  Financial  Cos 

1.027 

73.9 

12,749 

865 

125.5 

1.5 

■ 

■ 

371 

a 

Life  Partners  Group 

537 

25.7 

5,092 

565 

30.6 

0.5 

■ 

449 

a 

Life  USA  Holding 

273 

19,1 

3,868 

161 

19.1 

0.4 

180 

21 

161 

31 

Eli  Lilly 

6,764 

2,290.9 

14,413 

33,527 

2.844.6 

25.9 

152 

68 

362 

247 

Limited 

7,881 

961.5 

5,267 

5,279 

1.247.4 

64.3 

183 

153 

36 

249 

Lincoln  National 

6,633 

482.2 

63.258 

5,274 

542.0 

9.6 

■ 

■ 

a 

351 

Linear  Technology 

328 

112.5 

448 

3,439 

122.4 

1.4 

353 

442 

a 

a 

Litton  Industries 

3.412 

143.7 

2,601 

2,265 

241.7 

29.1 

■ 

488 

a 

450 

Liz  Claiborne 

2,082 

126.9 

1.329 

2.607 

166.0 

7.7 

27 

113 

129 

75 

Lockheed  Martin 

22,853 

682.0 

17,648 

15,094 

1.603.0 

169.0 

48 

35 

34 

133 

Loews 

17.219 

1,765.7 

68.891 

9.279 

1,765.7 

25.4 

■ 

■ 

383 

a 

Long  Island  Bancorp 

366 

44.6 

4,935 

701 

53.9 

1.2 

386 

231 

189 

a 

Long  Island  Lighting 

3,075 

303.3 

12,484 

2,039 

589.2 

5.8 

445 

■ 

a 

a 

Longs  Drug  Stores 

2,644 

46.2 

854 

923 

86.6 

15.8 

196 

211 

332 

151 

Loral 

6.179 

339.2 

5,830 

8,090 

593.7 

28.9 

426 

■ 

a 

433 

Louisiana-Pacific 

2,843 

-51.7 

2,805 

2,728 

150.9 

13.5 

169 

311 

477 

226 

Lowe's  Cos 

7,075 

226.0 

3,556 

5,672 

379.6 

41.1 

■ 

295 

a 

342 

LSI  Logic 

1,268 

238.1 

1,850 

3,653 

373.3 

3.9 

282 

363 

355 

a 

LTV 

4,283" 

184.8 

5,380 

1.380 

436.7 

14.9 

■ 

424 

a 

a 

Lubrizol 

1.664 

151.6 

1.492 

1,928 

225.9 

4.6 

256 

186 

a 

463 

Lyondell  Petrochemical 

4,936 

389.0 

2.606 

2,520 

475.0 

2.5 

■ 

■ 

382 

a 

Magna  Group 

395 

51.2 

4.947 

670 

63.6 

2.3 

■ 

341 

a 

428 

Mallinckrodt  Group 

2,228 

203.1 

2.812 

2,773 

338.6 

*  10.3 

■ 

■ 

a 

468 

Manor  Care 

1.262 

105.9 

1.614 

2,500 

191.0 

24.6 

223 

486 

a 

439 

Manpower 

5,484 

128.0 

1.518 

2,708 

155.9 

8.0 

■ 

500 

a 

a 

Manville8 

1,392 

122.0 

2,474 

1.566 

185.8 

7.5 

373 

a 

a 

a 

Mapco 

3,152 

74.7 

2,293 

1.597 

186.1 

6.1 

135 

285 

440 

198 

Marriott  International 

8,961 

246.9 

4,018 

6,282 

375.9 

171.4 

311 

178 

421 

183 

Marsh  &  McLennan  Cos 

3,770 

402.9 

4,330 

6.779 

538  0 

26.7 

■ 

350 

177 

485 

Marshall  &  llsley 

1,349 

193.3 

13,343 

2,414 

240.5 

8.0 

412 

a 

455 

265 

Masco 

2,927 

-441.7 

3,779 

4.772 

-351.6 

35.9 

326 

198 

a 

164 

Mattel 

3,639 

357.8 

2,696 

7,541 

490.8 

23.5 

455 

■ 

451 

a 

Maxxam 

2,565 

57.5 

3,832 

381 

197.9 

11.9 

102 

94 

221 

91 

May  Department  Stores 

10,952 

755.0 

10,122 

12.551 

1.088.0 

91.5 

396 

■ 

s 

a 

Maytag 

3.040 

-15.0 

2,125 

2.158 

96.9 

18.2 

■ 

260 

285 

375 

MBIA 

462 

271.4 

"  7.267 

3,212 

280.6 

0.4 

454 

202 

181 

190 

MBNA 

2,565 

353.1 

13.229 

6,543 

429.7 

10.1 

121 

43 

147 

27 

McDonald's 

9.795 

1,427.3 

15.400 

35.862 

2,123.5 

197.5 

68 

t 

219 

116 

McDonnell  Douglas 

14,332 

-416.0 

10.466 

10,162 

-143.0 

64.7 

409 

309 

■ 

293 

McGraw-Hill  Cos 

2.935 

227.1 

3,104 

4,453 

458.5 

15.4 

61 

134 

118 

59 

MCI  Communications 

15.265 

548.0 

19.301 

19,294 

1,915.0 

43.1 

a  Not  on  500  list.   $To  change  name  to  Schuller. 
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WORLD 


I  only  ask  two  tilings  when  I  fly.  How  much  time  can 
I  save?  And  how  comfortable  can  I  be? 

Which  is  why  I  like  World  Business  Class"  from  Northwest 
Airlines  and  KLM.  The  Northwest  hub  in  Detroit  helps  me 
connect  to  Asia  up  to  five  hours  faster  than  other  airlines. 

And  they  give  business  flyers  like  me  more  space. 
They've  added  legroom,  reclined  the  seats  further,  and  that 
really  helps,  sleeping-wise.  More  than  adequate  for  someone 
my  size,  and  I'm  six  three. 


My  business  philosophy  is  no  big  secret.  You  have  to  stay 
one  step  ahead.  You've  got  to  continually  look  for  advantage. 

And  time-travel-saving  several  hours  or  even  half  a  day- 
is  a  big  one. 


angknk,  Thailand 


-  angwpTM  Published  airline  schedules  in  effect  on  January  8,  1996  for  the  week  of  May  13- 19,  and  are  based  on 
J^ZsSj  eastbound-westbound  averages.  Schedules  are  based  on  information  from  the  Official  Airline  Guide. 

©1996  Northwest  Airlines,  Inc.  Northwest  recycles  over  5000  pairs  of  lost  &  unclaimed  glasses.  O 


NORTHWEST  _  J* 


KLM 


I   -  8  0  0-  447-4747 


u  ini.Tunpi.il  jump 


•  Where  they  rank:  1995 

*  

Company 

Sales 

Net 

Assets 

Market 

Cash 

Employees 

Sales 

Net 

Assets 

Market 

($mil) 

profits 

(Smil) 

value 

flow 

(thou) 

profits 

value 

(Smil) 

(Smil) 

(Smil) 

74 

458 

461 

475 

McKesson 

13,582 

137.0 

3,674 

2,450 

205.8 

12.2 

241 

205 

418 

427 

Mead 

5,179 

350.0 

4,373 

2,773 

586.7 

15.7 

a 

181 

■ 

88 

Medtronic 

2,090 

400.2 

2,230 

13,287 

521.0 

10.7 

274 

112 

54 

172 

Mellon  Bank 

4,514 

691.0 

40,646 

7,277 

962.0 

24.3 

122 

■ 

443 

343 

Melville 

9,689 

-615.2 

3,962 

3,630 

-417.4 

64.1 

■ 

324 

141 

484 

Mercantile  Bancorporation 

1,398 

216.8 

15,934 

2,417 

251.5 

6.6 

■ 

■ 

311 

■ 

Mercantile  Bankshares 

555 

104.4 

6,349 

1,231 

113.6 

2.8 

407 

497 

■ 

■ 

Mercantile  Stores 

2,944 

123.2 

2,075 

2,128 

212.0 

19.0 

50 

9 

90 

6 

Merck 

16,681 

3,335.2 

23,832 

76,342 

4,002.4 

46.4 

■ 

■ 

■ 

479 

Mercury  Finance 

348 

110.9 

1,647 

2,438 

115.3 

1.6 

■ 

387 

155 

419 

Meridian  Bancorp 

1,367 

169.8 

14,758 

2,871 

224.8 

6.4 

91'? 

M  on CO  1 
IVICIibCl 

J,OU£ 

Q  9 

1 ,40j 

an 

Q  1 

3  9 

31 

56 

11 

125 

Merrill  Lynch 

21,513 

1,114.0 

176,857 

9,769 

1,481.0 

44.9 

351 

■ 

■ 

■ 

Fred  Meyer 

3,429 

30.3 

1,672 

794 

137.4 

27.0 

■ 

■ 

■ 

321 

MFS  Communications 

583 

-267.9 

1,867 

3,975 

-125.4 

3.2 

■ 

336 

■ 

360 

MGIC  Investment 

618 

207.6 

1,875 

3,371 

216.2 

1.0 

392 

■ 

■ 

■ 

MicroAge 

3,047 

-1.1 

583 

135 

14.4 

1.9 

9QQ 

£JJ 

Oj 

400 

ISA 

micron  iccnnoiogy 

3  Q79 

J,  Jl  L 

i  ms  n 

I.UIO.U 

0,04*1 

0,/ 04 

1  9Q1  Q 

1  /  jj.  j 

0.0 

159 

31 

244 

10 

Microsoft 

7,419 

1,838.0 

9,106 

60,811 

2,121.0 

18.0 

a 

476 

410 

■ 

MidAmerican  Energy 

1,724 

130.8 

4,524 

1,763 

333.4 

4.0 

75 

67 

166 

42 

Minnesota  Mining  &  Manufacturing 

13,460 

976.0 

14,183 

26,588 

1,835.0 

70.3 

■ 

386 

■ 

310 

Mirage  Resorts 

1,331 

169.9 

1,792 

4,109 

277.4 

14.7 

8 

20 

52 

18 

Mobil 

64,767 

2,376.0 

42,138 

44,191 

6,124.0 

54.5 

■ 

455 

■ 

346 

Molex 

1,337 

139.0 

1,390 

3,544 

252.9 

9.8 

134 

99 

215 

63 

Monsanto 

8,962 

739.0 

10,611 

17,733 

1,337.0 

28.9 

71 

48 

10 

77 

JP  Morgan  &  Co 

13,838 

1,296.0 

184,879 

15,027 

1,543.0 

16.3 

103 

124 

12 

165 

Morgan  Stanley  Group 

10,797 

609.0 

143,753 

7,527 

737.4 

9.4 

341 

219 

■ 

224  . 

Morton  International 

3,475 

326.3 

2,869 

5,680 

498.8 

13.8 

21 

34 

96 

32 

Motorola 

27,037 

1,781.0 

22,801 

32.897 

3,712.0 

.  137.0 

■ 

■ 

■ 

499 

Mylan  Laboratories 

409 

117.8 

613 

2,314 

131.2 

1.3 

■ 

423 

■ 

■ 

Nalco  Chemical 

1,215 

153.7 

1.370 

2.089 

242.9 

6.0 

418 

■ 

■ 

■ 

Nash  Finch 

2,889 

17.4 

514 

177 

46.8 

9.4 

347 

158 

59 

260 

National  City 

3,450 

465.1 

36,199 

4,912 

573.9 

20.5 

■ 

■ 

460 

■ 

National  Commerce  Bancorporation 

300 

49.0 

3,695 

698 

52.5 

1.2 

441 

272 

■ 

■ 

National  Semiconductor 

2,681 

257.5 

2,602 

2,031 

480.7 

20.8 

405 

■ 

■ 

■ 

National  Steel 

2,954 

105.4 

2,668 

655 

250.9 

9.6 

55 

26 

9 

56 

NationsBank 

16,327 

1,950.2 

187,298 

20,296 

2,349.2 

59.3 

190 

410 

375 

■ 

Navistar  International 

6,358 

162.9 

5,067 

819 

246.9 

15.5 

■ 

■ 

■ 

348 

Netscape  Communications 

81 

-3.4 

228 

3,483 

-3.4 

0.4 

493 

339 

366 

487 

New  England  Electric  System 

2,272 

204.8 

5.191 

2,394 

475.0 

4.9 

■ 

347 

370 

■ 

New  York  State  Electric  &  Gas 

2,010 

196.7 

5,114 

1,645 

381.5 

4.2 

474 

461 

^  493 

421 

New  York  Times 

2,409 

135.9 

3,377 

2.808 

274.8 

12.6 

460 

318 

■ 

301 

Newell  Co 

2,498 

222.5 

2,931 

4,323 

324.2 

21.5 

■ 

■ 

s 

239 

Newmont  Mining 

636 

112.6 

1,774 

5,420 

219.5 

2.8 

■ 

■ 

349 

334 

Nextel  Communications 

178 

-263.2 

5,467 

3,780 

-263.2 

2.1 

323 

■ 

a 

■ 

NGC 

3,666 

92.7 

1,902 

1,271 

137.6 

1.0 

300 

282 

238 

■ 

Niagara  Mohawk  Power 

3,917 

248.0 

9,478 

974 

600.2 

9.0 

202 

148 

103 

NIKE 

5,961 

510.1 

3,643 

11,405 

610.3 

14.2 

■  Not  on  500  list. 
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r  Our  strength 
is  in  our  numbers. 


Start  with  our  biggest  number.  $57  billion  in  man- 
aged assets.  That  number  sums  up  a  1 17-year  history 
of  experience  and  expertise.  Of  strength  and  stability. 

It  sums  up  the  fact  that  over  9  million  men,  women 
and  children  rely  on  The  Principal  Financial  Group.® 

Each  and  every  one  of  them  receives  the  kind  of 
service  that  simplifies  even  the  most  complex 
financial  matters. 

From  health  care  to  retirement,  thel 
from  mortgages  to  life  insurance. 


And  the  kind  of  flexibility  that,  for  example, 
enables  us  to  manage  over  33,000  retirement  and 
40 1  (k)  plans  for  millions  of  individuals. 

Making  you  number  one  has  always  been  our 
real  strength. 

Strength  that  gives  you  an  edge  on  your  financial 
future.  The  Principal  Edge.® 

Visit  our  Internet  home  page  at 
http://www.principal.com  or  call 
l-800-986-EDGE(3343). 

Financial 
Group 

Life,  Health,  Dental  and  Disability  Insurance 
401(k)  •  HMO/PPO  •  Mutual  Funds  •  Securities  •  Annuities  •  Home  Mortgages 

©1996  Principal  Mutual  Life  Insurance  Company,  Des  Moines,  IA  50392-0150.  Products  and  services  offered  through  Principal  Mutual  Life  Insurance  Company(The  Principal)and  its  subsidiaries- 
Mutual  funds  distributed  through  Pnncor  Financial  Services  Corporation  (member  SIPC),  a  registered  broker  dealer.  Securities  through  Principal  Financial  Securities,  Inc.  (not  available  in  all  states). 
Managed  health  care  through  Principal  Health  Care,  Inc.  (not  available  in  all  states).  Home  mortgages  available  through  Principal  Residential  Mortgage,  Inc. 


iOLULTk. 


u  int  runpco  juus 


•Where  they  rank:  1995 

Company  - 

Sales 

Net 

Assets 

Market 

Cash 

Employees 

'  Sales 

Net  • 

Assets 

Market 

($mil) 

profits 

($mil) 

value 

flow 

(thou) 

profits 

value 

($mil) 

($mil) 

($mil) 

■ 

375 

441 

■ 

Nipsco  Industries 

1.722 

175.5 

4,000 

2,253 

376.6 

4.4 

404 

■ 

462 

■ 

NorAm  Energy 

2,965 

65.5 

3,666 

1,125 

212.6 

6.8 

290 

399 

■ 

317 

Nordstrom 

4,114 

165.1 

2,898 

4,008 

293.5 

35.0 

271 

110 

209 

109 

Norfolk  Southern 

4,668 

712.7 

10,905 

10,905 

1.126.2 

27.0 

■ 

■ 

498 

■ 

North  Fork  Bancorporation 

254 

52.2 

3,303 

585 

59.3 

0.9 

9/1/1 

917 

1  74(1 

989  i 

in  m>; 

9  JR9 

fiQ9  3 

449 

255 

316 

367 

Northern  States  Power 

2,587 

275.8 

6,229 

3,272 

647.9 

7.6 

■ 

321 

111 

399 

Northern  Trust 

1,782 

220.0 

19,934 

3,006 

298.0 

6.5 

176 

278 

350 

400 

Northrop  Grumman 

6,818 

252.0 

5,455 

3.004 

535.0 

384 

130 

210 

256 

269 

Northwest  Airlines 

9,085 

342.1 

8,412 

4,707 

700.2 

44.4 

155 

69 

32 

97 

Norwest 

7,582 

956.0 

72,134 

12.258 

1,267.8 

41.1 

■ 

223 

■ 

278 

Novell 

i  noc 

320.3 

2,jjj 

A  LI  1 

4.5/1 

A  1  C  A 

41b. 1 

"7  r 

344 

256 

■ 

241 

Nucor 

3,462 

274.5 

2,296 

5.401 

448.4 

6.1 

79 

60 

79 

55 

Nynex 

13,407 

1,069.5 

26,220 

21,080 

3,636.3 

68.2 

110 

147 

126 

150 

Occidental  Petroleum 

10,423 

511.0 

17,815 

8,137 

1.464.0 

18.5 

231 

471 

■ 

384 

Office  Depot 

5,313 

132.4 

2,531 

3.178 

197.2 

22.0 

457 

490 

■ 

1 

OfficeMax 

2,543 

125.8 

1,588 

2,007 

167.0 

14.5 

■ 

■ 

AC  A 

4b4 

Ogden 

1  tor 

L,  lob 

1  A 

ICO 

j.bb  J 

1,033 

11/. 0 

al  n 

45.0 

■ 

■ 

442 

■ 

Ohio  Casualty 

1.462 

99.7 

3,980 

1,301 

112.3 

3.9 

464 

225 

248 

356 

Ohio  Edison 

2,466 

317.2 

8,824 

3,395 

644.2 

5.0 

■ 

492 

■ 

■ 

Oklahoma  Gas  &  Electric 

1.302 

125.3 

2,755 

1,570 

257.4 

2.8 

■ 

447 

198 

1 

Old  Kent  Financial 

1,096 

141.8 

12,003 

1.797 

191.3 

5.1 

■ 

■ 

392 

1 

Old  National  Bancorp 

394 

51.7 

4,823 

836 

60.6 

2.2 

■ 

328 

303 

1 

Old  Republic  International 

1,696 

212.7 

6,594 

1,688 

212.7 

5.4 

376 

453 

■ 

■ 

Olin 

3,150 

139.9 

2,272 

2,158 

282.4 

12.9 

458 

■ 

■ 

1 

Olsten 

2,519 

90.5 

892 

1,997 

119.8 

8.4 

497 

452 

478 

381 

Omnicom  Group 

2,258 

140.0 

3,528 

3,196 

214.1 

17.8 

■ 

■ 

342 

■ 

OnBancorp 

461 

44.7 

5,567 

462 

54.8 

1.4 

■ 

■ 

450 

One  Valley  Bancorp  of  West  Virginia 

320 

49.1 

3,858 

537 

60.7 

2.0 

310 

144 

■ 

Oracle 

3,777 

518.6 

2,763 

21,275 

706.1 

19.2 

■ 

415 

■ 

■ 

Oryx  Energy 

1,014 

158.0 

1,666 

1,345 

456.0 

1.2 

403 

■ 

■ 

Owens  &  Minor 

2,976 

-11.3 

858 

351 

4.1 

3.1 

329 

305 

■ 

■ 

Owens  Corning 

3,612 

231.0 

3,261 

2,189 

356.0 

17.3 

309 

389 

352 

■ 

Owens-Illinois 

3,790 

169.1 

5,439 

1,890 

407.2 

28.4 

■ 

■ 

■ 

398 

Oxford  Health  Plans 

1,765 

52.4 

609 

3,009 

75.4 

3.0 

259 

277 

417 

1 

Paccar 

4,848 

252.8 

4,391 

1,914 

325.2 

14.4 

486 

362 

363 

■ 

Pacific  Enterprises 

2,343 

185.0 

5,259 

2.123 

428.0 

8.2 

124 

45 

77 

119 

Pacific  Gas  &  Electric 

9,622 

1,338.9 

26.850 

9,988 

2.788.4 

21.0 

131 

62 

143 

105 

Pacific  Telesis  Group 

9,042 

1,048.0 

15,841 

11,289 

2,912.0 

50.2 

298 

■ 

■ 

402 

PacifiCare  Health  Systems 

3,974 

116.0 

1,468 

2,976 

146.5 

4.1 

354 

150 

167 

221 

PacifiCorp 

3,401 

505.0 

14,015 

5,757 

971.2 

12.7 

■ 

■ 

■ 

460 

Paging  Network 

646 

-44.2 

1,228 

2,535 

104.8 

4.3 

230 

■ 

48 

■ 

PaineWebber  Group 

5,320 

80.8 

45,671 

2.051 

134.9 

16.1 

■ 

481 

■ 

388 

Pall 

902 

129.3 

1,104 

3,149 

177.0 

6.5 

■ 

■ 

■ 

397 

PanAmSat 

116 

17.5 

1,439 

3,025 

51.0 

0.2 

254 

230 

278 

295 

Panhandle  Eastern 

4.968 

303.6 

7,627 

4,399 

582.6 

5.2 

■ 

■ 

s 

270 

Parametric  Technology 

441 

90.6 

497 

4,702 

101.6 

1.7 

352 

292 

■ 

422 

Parker  Hannifin 

3,427 

239.3 

2,340 

2.790 

368.4 

30.6 

■  Not  on  500  list. 
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Compete  On  a  local  Budget  From 
San  Francisco  To  Sydney. 

It's  never  been  easier  for  American  business  to  reach 
overseas  markets.  Introducing  Global  Priority  Mail™  from  the 
U.S.  Postal  Service.  Fast,  reliable  delivery  that  gets  attention 
across  the  Atlantic,  the  Pacific  and  in  Canada.  And  prices  start 
as  low  as  $3.75,  less  than  you'd  probably  pay  to  send  a  package  across  town. 
For  more  information,  call  I  800  THE  USPS,  ext.  2002. 

UNITED  STATES   

POSTAL  SERVICE® 


§>  1996  USPS 


GX69 


,hMkiimiiUMJ 


unoco  juuo 


•Where  they  rank:  1995  - 

Company 

Sales 

Net 

Assets 

Market 

Cash 

Employees 

Sales 

Net 

Assets 

Market 

($mil) 

profits 

($mil) 

value 

flow 

(thou) 

profits 

value 

($mil) 

($mil) 

($mil) 

■ 

■ 

■ 

441 

Paychex 

311 

48.4 

216 

2.689 

61.2 

3.4 

443 

■ 

■ 

■ 

Payless  Cashways 

2,651 

-132.3 

1,345 

160 

-73.5 

18.3 

284 

123 

152 

215 

PECO  Energy 

4,186 

609.7 

14,961 

5,862 

1,183.9 

8.1 

348 

■ 

■ 

■ 

Penn  Traffic 

3,448 

-43.8 

1,801 

169 

47.0 

28.5 

32 

82 

133 

106 

JC  Penney 

21,419 

838.0 

17,102 

11,228 

1,179.0 

203.5 

4/0 

■ 

■ 

Pennzoil 

1,003 

I, /SI 

HA 

1U.I 

■ 

■ 

297 

■ 

People's  Bank 

608 

71.0 

6,862 

782 

89.3 

2.4 

■ 

■ 

■ 

432 

PeopleSoft 

228 

29.4 

314 

2,731 

44.4 

1.0 

19 

38 

83 

14 

PepsiCo 

30,421 

1,606.0 

25,452 

49,152 

3,346.0 

475.5 

117 

39 

187 

23 

Pfizer 

10,021 

1,572.9 

12,729 

40,068 

1.946.9 

42.1 

168 

101 

204 

54 

Pharmacia  &  Upjohn 

7,095 

738.7 

11,461 

21,089 

1,218.6 

34.5 

285 

96 

404 

291 

Phelps  Dodge 

4,185 

746.6 

4,646 

4,485 

970.1 

15.4 

490 

■ 

334 

■ 

PHH 

2,304 

78.1 

5,742 

925 

1,053.1 

4.9 

10 

4 

39 

5 

Philip  Morris  Cos 

53,139 

5,478.0 

53,811 

79,138 

7,149.0 

158.0 

81 

157 

200 

115 

Phillips  Petroleum 

13,368 

469.0 

11,978 

10,223 

1,406.0 

17.9 

■ 

345 

295 

491 

Pinnacle  West  Capital 

1,670 

199.6 

6,997 

2,374 

475.9 

7.2 

■ 

366 

■ 

296 

Pioneer  Hi-Bred  International 

1,555 

182.4 

1,531 

4,394 

257.5 

4.9 

334 

127 

268 

170 

Pitney  Bowes 

3,555 

583.1 

7,845 

7,310 

854.8 

30.3 

198 

176 

31 

122 

PNC  Bank 

6,110 

408.1 

73,404 

9,940 

576.9 

25.4 

■ 

■ 

488 

■ 

Portland  General 

984 

81.0 

3,448 

1.524 

183.3 

2.5 

■ 

■ 

291 

405 

Potomac  Electric  Power 

1,957 

94.4 

7,118 

2,962 

299.9 

4.7 

434 

220 

237 

335 

PP&L  Resources9 

2,752 

322.7 

9,492 

3,766 

753.3 

7.0 

170 

93 

320 

134 

PPG  Industries 

7,058 

767.6 

6,194 

9,237 

1.119.2 

31.2 

377 

268 

435 

236 

Praxair 

3,146 

262.0 

4,134 

5,446 

541.0 

18.0 

■ 

296 

■ 

379 

Premark  International 

2,213 

237.6 

2,471 

3,200 

370.7 

24.0 

■ 

■ 

■ 

442 

Premier  Industrial 

866 

114.8 

570 

2,682 

124.3 

4.5 

38 

312 

384 

340 

Price/Costco 

18.982 

224.9 

4,925 

3,686 

370.7 

37.1 

14 

13 

76 

11 

Procter  &  Gamble 

34,923 

2,835.0 

28,215 

57,058 

4,136.0 

99.2 

400 

280 

358 

374 

Progressive 

3,012 

250.5 

5,353 

3,217 

270.9 

7.8 

■ 

■ 

288 

■ 

Protective  Life 

880 

76.7 

7,231 

1,001 

82.2 

"  1.2 

■ 

■ 

318 

■ 

Provident  Bancorp 

519 

71.9 

6,205 

908 

84.5 

1.6 

456 

■ 

139 

■ 

Provident  Cos'0 

2,555 

115.6 

16,301 

1.499 

139.9 

3.2 

355 

209 

78 

312 

Providian 

3,388 

345.3 

26.839 

4,081 

387.3 

9.0 

■ 

■ 

399 

■ 

Prudential  Reinsurance  Holdings 

949 

0.7 

4,678 

1,117 

0.7 

0.5 

■ 

373 

419 

■ 

Public  Service  Co  of  Colorado 

2,111 

178,9 

4,354 

2,169 

324.2 

5.0 

197 

114 

132 

196 

Public  Service  Enterprise  Group 

6,164 

662.3 

17,171 

6,332 

1,411.6 

11.7 

■ 

462 

■ 

■ 

Puget  Sound  Power  &  Light 

1,179 

135.7 

3,269 

1,583 

243.3 

2.2 

203 

107 

391 

275 

Quaker  Oats 

5,954 

724.0 

4,824 

4,617 

921.9 

17.3 

■ 

■ 

■ 

476 

Qualcomm 

457 

34.3 

961 

2,449 

70.7 

2.5 

286 

■ 

■ 

■ 

Quantum 

4,174 

55.5 

1,894 

1,027 

145.3 

7.3 

■ 

■ 

497 

■ 

Quick  &  Reilly  Group 

411 

56.5 

3,311 

611 

60.9 

0.9 

212 

243 

7  395 

175 

Ralston  Purina 

5.804 

285.3 

4.806 

7.125 

494.3 

31.9 

■ 

■ 

404 

Raychem 

1,602 

64.4 

'  1,452 

2,968 

145.6 

9.5 

■ 

446 

■ 

Rayonier 

1.260 

142.3 

1,648 

1.078 

238.3 

2.8 

97 

87 

230 

93 

Raytheon 

11,716 

792.5 

9,740 

12.426 

1,163.9 

66.7 

a 

I 

448 

■ 

RCSB  Financial11 

321 

37.8 

3.871 

335 

46.0 

1.5 

■ 

435 

■ 

Read-Rite 

1,083 

146.6 

944 

882 

226.2 

20.8 

375 

290 

257 

Reader's  Digest  Association 

3,151 

240.3 

2,121 

4,977 

287.0 

6.2 

■  Not  on  500  lis!         1  ierly  Pennsylvania  Power  &  Light.    '"Formerly  Provident  Life  &  Accident.    "Formerly  Rochester  Community  Savings  Bank. 
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jlilATJuJ^  JHJJJ.  mJLil 


mm  uuwj 


-Sales 

-Where  they  rank:  1995 
Net  Assets 
profits 

Market 
value 

Company 

Sales 
($mil) 

Net 
profits 
($mil) 

Assets 
($mil) 

Market 
value 
($mil) 

Cash 
flow 
($mil) 

Employees 
(thou) 

340 

402 

■ 

■ 

Reebok  International 

O  A  0 1 

3,481 

164.8 

1  c  cc 

1,656 

2.151 

203.4 

6.7 

■ 

378 

172 

437 

Regions  Financial 

1,177 

172.8 

13.709 

2,715 

193.0 

6.1 

416 

■ 

224 

■ 

Reliance  Group  Holdings 

o  nnc 
Z,9Ub 

91.4 

n  noo 

9.988 

noo 

922 

91.4 

9.0 

■ 

407 

1  A  c 

14b 

■ 

ReliaStar  Financial 

o  non 

z.uyu 

1  CO  7 

Ibo./ 

1  C  Cl  0 

i  C/in 
l.b4U 

17/11 

1/4.1 

O  Q 

2.8 

422 

239 

51 

376 

Republic  New  York 

2,860 

288.6 

43.882 

3,208 

362.1 

5.2 

252 

■ 

■ 

■ 

Revco  DS 

5,034 

77.2 

2,261 

1.867 

179.6 

32.0 

165 

186 

070 

Hi 

O  TO 

338 

Reynolds  Metals 

7  010 

/.ZlO 

ooo  n 
JOS  U 

7  7/in 
/./4U 

0  710 

o,/lo 

7nn  n 

00  c 

29. b 

244 

199 

247 

145 

Rhone-Poulenc  Rorer 

C  1  /10 

5,142 

356.5 

o  noo 

8.98/ 

o  oon 

8.339 

581.7 

26.5 

372 

■ 

■ 

■ 

Richfood  Holdings 

O  1  cc 

3.1bb 

one 
34.D 

ccn 

559 

ocn 

860 

62.1 

2.7 

■ 

■ 

000 

398 

■ 

Riggs  National 

070 
070 

07  0 

8/.0 

A  700 

4,/oJ 

ocn 
obU 

oo  c 

yy.o 

1  c 

l.b 

228 

421 

■ 

435 

Rite  Aid 

c  ocn 
5,3b9 

1  CC  0 

155.2 

o  ono 

2,/92 

0  700 

2,122 

269.9 

36.7 

58 

119 

69 

136 

RJR  Nabisco 

16,008 

627.0 

31,518 

9,110 

1.798.0 

73.3 

491 

■ 

■ 

■ 

Roadway  Express 

o  oon 
2,289 

1  O  7 

-12./ 

7  1  A 
/14 

oon 

280 

cn  n 

59.0 

26.5 

78 

92 

i  m 

19/ 

n/l 

94 

Rockwell  International 

i o  /ion 
13,420 

ocn  o 
/b9.3 

i  o  no7 
12. U2/ 

1  o  a  i  n 
1/.41U 

i  occ  n 

1.366.0 

11  0 

304 

238 

445 

271 

Rohm  &  Haas 

OOOI 

3,884 

ono  n 

292.0 

o  n  l  c 

3.916 

A  C7n 

4,6/9 

534.0 

11.9 

■ 

■ 

0/1C 

24b 

■ 

Roosevelt  Financial  Group 

coo 
bll 

yl  c  1 
40.1 

o  ni o 

77Q 

/in  a 
49.4 

1  0 

1.2 

485 

■ 

■ 

280 

Rubbermaid 

O  O  il  A 

2,344 

59.8 

i  cno 

1,692 

4,541 

163.9 

14.1 

242 

420 

329 

■ 

RvHpr  Svstpm 

5,167 

155.4 

5.894 

2,171 

819.5 

43.8 

317 

183 

120 

294 

Safeco 

3,723 

399.0 

18,768 

4,410 

450.7 

7.5 

54 

217 

365 

213 

Safeway 

i  c  ono 
lb, 398 

OOO  0 

328.3 

5,194 

5,877 

658.0 

112.0 

■ 

480 

■ 

434 

St  Jude  Medical 

724 

129.4 

1,016 

2,724 

169.7 

2.3 

■ 

■ 

437 

■ 

St  Paul  Bancorp 

312 

36.4 

4,117 

475 

43.1 

1.1 

OOC 

lib 

1  /10 
14/ 

1  1  A 

114 

OQO 

/oZ 

bt  Haul  Los 

c  in  n 

COl  0 

321.2 

1  O  CC7 

iy,bo/ 

A  COC 

4,b35 

CIO  1 

bl/.l 

IOC 

12. b 

1  Q7 

iy/ 

/I /I 
44 

OC/1 

Zb4 

Sallie  Mae 

0.  Ql  7 
0,31/ 

O.CC  Q 

obo  o 

CA  nno 

4.8U1 

OCC  0 

Jbb.o 

A  Q 

4.y 

lob 

1  cn 
IbU 

8 

000 

3Z9 

Salomon 

Q  OOO 

8,93o 

/ic7  n 
4b/. U 

100  100 

188,4/8 

o  oco 
3.85y 

con  n 
5/0.0 

O  7 
8./ 

A  1 

41 

81 

l  no 
192 

7n 
ID 

Sara  Lee 

1  O  0 0  c 

18,335 

occ  n 
85b.  U 

1  o  oon 

12,38y 

1  C  07/1 

15,9/4 

1  A  70  n 

1.4/0.0 

149.1 

00 
00 

00 

16 

inn 
1UU 

OA 

34 

SBC  Communications12 

i o  con 
12,b/0 

i  oon  o 
1,889.3 

oo  nno 
22.U03 

01  1/10 

31,142 

a  ncn  o 
4,059./ 

cn  l 
59.1 

■ 

391 

/ino 

408 

440 

Scana 

1,353 

168.3 

4,534 

2.704 

386.1 

4.5 

0/1 C 
Z4D 

/  / 

41)1 

CO 

Do 

Schering-Plough 

C  1  f\A 

D.1U4 

ooc  c 
88b. b 

A  ccc 

4,bbo 

01  100 

/l.l// 

1  O/IO  7 

l,U4o./ 

on  c 

0.80 
08U 

lib 

070 

z/y 

Charles  Schwab 

1  777 
1,11 1 

1  70  C 

1/Z.b 

i  n  ceo 

A  CCQ 

4,ob8 

1A 1  A 
Z41.4 

7  0. 

/.y 

ooo 
OOO 

■ 

■ 

■ 

SCI  Systems 

3,514 

62.3 

1.269 

1,047 

116.5 

13.2 

■ 

A  CO 

4b8 

■ 

354 

EW  Scripps 

1,030 

133.4 

1.656 

3.421 

200.0 

8.3 

OOO 

ILL 

1  Q/l 
184 

/ICO 
4D2 

onn 
ZU9 

Seagate  Technology 

c  /ino 

5.493 

on/i  n 

394.0 

o  oon 

3.830 

c  ooo 

5.888 

ccn  c 
65U.0 

C  A  O 

b4.j 

1 o. 

C/1 
D4 

cc 
bb 

CO 

D8 

Sears,  Roebuck 

i  a  noc 
34,9/5 

i  noc  n 
1.U25.U 

oo  ion 
33,130 

i  n  C70 
19.5/3 

1  ccc  n 

I.bbb.U 

07c  n 
Z/5.0 

8 

OC/1 

004 

07C 

lib 

OO/i 
234 

Service  Corp  International 

1,652 

1  00  c 

183.6 

7  CC  A 

/,6b4 

C  A  CO 

5.453 

ooo  n 
28/. 0 

on  l 
Z0.1 

one 
295 

■ 

■ 

■ 

Service  Merchandise 

4,019 

50.3 

1,941 

561 

1 14.9 

27.8 

4/u 

■ 

■ 

■ 

Shaw  Industries 

2,870 

64.4 

1,665 

1.581 

155.3 

24.7 

0C0 
000 

0/1/1 

o44 

■ 

339 

Sherwin-Williams 

3,274 

200.7 

2.141 

3.712 

278.6 

18.2 

■ 

4/4 

■ 

410 

Sigma-Aldrich 

960 

131.7 

985 

2.932 

172.6 

5.6 

■ 

/ICC 
4bb 

ono 
208 

■ 

Signet  Banking 

1,145 

133.8 

11,013 

1.462 

164.4 

4.4 

/1G1 
4bl 

00/1 

oll4 

■ 

000 

323 

Silicon  Graphics 

2,497 

231.4 

2.265 

3.943 

350.8 

6.3 

00J 

Smith's  Food  &  Drug  Centers 

Af\  C 

-4U.0 

1  CQC 

l.bob 

cno 
bUo 

G/1  C 

b4.o 

1  7  c. 
1/0 

468 

■ 

■ 

■ 

Solectron 

2,435 

98.3 

•  1,229 

2,169 

164.8 

8.8 

■ 

351 

483 

406 

Sonat 

1,990 

192.9 

3.511 

2,962 

491.6 

2.0 

438 

404 

■ 

470 

Sonoco  Products 

2,706 

164.5 

2,115 

2,495 

290.4 

18.1 

129 

57 

70 

74 

Southern  Co 

9,180 

1,103.0 

30,554 

15,483 

2,361.0 

30.4 

a 

374 

108 

426 

Southern  National 

1,775 

178.1 

20,493 

2,777 

227.9 

7.7 

■ 

390 

■ 

465 

Southern  New  England  Telecommunications 

1,839 

168.8 

2,724 

2,513 

514.8 

9.4 

■  Not  on  500  list.    ,2Formerly  Southwestern  Bell. 


Forbes  ■  April  22,  1996 


When  it  comes  to  choosing  an  employee  dental  plan, 
weVe  raised  the  options  and  lowered  the  price. 

Introducing  the  Choice  Dental  Plan  from    to  pay—  thanks  to  our  expertise  in  managing 
Blue  Cross  of  California.  The  revolutionary    plan  utilization  and  negotiating  fees  with 
new  plan  that  offers  employees  PPO,  HMO 
and  out-of-network  dental  care,  plus  the 
flexibility  to  change  plans  as  often  as  they 
want. 

And  now,  most  of  our  plans  can  deliver 
all  of  those  options  for  considerably  less 
than  you  and  your  employees  would  expect 


Blue  Cross  of  California  is  an  Independent  Licensee  of  the  Blue  Cross  Association.  ®  A  registered  trade  mark  of  the  Blue  Cross  Association.  ©  1996  Blue  Cross  of  California. 


thousands  of  participating  dentists. 

If  your  company  has  50  or  more  employees, 
call  your  local  Blue  Cross  broker,  consultant 
or  group  sales  office  for  more  information. 
And  we'll  show  you  a  plan  to  keep  everyone 
smiling.  Including  Accounts  Payable. 


Blue  Cross  of  California, 


'Where  they  rank:  1995 

Company 

Sales 

Net 

Assets 

Market 

Cash 

Employees 

Sales 

Net 

Assets 

Market 

($mil) 

profits 

($mil) 

value 

flow 

(thou) 

profits 

•jimSP' .. 

value 

($mil) 

($mil) 

($mil) 

374 

m 

397 

328 

Southern  Pacific  Rail 

3,151 

-3.4 

4.749 

3,864 

157.9 

18.5 

210 

393 

■ 

■ 

Southland 

5,825 

167.6 

2,081 

1,358 

334.0 

25.9 

I 

346 

107 

486 

SouthTrust 

1,693 

199.0 

20,787 

2,406 

246.5 

7.6 

419 

365 

■ 

288 

Southwest  Airlines 

2,873 

182.6 

3,256 

4,494 

356.7 

18.4 

■ 

498 

■ 

■ 

Southwestern  Public  Service 

853 

122.7 

1,935 

1,309 

185.3 

2.2 

1 

OCA 
£04 

C-ntrAroian  Ranrnfn 
oUVciclgil  Ddiiiurjj 

SI  q 

DO. 4 

O.U  /  0 

Jc\J 

00. u 

1.0 

370 

■ 

■ 

■ 

Spiegel 

3,184 

-9.5 

2,274 

1.118 

51.3 

141 

86 

70 

150 

95 

Sprint 

12,765 

946.1 

15,089 

12,407 

2.412.5 

48.5 

■ 

■ 

178 

■ 

Standard  Federal  Bancorp 

991 

119.5 

13,276 

1,284 

149.2 

2.9 

447 

■ 

■ 

478 

Stanley  Works 

2,624 

59.1 

1,670 

2,443 

140.3 

19.8 

388 

■ 

■ 

393 

Staples 

3,068 

73.7 

1,403 

3,063 

117.3 

8.2 

■ 

4bU 

£JD 

■ 

Mar  Banc 

843 

1  ODD 

O  £.11 

1  Q1Q 

1  7fl  1 
1  /U.J 

1  Q 

3.0 

466 

283 

81 

327 

State  Street  Boston 

2,446 

247.1 

25.785 

3,872 

358.2 

12.5 

■ 

444 

■ 

■ 

Sterling  Chemicals 

981 

143.7 

611 

710 

187.0 

1.2 

160 

167 

310 

■ 

Stone  Container 

7,351 

444.5 

6,399 

1,425 

816.3 

27.5 

289 

■ 

■ 

■ 

Stop  &  Shop  Cos 

4,116 

68.6 

2,215 

1,343 

168.7 

33.5 

■ 

■ 

■ 

462 

StrataCom 

332 

52.5 

295 

2,523 

76.2 

0.8 

■ 

■ 

■ 

4oU 

Stryker 

OIL 

Q7  n 

67. U 

ODD 

0  A1A 

I  Id./ 

A  A 

4.4 

■ 

■ 

387 

■ 

Sumitomo  Bank  of  California 

416 

-106.9 

4,856 

414 

-101.4 

1.5 

■ 

289 

104 

386 

Summit  Bancorp 

1,720 

242.9 

21,537 

3.174 

286.9 

7.7 

143 

310 

367 

■ 

Sun  Co 

8,370 

227.0 

5,184 

2,150 

575.0 

13.8 

189 

165 

■ 

144 

Sun  Microsystems 

6,390 

446.5 

3,268 

8,409 

725.7 

14.5 

■ 

327 

125 

444 

SunAmerica 

1,122 

213.9 

17,844 

2,638 

213.9 

1.2 

■ 

■ 

490 

Sundstrand 

1,473 

79.0 

1,593 

2,385 

156.0 

9.2 

315 

129 

47 

156 

SunTrust  Banks 

3,740 

565.5 

46,471 

7.909 

699.2 

19.4 

52 

412 

420 

■ 

Supervalu 

16,530 

161.0 

4,339 

2,136 

372.7 

43.5 

■ 

■ 

267 

494 

Synovus  Financial 

957 

114.6 

7,928 

2,347 

150.7 

6.1 

87 

265 

496 

205 

Sysco 

12,722 

266.8 

3,311 

6,052 

401.9 

28.1 

495 

■ 

■ 

■ 

Tandem  Computers 

2,263 

74.3 

1,801 

1,042 

254.5 

8.4 

209 

329 

■ 

417 

Tandy 

5.839 

212.0 

2,722 

2.886 

304.0 

44.4 

■ 

■ 

287 

■ 

TCF  Financial 

740 

61.7 

7.240 

1,255 

83.0 

4.2 

384 

■ 

■ 

Tech  Data 

3,087 

21.5 

1,044 

574 

38.9 

2.4 

■ 

361 

485 

423 

TECO  Energy 

1,392 

186.1 

3,473 

2,787 

360.8 

4.4 

■ 

■ 

292 

Tele-Communications-Liberty  Media  Group 

1.433 

-25.1 

2,701 

4,471 

-25.1 

6.1 

253 

■ 

102 

89 

Tele-Communications-TCI  Group 

5,022 

-24.0 

21,900 

12.963 

-24.0 

32.0 

452 

411 

■ 

■ 

Teledyne 

2,568 

162.0 

1,606 

1.621 

232.4 

18.0 

■ 

■ 

486 

429 

Telephone  &  Data  Systems 

954 

104.0 

3,469 

2,765 

305.0 

5.8 

■ 

■ 

305 

Tellabs 

635 

115.6 

552 

4,174 

139.3 

2.7 

345 

248 

185 

461 

Temple-Inland 

3.461 

281.0 

12,764 

2,525 

506.0 

15.2 

269 

193 

263 

304 

Tenet  Healthcare 

4.671 

375.9 

8,141 

4.260 

658.5 

58.7 

137 

102 

175 

129 

Tenneco 

8,899 

735.0 

13,451 

9,621 

1.184.0 

57.5 

■ 

414 

■ 

■ 

Teradyne 

1,191 

159.3 

1,024 

1,522 

202.4 

4.8 

■ 

406 

■ 

■ 

Terra  Industries 

2.216 

163.9 

'  1,868 

1,045 

230.0 

3.3 

12 

105 

85 

50 

Texaco 

35,551 

728.0 

24,937 

21,562 

3,113.0 

29.0 

83 

59 

243 

121 

Texas  Instruments 

13,128 

1.088.0 

9,215 

9,943 

1.844.0 

58.0 

219 

a 

105 

140 

Texas  Utilities 

5,639 

-138.6 

21,536 

8,836 

587.0 

11.3 

120 

154 

94 

189 

Textron 

9,973 

479.0 

23,172 

6,622 

894.0 

55.0 

■ 

451 

456 

243 

Thermo  Electron 

2,207 

140.1 

3,745 

5,331 

225.1 

12.3 

■  Not  on  500  list. 
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two  r> 

chu 


Using  the  very  latest  technology. 


AND  WORKING  WITH  THE  BEST  BROKERS, 


BANKERS.  INVESTORS.  AND  REAL  ESTATE 


PROFESSIONALS  IN  THE  FIELD.  WE  MEET 


THE  BORROWING  NEEDS  OF  HOME  BUYERS 


NATIONWIDE.  ALL  OF  WHICH  HAS  HELPED 


US  BECOME  THE  NATION'S  LEADING  HOME 


LENDER.  TWO  MINUTES  AT  A  TIME.  CONNECT 


WITH  COUNTRYWIDE  THROUGH  THE  NET 


AT:  HTTP.7/WWW.COUNTRYWIDE.COM. 


■ 


Equal  Housing  Lender  ©1996  Countrywide  Home  Loans.  Inc.  Trade/service  marks 
I  ~  I  are  the  property  of  Countrywide  Credit  Industries,  Inc.  and/or  its  subsidiaries.  3/96. 


r 


|§  Countrywide* 

HOME  LOANS,  INC. 


>j>LJIJjHUililJ_' 


J  JUMP 


"vWhere  they  rank:  1995 

Company 

Sales 

Net 

Assets 

Market 

Cash 

Employees 

Sales 

Net 

Assets 

Market 

($mil) 

profits 

($mii) 

value 

flow 

(thou) 

profits 

value 

($mil) 

($mil) 

($mil) 

■ 

396 

■ 

171 

3Com 

1,792 

167.1 

1,254 

7,297 

230.1 

3.1 

■ 

■ 

■ 

451 

360°  Communications  ■ 

834 

-1.7 

1,973 

2,597 

113.0 

3.1 

■ 

■ 

300 

■ 

TIG  Holdings 

1,875 

118.0 

6,683 

1,854 

118.0 

2.3 

150 

■ 

98 

66 

Time  Warner 

8,067 

-124.0 

22.132 

17,073 

435.0 

59.4 

349 

■ 

453 

318 

Times  Mirror 

3,448 

-394.8 

3,817 

4,003 

-222.1 

23.1 

978 

■ 

■ 

TIX  Cn<; 

4,448 

29.6 

2.746 

1.892 

115.5 

48  0 

■ 

445 

241 

387 

Torchmark 

2,067 

143.2 

9.346 

3,156 

152.8 

2.9 

162 

■ 

■ 

■ 

Tosco 

7,284 

77.1 

2,000 

1,705 

187.1 

3.5 

127 

431 

254 

167 

Toys  'R'  Us 

9,427 

148.1 

8,437 

7,442 

333.2 

57.0 

357 

■ 

■ 

Trans  World  Airlines 

3,317 

-227.5 

2,952 

793 

-227.5 

22.8 

199 

156 

45 

251 

Transamerica 

6.101 

470.5 

47.945 

5.186 

777.1 

10.6 

■ 

4/o 

440 

Transatlantic  Holdings 

1,103 

ni  q 

l.jji 

ni  o 

U.o 

46 

32 

18 

Travelers  Group 

17,624 

1,834.0 

114,475 

19.861 

2.138.0 

50.0 

■ 

254 

■ 

307 

Tribune 

2,245 

278.2 

3.288 

4,136 

399.2 

10.5 

462 

■ 

■ 

■ 

Trinity  Industries 

2,474 

109.2 

1,420 

1,423 

173.1 

16.5 

■ 

■ 

381 

1 

Trustmark 

408 

59.8 

4,993 

751 

77.2 

2.2 

115 

166 

330 

219 

TRW 

10.172 

446.2 

5,890 

5,773 

956.2 

65.4 

■ 

■ 

■ 

Turner 

O.Z81 

1 o. 

L.J 

70.3 

48 

10  Q 

U.O 

o  c 

1.0 

350 

■ 

416 

212 

Turner  Broadcasting  System 

3,437 

102.7 

4.395 

5.880 

182.6 

6.0 

260 

258 

474 

235 

Tyco  International 

4,843 

273.0 

3,559 

5.452 

412.8 

34.0 

215 

333 

412 

370 

Tyson  Foods 

5,732 

210.2 

4,498 

3,261 

424.3 

59.9 

126 

51 

137 

81 

U  S  West  Communications  Group 

9,484 

1,184.0 

16.585 

14.566 

3.226.0 

51.1 

481 

439 

252 

127 

U  S  West  Media  Group 

2,374 

145.0 

8,615 

9,682 

394.0 

10.2 

64 

192 

203 

469 

UAL 

14,943 

378.0 

11,728 

2,496 

1,102.0 

76.4 

437 

■ 

■ 

■ 

Ultramar 

2.714 

47.6 

1,971 

1,267 

106.2 

2.9 

■ 

■ 

314 

■ 

UMB  Financial 

501 

52.2 

6,281 

725 

75.6 

3.9 

174 

115 

93 

186 

Unicom 

6.910 

659.5 

23.247 

6.717 

1,608.9 

18.3 

■ 

337 

116 

■ 

Union  Bank 

1,550 

207.3 

19.518 

1,947 

255.7 

7.1 

283 

163 

390 

345 

Union  Camp 

4,212 

451.1 

4.838 

3,551 

738.8 

18.6 

208 

74 

315 

194 

Union  Carbide 

5.888 

925.0 

6.256 

6,415 

1.231 0 

11.8 

■ 

227 

298 

319 

Union  Electric 

2,103 

314.1 

6,754 

3.996 

573.0 

6.2 

157 

71 

117 

82 

Union  Pacific 

7,486 

946.0 

19,446 

14.443 

1,588.0 

49.5 

■ 

464 

206 

■ 

Union  Planters 

994 

135.4 

11,277 

1,336 

169.7 

5.3 

194 

a 

292 

■ 

Unisys 

6,202 

-624.6 

7.113 

1.114 

-229.0 

41.9 

■ 

■ 

454 

■ 

United  Carolina  Bancshares 

331 

44.2 

3,786 

537 

53.3 

1.7 

221 

242 

317 

107 

United  HealthCare 

5,511 

286.0 

6,216 

11.107 

380.4 

14.0 

414 

216 

68 

262 

US  Bancorp 

2.917 

329.0 

31,794 

4,854 

458.0 

14.7 

337 

190 

■ 

174 

US  Healthcare 

3,518 

380.7 

1,667 

7,182 

413.9 

4.6 

496 

■ 

■ 

■ 

US  Industries 

2,262 

-20.0 

1,742 

1.084 

39.0 

20.9 

■ 

■ 

■ 

216 

US  Robotics 

1.092 

95.7 

746 

5,858 

109.9 

2.4 

■ 

■ 

■ 

431 

US  Satellite  Broadcasting 

108 

-91.4 

150 

2,739 

-70.1 

0.1 

on 

29 

95 

140 

87 

United  Technologies 

22.624 

750.0 

15,958 

13.502 

1.594.0 

171.1 

■ 

427 

394 

■ 

Unitrin 

1.447 

150.6 

'  4,819 

1,848 

150.6 

7.5 

336 

■ 

■ 

■ 

Universal 

3,525 

43.7 

2,050 

951 

92.4 

30.0 

164 

270 

225 

157 

Unocal 

7,235 

260.0 

9,891 

7,884 

1,342.0 

12.8 

288 

247 

154 

303 

UNUM 

4.123 

281.1 

14.788 

4.288 

281.1 

7.1 

158 

■ 

296 

■ 

USAir  Group 

7.474 

119.3 

6.955 

1.126 

471.7 

43.8 

346 

334 

157 

■ 

USF&G 

3,459 

209.4 

14.651 

1.854 

234.4 

5.9 

■  Not  on  500  list. 
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DISCUSS 
NEGOTIATE 
SIGN 
FAX 
COPY 
PRINT 

naked 


With  a  fax/printer/copy  machine,  a  speakerphone,  a  dataport, 


voicemail,  a  coffee  maker,  breakfast  allowance,  and  a  compli- 
mentary newspaper  in  your  room  you'll  be  able  to  work  like 


destinations  worldwide.  For  more  information  call  your  travel 


counselor  or  800.228.3000.  http://www.westin.com 


1 


Westin 

Hotels  &.  Resorts® 


Where  they  rank:  1995- 

Company 

Sales 

Net 

Assets 

Market 

Cash 

Employees 

Sales 

Net 

Assets 

Market 

($mil) 

profits 

($mil) 

value 

flow 

(thou) 

profits 

value 

($mil) 

($mil) 

($mil) 

467 

■ 

m 

■ 

USG 

2.444 

—32.0 

1.890 

1,188 

35.0 

12.4 

■ 

■ 

266 

■ 

USLife 

1.740 

105.4 

7,931 

1,009 

119.1 

2.1 

■ 

170 

■ 

200 

UST  Inc 

1,300 

429.8 

785 

6.269 

458  9 

4.1 

101 

■ 

222 

232 

USX-Marathon 

11.163 

-83.0 

10,109 

5,497 

798.0 

210 

188 

232 

307 

396 

USX-US  Steel 

6,456 

303.0 

6,521 

3,027 

621.0 

20.8 

4£0 

447 

UtiliCorp  United 

2.799 

79.8 

3.886 

1.338 

235.4 

4.7 

398 

■ 

■ 

■ 

Valero  Energy 

3.020 

59.8 

2,877 

1,083 

195.1 

1.7 

■ 

■ 

406 

■ 

Valley  National  Bancorp 

338 

62.6 

4.586 

911 

70.6 

1.3 

■ 

441 

■ 

■ 

Varian  Associates 

1.581 

144.1 

954 

1.558 

199.7 

6.6 

479 

491 

■ 

■ 

Varity 

2,375 

125.5 

1,835 

1.619 

214.1 

10.1 

488 

■ 

■ 

459 

Vencor 

2,324 

8.4 

1,912 

2,542 

97.8 

61.0 

9/19 

mo 

4oj 

J44 

vr 

S  062 

J.UUt 

1S7  ? 

J, 44  / 

J,  JO  J 

JtJ.U 

fifi  n 

OD. u 

98 

316 

75 

84 

Viacom 

11,689 

222.5 

29.026 

14.372 

1.042.9 

54.7 

247 

■ 

■ 

■ 

Vons  Cos 

5,071 

68 1 

2,187 

1,355 

190.9 

29.0 

■ 

398 

■ 

■ 

Vulcan  Materials 

1.461 

166.2 

1,216 

1,945 

276.9 

6.8 

297 

■ 

■ 

■ 

Waban 

3.978 

73.0 

1,332 

855 

119.6 

17.2 

312 

126 

49 

161 

Wachovia 

3,755 

602.5 

44,981 

7,590 

693.1 

15.8 

1 A 
14 

JO 

19 

\Wal  Mart  ^tnroc 

JJ.VL  I 

v  Qnn 

J/,jUU 

J4.  JjU 

&  fun  n 

040  J 

104 

215 

482 

152 

Walgreen 

10.682 

330.5 

3.512 

7.969 

462.0 

65.0 

171 

98 

m 

86 

Warner-Lambert 

7,040 

739.5 

6,101 

13.951 

941.5 

36.5 

■ 

■ 

389 

■ 

Washington  Federal 

371 

77.9 

4,843 

904 

83.3 

0.6 

■ 

354 

103 

■ 

Washington  Mutual 

1,625 

190.6 

21.633 

2,122 

215.5 

4.4 

■ 

356 

■ 

377 

Washington  Post 

1,719 

190.1 

1,733 

3.205 

287.4 

6.9 

382 

370 

■ 

362 

WellPoint  Health  Networks 

O  1  A7 
3,1U/ 

1  on  n 

o  c  7n 

2.6/9 

O  O  A  C 

3.34b 

om  o 
2U1.0 

O  0 

3.0 

237 

63 

43 

104 

Wells  Fargo 

5,246 

1,032.0 

50.316 

11.349 

1.304.0 

19.5 

■ 

■ 

■ 

395 

Western  Atlas 

2.226 

99.8 

2.489 

3.039 

306.7 

14.4 

470 

■ 

■ 

■ 

Western  Digital 

2.430 

90.8 

906 

852 

140.6 

7.6 

■ 

■ 

242 

■ 

Western  National 

570 

7.3 

9,314 

998 

44  7 

0.3 

■ 

367 

346 

■ 

Western  Resources 

1.572 

181.7 

5,491 

1,870 

364.6 

4.2 

192 

■ 

136 

166 

Westinghouse  Electric 

6,296 

15.0 

16.752 

7,524 

233.0 

77.8 

361 

236 

424 

385 

Westvaco 

3,280 

296.5 

4,305 

3,175 

529.8 

14.2 

96 

86 

179 

137 

Weyerhaeuser 

11,788 

799.0 

13,253 

9.060 

1.420.0 

38.0 

145 

335 

271 

300 

Whirlpool 

8,347 

209.0 

7,800 

4.324 

491.0 

42.2 

406 

467 

■ 

482 

Whitman 

2,947 

133.5 

2,363 

2,430 

241.8 

16.1 

305 

145 

490 

371 

Willamette  Industries 

3,874 

514.8 

3.414 

3.258 

764.0 

12.7 

424 

47 

218 

252 

Williams  Cos 

2,856 

1.318.2 

10.495 

5,136 

1.687.6 

9.1 

■ 

■ 

356 

■ 

Wilmington  Trust 

505 

90.0 

5,372 

1.104 

100.6 

2.3 

91 

288 

■ 

245 

Winn-Dixie  Stores 

12,567 

243.0 

2,691 

5.324 

471.4 

86.9 

■ 

301 

407 

394 

Wisconsin  Energy 

1,770 

234.0 

4,561 

3.048 

474.8 

4.7 

114 

125 

121 

78 

WMX  Technologies 

10,248 

603.9 

18.695 

14.916 

1.481.6 

708 

147 

■ 

484 

■ 

Woolworth 

8.224 

-164.0 

3,506 

2,112 

75.0 

86.5 

0.91; 

OC/1 

one 

-  306 

149 

WorldCom13 

3.640 

267.7 

6.552 

8.198 

578  9 

■ 

315 

■ 

179 

Wm  Wrigley  Jr 

1.755 

223.7 

"  1,099 

6.902 

267.5 

7.2 

51 

■ 

80 

83 

Xerox 

16,611 

-472.0 

25.969 

14.423 

188.0 

86.4 

■ 

■ 

■ 

447 

Xilinx 

520 

87.4 

671 

2.617 

99.7 

1.0 

390 

E 

■ 

■ 

Yellow 

3,057 

-30.1 

1,435 

316 

105.1 

35.0 

411 

■ 

■ 

■ 

York  International 

2,930 

-96.1 

1,927 

2.073 

-34.6 

17.5 

■ 

■ 

338 

■ 

Zions  Bancorporation 

517 

81.3 

5,621 

1.040 

95.6 

2.8 

■  Not  on  500  list.    "Formerly  LDDS  Communications. 
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can  help 

you  build 
a  strong 

for  your 
f  amily. 


The  Guardian  Life 
Insurance  Company 
of  America  offers 
today's  intelligent 
financial  tools. 

It  takes  the  right  financial  tools  to 
build  a  strong  future  for  your  family. 
Today,  the  most  intelligent  tool  to  do 
the  job  is  a  Guardian  Life  Insurance 
Policy.  As  your  policies  grow  in  value, 
they  can  help  finance  college  educations, 
a  new  home,  even  your  retirement. 

In  fact,  a  Guardian  Life  Insurance 
Policy  should  be  the  centerpiece  of 
your  personal  financial  planning. 
First,  because  The  Guardian  has  been 
helping  build  strong  futures  for  families 
for  over  136  years.  And  second,  because 
Guardian  life  insurance  incorporates 
the  best  features  of  every  other  financial 
product:  from  flexibility  and  minimum 
risk  to  minimum  taxes. 

We  would  like  to  hammer 
home  one  point. 

Guardian  Life  Insurance  is  from 
The  Guardian  Life  Insurance  Company 
of  America  -  one  of  the  strongest 
financial  companies  in  America*  Every 
year,  year  after  year,  The  Guardian 
received  the  highest  ratings  from  the 
leading  independent  ratings  services.** 

Call  1-800-662-1006  now  and  learn 
why  The  Guardian  is  The  Intelligent 
Choice  for  Life  Insurance,  Group 
Insurance,  Reinsurance,  Disability 
Income  Insurance,  Equity  Products*** 
or  Group  Pensions. 


^  The  Guardian 

The  Intelligent  Choice" 

Since  1860 


'Financial  information  for  The  Guardian  Life  Insurance  Company  of 
America  as  of  12/31/94:  Assets  =  $9.9  billion;  Liabilities  =  $8.9  billion 
(Includes  $6.8  billion  in  reserves);  Surplus    $1.0  billion 
**As  of  January  1996.  the  ratings  received  were  Moody's  Investors 
Service:  Aaa;  Standard  &  Poor's:  AAA,  Duff  &  Phelps:  AAA;  and  A  M 
Best:  A++. 

'"Equity  products  are  offered  through  Guardian  Investor  Services 
Corporation*,  an  indirect  wholly-owned  subsidiary  of  The  Guardian 
Life  Insurance  Company  of  America. 

©1996  The  Guardian  Life  Insurance  Company  of  America 
201  Park  Avenue  South,  New  York,  NY  lOOO.'l 
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Wall  Street 

Predictions  about  earnings  are  often  wrong. 
Investors  can  sometimes  make  money 
betting  against  them. 


By  Gustavo  Lombo 

Stocks  have  doubled  since  early  1991 .  Does  Dow  5600 
give  you  vertigo?  It  doesn't  for  most  analysts. 

Check  out  the  earnings  forecasts  in  this  table.  These  787 
stocks  are  trading  at  an  average  of  1 6  times  estimated  1 996 
earnings.  Historically,  stocks  have  averaged  a  multiple  of 
14  times  trailing  earnings.  So,  if  1996  turns  out  to  be  as 
profitable  as  the  analysts  expect,  stocks  are  only  a  little 
ahead  of  themselves  now.  But  if  the  security  analysts  are 
too  optimistic,  it  is  safe  to  say  that  stocks  are  seriously 
overvalued. 

Institutional  Brokers  Estimate  System  totes  up  a  con- 
sensus of  analyst  estimates.  Besides  giving  you  a  macroeco- 
nomic  view  of  Wall  Street,  these  estimates  give  you  insight 
into  why  any  particular  stock  is  trading  where  it  is.  By  and 
large,  forecasts  get  reflected  in  a  stock  price  as  soon  as  they 
are  published.  If  you  have  good  reason  to  think  the 


Ticker  Exch  Company/fiscal  year-end   Stock  price  

symbol  5-year      12-month  recent 

high   low    high  low 


 Stock  performance   Price/earnings  ratio 

latest  12  months  year  to  date  latest  1996 

price      relative  to     price      relative  to  12  est 

change      market      change      market  months 


ABT 

n 

Abbott  Laboratories/Dec 

45 

23 

45 

36 

41 

11% 

84 

-2% 

94 

19.3 

17.3 

ADBE 

0 

Adobe  Systems/Nov 

74 

13 

74 

30 

34% 

-10 

68 

-45 

53 

27.3 

17.1 

AMD 

n 

Advanced  Micro/Dec 

39 

7 

39 

16 

173/4 

-49 

39 

8 

103 

6.2 

10.3 

ADVNA 

0 

Advanta/Dec 

50 

4 

50 

31 

46% 

44 

109 

22 

117 

14.6 

12.1 

AET 

n 

Aetna  Life  &  Cas/Dec 

79 

32 

79 

54 

75% 

34 

101 

9 

104 

34.1 

12.8 

AFL 

n 

Aflac/Dec 

33 

11 

33 

24 

30% 

16 

88 

5 

101 

13.1 

12.2 

AG 

Km 

AGCO/Dec 

29" 

2* 

29 

15 

27% 

84 

139 

8 

104 

10.0 

10.2 

AHM 

n 

HF  Ahmanson/Dec 

28 

13 

28 

17 

23 

29 

97 

-13 

83 

6.8 

10.3 

APD 

n 

Air  Prods  &  Chems/Sept 

60 

31 

60 

48 

57% 

19 

90 

9 

104 

17.3 

16.6 

ATI 

n 

AirTouch  Commun/Dec 

36* 

20* 

36 

24 

30V4 

10 

83 

8 

103 

NM 

72.0 

AKS 

n 

AK  Steel  Holding/Dec 

41* 

19* 

41 

22 

39% 

69 

128 

16 

111 

4.2 

7.6 

ABS 

n 

Albertson's/Jan 

39 

16 

39 

27 

37% 

20 

91 

15  • 

110 

20.6 

18.2 

ASN 

n 

Alco  Standard/Sept 

50 

15 

50 

34 

49% 

43 

108 

9 

105 

28.3 

22.1 

Y 

n 

Alleghany/Dec 

197 

82 

197 

150 

193% 

28 

97 

0 

96 

16.4 

20.8 

AYP 

n 

Allegheny  Power/Dec 

31 

19 

31 

22 

28% 

26 

95 

-1 

95 

14.2 

13.6 

AGN 

n 

Allergan/Dec 

39 

18 

39 

26 

38 

31 

99 

17 

112 

33.9 

18.3 

AID 

n 

AlliedSignal/Dec 

59 

14 

59 

38 

561/4 

47 

111 

18 

113 

18.2 

15.8 

AFC 

n 

Allmerica  Financial/Dec 

NA 

NA 

29* 

23* 

25% 

NA 

NA 

-6 

90 

8.7 

9.5 

ALL 

n 

Allstate/Dec 

46* 

23* 

46 

27 

41% 

51 

114 

1 

96 

9.8 

10.5 

'Range  is  for  less  than  period  indicated.  tPrices  as  originally  reported,  adjusted  for  splits;  performance  includes  value  of  special  distributions.  NA:  Not  available  or  not  applicable. 
NM:  Not  meaningful.  E:  Estimate.   D-D:  Deficit  to  deficit.   D-P:  Deficit  to  profit.   P-D:  Profit  to  deficit.      Stock  prices  as  of  Mar.  15, 1996. 
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Losers 


Caldor 


AST  Research 


Hechinger 


Penn  Traffic  ! 


Payless  Cashways 


Winners 


Ascend  Communications 


575% 


Continental  Airlines 


441% 


US  Robotics 


328% 


■57%    Cascade  Communications 


257% 


246% 


The  best 
and  worst 
performers 

12-month  price  change 


consensus  is  wrong,  bet  against  it. 

Example:  IBM,  at  a  recent  $1 197/s,  has  climbed  45%  in 
the  past  year.  That  reflects  its  apparently  good  prospects 
for  1996;  the  analysts  say  it  will  earn  $12.40  a  share. 
Perhaps  you  have  a  contrary  opinion.  You  think  the 
behemoth's  profits,  whether  from  sales,  servicing  or  soft- 
ware, are  still  too  closely  tied  to  that  dinosaur,  the 
mainframe.  If  you  think  the  analysts  are  aiming  too  high 
on  this  company,  you  could  make  money  shorting  the 
stock  because  the  high  estimates  are  reflected  in  the  price. 

The  confidence  factor  shown  in  the  table  indicates  the 
degree  to  which  estimates  from  various  analysts  are  in 
agreement.  Where  the  analysts  are  in  general  agreement  is 
where  earnings  surprises  are  likely  to  have  the  biggest 
impact  on  the  stock  price. 

Here  are  the  rules  we  use  in  drawing  up  these  numbers: 

We  designate  as  fiscal  1995  any  fiscal  year  that  ended 
or  will  end  between  June  1995  and  May  1996.  We 


adjust  five-year  price  histories  and 
earnings  for  splits  (including  those 
that  will  occur  by  Apr.  22,  this 
issue's  publication  date)  and  for 
stock  dividends.  We  do  not  adjust 
price  histories  for  spinoffs  or  special 
cash  distributions.  However,  the 
12-month  and  year-to-date  stock 
performances  do  reflect  the  value  of 
such  distributions. 

Our  directory  reflects  mergers 
that  were  approved  by  Mar.  15. 
That's  why  we  recognized  Chemical 
Bank's  merger  w  ith  Chase  Manhattan,  while  the  acquisi- 
tion by  Wells  Fargo  of  First  Interstate  (expected  Apr.  1 ) 
will  show  up  next  year. 

The  "relative  to  market"  columns  compare  perfor- 
mance of  a  stock  with  performance  of  the  Investors 
Business  Daily  Index.  A  value  of  100  means  the  stock  tied 
the  market.  More  precisely,  the  relative  performance 
number  equals  the  value  of  $100  invested  in  the  stock 
divided  by  the  value  of  $1  invested  over  the  same  period  in 
the  market  index. 

Want  to  build  a  portfolio  while  paying  no  or  only 
negligible  brokerage  commissions?  Check  out  dividend 
reinvestment  plans,  flagged  in  the  column  at  right.  Many 
dividend  reinvestment  plans  allow  existing  shareholders  to 
buy  additional  shares  without  commissions.  Some  firms 
even  discount  these  additional  shares.  Maximum  annual 
contributions  vary:  The  highest  maximum  amount  al- 
lowed is  McDonald's  $250,000.  H 


 Earnings    Dividends    -Dividend  reinvestment  plan  — - 

1995         1996       %  change     number   confidence  indicated      yield         payout       5-year  available/       additional  purchase 

EPS  EPS        '96  vs  '95        of       factor  on         rate  growth  discount       amount  frequency 

est  EPS        analysts     estimate  rate  min  max 


$2.12 

-$2.37 

12% 

31 

very  high 

$0.96 

2.3% 

45% 

14% 

yes 

$10 

$1,667 

monthly 

1.26 

2.01 

60 

14 

average 

0.20 

0.6 

16 

2 

2.85 

1.72 

-40 

32 

low 

none 

NA 

NA 

NA 

3.20 

3.85 

20 

22 

high 

0.36 

0.8 

11 

25 

2.21 

5.88 

166 

16 

average 

2.76 

3.7 

125 

0 

yes 

50 

5.000 

monthly 

2.33 

2.50 

7 

19 

high 

0.35 

1.1 

15 

14 

yes 

50 

120.000 

annually 

2.76 

2.71 

-2 

9 

average 

0.04 

0.1 

1 

41 

3.39 

2.24 

-34 

16 

average 

0.88 

3.8 

26 

o 

3.29 

3.45 

5 

27 

high 

1.04 

1.8 

31 

8 

yes 

25 

20,000 

monthly 

0.27 

0.42 

56 

20 

low 

none 

NA 

NA 

NA 

9.56 

5.25 

-45 

14 

average 

0  60 

1.5 

6 

NA 

yes 

25 

4,000 

monthly 

,  1.84 

2.08 

13 

21 

high 

0.60 

1.6 

33 

17 

yes 

30 

30,000 

quarterly 

1.67 

2.26 

35 

14 

average 

0.56 

1.1 

32 

4 

yes 

25 

1,000 

monthly 

11.83 

9.31 

-21 

1 

NM 

none 

NA 

NA 

NA 

2.00 

2.08 

4 

22 

average 

1.68 

5.9 

84 

1 

yes 

50 

10,000 

quarterly 

1.12 

2.08 

86 

11 

very  high 

0.48 

1.3 

43 

8 

yes 

10 

50,000 

annually 

3.09 

3.57 

16 

21 

very  high 

0.90 

1.6 

29 

6 

yes 

25 

120,000 

annually 

2.91 

2.67 

-8 

3 

high 

0.20 

0.8 

7 

NA 

4.24 

3.94 

-7 

25 

average 

0.85 

2.1 

20 

NA 

Sources.  William  O'Neil  &  Co..  IBES  Inc.  and  Market  Guide  via  OneSource  Information  Services;  Telemet  Orion;  Forbes. 
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Ticker  Exeh  Company/fiscal  year-end 

.  ;  Stock  price 

Stock  performance 

Price/earnings  ratio 

symbol    '  ' 

5-year      12-month  recent 

latest  12  months          year  to  date 

latest  1996 

high   low    high  low 

price      relative  to     price      relative  to 

12  est 

-■  ■  .... 

change      market      change  market 

months 

AT 

n 

Alltel/Dec 

36 

17 

36 

23  • 

30V2 

7% 

81 

3% 

99 

16.4 

15  7 

ALTR 

0 

Altera/Oec 

77 

4 

77 

27 

63% 

123 

168 

28 

123 

33.4 

22.0 

AMX 

n 

Alumax/Dec 

40* 

18* 

40 

24 

34% 

39 

105 

14 

109 

6.9 

8.9 

AA 

n 

Alcoa/Dec 

62 

27 

62 

38 

61 

62 

122 

15 

110 

13.8 

I  1  1 

II  1 

A7A 
AiA 

n 

Al  7A/IW 

DO 

17 
1/ 

j  j 

IK 

10 

at 

4"i 

4J 

1U  J 

01 

IPS 

OU.J 

ABK 

n 

Ambac/Dec 

50* 

20* 

50 

39 

46% 

17 

88 

0 

96 

98 

9.4 

AHC 

n 

Amerada  Hess/Dec 

59 

37 

56 

43 

53Vi 

12 

85 

0 

96 

NM 

44.7 

AMER 

0 

America  Online/June 

60* 

1* 

60 

1  7 
1/ 

Cft1  / 

54/4 

no 

i  nc 

ft  c 

4!) 

1 00 
1  jy 

IIU 

NM 

MM 

AMB 

n 

American  Brands/Dec 

50 

29 

48 

37 

43% 

17 

88 

-2 

94 

15.1 

14  0 

AEP 

n 

American  Electric/Dec 

45 

27 

45 

31 

4OV2 

26 

95 

0 

96 

1  A  1 

14  2 

13.5 

AYP 
AAr 

n 

HmcNCdn  LXprcbb/ucL 

4Q 

4j 

if; 

ID 

AO. 

4  j 

X) 

40  /8 

4Q 

4  j 

11? 

ILL 

17 

11? 

1  LL 

IS  fi 

n  7 
1  j./ 

AFG 

n 

American  Finl  Group/Dec 

40 

18 

35 

23 

29% 

29 

97 

^3 

93 

7.7 

9.2 

AGC 

n 

American  General/Dec 

39 

18 

39 

31 

35% 

11 

84 

2 

98 

13.5 

10.3 

AHP 

n 

American  Home  Prod/Dec 

105 

55 

105 

71 

98% 

32 

100 

2 

97 

18.2 

17.3 

AIG 

n 

American  Intl  Group/Dec 

i  no 

11)3 

O  c 

35 

i  no 
103 

b/ 

091/ 

61 

1  nn 
10U 

n 
U 

oc. 

yb 

17  ft 

1/4 

1  R  O 

Id. 8 

ANAT 

0 

American  Natl  Ins/Dec 

69 

32 

69 

52 

68 

27 

96 

2 

98 

8.7 

10.6 

Aro 

n 

American  rrcsiueni/uci. 

j4 

in 

1U 

19 

OL 

LI  /8 

— 4 

73 

7 

— / 

8Q 

oy 

99  K. 

LL.J 

7  Q 

ARN 

n 

American  Re/Dec 

45* 

24* 

45 

33 

391/a 

17 

88 

-4 

92 

NM 

10.2 

ASD 

n 

American  Standard/Dec 

32* 

20* 

32 

23 

28% 

23 

93 

3 

98 

15.1 

11.2 

ASC 

n 

American  Stores/Jan 

31 

13 

31 

24 

291/2 

21 

91 

10 

106 

13.7 

12.7 

AWK 

n 

American  Water  Works/Dec 

41 

l  n 
19 

41 

28 

37V2 

Oft 

34 

1  n  1 
101 

ft 

-4 

09 
92 

1  ft  9 

14.2 

1  A  R 

14.5 

ASHC 

0 

AmeriSource  Health/Sept 

NA 

NA 

34* 

20* 

3l1/2 

NA 

NA 

-5 

91 

ICO 

16.8 

1/2 

AIT 
AM 

n 

Ameritech/OGC 

G7 
0/ 

98 

to 

G7 
0/ 

ft"  1 
41 

j4J/8 

9C 
CO 

yo 

a 

-0 

08 

lj.U 

1/1  K 

14.0 

AMGN 

0 

Amgen/Dec 

67 

16 

67 

33 

62Vs 

88 

142 

5 

100 

324 

27.5 

AN 

n 

Amoco/Dec 

73 

42 

73 

60 

70% 

15 

87 

-2 

94 

18.7 

14.6 

AMP 

n 

AMP/Dec 

46 

24 

46 

36 

42% 

15 

87 

11 

107 

21.7 

17.5 

AMR 

n 

a  nun  /n». 

AMR/Dec 

93 

48 

93 

61 

90% 

48 

112 

22 

117 

36.6 

11.1 

ASO 

n 

AmSouth  Bancorp/Dec 

41 

16 

41 

31 

381/2 

22 

92 

-5 

91 

12.8 

11.7 

APP 

ArU 

n 

Anadarko  Petroleum/Dsc 

1  Q 

iy 

co. 

JO 

jy 

JJ74 

99 
ii 

00. 
yy 

nn 

yy 

P.8  8 
DO  0 

ADI 

n 

Analog  Devices/Oct 

30 

3 

30 

17 

29% 

63 

123 

24 

119 

26  0 

21.0 

BUD 

n 

Anheuser-Busch  Cos/Dec 

71 

43 

71 

55 

67V2 

17 

88 

1 

97 

19.6 

15.2 

AOC 

n 

Aon/Dec 

55 

23 

55 

36 

52 

45 

109 

4 

100 

14.9 

13.6 

AAPL 

0 

Apple  Computer/Sept 

73 

22 

50 

25 

25% 

-26 

56 

-19 

78 

19.3 

NM 

AMAT 

0 

Applied  Materials/Oct 

60 

3 

60 

26 

34% 

26 

95 

-12 

84 

11.1 

8.4 

AUIVI 

n 

Archer  Daniels/June 

1 1 

in 

20 

i  A 
14 

18% 

n 
0 

/5 

0 

yy 

1 9  0 

1  o  k 

1  J.D 

ACK 

n 

Armstrong  World  Ind/Dec 

65 

24 

65 

43 

63% 

40 

105 

2 

98 

21.8 

12.8 

ARW 

n 

Arrow  Electronics/Dec 

60 

6 

60 

35 

461/2 

7 

80 

8 

104 

11.0 

9.8 

ft  D 

AK 

n 

Asarco/Dec 

37 

16 

37 

24 

33% 

37 

104 

5 

100 

84 

8.2 

ASND 

0 

Ascend  Commun/Dec 

51* 

1* 

51 

8 

50% 

575 

509 

25 

119 

NM 

NM 

ASH 

n 

Ashland/Sept 

45 

23 

40 

30 

38 

18 

89 

8 

104 

43.7 

14.7 

ASBC 

o 

A^nriatpH  Ranr-Pri/Opr 

41 

4 1 

IK 
1 J 

41 

41 

JJ  /4 

94 

Q4 

J4 

10  - 

04 

11.5 

ASTA 

0 

AST  Research/June 

33 

6 

19 

6 

5% 

-61 

29 

-31 

66 

NM 

NM 

ASFC 

0 

Astoria  Financial/Dec 

53 

25 

53 

31 

50 

60 

121 

10 

105 

12.1 

11.2 

T 

n 

AT&T/Dec 

69 

33 

69 

48 

61% 

16 

88 

-5 

91 

NM 

15.5 

ARC 

n 

Atlantic  Richfield/Dec 

133 

93 

119 

104 

112% 

1 

76 

2 

97 

13.4 

13.7 

ATML 

0 

Atmel/Dec 

37 

2 

37 

18 

261/4 

49 

112 

17 

112 

22.6 

14.8 

AUD 

n 

Automatic  Data/June 

43 

15 

43 

30 

40V4 

27 

96 

8 

104 

27.4 

25.3 

AZO 

n 

AutoZone/Aug 

31* 

1 

31 

22 

30% 

22 

92 

6 

102 

30.9 

26.9 

'Range  is  for  less  than  period  indicated.  tPrices  as  originally  reported,  adjusted  for  splits;  performance  includes  value  of  special  distributions.  NA:  Not  available  or  not  applicable. 
NM:  Not  meaningful.   E:  Estimate.   D-D:  Deficit  to  deficit.   D-P:  Deficit  to  profit.   P-D:  Profit  to  deficit.      Stock  prices  as  of  Mar.  15.  1996. 
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 Earnings  Dividends  Dividend  reinvestment  plan  — 

1995         1996       %  change     number   confidence     indicated      yield         payout       5-year       available/       additional  purchase 
EPS  EPS        '96  vs  '95        of       factor  on         rate  growth       discount       amount  frequency 

est  EPS        analysts    estimate  rate  min  max 


$1.86 

$1.94 

4% 

12 

very  high 

$1.04 

3.4% 

56% 

9% 

yes 

$500 

$25,000 

quarterly 

1.91 

2.90 

52 

14 

average 

none 

NA 

NA 

NA 

5.05 

3.93 

-22 

20 

low 

none 

NA 

NA 

NA 

4.43 

5.50 

24 

28 

low 

0.90 

1.5 

20 

3 

yes 

25 

5,000 

monthly 

0.88 

1.05 

19 

15 

average 

none 

NA 

NA 

NA 

4.78 

4.97 

4 

10 

high 

0.60 

1.3 

13 

28 

-4.24 

1.19 

D-P 

23 

 . 

very  low 

0.60 

1.1 

NM 

o 

-0.50 

0.47 

D-P 

14 

average 

none 

NA 

NA 

NA 

2.90 

3.12 

8 

15 

very  high 

2.00 

4.6 

69 

5 

yes 

100 

10,000 

quarterly 

2.85 

3.01 

6 

23 

average 

2.40 

5.9 

84 

o 

yes 

none 

100,000 

annuallv 

3.11 

3.53 

14 

19 

high 

0.90 

1.9 

29 

-4 

yes 

50 

5,000 

monthly 

3.87 

3.25 

-16 

4 

average 

1.00 

3.4 

26 

4 

yes 

2.64 

3.45 

31 

22 

average 

1.30 

3.6 

49 

7 

yes 

25 

6,000 

Quarterly 

5.42 

5.71 

5 

32 

high 

3.08 

3.1 

57 

5 

yes 

50 

10,000 

monthly 

5.30 

5.84 

10 

33 

high 

0.34 

0.4 

6 

12 

7.79 

6.40 

-18 

1 

NM 

2.52 

3.7 

32 

8 

0.95 

2.70 

184 

3 

average 

0.40 

1.9 

42 

10 

'  -1.85 

3.83 

D-P 

14 

average 

0.32 

0.8 

NM 

NA 

1.90 

2.56 

35 

5 

average 

none 

NA 

NA 

NA 

2.16 

2.33 

8 

11 

average 

0.64 

2.2 

30 

12 

2.64 

2.58 

-2 

6 

high 

1.40 

3.7 

53 

10 

yes/5.0% 

100 

5,000 

monthly 

1.54 

1.83 

19 

4 

very  high 

none 

NA 

NA 

NA 

3.63 

3.72 

2 

28 

high 

2.12 

3.9 

58 

4 

yes 

50 

4,167 

monthly 

1.92 

2.26 

18 

33 

high 

none 

NA 

NA 

NA 

3.76 

4.82 

28 

36 

average 

2.60 

3.7 

69 

5 

yes 

10 

5,000 

monthly 

1.96 

2.44 

24 

17 

high 

1.00 

2.3 

51 

6 

yes 

50 

5,000 

monthly 

2.48 

8.20 

231 

17 

average 

none 

NA 

NA 

NA 

3.00 

3.29 

10 

20 

hiph 

1.60 

4.2 

53 

13 

yes 

10 

5,000 

quarterly 

0.36 

0.81 

125 

32 

low 

0.30 

0.5 

83 

0 

1.00 

1.40 

40 

11 

average 

none 

NA 

NA 

NA 

~— 

3.44 

4.43 

29 

23 

high 

1.76 

2.6 

51 

12 

yes 

25 

5,000 

monthly 

3.48 

3.83 

10 

11 

average 

1.36 

2.6 

39 

6 

yes 

20 

1.000 

monthly 

3.45 

-1.01 

P-D 

34 

very  low 

none 

NA 

NA 

NA 

2.56 

4.13 

61 

24 

average 

none 

NA 

NA 

NA 

1.47 

1.38 

-6 

16 

average 

0.20 

1.1 

13 

19 

1  2.90 

4.93 

70 

12 

average 

1.44 

2.3 

50 

4 

yes 

50 

3,000 

monthly 

4.21 

4.76 

13 

7 

average 

none 

NA 

NA 

NA 

4.00 

4.08 

2 

18 

very  low 

0.80 

2.4 

20 

-25 

yes 

25 

1,000 

monthly 

0.28 

0.59 

111 

10 

low 

none 

NA 

NA 

NA 

0.08 

2.59 

NM 

17 

average 

1.10 

2.9 

126 

2 

yes 

10 

5,000 

quarterly 

2.83 

3.11 

10 

6 

high 

1.08 

3.0 

38 

15 

yes 

100 

5,000 

quarterly 

-3.07 

-4.68 

D-D 

18 

very  low 

none 

NA 

NA 

NA 

4.14 

4.45 

7 

7 

average 

0.80 

1.6 

19 

NA 

yes 

50 

5,000 

quarterly 

0.09 

3.95 

NM 

37 

high 

1.32 

2.2 

NM 

0 

yes 

100 

50,000 

annually 

8.42 

8.20 

-3 

34 

average 

5.50 

4.9 

65 

0 

yes 

10 

60,000 

annually 

1.16 

1.77 

53 

8 

very  high 

none 

NA 

NA 

NA 

1.39 

1.59 

14 

24 

very  high 

0.40 

1.0 

27 

13 

0.93 

1.14 

23 

22 

very  high 

none 

NA 

NA 

NA 

Sources.  William  O'Neil&Co.;  IBE.S  Inc.  and  Market  Guide  ma  OneSource  Information  Services;  Telemet  Orion;  Forbes. 
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YOU  KNEW  WE  WERE  INTO 
PLUMBING,  BUT  HERE  ARE  SOME 
THINGS  YOU  MAY  NOT  KNOW: 

WE  MAKE  ANTI-LOCK  BRAKING 
SYSTEMS  (ABS)  FOR  HEAVY  TRUCKS 
AND  BUSES.  ABS  systems  developed 
by  our  WABCO  subsidiary  are  on 
more  than  half  the  heavy  trucks  in 
Europe.  Even  though  ABS  is  not  yet 
mandated  in  the  U.S.,  we're  already 
there  too.  WABCO  is  also  responsible 
for  even  more  advanced  trucking 
innovations  like  electronic  controls 
for  braking  systems  (EBS)  and  air 
suspension  systems. 

WE  MAKE  HALF  OF  THE  LARGE 
CHILLERS  COOLING  COMMERCIAL 
BUILDINGS  IN  NORTH  AMERICA. 
OurTrane  division  is  a  world  leader 
in  commercial  air  conditioners  and 
the  maker  of  residential  products 
whose  durability  is  legendary. 

WE  MAKE  TOILETS  (SURPRISE)  FOR 
CHINA.  The  standard  of  living  there 
continues  to  improve  dramatically. 
And  since  we're  the  world's  largest 
maker  of  plumbing  products,  it's 
a  perfect  opportunity. 

THE  WAY  WE  MAKE  THESE  PRODUCTS 
MAKES  HEADLINES.  Other  companies 
actually  send  their  people  to  see 
how  our  revolutionary  demand-flow 
manufacturing  process  works. 

SO  TO  FIND  AMERICAN  STANDARD 
JUST  LOOK  WHERE  THERE'S 
OPPORTUNITY.  No  matter  where  in 
the  world  that  happens  to  be. 

AMERICAN  STANDARD  COMPANIES. 
MORE  THAN  YOU  EVER  EXPECTED. 


American 
Standard 

Companies 


Ticker; 

Exch 

Company/fiscal  year-end 



— —  Stock  price  — 

 Stock  performance  - 

Price/earnings  ratio 

symbol 

5-year 

12-month 

recent 

latest  12  months 

year  to  date 

latest 

1996 

high 

low 

high 

low 

price 

relative  to 

price 

relative  to 

12 

est 

change 

market 

change 

market 

months 

AVY 

n 

Avery  Dennison/Dec 

57 

20 

57 

39  • 

55 

42% 

107 

10% 

105 

20.4 

18.0 

AVT 

n 

Avnet/June 

56 

23 

56 

38 

47% 

18 

89 

7 

102 

12.0 

10.9 

AVP 

n 

Avon  Products/Dec 

89 

37 

89 

57 

86% 

51 

114 

15 

110 

23.1 

18.4 

BHI 

n 

Baker  Hughes/Sept 

30 

16 

30 

18 

28% 

47 

111 

18 

113 

38.5 

27.8 

BLL 

n 

BallT/Dec 

40 

23 

39 

26 

301/4 

-10 

68 

9 

104 

NM 

12.7 

BGE 

n 

Baltimore  G&E/Dec 

30 

19 

30 

23 

26% 

,5 

87 

-7 

89 

13.1 

12.1 

ONE 

n 

Banc  One/Dec 

41 

20 

39 

24 

34% 

38 

104 

1 

97 

11.9 

10.7 

BOH 

n 

Bancorp  Hawaii/Dec 

37 

24 

37 

27 

34% 

24 

93 

-4 

92 

11.9 

11.1 

BOMS 

o 

BancorpSouth/Dec 

26 

9 

26 

17 

22% 

27 

96 

12 

108 

13.5 

in 

BKB 

n 

Bank  of  Boston/Dec 

50 

7 

50 

29 

47% 

61 

122 

2 

98 

10.4 

10.1 

BK 

n 

Bank  of  New  York/Dec 

55 

12 

55 

30 

50% 

62 

122 

4 

99 

11.1 

10.3 

BAC 

n 

BankAmerica/Oec 

78 

31 

78 

47 

73% 

54 

116 

13 

-109 

11.3 

10.3 

BT 

n 

Bankers  Trust  NY/Dec 

85 

42 

72 

52 

66% 

27 

96 

0 

96 

32.9 

10.7 

BPOP 

0 

BanPonce/Dec 

44 

17 

44 

31 

441/4 

42 

107 

14 

109 

10.6 

9.2 

BBI 

n 

Barnett  Banks/Dec 

64 

21 

64 

44 

60% 

38 

104 

3 

99 

11.5 

10  8 

BAX 

n 

Baxter  International/Dec 

48 

20 

48 

32 

45% 

36 

103 

9 

104 

19.4 

17.4 

BAY 

n 

Bay  Networks/June 

50* 

4* 

50 

22 

37 

60 

121 

-10 

86 

32.5 

24.5 

BBNK 

0 

BayBanks/Dec 

107 

13 

107 

61 

101% 

63 

123 

4 

99 

14.5 

138 

BSC 

n 

Bear  Stearns  Cos/June 

25 

10 

25 

18 

23% 



34 

101 

19 

114 

8.9 

8.5 

BDX 

n 

Becton  Dickinson/Sept 

89 

29 

89 

54 

831/4 

49 

112 

11 

106 

22.0 

20.0 

BEL 

n 

Bell  Atlantic/Dec 

7b 

40 

75 

52 

6l1/2 

15 

87 

-8 

88 

14.5 

14.7 

BLS 

n 

BellSouth/Dec 

46 

22 

46 

29 

36V4 

23 

93 

-17 

80 

23.1 

14.9 

BNL 

n 

Beneficial/Dec 

56 

26 

56 

39 

54% 

38 

104 

18 

113 

20.2 

10.6 

BBC 

n 

Bergen  Brunswig/Sept 

29 

13 

28 

19 

2416 
 _ 

65 

-2 

94 

14.7 

13.4 

BKLY 

0 

WR  Berkley/Dec 

56 

24 

56 

35 

481/4 

35 

102 

-10 

86 

16.9 

13.3 

BRK 

n 

Berkshire  Hathaway/Dec 

38,000 

7.775 

38,000 

21,500 

36.750 

66 

125 

14 

110 

60.1 

NA 

BBY 

n 

Best  Buy/Feb 

45 

3 

30 

12 

18% 

-17 

63 

12 

108 

14.0 

13.8 

BS 

n 

Bethlehem  Steel/Dec 

24 

10 

18 

13 

13% 

-8 

69 

-1 

95 

11.1 

16.4 

BEV 

n 

Beverly  Enterprises/Dec 

16 

7 

16 

9 

11% 

-16 

64 

7 

103 

NM 

15.0 

BDY 

n 

Bindley  Western  Inds/Oec 

21 

10 

21 

14 

16% 

12 

84 

-1 

95 

11.9 

12.1 

BDK 

n 

Black  &  Decker/Dec 

38 

12 

38 

28 



37% 

30 

98 

5 

101 

13.4 

16.2 

HRB 

n 

H&R  Block/Apr 

49 

25 

49 

32 

35% 

-17 

63 

-12 

84 

40.0 

17.9 

BMCS 

0 

BMC  Software/Mar 

61 

17 

61 

28 

58% 

79 

135 

37 

132 

43.8 

20.2 

BOAT 

0 

Boatmen's  Bancshs/Dec 

43 

19 

43 

30 

38% 

26 

95 

-6 

90 

11.9 

10.5 

BA 

n 

Boeing/Dec 

85 

33 

85 

48 

80% 

63 

123 

3 

99 

70.3 

28.5 

BCC 

n 

Boise  Cascade/Dec 

48 

16 

48 

31 

421/s 

33 

101 

22 

117 

7.1 

16.7  1 

BOKF 

0 

BOK  Financial/Dec 

80 

6 

25 

19 

21 

-2 

74 

-9 

87 

9.0 

NA 

BSE 

n 

Boston  Edison/Dec 

33 

19 

30 

23 

26% 

12 

84 

-11 

86 

12.7 

10.2 

BSX 

n 

Boston  Scientific/Dec 

52* 

9* 

52 

24 

46% 

92 

145 

-6 

90 

NM 

28.4 

BOW 

n 

Bowater/Dec 

54 

18 

54 

31 

40 

29 

97 

13 

108 

7.1 

6.1 

BMY 

n 

Bristol-Myers  Squibb/Dec 

90 

50 

90 

62 

84% 

31 

98 

-2  . 

94 

23.6 

15.3 

BFB 

n 

Brown-Forman/Apr 

42 

23 

42 

31 

37% 

14 

86 

4 

99 

16.7 

14.8 

BFI 

n 

Browning-Ferris  Inds/Sept 

41 

17 

41 

27 

31% 

-6 

71 

8 

103 

16.6 

16.8 

BC 

n 

Brunswick/Dec 

25 

10 

25 

16 

23 

12 

85 

-4 

92 

17.4 

12.2 

BNI 

n 

Burlington  Santa  Fe/Dec 

85 

28 

85 

56 

.  83% 

40 

105 

7 

102 

50.1 

13.5  - 

BR 

n 

Burlington  Resourcest/Dec 

54 

33 

42 

35 

36% 

-8 

69 

-7 

89 

NM 

44.1 

CS 

n 

Cabletron  Systems/Feb 

88 

12 

88 

42 

70% 

66 

125 

-13 

83 

30.6 

19.0 

CBT 

n 

Cabot/Sept 

32 

32 

18 

31% 

73 

131 

16 

112 

13.5 

14.5 

'Range  is  for  less  than  period  indicated.  'Prices  as  originally  reported,  adjusted  for  splits;  performance  includes  value  of  special  distributions.  NA:  Not  available  or  not  applicable. 
NM:  Not  meaningful.  E:  Estimate    D-D:  Deficit  to  deficit.   D-P:  Deficit  to  profit.  P-D:  Profit  to  deficit.      Stock  prices  as  of  Mar.  15,  1996. 
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Earnings 

Dividends 

umuena  reinvestment  pidn 

1995 

1996 

%  change 

number 

confidence 

indicated 

yield 

payout 

5-year 

available/ 

additional  purchase 

EPS 

EPS 

'96  vs  '95 

of 

factor  on 

rate 

growth 

discount 

amount  frequency 

est 

EPS 

analysts 

estimate 

rate 

min 

max 

$2.70 

$3.06 

13% 

10 

high 

$1.20 

2.2% 

44% 

10% 

yes 

$25 

$3,000  monthly 

3.32 

4.37 

32 

!  11 

high 

0.60 

1.3 

15 

o 

yes 

10 

none  annually 

3.76 

4.73 

26 

15 

high 

2.32 

2.7 

62 

11 

0.67 

1.04 

55 

:  30 

average 

0.46 

1.6 

61 

0 

yes 

10 

1,000  quarterly 

-0.72 

2.38 

D-P 

10 

average 

0.60 

2.0 

NM 

-20 

yes/5.0% 

25 

2,000  monthly 

2.02 

2.19 

8 

24 

average 

1.56 

5.9 

77 

3 

yes 

10 

100,000  annually 

2.91 

3.23 

11 

41 

high 

1.36 

3.9 

47 



16 

yes 

10 

5,000  quarterly 

2.90 

3.10 

7 

16 

high 

1.12 

3.3 

39 

11 

yes 

25 

5,000  quarterly 

1.69 

1.94 

15 

5 

high 

0.68 

3.0 

40 

11 

yes 

25 

5,000  quarterly 

4.55 

4.71 

4 

23 

high 

1.48 

3.1 

33 

102 

yes/3.0 

25 

5,000  monthly 

4.57 

4.92 

8 

25 

high 

1.60 

3.2 

35 

18 

yes 

25 

none  annually 

6.49 

7.14 

10 

35 

high 

2.16 

2.9 

33 

12 

yes 

100 

10,000  monthly 

2.03 

6.22 

206 

21 

low 

4.00 

6.0 

197 

yes 

25 

25,000  annually 

4.19 

4.80 

15 

1 

NM 

1.20 

2.7 

29 

11 

yes/5.0 

25 

10,000  monthly 

5.30 

5.64 

6 

35 

high 

1.88 

3.1 

35 

9 

yes 

25 

10,000  monthly 

2.35 

2.61 

11 

22 

high 

1.13 

2.5 

48 

10 

yes 

25 

25,000  annually 

0.73 

1.51 

107 

34 

high 

none 

NA 

NA 

NA 

7.01 

7.37 

5 

10 

high 

2.40 

2.4 

34 

NA 

yes 

10 

1,000  monthly 

1.70 

2.78 

64 

10 

average 

0.60 

2.5 

22 

10 

3.59 

4.16 

16 

18 

very  high 

0.92 

1.1 

24 

10 

yes 

50 

5,000  monthly 

4.25 

4.18 

-2 

30 

very  high 

2.88 

4.7 

68 

2 

yes 

100 

100,000  annually 

1.57 

2.44 

55 

29 

high 

1.44 

4.0 

92 

1 

yes 

50 

100,000  annually 

2.72 

5.16 

90 

14 

average 

1.88 

3.4 

69 

9 

yes 

10 

1,000  monthly 

1.61 

1.83 

14 

10 

very  high 

0.48 

2.0 

29 

9 

 ™-_  



.,«  i  

2.86 

3.64 

27 

9 

average 

0.52 

1.1 

18 

11 

611.00 

NA 

NA 

NA 

NA 

none 

NA 

NA 

NA 

1.17E 

1.32 

13 

22 

average 

none 

NA 

NA 

NA 

1.24 

0.84 

-32 

18 

very  low 

none 

NA 

NA 

NA 

yes 

3,000  monthly 

-0.16 

0.76 

D-P 

13 

average 

none 

NA 

NA 

NA 

1.42 

1.40 

-1 

3 

NA 

0.08 

0.5 

6 

10 

yes 

10 

5,000  quarterly 

2.77 

2.29 

-17 

18 

high 

0.48 

1.3 

17 

3 

yes 

10 

3,000  monthly 

1.74E 

1.99 

14 

11 

average 

1.28 

3.6 

144 

11 

yes 

25 

2,000  monthly 

2.43E 

2.91 

20 

17 

average 

none 

NA 

NA 

NA 

3.25 

3.67 

13 

25 

high 

1.48 

3.8 

46 

8 

yes 

100 

10,000  quarterly 

1.15 

2.84 

147 

27 

average 

1.00 

1.2 

87 

0 

5.93 

2.52 

-58 

23 

very  low 

0.60 

1.4 

10 

-15 

yes 

10 

none  monthly 

2.33 

NA 

NA 

NA 

NA 

none 

NA 

NA 

NA 

2.08 

2.58 

24 

21 

very  high 

1.88 

7.1 

90 

4 

yes 

50 

40,000  annually 

0.05 

1.64 

NM 

14 

average 

none 

NA 

NA 

NA 

5.60 

6.60 

18 

17 

low 

0.80 

2.0 

14 

-19 

yes 

3.58 

5.54 

55 

39 

very  high 

3.00 

3.6 

84 

7 

yes 

100 

10,000  monthly 

2.32E 

2.56 

10 

4 

average 

2.7 

46 

7 

yes 

50 

3,000  quarterly 

1.93 

1.88 

-3 

29 

average 

0.68 

2.2 

36 

0 

yes 

25 

60,000  annually 

1.32 

1.89 

43 

12 

average 

0.50 

2.2 

38 

3 

yes 

10 

2,000  monthly 

1.66 

6.14 

270 

19 

average 

1.20 

1.4 

72 

0 

yes 

50 

60,000  annually 

-2.20 

0.83 

D-P 

27 

low 

0.55 

1.5 

NM 

-5 

2.29 

3.69 

61 

25 

average 

none 

NA 

NA 

NA 

2.18 

2.16 

-1 

5 

average 

0.36 

1.1 

16 

2 

yes 

10 

10,000  quarterly 

Sources:  William  O'Neil  &  Co.;  IBES  Inc.  and  Market  Guide  via  OneSource  Information  Services;  Telemet  Orion;  Forbes. 
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ticker 

Exch 

Company/fiscal  year-end 

Stock  price 

-r-— —  .' 

Stock  performance 

Price/earnings  ratio 

symbol 

5-year 

12-month 

recent 

latest  12  months 

year  to  date 

latest 

1996 

high 

low 

high 

low 

price 

relative  to 

price 

relative  to 

12 

est 

change 

market 

change 

market 

months 

CAL 

n 

Cal  Fed  Bancorp/Dec 

43 

5 

17 

10  . 

15% 

47% 

111 

-1% 

95 

11.5 

8.4 

CLD 

n 

Caldor/Jan 

35* 

3* 

23 

3 

41/4 

-81 

15 

31 

125 

70.8 

8.5 

CBB 

n 

Caliber  Systemt/Dec 

78 

35 

57 

36 

43% 

-3 

74 

3 

98 

NM 

17.6 

CPB 

n 

Campbell  Soup/July 

67 

32 

67 

44 

62V2 

24 

93 

4 

100 

20.9 

20.0 

CAH 

n 

Cardinal  Health/June 

62 

18 

62 

42 

59% 

19 

90 

9 

104 

30.1 

24.3 

CK 

n 

Caremark  Intl/Dec 

28* 

12* 

28 

17 

28 

58 

119 

54 

148 

NM 

22.8 

CPL 

n 

Carolina  Power  &  Lt/Dec 

39 

22 

39 

27 

35 

30 

98 

1 

97 

14.1 

13.6 

CSCC 

o 

Cascade  Commun/Dec 

83* 

8* 

83 

20 

8l1/4 

257 

270 

43 

137 

NM 

NM 

CSE 

n 

Case/Dec 

55* 

18* 

55 

24 

53V& 

115 

162 

16 

111 

11.3 

12.2 

CAT 

n 

Caterpillar/Dec 

75 

19 

75 

49 

72 

40 

106 

23 

117 

12.6 

12.4 

CCBF 

0 

CCB  Financial/Dec 

57 

21 

57 

36 

51 

38 

104 

-8 

88 

13.2 

10.7 

CFCX 

0 

Center  Financial/Dec 

20 

3 

20 

12 

18% 

49 

112 

7 

103 

11.9 

9.9 

CX 

n 

Centerior  Energy/Dec 

20 

8 

11 

8 

8 

-11 

67 

-10 

86 

5.4 

7.7 

CTX 

n 

Centex/Mar 

46 

17 

36 

24 

28% 

20 

91 

-17 

80 

17.8 

12.1 

CSR 

n 

Central  &  So  West/Dec 

34 

20 

29 

23 

26% 

12- 

85 

-4 

92 

12.8 

12.2 

CFBS 

o 

Central  Fidelity  Bks/Dec 

35 

12 

35 

25 

33% 

27 

96 

5 

101 

12.7 

11.8 

CBC 

n 

Centura  Banks/Dec 

36 

12 

36 

24 

34% 

43 

108 

-1 

95 

13.2 

12.2 

CHA 

n 

Champion  Intl/Dec 

60 

22 

60 

39 

47M? 

21 

91 

13 

108 

5.9 

9.4 

COFI 

0 

Charter  One  Finl/Dec 

35 

7 

35 

20 

33 

57 

119 

8 

103 

44.6 

9.5 

CMB 

n 

Chase  Manhattan/Dec 

76 

14 

76 

34 

70V2 

104 

154 

17 

112 

11.3 

9.8 

CHV 

n 

Chevron/Dec 

59 

30 

59 

44 

54% 

14 

86 

5 

100 

38.4 

16.2 

CQB 

n 

Chiquita  Brands  Intl/Dec 

51 

10 

18 

12 

15% 

23 

93 

12 

107 

NM 

13.5 

CHIR 

0 

Chiron/Dec 

119 

35 

119 

48 

109 

86 

141 

-1 

94 

NM 

NM 

C 

n 

Chrysler/Dec 

64 

10 

63 

38 

61% 

53 

116 

12 

107 

11.1 

7.9 

CB 

n 

Chubb/Dec 

104 

61 

104 

77 

94% 



20 

91 

-2 

94 

12.1 

12.4 

CI 

n 

Cigna/Dec 

126 

41 

126 

68 

117% 

55 

117 

14 

109 

41.2 

10.1 

CINF 

0 

Cincinnati  Financial/Dec 

64 

31 

64 

49 

621/2 

25 

94 

1 

96 

15.7 

15.4 

CIN 

n 

Cinergy/Dec 

32 

21 

32 

24 

281/2 

15 

87 

-7 

89 

12.8 

12.7 

CRK 

n 

Circle  K/Apr 

NA 

NA 

31* 

14* 

29% 

NA 

NA 

18 

113 

22.0 

16.4 

CC 

n 

Circuit  City  Stores/Feb 

38 

8 

38 

23 

30V4 

23 

93 

10 

105 

16.4 

14.5 

CIR 

n 

Circus  Circus/Jan 

50 

20 

36 

25 

32Vi 

28 

96 

16 

111 

242 

18.3 

CSCO 

0 

Cisco  Systems/July 

51 

1 

51 

17 

47V2 

171 

205 

27 

122 

42.8 

34.7 

CCI 

n 

Citicorp/Dec 

82 

9 

82 

42 

77% 

82 

137 

16 

111 

10.8 

10.6 

CIBC 

0 

Citizens  Bncp/Dec 

35 

15 

35 

25 

29% 

16 

88 

-8 

88 

12.4 

11.4 

CBCF 

0 

Citizens  Banking/Dec 

33 

11 

33 

25 

291/4 

11 

84 

-2 

94 

12.7 

11.4 

CZNB 

n 

Citizens  Utilities/Dec 

18 

7 

13 

10 

11 

-9 

68 

-12 

84 

15.3 

13.8 

CYN 

n 

City  National/Dec 

16 

5 

15 

10 

12% 

25 

94 

-10 

86 

11.9 

10.6 

CLX 

n 

Clorox/June 

89 

37 

89 

56 

83% 

36 

103 

17 

112 

21.0 

19.8 

CMS 

n 

CMS  Energy/Dec 

32 

15 

32 

23 

28V2 

23 

93 

-5 

91 

12.6 

12.0 

CUBE 

0 

CNB  Bancshares/Dec 

31 

14 

30 

25 

28Vi 

1 

76 

-1 

95 

14.4 

13.1 

CSA 

n 

Coast  Savings  Finl/Dec 

35 

4 

35 

16 

28V2 

74 

131 

-18  ] 

79 

16.7 

12.9 

CGP 

n 

Coastal/Dec 

39 

22 

39 

27 

39V4 

38 

104 

6  ' 

102 

16.4 

13.7 

KO 

n 

Coca-Cola/Dec 

84 

26 

84 

56 

80% 



39 

105 

9 

104 

34.1 

29.0 

CCE 

n 

Coca-Cola  Enterprise/Dec 

30 

11 

30 

20 

29 

36 

103 

8 

103 

46.8 

37.2 

CL 

n 

Colgate-Palmolive/Dec 

84 

36 

84 

65  . 

79% 

19 

90 

13 

108 

NM 

18.6 

COFD 

0 

Collective  Bncp/june 

29 

5 

29 

18 

24% 

31 

99 

-2 

94 

9.6 

'9.3 

CNB 

n 

Colonial  BancGroup/Dec 

34 

9 

34 

23 

32% 

41 

107 

2 

98 

10.5 

10.0 

CG 

n 

Columbia  Gas  System/Dec 

46 

13 

45 

26 

43% 

65 

125 

-1 

95 

NM 

13.9 

for  less  than  period  indicated.  tPrices  as  originally  reported,  adjusted  for  splits;  performance  includes  value  of  special  distributions.  NA:  Not  available  or  not  applicable, 
leaningful.   E:  Estimate.   D-D:  Deficit  to  deficit.   D-P:  Deficit  to  profit.   P-D:  Profit  to  deficit.      Stock  prices  as  of  Mar.  15, 1996. 
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— — 1 

Earnings  — 

Dividends 

uiviuenu  reinvebimeni  pian 

1995 

1996 

%  change 

number 

confidence 

indicated 

yield 

payout 

5-year 

available/ 

additional  purchase 

EPS 

EPS 

'96  vs  '95 

of 

factor  on 

rate 

growth 

discount 

amount 

frequency 

est 

EPS 

analysts 

estimate 

rate 

min 

max 

$1.36 

$1.85 

36% 

12 

average 

none 

NA 

NA 

NA 

-2.50E 

0.50 

D-P 

1 

NM 

none 

NA 

NA 

NA 

-0.69 

2.46 

D-P 

11 

average 

$0.72 

1.7% 

NM 

NA 

280 

3.12 

11 

25 

very  high 

1.38 

2.2 

46% 

14% 

yes 

$25 

$25,000 

annually 

2.01 

2.45 

22 

10 

average 

0.12 

0.2 

6 

24 

-1.55 

1.23 

D-P 

11 

-high 

0.04 

0.1 

NM 

NA 

2.48 

2.57 

4 

24 

average 

1.82 

5.2 

73 

4 

yes 

20 

2,000 

monthly 

0.56 

0.88 

57 

11 

average 

none 

NA 

NA 

NA 

4.72 

4.37 

-7 

18 

average 

0.20 

0.4 

4 

NA 

572 

5.79 

1 

28 

average 

1.40 

1.9 

24 

30 

yes 

10 

60,000 

annually 

3.87 

4.76 

23 

8 

very  high 

1.52 

3.0 

39 

9 

yes 

25 

3,000 

monthly 

1.58 

1.90 

20 

2 

NM 

0.28 

1.5 

18 

NA 

-™— . 

_. 

1.49 

1.04 

-30 

20 

average 

0.80 

10.0 

54 

-20 

yes 

10 

40,000 

annually 

1.87E 

2.39 

28 

14 

average 

0.20 

0.7 

12 

0 

2.10 

2.21 

5 

21 

high 

1.74 

6.5 

83 

4 

yes 

25 

100,000 

annually 

2.65 

2.86 

8 

11 

very  high 

1.20 

3.6 

45 

15 

yes 

25 

10,000 

monthly 

2.64 

2.86 

8 

10 

high 

1.00 

2.9 

38 

9 

yes 

25 

5,000 

monthly 

8.01 

5.06 

-37 

18 

low 

0.20 

0.4 

2 

0 

yes 

10 

5.000 

monthly 

0.74 

3.47 

369 

13 

average 

0.80 

2.4 

108 

32 

yes 

10 

5,000 

quarterly 

6.23 

7.22 

16 

24 

average 

2.24 

3.2 

36 

11 

1.43 

3.39 

137 

33 

average 

2.00 

3.6 

140 

5 

yes 

25 

1,000 

monthly 

0.16 

1.14 

NM 

6 

very  low 

0.20 

1.3 

125 

-31 

yes 

-12.62 

1.29 

D-P 

24 

low 

none 

NA 

NA 

NA 

5.55 

7.77 

40 

26 

low 

2.40 

3.9 

43 

39 

yes 

25 

24,000 

annually 

7.85 

7.66 

-2 

29 

high 

 — 

2.16 

2.3 

28 

7 

yes 

10 

3,000 

quarterly 

2.86 

11.70 

309 

20 

average 

3.20 

2.7 

112 

0 

yes 

10 

5,000 

monthly 

3.99 

4.07 

2 

7 

high 

1.48 

2.4 

37 

11 

yes 

25 

5.000 

monthly 

2.22 

2.24 

1 

25 

high 

1.72 

6.0 

77 

1 

yes 

25 

100,000 

annually 

1.46E 

1.82 

25 

5 

average 

none 

NA 

NA 

NA 

1.81E 

2.09 

15 

21 

average 

0.12 

04 

6 

26 

1.33 

1.76 

32 

22 

average 

none 

NA 

NA 

NA 

0.76 

1.37 

80 

38 

very  high 

none 

NA 

NA 

NA 

7.21 

7.33 

2 

30 

average 

1.80 

2.3 

25 

NA 

yes 

100 

5,000 

monthly 

2.40 

2.62 

9 

5 

high 

1.16 

3.9 

48 

1 

yes 

100 

7,500 

quarterly 

2.31 

2.57 

11 

3 

very  high 

0.92 

3.1 

40 

9 

yes 

25 

5,000 

quarterly 

0.72 

0.80 

11 

8 

high 

none 

NA 

NA 

NA 

_ 

. — 

i  !  ,  

1.06 

1.19 

12 

8 

average 

0.36 

2.9 

34 

NA 

3.78 

4.23 

12 

16 

very  high 

2.12 

2.5 

53 

7 

yes 

10 

60,000 

annually 

2.27 

2.38 

5 

23 

high 

0.96 

3.4 

42 

21 

yes 

25 

120,000 

annually 

1.96 

2.16 

10 

6 

very  high 

0.84 

3.0 

43 

5 

yes/3.0% 

25 

2,000 

monthly 

1.71 

2.21 

29 

12 

low 

none 

NA 

NA 

NA 

2.40 

2.87 

20 

23 

average 

0.40 

1.0 

17 

0 

2.37 

2.79 

18 

29 

very  high 

1.00 

1.2 

42 

17 

yes 

10 

60,000 

annually 

0.62 

0.78 

26 

14 

average 

0.10 

0.3 

16 

0 

yes 

10 

60,000 

annually 

1.04 

4.26 

310 

21 

very  high 

1.88 

2.4 

181 

15 

yes 

20 

60,000 

annually 

2.80 

2.68 

-4 

7 

average 

0.80 

3.2 

31 

47 

yes 

100 

2,000 

quarterly 

3.12 

3.28 

5 

3 

very  high 

1.08 

3.3 

35 

13 

yes 

10 

3,000 

quarterly 

-8.57 

3.13 

D-P 

12 

average 

0.60 

1.4 

NM 

NA 

yes 

10 

10,000 

quarterly 

Sources: 

William  O'NeilA  Co. 

IBES  Inc.  and  Market  Guide  via  OneSource  Information  Services 

Telemet  Orion;  Forbes. 
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Ticker  Exch  Company/fiscal  year-end   •— -  Stock  price 

symbol  5-year       12-month  recent 

high    low    high  low 


 Stock  performance    Price/earnings  ratio 

latest  12  months  year  to  date  latest  1996 

price      reiativeto     price      relative  to  12  est 

change      market      change       market  months 


COL 

n 

Columbia/HCAt/Dec 

58 

11 

58 

39- 

53% 

28% 

97 

6% 

102 

22.7 

16.0 

CMCSA 

0 

Comcast/Dec 

28 

8 

23 

14 

17% 

11 

84 

0 

96 

NM 

NM 

CDO 

n 

Comdisco/Sept 

24 

8 

24 

17 

20% 

22 

92 

-8 

88 

11.6 

10.6 

CMA 

n 

Comerica/Dec 

43 

17 

43 

27 

38% 

37 

103 

-5 

91 

10.8 

9.9 

CBSH 

0 

Commerce  Bancshs/Dec 

90 
00 

1  c 

Id 

90 
JO 

00 

J  0/2 

QO 

yj 

7 

-/ 

O.Q 
03 

19  S 

IL.J 

1  1  9 
III 

CFB 

n 

Commercial  Federal/June 

39 

4 

39 

23 

37% 

60 

121 

-1 

95 

10.5 

9.6 

CMC 

n 

Commercial  Metals/Aug 

30 

13 

29 

23 

27% 

12 

85 

12 

107 

10.0 

9.3 

CPQ 

n 

Compaq  Computer/Dec 

57 

7 

57 

31 

39% 

22 

92 

-17 

79 

13.8 

9.6 

CBSS 

0 

Compass  Bancshares/Dec 

35 

11 

35 

26 

31% 

18 

89 

-4 

92 

11.0 

10.0 

CPU 

n 

CompUSA/June 

50* 

7* 

50 

18 

49% 

137 

179 

59 

152 

24.8 

24.1 

CA 

n 

Computer  Associates/Mar 

77 
II 

c 
3 

77 
II 

07 
il 

705/. 
IC7S 

70 
IL 

i  on 

OQ 

lo 

100 
ILL 

NM 

on  o 
lU.l 

CSC 

n 

Computer  Sciences/Mar 

8) 

17 

81 

47 

71% 

43 

108 

1 

97 

300 

24.1 

CAG 

n 

ConAgra/Mav 

47 

23 

47 

31 

421A 

29 

97 

2 

98 

18.7 

15.9 

CRR 

n 

Conrail/Dec 

76 

23 

76 

51 

73'/2 

31 

99 

5 

101 

23.0 

13.8 

CNC 

n 

Conseco/Dec 

38 

6 

35 

17 

34% 

94 

147 

11 

106 

7.3 

10.1 

ED 

n 

Consolidated  Edison/Dec 

38 

23 

35 

27 

31Vb 

13 

85 

-2 

94 

10.6 

10.9 

pwr 
CNr 

n 

Consoi  Freightways/Dec 

zy 

1U 

00 

01 

£078 

o 

y 

QO 
07 

i 
i 

07 

y/ 

01  1 
Z4.4 

1  7  Q 
11.6 

CNG 

n 

Consol  Natural  Gas/Dec 

55 

33 

47 

36 

43% 

17 

88 

-5 

91 

NM 

17.1 

CDP 

n 

Consolidated  Papers/Dec 

65 

32 

65 

48 

56% 

13 

85 

0 

96 

10.9 

9.5 

CAIA 

n 

Continental  Airlines/Dec 

51* 

7* 

51 

9 

50% 

441 

409 

19 

114 

7.0 

7.3 

CBE 

n 

Cooper  Industries/Dec 

59 

32 

41 

33 

37Vi 

-4 

72 

1 

97 

14.8 

13.8 

CFL 

n 

CoreStates  Financial/Dec 

44 

17 

44 

29 

41% 

40 

106 

10 

105 

12.9 

10.2 

PI  \AI 

n 

Corning'Dec 

10 

Hi 

91 

07 
il 

0/1 

l<\ 

0/11/ 

0 
J 

7Q 
10 

Q 

0 

ino 

V3i 

MM 

(NM 

1  Q  O 

CCR 

n 

Countrywide  Credit/Feb 

27 

6 

27 

16 

201/2 

23 

93 

-5 

91 

10.5 

8.8 

COX 

n 

Cox  Communications/Dec 

24* 

14* 

24 

14 

21% 

26 

95 

11 

106 

55.4 

NM 

CPC 

n 

CPC  International/Dec 

76 

40 

76 

54 

69% 

25 

94 

1 

96 

20.2 

16.8 

CF 

n 

Crestar  Financial/Dec 

61 

15 

61 

42 

55 

31 

99 

-7 

89 

13.3 

10.1 

CCK 

n 

Crown  Cork  &  Seal/Dec 

51 

21 

51 

34 

48% 

11 

84 

17 

112 

58.7 

20.4 

PCV 

n 

r  c  v  ir\n~ 

CbX/Uec 

an 

1  0 

Is 

in 

4y 

oc 

JO 

45% 

lb 

07 

8/ 

-1 

nc 

y5 

1  C  0 
1  J.J 

1  1  7 
11./ 

CU 

n 

CUC  International/Jan 

40 

6 

40 

24 

31% 

28 

97 

- - 

88 

37.2 

29.5 

CFBI 

0 

Cullen/Frost  Bankers/Dec 

53 

7 

53 

34 



48% 

40 

106 

-4 

92 

11.8 

10.7 

CUM 

n 

Cummins  Engine/Dec 

58 

17 

49 

34 

41% 

-9 

69 

12 

107 

7.5 

9.8 

CYM 

n 

Cyprus  Amax  Mineral/Dec 

36 

18 

32 

24 

27% 

5 

79 

7 

102 

24.7 

8.2 

CYT 

n 

Cytec  Industries/Dec 

87* 

13* 

87 

32 

87% 

172 

205 

40 

134 

16.1 

16.4 

n 

Dana/Oec 

34 

12 

34 

23 

33% 

41 

106 

14 

109 

1  1  7 
11./ 

1 1  n 
11.0 

DRI 

n 

Darden  Restaurants/May 

NA 

NA 

13* 

10* 

13% 

NA 

NA 

12 

107 

36.8 

146 

DAPN 

0 

Dauphin  Deposit/Dec 

32 

16 

32 

23 

29% 



20 

90 

3 

99 

14.0 

13.0 

DH 

n 

Dayton  Hudson/Jan 

87 

56 

84 

63 

84% 

22 

92 

12 

107 

20.9 

16.8 

OF 

n 

Dean  Foods/May 

34 

23 

30 

25 

25% 

-6 

71 

-6 

90 

16.6 

13.3 

DWD 

n 

Dean  Witter  Discover/Dec 

58* 

31* 

58 

40 

53% 

25 

94 

14 

109 

11.0 

9.8 

DE 

n 

Deere  &  Co/Oct 

44 

12 

44 

26 

42 

63 

123 

19  . 

114 

14.9 

13.5 

DELL 

0 

Dell  Computer/Jan 

49 

7 

49 

21 

33% 

50 

113 

-4 

92 

12.5 

10.0 

DAL 

n 

Delta  Air  Lines/June 

81 

40 

81 

57 

79 

39 

105 

7 

103 

9.6 

10.4 

DLX 

n 

Deluxe/Dec 

49 

26 

34 

27 

31% 

14 

86 

10 

105 

30.1 

17.2 

DEPS 

0 

Deposit  Guaranty/Dec 

52 

12 

52 

32  . 

46 

41 

106 

3 

99 

12.2 

11.0 

DL 

n 

Dial 

33 

12 

33 

21 

29% 

88 

0 

95 

NM 

15.9 

DRM 

n 

Diamond  Shamrock/Dec 

33 

16 

33 

23 

31% 

26 

95 

20 

115 

21.0 

13.9 

DEC 

n 

Digital  E  lent/June 

77 

18 

77 

32 

64% 

102 

152 

0 

96 

24.0 

17.2 

.  less  than  period  maV     .    rl     -  3s  originally  reported,  adjusted  for  splits;  performance  includes  value  of  special  distributions.   NA:  Not  available  or  not  applicable. 

-  meaningful.  E:  Estimate.  D-O:  Deficit  to  deficit.   D-P:  Deficit  to  profit,  P-D:  Profit  to  deficit.      Stock  prices  as  of  Mar.  15. 1996. 
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 :  Earnings    Dividends    Dividend  reinvestment  plan  — 

1995         1996       %  change      number    confidence  indicated      yield         payout        5-year  available/        additional  purchase 
EPS          EPS        '96vs'95        of        factor  on          rate                                    growth       discount       amount  frequency 
est            EPS        analysts     estimate                                                   rate  min  max 


$2.37 

$3.37 

42% 

33 

very  high 

$0.12 

0.2% 

5% 

NA 

-0.16 

-0.19 

D-D 

20 

very  low 

0.09 

0.5 

NM 

0% 

1.73 

1.96 

13 

11 

high 

0.28 

1.3 

16 

9 

3.54 

3.84 

8 

21 

high 

1.40 

3.7 

40 

12 

yes 

$10 

$3,000 

quarterly 

2.85 

3.16 

11 

9 

high 

0.76 

2.1 

27 

12 

2.11 

3.89 

84 

8 

very  high 

0.40 

1.1 

11 

NA 

 .„..  ,„,..„„. 

2.52 

2.97 

18 

8 

average 

0.48 

1.7 

17 

2.88 

4.14 

44 

37 

average 

none 

NA 

NA 

NA 

2.88 

3.19 

11 

11 

high 

1.28 

4.0 

44 

18 

yes 

25 

1,000 

monthly 

1.21 

2.05 

69 

14 

average 

none 

NA 

NA 

NA 

2.94E 

3.60 

22 

15 

high 

0.14 

0.2 

NM 

25 

yes 

25 

3,000 

monthly 

2.47E 

2.95 

19 

20 

very  high 

none 

NA 

NA 

NA 

r   :.-  

2.34E 

2.65 

13 

19 

very  high 

0.95 

2.2 

42 

11 

yes 

50 

50,000 

annually 

3.19 

5.33 

67 

20 

average 

1.70 

2.3 

53 

18 

yes 

none 

4,000 

annually 

4.75 

3.44 

-28 

6 

average 

0.04 

0.1 

1 

66 

2.93 

2.85 

-3 

22 

high 

2.08 

6.7 

71 

2 

yes 

20 

12,000 

annually 

1.10 

1.51 

37 

12 

low 

0.40 

1.5 

36 

NA 

0.23 

2.52 

NM 

22 

average 

1.94 

4.5 

NM 

1 

yes 

25 

5,000 

quarterly 

5.16 

5.90 

14 

15 

low 

1.68 

3.0 

33 

3 

yes 

100 

3,000 

quarterly 

7.20 

6.94 

-4 

14 

low 

none 

NA 

NA 

NA 

2.51 

2.70 

8 

17 

average 

1.32 

3.5 

53 

3 

yes 

25 

24,000 

annually 

3.22 

4.10 

27 

26 

average 

1.68 

4.0  ■ 

52 

11 

yes 

50 

5,000 

monthly 

-0.23 

1.80 

D-P 

11 

average 

0.72 

2.1 

NM 

1 

yes 

10 

5,000 

monthly 

1.95 

2.32 

19 

15 

average 

0.32 

1.6 

16 

22 

yes/4.0% 

0.39 

-0.13 

P-D 

9 

very  low 

i —  — — 

none 

NA 

NA 

NA 

3.43 

4.11 

20 

26 

very  high 

1.52 

2.2 

44 

8 

yes 

10 

12,000 

annually 

4.12 

5.42 

32 

22 

high 

1.80 

3.3 

44 

20 

yes/5.0 

10 

10,000 

quarterly 

0.83 

2.39 

188 

11 

average 

1.00 

2.1 

120 

NA 

2.94 

3.86 

31 

22 

high 

1.04 

2.3 

35 

7 

yes 

25 

1,500 

monthly 

0.84 

1.06 

26 

13 

high 

none 

NA 

NA 

NA 

.... 

— -  

4.08 

4.53 

11 

9 

high 

1.40 

2.9 

34 

NA 

5.52 

4.21 

-24 

16 

low 

1.00 

2.4 

18 

86 

yes 

10 

6,000 

quarterly 

1.13 

3.38 

199 

17 

low 

0.80 

2.9 

71 

0 

yes 

50 

3,000 

monthly 

5.40 

5.30 

-2 

7 

very  high 

none 

NA 

NA 

NA 

2.84 

3.02 

6 

17 

average 

0.92 

2.8 

32 

3 

yes 

25 

2,000 

monthly 

0.79E 

0.91 

15 

16 

high 

0.08 

0.6 

22 

NA 

2.12 

2.28 

8 

5 

high 

™  

1.06 

3.6 

50 

35 

yes 

50 

1,000 

monthly 

4.03 

5.01 

24 

25 

average 

1.76 

2.1 

44 

5 

yes 

10 

1.000 

monthly 

1.57E 

1.95 

24 

10 

average 

0.72 

2.8 

46 

9 

yes 

25 

3,000 

quarterly 

4.88 

5.46 

12 

14 

high 

0.88 

1.6 

18 

72 

2.71 

3.10 

14 

28 

average 

0.80 

1.9 

28 

1 

yes 

50 

10,000 

monthly 

2.67 

3.35 

25 

30 

average 

none 

NA 

NA 

NA 

4.07 

7.58 

86 

12 

low 

0.20 

0.3 

2 

-43 

yes 

25 

10,000 

annually 

1.06 

1.85 

75 

11 

average 

1.48 

4.6 

140 

4 

3.78 

4.18 

11 

7 

average 

1.32 

2.9 

35 

15 

yes 

50 

5,000 

quarterly 

0.00 

1.85 

NM 

14 

average 

0.64 

2.2 

NM 

-2 

yes 

10 

5,000 

monthly 

1.48 

2.24 

51 

12 

low 

0.56 

1.8 

38 

2 

0.15 

3.74 

NM 

21 

average 

none 

NA 

NA 

NA 

Sources:  William  O'Neil  &  Co.;  IBES  Inc.  and  Market  Guide  via  OneSource  Information  Services;  Telemet  Orion;  Forbes. 
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WE'RE  MAKING 

Day  in  and  day  out,  your  car  carries 
loads  so  priceless,  you'd  wish  you 
were  driving  a  Brinks  truck.  But  now, 
thanks  to  Bayer,  you  can  be  assured 

YOUR  CAR 

that  your  cargo  is  getting  the  kind  of 
protection  it  deserves.  Because  special 
energy  absorbing  polyurethane  foam 
systems  we've  developed  are  helping 

SAFER 

the  auto  industry  make  today's  cars 
safer  than  ever  before.  In  bumpers, 
headliners,  doors  and  instrument 
panels,  our  foam  systems  are  reducing 

FOR 

risk  of  serious  injury  by  absorbing 
energy  better.  Protecting  your  car's 
occupants  in  side  collisions  up  to 
35  m.p.h.  And  while  we  hope  you'll 

YOUR  CARGO. 

never  have  to  experience  the  benefit 
of  our  energy  absorbing  foams,  we 
believe  that  they'll  make  you  feel  a 
whole  lot  safer  over  the  long  haul. 

Bayer 


WE  CURE  MORE  HEADACHES  THAN  YOU  THINK. 

Bayer  is  an  international,  research-based  company  in 
health  care,  chemicals,  and  imaging  technologies. 


Ticker  Exch  Company/fiscal  year-end  — — \ — Stock  price  

symbol  5-year       12-month  recent 

high    low    high  low 


 Stock  performance   Price/earnings  ratio 

latest  12  months  year  to  date  latest  1996 

price      relative  to     price      relative  to  12  est 

change      market      change      market  months 


ODS 

n 

Dillard  Dept  Stores/Jan 

53 

24 

37 

24 

36% 

50% 

113 

29% 

123 

24.7 

14.5 

DME 

n 

Dime  Bancorp/Dec 

13 

2 

13 

9 

11 

28 

96 

-5 

91 

19.3 

9.6 

DIS 

n 

Walt  Disney/Sept 

70 

26 

70 

r  1 

51 

69% 

oc 
25 

94 

1 0 
18 

1 1 0 
113 

Of  A 

26.4 

26.5 

DOL 

n 

Dole  Foodt/Oec 

48 

23 

43 

26 

42% 

77 

133 

22 

117 

21.4 

16.7 

n 

V 

n 

uorninion  Acoouitcb/ucL 

sn 

Ju 

j  i 

44 

35 

38% 

JO  /4 

R 

I 

OU 

_7 

00 

IS  fi 

1  J.U 

19  S 
it.  j 

DNY 

n 

RR  Donnelley  &  Sons/Dec 

41 

21 

41 

33 

36% 

79 

-6 

90 

189 

16.6 

DOV 

n 

Dover/Dec 

49 

17 

49 

30 

471/2 

57 

119 

29 

123 

19.4 

16.7 

DOW 

n 

Dow  Chemical/Dec 

90 

46 

fin 

90 

65 

88% 

on 

oU 

no 

98 

26 

1 0 1 
121 

11.5 

11.9 

DJ 

n 

Dow  Jones/Dec 

42 

22 

41 

34 

40 

10 

83 

0 

96 

20.4 

18.5 

DSL 

n 

Downey  Financial/Dec 

26 

10 

24 

15 

22% 

49 

113 

5 

100 

18.3 

11.3 

noi 
Url 

n 

npi  /nor- 

Ur  L/UcL 

9fi 

10 

9R 

?n 

93Vn 

19 

LL 

BR 

OJ 

_] 

8Q 
0  j 

id  9 

14.  L 

1 3  7 
10./ 

DQE 

n 

DQE/Dec 

32 

17 

32 

21 

27% 

30 

98 

-9 

87 

12.7 

12.6 

Dl 

n 

Dresser  Industriest/Oct 

30 

16 

30 

19 

28% 

39 

105 

17 

112 

23.5 

21.0 

DIGI 

0 

DSC  Communications/Dec 

64 

2 

64 

22 

29% 

-16 

63 

-21 

76 

17.9 

17.1 

DTE 

n 

DTE  Energy/Dec 

37 

24 

37 

27 

33% 

23 

93 

-3 

93 

11.9 

11.5 

DD 

n 

du  Pont  de  Nemours/Dec 

82 

36 

82 

57 

81% 

41 

106 

16 

111 

14.5 

12.7 

n 

UUKc  ruWci7Utx 

JO 

97 

LI 

S3 

JO 

38 

00 

40  /4 

93 

Q3 

JO 

0 

L 

qo 

JO 

1!  8 

14.0 

id  d 

14.4 

DNB 

n 

Dun  &  Bradstreet/Dec 

69 

43 

69 

51 

59% 

13 

85 

-8 

88 

316 

15.0 

DUR 

n 

Duracell  Intl/June 

55* 

19* 

55 

41 

49% 

: 

15 

87 

-4 

92 

24.4 

23.1 

EMN 

n 

Eastman  Chemical/Dec 

76* 

40' 

76 

53 

71V2 

30 

98 

15 

110 

10.5 

10.5 

EK 

n 

Eastman  Kodakt/Dec 

78 

38 

78 

51 

73V8 

40 

106 

9 

1  nc 

105 

1  n  n 

19.9 

17.1 

ETN 

n 

Eaton/Dec 

63 

27 

63 

50 

59% 

19 

90 

11 

106 

11.6 

11.6 

FPU 

con 

n 

C" <~  h  1 1  n  /Ann 

AO 
4U 

in 

1U 

4(1 
4U 

00 

3  Wo 

OJ78 

n 
u 

7S 
/J 

0 

— L 

Q3 
jO 

\k  3 

14.0 

19  S 

1  £  J 

ECK 

n 

Eckerd/Jan 

484 

13* 

48 

25 

46% 

84 

139 

5 

100 

16.7 

14.5 

EIX 

n 

Edison  International/Dec 

26 

12 

19 

15 

16% 

7 

81 

r 

-6 

90 

1  n  n 

10.0 

n  0 

9.8 

AGE 

n 

AG  Edwards/Feb 

27 

13 

27 

21 

24% 

11 

84 

2 

98 

10.1 

8.9 

EMC 

n 

EMC/Dec 

27 

% 

27 

13 

20% 

34 

101 

35 

129 

15.3 

12.3 

EMR 

n 

Emerson  Electric/Sept 

87 

43 

87 

64 

79% 

23 

93 

-2 

94 

19.1 

17.7 

FP 

n 

Lngciriaiu/ucL 

33 

7 

00 

is 

iU/2 

id 

14 

SK 

— D 

on 

JU 

91  A 
Z1.4 

18  1 
10.1 

ENA 

n 

Enova/Dec 

28 

18 

25 

20 

22 

6 

80 

-7 

89 

11.3 

11.3 

CMC 

n 

Enron/Dec 

a  n 

40 

15 

40 

32 

34% 

\-~~~ 

3 

79 

n 

-9 

00 
08 

1  c  0 

lb. 8 

1  c  n 

ETR 

n 

Entergy/Dec 

40 

20 

30 

20 

27Va 

30 

98 

-7 

89 

12.7 

11.4 

EFX 

n 

Equifax/Dec 

23 

7 

23 

15 

19% 

20 

90 

-7 

89 

20.3 

17.4 

cn 

E(J 

n 

Equitable  Cos/Dec 

32* 

7* 

27 

21 

25 

14 

86 

4 

100 

14.3 

12.1 

Fir 

n 

CqUlldDIc  01  lOWd/UcL 

At) 
4U 

c 

O 

4U 

01 

0G3/„ 
0078 

1 9 

IL 

ss 

OJ 

13 
1j 

ins 

lUo 

1 3  k 
10.0 

in  n 

1U.U 

EL 

n 

Estee  Lauder  Cos/June 

NA 

NA 

39* 

32* 

34% 

NA 

NA 

0 

96 

NA 

31.1 

vniu 
XUN 

n 

Exxon/Dec 

86 

54 

86 

65 

79 

1  Ttrr 

21 

91 

-3 

93 

i  ^  

15.3 

15.3 

FDX 

n 

Federal  Express/May 

86 

31 

86 

59 

70 

6 

80 

-5 

91 

14.3 

11.0 

CDC 

rKt 

n 

Federal  Home  Loan/Dec 

92 

24 

92 

55 

8IV2 

43 

108 

-2 

93 

14.3 

12.3 

FNM 

n 

Federal  Natl  rvlort/Dec 

36 

11 

36 

19 

31% 

64 

124 

1 

97 

16.0 

12.8 

Fn 
ru 

n 

Federated  Dept  Strs/Jan 

04 

1 1  * 

04 

oi 

LI 

097/- 
51 78 

43 

1 1 0 
iio 

01 

LI 

lib 

MM 

ID. 4 

FHPC 

0 

FHP  International/June 

34 

10 

34 

20 

32V2 

13 

85 

14 

109 

NM 

22.3 

FFED 

0 

Fidelity  Federal  Bank/Dec 

16 

2 

16 

10 

\m 



21 

91 

-25 

72 

NM 

16.1 

FITB 

0 

Fifth  Third  Bancorp/Jun 

59 

18 

59 

32 

55% 

59 

120 

14 

109 

19.2 

16.9 

Fl 

a 

Fina/Dec 

52 

30 

52 

39 

48 

23 

93 

-5 

91 

14.3 

NA 

FNV 

n 

Finova  Group/Dec 

55* 

18* 

55 

32 

52 

63 

123 

8 

103 

14.8 

12.8 

FATN 

0 

First  American/Dec 

50 

9 

50 

33 

431/2 

31 

99 

-8 

88 

12.0 

10.3 

F>r;t  Bank  System/Dec 

60 

17 

60 

39 

57% 

50 

113 

16 

111 

13.8 

12.3 

*Ran%f.  is  ror  less  than  period  indicated.  tPrices  as  originally  reported,  adjusted  for  splits;  performance  includes  value  of  special  distributions.  NA:  Not  available  or  not  applicable. 
NM:Notmea,  ■         F.. Estimate.   D-D:  Deficit  to  deficit.   D-P:  Deficit  to  profit.   P-D:  Profit  to  deficit.      Stock  prices  as  of  Mar.  15,  1996. 
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-Earnings  - 

Dividends 

Dividend  reinvestment  plan 

1995 

1996 

%  change 

number 

confidence 

indicated 

yield 

payout 

5-year 

available/ 

additional  purchase 

EPS 

EPS 

'96  vs  '95 

of 

factor  on 

rate 

growth 

discount 

amount 

frequency 

est 

EPS 

analysts 

estimate 

rate 

min 

max 

$1.48 

$2.53 

71% 

23 

average 

$0.12 

0.3% 

8% 

11% 

0.57 

1.15 

102 

14 

low 

none 

NA 

NA 

NA 

2.60 

2.61 

0 

31 

average 

0.44 

0.6 

17 

20 

2.00 

2.56 

28 

6 

average 

0.40 

0.9 

20 

0 

2.45 

3.06 

25 

31 

high 

2.58 

6.7 

105 

3 

yes 

none 

$50,000 

quarterly 

1.95 

2.22 

14 

16 

high 

0.72 

2.0 

37 

9 

yes 

$10 

60,000 

annually 

2.45 

2.84 

16 

9 

high 

0.60 

1.3 

24 

8 

772 

7.46 

-3 

27 

low 

3.00 

3.4 

39 

1 

yes 

25 

25,000 

quarterly 

1.96 

2.16 

10 

18 

high 

0.96 

2.4 

49 

5 

yes 

25 

1,000 

monthly 

1.24 

2.02 

63 

3 

average 

0.48 

2.1 

39 

14 

1.63 

1.69 

4 

23 

high 

1.30 

5.6 

80 

4 

yes 

25 

1,000 

quarterly 

2.20 

111 

4  . 

22 

average 

1.28 

4.6 

58 

6 

yes 

10 

60,000 

annually 

1.17 

1.36 

16 

25 

high 
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'Range  is  for  less  than  period  indicated.  tPrices  as  originally  reported,  adjusted  for  splits;  performance  includes  value  of  special  distributions.  NA:  Not  available  or  not  applicable. 
NM:  Not  meaningful.   E:  EM"    e    D-D:  Deficit  to  deficit.  D-P:  Deficit  to  profit.   P-D:  Profit  to  deficit.      Stock  prices  as  of  Mar.  15, 1996. 
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3.4 

42 

7 

yes 

25 

1,000 

monthly 

3.41 

3.70 

9 

27 

high 

1.40 

2.0 

41 

3 

yes 

10 

5,000 

monthly 

1.23 

1.40 

14 

37 

high 

j  0.30 

1.1 

24 

14 

2.19 
4.30 
2.44 
1.16 
1.21 
5.10 


2.82 
4.62 
0.75 
1.04 
1.42 
4.17 


29 
7 

-69 
-10 
17 
-18 


average 
NM 

very  low 
low 

average 
high 


none 
1.72 
none 
0.36 
none 
1.64 


3.8 


1.4 


2.8 


40 


32 


yes 


25     3,000  monthly 


34 
NA 
41 


Sources:  William  O'Neil  &  Co.;  I8ES  Inc.  and  Market  Guide  via  OneSource  Information  Services;  Telemet  Orion;  Forbes. 
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Ticker  5Exch.;:  Company  'iscal-year-end   -  Stock  price  ;  

symbol         '  5-year       12-month  recent 

high   low    high  low 


 Stock  performance    Price/earnings  ratio 

latest  12  months  year  to  date  latest  1996 

price      relative  to     price      relative  to  12  est 

change      market      change       market  months 


GE 

n 

General  Electric/Dec 

81 

31 

81 

53 

-  75% 

40% 

105 

5% 

101 

19.4 

17  4 

GIC 

n 

General  Instrument/Dec 

42* 

6* 

42 

18 

25% 

-23 

58 

10 

105 

25.8 

20.0 

GIS 

n 

General  Millst/May 

76 

49 

63 

50 

57% 

13 

85 

0 

96 

23.9 

17.4 

GM 

n 

General  Motors/Dec 

65 

27 

55 

41 

521/4 

27 

96 

-1 

95 

7.2 

7.7 

GNCI 

0 

General  Nutrition  Cos/Jan 

27* 

5* 

27 

12 

25% 

95 

147 

13 

108 

31.9 

26.1 

GPU 

n 

General  Public  Utils/Dec 

35 

22 

35 

28 

31V2 


9 

82 

-1 

89 

8.3 

10.6 

GRN 

n 



General  Re/Dec 

158 



78 

■■ 

158 

125 

142% 

10 

83 

-8 

88 

14.4 

13.6 

GPC 

n 

Genuine  Parts/Dec 

46 

25 

46 

36 

44% 

13 

85 

8 

104 

17.6 

15.9 

GGC 

n 

Georgia  Gulf/Dec 

43 

15 

38 

27 

37 

34 

101 

21 

116 

7.8 

11.5 

GP 

n 

Georgia-Pacific/Dec 

96 

41 

96 

63 

70% 

-5 

72 

3 

99 

6.3 

15.5 

GFSA 

a 

Giant  Food/Feb 

35 

17 

35 

23 

31% 

36 

103 

1 

97 

18.5 

17.4 

G 

n 

Gillette/Dec 

58 

17 

58 

1 

40 

52 

26 

95 

0 

96 

281 

24.2 

GLN 

n 

 1  *   111    " 1 1 1  " 

Glendale  Federal  Bk/June 



216 



5 

19 

10 

16V4 

55 

117 

-8 

88 

18.9 

16.4 

GDW 

n 

Golden  West  Finl/Dec 

58 

28 

58 

36 

491/2 

31 

99 

-10 

86 

12.4 

9.8 

GR 

n 

BF  Goodrich/Dec 

39 

18 

39 

22 

38% 

74 

132 

13 

109 

17.9 

18.2 

GT 

n 

Goodyear/Dec 

52 

10 

52 

34 

51% 

45 

110 

13 

108 

12.7 

11.4 

GRA 

n 

WR  Grace/Dec 

82 

29 

82 

49 

8OV4 

61 

121 

36 

130 

NM 

18.8 

GWW 

n 

WW  Grainger/Dec 

71 

38 

71 

56 

68% 

10 

83 

4 

99 

189 

16.8 

GUCO 

0 



Grand  Union/Mar 

NA 



NA 

16* 

4* 

51/4 

NA 

NA 

-30 

67 

NA 

NA 

GAP 

n 

Great  A&P  Tea/Feb 

58 

17 

29 

20 

28Vs 

32 

100 

22 

117 

18.8 

16.7 

GLK 

n 

Great  Lakes  Chemical/Dec 

84 

39 

79 

56 

67% 

12 

85 

-6 

90 

15.0 

13.6 

GWF 

n 

Great  Western  Finl/Dec 

27 

13 

27 

17 

22% 

24 

94 

-11 

85 

13.2 

9.7 

GNT 

n 

Green  Tree  Financial/Dec 

37 

2 

37 

19 

33% 

68 

127 

26 

120 

18.3 

15.5 

GNPT 

0 

GreenPoint  Financial/Dec 

30* 

18* 

30 

niriTT-  -' 

21 

281/4 
 1 — 

20 

90 

6 

101 

12.3 

10.8 

GTE 

n 

GTE/Dec 

49 

28 

49 

32 

41V2 

21 

91 

-5 

91 

15.8 

14.6 

GDT 

n 

Guidant/Dec 

50* 

15* 

50 

18 

441/2 

134 

177 

5 

101 

31.6 

24.9 

HAL 

n 

Halliburtont/Oec 

58 

22 

58 

33 

57% 

59 

120 

18 

113 

28.3 

24.2 

HRD 

n 

Hannaford  Bros/Dec 

29 

16 

29 

23 

27V4 

5 

79 

11 

106 

16.3 

14.7 

H 

n 

Harcourt  Generalt/Oct 

47 

17 

47 

38 

46 

15 

87 

10 

105 

20.5 

18.1 

HDI 

n 

Harley-Davidson/Dec 

37 

7 

37 

22 

361/2 

59 

120 

27 

122 

24.3 

20.9 

HPH 

n 

Harnischteger  Inds/Oct 

41 

16 

41 

27 

381/2 

38 

104 

16 

111 

17.2 

13.2 

HET 

n 

Harrah's  Entertaint/Dec 

55 

6 

33 

22 

27% 

16 

87 

14 

109 

36.3 

16.5 

HRS 

n 

Harris/June 

69 

21 

69 

44 

66 

48 

112 

21 

116 

15.6 

14.6 

HAS 

a 

Hasbro/Dec 

47 

16 

47 

29 

35% 

10 

83 

14 

109 

20.0 

14.8 

HE 

n 

Hawaiian  Electric/Dec 

45 

30 

40 

33 

351/4 

6 

80 

-9 

87 

13.3 

12.7 

HBOC 

0 

HBO  &  Co/Dec 

102 

3 

102 

40 

95% 

 1 

139 

181 

25 

120 

NM 

499 

HQ 

n 

Health  Systems  Intl/Dec 

37* 



10* 

37 

"  ■  ■ 
25 

37 



28 

97 

15 

110 

20.2 

15.6 

HS 

n 

Healthsource/Dec 

41 

3 

41 

15 

38% 

77 

134 

8 

103 

47.8 

35.2 

HRC 

n 

HealthSouth/Dec 

36 

6 

36 

16 

36 

78 

134 

24 

118 

32.4 

25.0 

HECHA 

0 

Hechinger/Jan 

17 

i 

11 

3 

4% 

-61 

30 

-6 

90 

NM 

27.5 

HN7 

n 

nj  neinz/ftpr 

31 

71 

21 

07 
01 

OC 

25 

34% 

28 

i 

yy 

1 0  7 

il.i 

HPC 

n 

Hercules/Dec 

66 

11 

66 

46 

65% 

39 

105 

16 

111 

22.2 

20.2 

HSY 

n 

Hershey  Foods/Dec 

81 

37 

81 

50 

73% 

« 

108 

13 

108 

21.7 

19.1 

HWP 

n 

Hewlett-Packard/Oct 

104 

22 

104 

59 

99% 

66 

125 

19 

114 

20.1 

17.1 

HFS 

n 

HFSt/Oec 

52* 

5* 

52 

14 

47% 

246 

261 

17 

112 

64.4 

43.7 

HIB 

n 

Hibernia/Dec 

11 

2 

11 

7 

10 

33 

101 

-7 

89 

9.5 

11.5 

HB 

n 

Hillenbrand  Inds/Nov 

49 

21 

35 

27 

34% 

22 

92 

3 

99 

27.5 

18.6 

HLT 

n 

Hilton  Hotels/Dec 

100 

34 

100 

60 

92% 

33 

101 

50 

144 

26.0 

23.4 

'Range  is  for  less  than  period  indicated.   tPrices  as  originally  reported,  adjusted  for  splits;  performance  includes  value  of  special  distributions.   NA:  Not  available  or  not  applicable. 

NM:Notmeaningfjl.   E:  Estimate.  D-D:  Deficit  to  deficit.   D-P:  Deficit  to  profit.   P-D:  Profit  to  deficit.      Stock  prices  as  of  Mar.  15, 1996. 
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 Earnings  —   Dividends  — -   Dividend  reinvestment  plan  — 

1995         1996       %  change     number   confidence  indicated      yield         payout       5-year  available/       additional  purchase 

EPS  EPS        '96vs'95        of       factor  on         rate  growth  discount      amount  frequency 

est  EPS        analysts    estimate  rate  min  max 


$3.90 

$4.35 

12% 

25 

very  high 

$1.84 

2.4% 

47% 

9% 

yes 

$10 

$10,000 

monthly 

1.00 

1.29 

29 

22 

average 

none 

NA 

NA 

NA 

2.98E 

3.31 

11 

26 

average  . 

2.00 

3.5 

83 

8 

yes 

10 

3,000 

quarterly 

7.28 

6.75 

-7 

27 

low 

1.60 

3.1 

22 

-12 

yes/3.0% 

25 

25,000 

monthly 

0.81 

0.99 

22 

7 

very  high 

none 

NA 

NA 

NA 

3.79 

2.98 

-21 

22 

very  high 

1.88 

6.0 

50 

8 

yes 

50 

6,000 

quarterly 

9.92 

10.50 

6 

27 

high 

2.04 

1.4 

21 

4 

yes 

10 

10,000 

quarterly 

2.52 

2.79 

11 

23 

high 

1.34 

3.0 

53 

7 

yes 

10 

3,000 

quarterly 

4.73 

3.22 

-32 

14 

low 

0.32 

0.9 

7 

NA 

11.29 

4.56 

-60 

23 

very  low 

2.00 

2.8 

18 

4 

yes 

25 

5,000 

monthly 

1.72 

1.83 

6 

5 

very  high 

0.74 

2.3 

43 

3 

yes 

10 

1,000 

quarterly 

1.85 

2.15 

16 

24 

very  high 

0.60 

1.2 

32 

20 

yes 

10 

5,000 

monthly 

1.28 

0.99 

-23 

12 

average 

none 

NA 

NA 

NA 

4.00 

5.06 

27 

12 

average 

0.38 

0.8 

10 

16 

2.15 

2.12 

-1 

8 

average 

1.10 

2.9 

51 

0 

yes 

25 

1,000 

monthly 

4.02 

4.51 

12 

17 

high 

1.00 

2.0 

25 

23 

yes 

10 

15,000 

quarterly 

-3.40 

4.27 

D-P 

10 

average 

0.50 

06 

NM 

-4 

yes 

100 

100,000 

annually 

3.64 

4.09 

12 

17 

high 

0.92 

1.3 

25 

10 

0.00 

NA 

NA 

NA 

NA 

none 

NA 

NA 

NA 

1.50 

1.68 

12 

8 

average 

0.20 

0.7 

13 

-23 

4.52 

4.97 

10 

18 

very  high 

0.48 

0.7 

11 

13 

1.72 

2.33 

35 

15 

average 

0.92 

4.1 

53 

1 

yes/2.0 

100 

10,000 

quarterly 

1.81 

2.14 

18 

13 

high 

0.25 

0.8 

14 

29 

2.29 

2.61 

14 

13 

low 

0.80 

2.8 

35 

NA 

2.62 

2.85 

9 

24 

high 

1.88 

4.5 

72 

3 

yes 

25 

5,000 

quarterly 

1.41 

1.79 

27 

16 

average 

0.10 

0.2 

7 

NA 

2.04 

2.39 

17 

31 

average 

1.00 

1.7 

49 

0 

1.67 

1.86 

11 

15 

average 

0.48 

1.8 

29 

13 

yes 

25 

2,000 

monthly 

2.16 

2.54 

18 

11 

high 

0.68 

1.5 

30 

NA 

yes 

25 

2,500 

quarterly 

1.50 

1.75 

17 

9 

high 

0.20 

0.5 

13 

NA 

yes 

30 

5,000 

quarterly 

1.32 

2.92 

121 

9 

average 

0.40 

1.0 

18 

0 

0.76 

1.67 

120 

17 

average 

none 

NA 

NA 

NA 

3.95 

4.53 

15 

7 

very  high 

1.36 

2.1 

32 

6 

yes 

10 

5,000 

quarterly 

1.76 

2.38 

35 

13 

average 

0.40 

1.1 

23 

19 

2.66 

2.78 

5 

12 

high 

2.40 

6.8 

90 

2 

yes 

25 

100,000 

annually 

-0.67 

1.92 

D-P 

18 

high 

0.16 

0.2 

NM 

6 

1.83 

2.37 

30 

9 



average 

none 

NA 

NA 

NA 

0.81 

1.10 

36 

25 

average 

none 

NA 

NA 

NA 

1.11 

1.44 

30 

12 

average 

none 

NA 

NA 

NA 

-1.84 

0.15 

D-P 

16 

very  low 

none 

NA 

NA 

NA 

1.77E 

1.97 

11 

24 

very  high 

1.06 

3.1 

61 

8 

yes 

25 

5,000 

monthly 

2.93 

3.23 

10 

14 

average 

0.92 

1.4 

31 

3 

yes 

50 

2,000 

monthly 

3.40 

3.85 

13 

23 

very  high 

1.44 

2.0 

42 

10 

yes 

50 

20,000 

annually 

4.63 

5.83 

26 

27 

average 

0.80 

0.8 

16 

? 

0.74 

1.09 

47 

11 

average 

none 

NA 

NA 

NA 

1.05 

0.87 

-17 

17 

average 

0.28 

2.8 

27 

NA 

yes/5.0 

100 

3,000 

monthly 

1.27 

1.87 

47 

7 

average 

0.62 

1.8 

49 

21 

3.56 

3.95 

11 

17 

average 

1.20 

1.3 

34 

0 

Sources:  William  O'Neil  &  Co.;  IBES  Inc.  and  Market  Guide  via  OneSource  Information  Services;  Telemet  Orion;  Forbes. 
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YES,  WE  HAVE  UNMATCHE 
AND  AMERICA'S  LOWES 
BUT  LET'S  DISCUSS  WHAT  YO 


NORTH  ( 

We  have  over  450  golf  courses.  Ross,  Fazio,  Maples,  and  Nicklaus  I 
919-733-3333  •  FAX  919-133-9265  •  E-Mail  ,nfo@m 


CONSTRUCTION  COSTS. 
REALLY  CARE  ABOUT:  GOLF 


A      R     O      L      I      N  A 

designed  masterpieces  here.  Private  memberships  are  readily  available, 
merce. state,  nc.  us  •  INTERNET  http: //www. commerce. state,  nc.  us/ 


Ticker  Exch  Company/fiscal  year-end  Stock  price  -   Stock  performance    Price/earnings  ratio 

symbol  5-year      12-month     recent        latest  12  months  year  to  date  latest  1996 

high    low    high    low  price      relative  to     price      relative  to  12  est 

change      market      change      market  months 


HD 

n 

Home  Depot/Jan 

52 

17 

50 

37. 

49V2 

8% 

82 

4% 

99 

32.1 

25.8 

HM 

n 

Homestake  Mining/Dec 

25 

10 

21 

15 

18% 

4 

78 

18 

113 

NM 

55.3 

HON 

n 

Honeywell/Dec 

55 

26 

55 

36 

53V2 

45 

110 

10 

105 

20.4 

17.7 

HMN 

n 

Horace  Mann/Dec 

36* 

17* 

36 

20 

3l1/s 

32 

100 

0 

95 

10.6 

10  2 

HRL 

n 

Hormel  roods/Uct 

00 
LO 

1  7 
1/ 

Ofi 

90. 
ii 

OMA 
id  72 

A 

— *4 

70 

A 
4 

QQ 

16. D 

1  E  c 
1D.D 

HMT 

n 

Host  Marriottt/Dec 

33 

6 

14 

9 

12% 

31 

99 

-2 

94 

NM 

NM 

HI 

n 

Household  Intl/Dec 

72 

20 

72 

42 

66% 

56 

118 

12 

107 

15.5 

13.0 

HOU 

n 

Houston  Industries/Dec 

26 

15 

26 

19 

21% 

14 

86 

-10 

86 

4.8 

11.9 

HUM 

n 

Humanar/Dec 

29 

6 

29 

17 

24 

-2 

74 

-12 

84 

20.5 

16.7 

HBAN 

0 

Huntington  Bancshs/Oec 

25 

8 

25 

17 

24% 

43 

108 

1 

97 

13.6 

12.2 

'PD 

n 

ibr/uec 

ia 

o4 

7 

j4 

ID 

£4  78 

CI 

01 

1 14 

A 

-4 

yi 

8  0 
6.3 

7  Q 

/.y 

IC 

n 

Illinois  Central/Dec 

29 

1 

29 

22 

27% 

20 

90 

7 

102 

13.3 

12.3 

ITW 

n 

Illinois  Tool  Works/Dec 

67 

26 

67 

45 

66% 

49 

112 

13 

109 

20.3 

17.8 

ILN 

n 

lllinova/Dec 

30 

18 

30 

22 

27% 

19 

90 

-8 

88 

14.1 

11.1 

IGL 

n 

IMC  Global/June 

.  43 

12 

43 

22 

37% 

48 

111 

-9  • 

88 

16.6 

12.3 

IFMX 

0 

Informix/Dec 

37 

% 

37 

17 

34 

85 

140 

13 

109 

44.7 

35.8 

ID 

IK 

n 

Ingersoll-Rand/Dec 

A1 
4J 

91 
LI 

4o 

on 

a  1 1/, 

41  74 

OK 

Jb 

mo 
•  IUj 

1  7 
1/ 

1  1  9 

Hi: 

1C  9 
10. i 

to  c 
lob 

IAD 

n 

Inland  Steel  Inds/Dec 

42 

16 

36 

21 

25% 

1 

75 

2 

98 

9.6 

11.3 

ITG 

n 

Integra  Financial/Dec 

69 

19 

69 

41 

66% 

58 

119 

6 

101 

17.2 

12.8 

INTC 

0 

Intel/Dec 

78 

10 

78 

40 

58% 

45 

110 

:   4'  :• 

99 

14.6 

13.3 

INEL 

0 

Intelligent  Electron/Jan 

30 

15 

4 

6% 

-37 

48 

4 

100 

NM 

11.8 

IBM 

n 

IBM/Dec 

129 

41 

129 

81 

119% 

45 

110 

31 

126 

16.6 

9.7 

Irr 

n 

Intl  Flavors  &  Frags/Dec 

Do 

OC 

id 

5b 

4b 

48/8 

-b 

71 
/ 1 

o 
i 

QQ 

01  Q 
il.O 

1 Q  Q 

iy.o 

IMC 

n 

Intl  Multifoods/Feb 

32 

15 

24 

17 

19% 

3 

78 

-4 

92 

11.6 

12.0 

IP 

n 

International  Paper/Dec 

46 

28 

46 

34 

39% 

9 

82 

4 

99 

8.7 

12.3 

IPG 

n 

Interpublic  Group/Dec 

45 

20 

45 

35 

43% 

21 

91 

1 

97 

20.3 

17.8 

INTU 

0 

Intuit/July 

89* 

12* 

89 

30 

51% 

40 

106 

-34 

64 

NM 

NM 

ITT 

n 

ITT/Dec 

NA 

NA 

63* 

47* 

60% 

NA 

NA 

14 

110 

48.9 

23.5 

UIP 

nib 

n 

1 1 1  nartiora  broup/uec 

MA 

IMA 

MA 

04 

AT* 

4/ 

4/  78 

MA 

NA 

MA 

NA 

-i 

QO 

O  0 

1U.U 

UN 

n 

ITT  Industries/Dec 

NA 

NA 

28* 

21* 

25% 

NA 

NA 

1 

102 

NM 

11.2 

IVX 

a 

1  VAX/Dec 

41 

10 

32 

22 

26% 

7 

81 

-7 

89 

27.7 

20.0 

JR 

n 

James  River  Corp  va  i  /Dec 

37 

16 

37 

22 

28% 

21 

91 

17 

112 

34.7 

16.2 

JP 

n 

Jefferson-Pilot/Dec 

58 

19 

58 

34 

53% 

38 

104 

14 

109 

13.9 

14.5 

JJSC 

0 

Jefferson  Smurfit/Dec 

23* 

9* 

17 

9 

11% 

-25 

56 

20 

115 

5.1 

6.9 

Ifl 
JA 

n 

John  Alden  Financial/Dec 

40* 

1  A  * 

14 

00 

Si 

15 

18% 

or 

-3b 

0 

48 

1  0 

-12 

0  A 

84 

O  1 
0.1 

JNJ 

n 

Johnson  &  Johnson/Dec 

100 

36 

100 

58 

94 

50 

114 

10 

105 

25.3 

22.2 

JCI 

n 

Johnson  Controls/Sept 

76 

27 

76 

48 

70% 

45 

109 

3 

99 

■ 

15.2 

14.3 

KLT 

n 

Kansas  City  P&L/Dec 

27 

18 

27 

22 

24% 

9 

82 

-6 

90 

12.8 

12.6 

KSU 

n 

Kansas  City  Southern/Dec 

53 

10 

49 

36 

46% 

21 

91 

2 

98 

8.6 

15.3 

K 

n 

Kellogg/Dec 

81 

44 

81 

58 

76% 

30 

98 

-1 

95 

34.3 

20.0 

UC\  VA 

Helta 

0 

Kelly  Services/Dec 

37 

22 

37 

25 

30 

-11 

67 

8 

104 

16.4 

14.7 

KMG 

n 

Kerr-McGee/Dec 

66 

35 

66 

49  ■ 

62% 

28 

97 

-1* 

95 

NM 

18.9 

KEY 

n 

KeyCorp/Dec 

38 

16 

38 

26 

36% 

26 

95 

1 

97 

11.1 

9.8 

KSTN 

0 

Keystone  Finl/Dec 

35 

18 

35 

26 

33% 

28 

96 

12 

107 

12.9 

11.9 

KMB 

n 

Kimberly-Clark/Dec 

83 

43 

83 

50 

75% 

46 

110 

-8 

88 

NM 

15.1 

KWP 

n 

King  World  Prods/Aug 

45 

22 

45 

33 

42 

6 

80 

8 

103 

11.8 

12.0 

KM 

n 

Kmart/Jan 

28 . 

6 

16 

6 

10% 

-15 

64 

44 

138 

NM 

21.8 

Knight-Ridder/Dec 

71* 

44 

71 

52 

69 

26 

95 

10 

106 

20.7 

20.7 

•  •  is  for  less  than  period  indicated.   tPnces  as  originally  reported,  adjusted  for  splits;  performance  includes  value  of  special  distributions.   NA:  Not  available  or  not  applicable. 

MA-.  Not  meaningful.  E:  Estimate.  D-D:  Deficit  to  deficit.  D-P:  Deficit  to  profit.  P-D:  Profit  to  deficit.     Stock  prices  as  of  Mar.  15, 1996. 
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1995 

1996 

%  change 

number 

confidence 

indicated 

yield 

payout 

5-year 

available/ 

additional  purchase 

EPS 

EPS 

'96  vs  "95 

of 

factor  on 

rate 

growth 

discount 

amount 

frequency 

est 

EPS 

analysts 

estimate 

rate 

min 

max 

$1.54 

$1.92 

25% 

35 

high 

$0.20 

0.4% 

13% 

23% 

yes 

$10 

$4,000 

monthly 

0.22 

0.33 

50 

25 

very  low 

0.20 

1.1 

91 

0 

yes 

25 

5,000 

quarterly 

2.62 

3.02 

15 

15 

high 

1.04 

1.9 

40 

7 

yes 

25 

3,000 

monthly 

2.95 

3.05 

3 

8 

average 

0.44 

1.4 

15 

42 

1.57 

1.65 

5 

11 

average 

|  0.60 

2.4 

43 

17 

yes 

25 

1,000 

monthly 

-0.39 

0.05 

O-P 

7 

very  low 

1  none 

NA 

NA 

NA 

4.31 

5.12 

19 

20 

high 

1  136 

2.0 

32 

yes/2.5% 

50 

5,000 

quarterly 

4.54 

1.84 

-59 

24 

average 

1.50 

6.9 

33 

0 

yes 

50 

120,000 

annually 

1.17 

1.44 

23 

23 

average 

none 

NA 

NA 

NA 

1.78 

1.99 

12 

25 

average 

0.80 

3.3 

45 

18 

yes/5.0 

25 

10,000 

quarterly 

2.90 

3.06 

6 

9 

average 

|  0.10 

0.4 

3 

-21 

2.06 

2.23 

8 

16 

high 

0.80 

2.9 

39 

yes 

25 

5,000 

monthly 

3.29 

3.76 

14 

17 

high 

]  0.68 

1.0 

21 

16 

yes 

25 

5,000 

quarterly 

1.96 

2.48 

27 

22 

high 

1.12 

4.1 

57 

11 

yes 

25 

5.000 

quarterly 

2.15 

3.04 

41 

'  13 

average 

0.32 

0.9 

14 

NA 

0.76 

0.95 

25 

27 

average 

j  none 

NA 

NA 

NA 

I 

2.55 

3.04 

19 

25 

average 

0.74 

1.8 

29 

3 

yes 

10 

3,000 

quarterly 

2.69 

2.28 

-15 

22 

very  low 

J  0.20 

0.8 

7 

NA 

yes 

25 

10,000 

monthly 

3.88 

5.23 

35 

11 

average 

2.16 

3.2 

56 

f 

14 

yes 

100 

5,000 

quarterly 

4.03 

4.44 

10 

40 

average 

0.16 

0.3 

4 

39 

yes 

25 

15,000 

quarterly 

-0.31E 

0.53 

D-P 

6 

very  low 

j  none 

NA 

NA 

NA 

7.23 

12.40 

72 

18 

average 

1  l.po 

0.8 

14 

-40 

yes 

10 

25,000 

quarterly 

2.24 

2.47 

10 

11 

very  high 

1.36 

2.8 

61 

11 

yes 

25 

5,000 

monthly 

1.42E 

1.60 

13 

3 

average 

I  0.80 

4.2 

48 

0 

yes 

10 

60.000 

annually 

4.50 

3.18 

-29 

22 

very  low 

I  1.00 

2.5 

22 

2 

yes 

25 

20,000 

annually 

2.15 

2.46 

14 

8 

high 

0.62 

1.4 

29 

10 

yes 

10 

3,000 

quarterly 

-0.56 

0.60 

D-P 

11 

low 

none 

NA 

NA 

NA 

1.24 

2.58 

108 

9 

average 

none 

NA 

NA 

NA 

yes 

50 

5,000 

monthly 

4.77 

4.71 

-1 

13 

high 

1.60 

3.4 

34 

NA 

yes 

50 

5,000 

monthly 

0  03 

2.27 

NM 

6 

high 

0.60 

2.4 

NM 

NA 

  1  ; 

yes 

50 

5,000 

monthly 

0.96 

1.33 

39 

15 

average 

j  —  

0.08 

0.3 

8 

NA 

0.81 

1.74 

115 

16 

low 

|  0.60 

2.1 

74 

3 

yes 

100 

5,000 

monthly 

3.81 

3.66 

-4 

12 

average 

1.44 

2.7 

38 

14 

yes 

20 

2,000 

monthly 

2.23 

1.65 

-26 

5 

low 

none 

NA 

NA 

NA  , 

0.20 

2.28 

NM 

8 

average 

0.44 

2.4 

NM 

70  "%  j 

3.72 

4.24 

14 

30 

very  high 

1.4 

35 

J  1 

yes 

25 

50,000 

annually 

4.53 

4.95 

9 

11 

average 

j  1-64 

2.3 

35 

1 

6 

yes 

50 

15,000 

quarterly 

1.92 

1.95 

2 

15 

high 

1.56 

6.3 

81 

3 

yes 

100 

5,000 

monthly 

5.41 

3.05 

-44 

10 

average 

j  0.40 

0.9 

7 

4 

yes 

50 

5,000 

quarterly 

2.24 

3.84 

71 

27 

high 

1.56 

2.0 

70 

9 

yes 

25 

25,000 

annually 

1.83 

2.04 

11 

1 

high 

j  0.80 

2.7 

44 

9 

-0.60 

3.32 

D-P 

19 

□  vcl  age 

1  64 

2.6 

NM 

1 

-  -4 

yes 

10 

3,000 

quarterly 

3.30 

3.75 

14 

32 

high 

|  1.52 

4.2 

46 

yes 

10 

10,000 

monthly 

2.59 

2.81 

8 

7 

high 

j  1.44 

4.3 

56 

• 

yes 

100 

5,000 

quarterly 

0.12 

5.03 

NM 

18 

high 

1.84 

2.4 

NM 

4 

3.14 

3.50 

11 

13 

average 

none 

NA 

NA 

NA 

-2.22 

0.47 

D-P 

26 

very  low 

none 

NA 

NA 

NA 

yes 

25 

100.000 

annually 

3.34 

3.33 

0 

23 

average 

j  1-48 

2.1 

44 

.  J  1 

yes 

25 

1,000 

monthly 

Sources:  William  O'Neil  &  Co.;  IBES  Inc.  and  Market  Guide  via  OneSource  Information  Services;  Telemet  Orion;  Forbes. 
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Ticker  Exch  Company/fiscal  year-end   —  Stock  price —    Stock  performance   Price/earnings  ratio 

symbol  5-year'  ;   12-month     recent        latest  12  months  year  to  date  latest  1996 

high   low    high   low  price      relative  to     price      relative  to  12  est 

change      market      change      market  months 


KSS 

n 

Kohl's/Jan 

66* 

13* 

66 

40  • 

64% 

51% 

114 

23% 

118 

32  9 

24.0 

KR 

n 

Kroger/Dec 

38 

11 

38 

25 

37% 

36 

102 

0 

96 

14.2 

13.1 

LAF 

n 

Lafarge/Dec 

27 

10 

22 

17 

18% 

8 

81 

0 

96 

9.9 

8.5 

LEA 

n 

Lear  Seating/Dec 

33* 

16* 

33 

17 

32% 

81 

136 

12 

107 

18.2 

13.2 

LEG 

n 

Leggett  &  Platt/Dec 

27 

7 

27 

19 

24% 

20 

90 

1 

96 

15.3 

13.7 

LEH 

n 

Lehman  Bros  Holding/Nov 

26* 

14* 

26 

18 

23%  23 

93 

12 

107 

10.6 

9.9 

LUK 

n 

Leucadia  National/Dec 

30 

6 

30 

22 

cj/8 

14 
14 

86 

1 

96 

18.8 

17.3 

L 

n 

Liberty  Financial  Cos/Dec 

NA 

NA 

32* 

24* 

il  74 

MA 

NA 

3 

99 

11.8 

9.7 

LPG 

n 

Life  Partners  Group/Dec 

23* 

12* 

21 

12 

Ofl1/ 
i\)'/4 

i 

-1 

75 

49 

142 

21.3 

13.5 

LUSA 

0 

Life  USA  Holding/Dec 

20* 

5* 

11 

8 

77/ 
/'/8 

-lo 

58 

-1 

95 

9.0 

7.7 

LLY 

n 

Eli  Lilly/Dec 

68 

22 

68 

34 

60% 

76 

133 

8 

104 

15.1 

23.0 

LTD 

n 

Limited/Jan 

33 

15 

23 

15 

19% 

5 

79 

14 

109 

7.3 

17.1 

LNC 

n 

Lincoln  National/Dec 

57 

23 

57 

40 

ens/. 

lx> 

95 

-6 

90 

10.9 

10.7 

LLTC 

0 

Linear  Technology/June 

50 

4 

50 

27 

40/4 

ca 
04 

124 

18 

113 

31.9 

26.0 

LIT 

n 

Litton  Industriest/July 

75 

29 

52 

33 

AWL 
4078 

AQ 
48 

112 

10 

105 

16.2 

15.6 

LIZ 

n 

Liz  Claiborne/Dec 

51 

14 

36 

15 

0DJ/8 

1  Af\ 

14U 

181 

29 

123 

20.9 

18.8 

LMT 

n 

Lockheed  Martin/Dec 

81 

24 

81 

50 

76 

42 

107 

-4 

92 

23.2 

14.1 

LTR 

n 

Loews/Dec 

88 

42 

88 

49 

78% 

60 

121 

0 

96 

5.3 

9.2 

LISB 

0 

Long  Island  Bancorp/Sept 

29* 

12* 

29 

17 

973/. 

bU 

121 

4 

100 

15.5 

14.4 

LIL 

n 

Long  Island  Lighting/Dec 

30 

13 

18 

13 

1  7 

1/ 

1 0 

u 

85 

4 

99 

8.1 

8.1 

LDG 

n 

Longs  Drug  Stores/Jan 

49 

30 

49 

33 

ACS/ 

4b% 

A1 

4j 

108 

-3 

93 

20.4 

16.5 

LOR 

n 

Loral/Mar 

48 

8 

48 

21 

ACS/ 

4b% 

1  1  0 

lis 

165 

32 

126 

23.9 

20.6 

LPX 

n 

Louisiana-Pacific/Oec 

48 

10 

29 

21 

25v8 

-6 

71 

4 

99 

NM 

19.6 

LOW 

n 

Lowe's  Cos/Jan 

41 

6 

38 

26 

35% 

5 

79 

5 

101 

25.0 

21.1 

LSI 

n 

LSI  Logic/Dec 

63 

3 

63 

23 

001  / 
£0/4 

i 

4 

78 

-14 

83 

15.2 

16.3 

LTV 

n 

LTV/Dec 

21* 

10* 

17 

13 

1  01/ 

l  ova 

1  0 

67 

-5 

91 

7.7 

12.6 

LZ 

n 

Lubrizol/Dec 

39 

21 

37 

26 

ons/ 

0 

-o 

70 

10 

106 

12.9 

14.3 

LYO 

n 

Lyondell  Petrochem/Dec 

33 

17 

32 

21 

01  1/ 

J  1/2 

on 

98 

38 

132 

6.5 

11.0 

MAGI 

0 

Magna  Group/Dec 

26 

10 

26 

20 

LK) 

90 

-2 

94 

12.7 

11.7 

MKG 

n 

Mallinckrodt  Group/June 

47 

23 

42 

33 

37% 

g 

85 

3 

98 

14.3 

15.0 

MNR 

n 

Manor  Care/May 

44 

12 

44 

28 

40 

32 

99 

14 

109 

23.7 

19.5 

MAN 

n 

Manpower/Dec 

34* 

11* 

34 

24 

33/4 

5 

79 

18 

113 

20.2 

17.4 

MVL 

n 

Manville/Dec 

15 

5 

15 

9 

12% 

44 

108 

-2 

94 

16.3 

13.1 

MDA 

n 

Mapco/Oec 

65 

46 

59 

49 

55% 

3 

78 

1 

97 

22.0 

12.1 

MAR 

n 

Marriott  Intl/Dec 

53* 

23* 

53 

33 

4  3/8 

40 

110 

30 

124 

26.5 

22.7 

MMC 

n 

Marsh  &  McLennan/Dec 

102 

70 

102 

76 

93% 

L  13 

85 

5 

101 

16  9 

15.3 

MRIS 

0 

Marshall  &  llsley/Dec 

27 

10 

27 

20 

25% 

20 

90 

0 

95 

13.2 

12.1 

MAS 

n 

Masco/Dec 

40 

19 

32 

25 

29% 

18 

89 

-5 

91 

NM 

14.8 

MAT 

n 

Mattel/Dec 

28 

8 

28 

18 

27% 

49 

112 

11 

106 

21.7 

18.5 

MXM 

a 

Maxxam/Dec 

68 

22 

68 

27 

43% 

59 

120 

24 

119 

7.2 

NA 

MA 

n 

May  Dept  Stores/Jan 

51 

23 

51 

34 

.50% 

42 

107 

20  * 

115 

17.1 

15.7 

MYG 

n 

Maytag/Dec 

22 

12 

22 

15 

20% 

22 

92 

1 

97 

NM 

13.3 

MBI 

n 

MBIA  ' 

81 

30 

79 

60 

75 

21 

91 

0 

96 

11.7 

10.6 

KRB 

n 

MBNA/Dec 

32 

6 

32 

18 

29% 

53 

115 

19 

114 

19.1 

14.9 

MCD 

n 

McDonald's/Dec 

54 

15 

54 

34  . 

51% 

46 

110 

14 

109 

26.0 

22.6 

MD 

n 

McDonnell  Douglas/Dec 

97 

11 

97 

55 

90% 

65 

125 

-1 

95 

NM 

13.0 

MHP 

n 

McGraw-Hill  Cos/Dec 

92 

50 

92 

70 

88% 

26 

95 

2 

97 

19.5 

17.5 

MCIC 

0 

MCI  Communication/Dec 

31 

13 

31 

19 

28% 

39 

105 

8 

103 

35.2 

16.3 

*P    -e  is  for  less  than  period  ind  sted.  tPrices  as  originally  reported,  adjusted  for  splits-,  performance  includes  value  of  special  distributions.  NA:  Not  available  or  not  applicable, 
meaningful.   E:  Estimate    D-D:  Deficit  to  deficit.   D-P:  Deficit  to  profit.   P-D:  Profit  to  deficit.      Stock  prices  as  of  Mar.  15,  1996. 
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 '  Earnings  —    Dividends  —   Dividend  reinvestment  plan  — 

1995         1996       %  change     number   confidence  indicated      yield         payout       5-year       available/       additional  purchase 
EPS          EPS        '96  vs  '95        of       factor  on         rate  growth       discount       amount  frequency 

est  EPS        analysts    estimate  rate  min  max 


$1.97 

$2.70 

37% 

18 

very  high 

none 

NA 

NA 

NA 

2.65 

2.86 

8 

14 

very  high 

none 

NA 

NA 

NA 

1.88 

2.20 

17 

7 

low 

$0.40 

2.1% 

21% 

3% 

yes/5.0% 

1.79 

2.47 

38 

1  A 

10 

high 

none 

NA 

NA 

NA 

ivJj 

1 78 

1.  /  0 

12 

13 

dvci  dgC 

U.44 

1  8 

1.0 

98 

CO 

Ifi 

1U 

1.76 

2.40 

36 

10 

low 

 — , —  

0.20 

0.8 

9 

NA 

1.25E 

1  A  C 

1.45 

1  C 

lb 

1 

MM 

NM 

n  ic 

0.25 

1  A 

l.O 

1  A 

19 

on 

20 

2.64 

3.23 

11 

o 
I 

NM 

0.60 

1.9 

23 

NA 

1.07E 

1.50 

40 

L 

NM 

0.12 

0.6 

13 

M  A 

NA 

0.88 

l  ni 

1.03 

1/ 

r 

0 

average 

none 

NA 

NA 

NA 

4.UO 

9  fiS 

J  4 

/in 

high 

1.0/ 

L.J 

04 

7 

yes 

3  ii  n  uallv 

dill  lUdMJI 

2.68 

1.14 

-57 

40 

low 

0.40 

2.1 

15 

8 

yes 

30 

6,000 

quarterly 

4.63 

4.75 

i 
o 

LA 

average 

1  on 

1.84 

3.6 

40 

yes 

IC 

25 

C  AAA 

monthly 

1.11 

1.78 

60 

1 1 

average 

0.16 

0.3 

11 

CO 

b8 

2.84 

3.13 

i  n 

10 

y 

very  high 

none 

NA 

NA 

NA 

i  cn 

1  00 

Loo 

1  1 

11 

1  Q 

iy 

average 

0.4D 

1  9 

1.3 

17 

LI 

7 

yes 

in. 
Ld 

l.UUU 

monthly 

3  98 

fid 

04 

a  wQro  ftp 

d  Vci  dgc 

i  in 

1 -4U 

1  8 

1.0 

40 

14 

yes 

50 

ion  non 

a  n  ni  lal \\i 

14.98 

8.53 

-43 

5 

average 

1.00 

1.3 

7 

2 

i  ii 
1./3 

i  nn 
1.90 

1  n 
1U 

i 
l 

average 

n  /in 
U.4U 

1.3 

19 

Li 

MA 

NA 

2.10 

2.09 

0 

21 

average 

1  70 

1.78 

i  n  c 

lU.b 

on 

85 

L 

yes 

IE 

25 

t  Ann 

quarterly 

2.29 

2.82 

91 

23 

3 

average 

1   1  0 

IAL 

0  A 

LA 

/1A 

49 

i 
1 

2.00E 

2.26 

13 

11 

high 

n  oo 

n  i 
(J./ 

lb 

o 

0 

— u.4o 

1  98 

n  p 

won/  \ci\m 

vciy  iuw 

n  Rfi 

U.  JU 

L.L 

NM 

11 
1 1 

UPC 

yco 

25 

12  000 

A  ["1 II 1  1  a\\\I 
1  1  M  11  1.1  1  1  \ 

1.41 

1.67 

18 

26 

average 

0.20 

0.6 

14 

9 

yes 

10 

1.000 

monthly 

1  oc 

1.86 

1  n 
l./j 

7 
-/ 

1  c 

lb 

average 

none 

MA 

NA 

MA 

NA 

MA 

NA 

1.71 

1.04 

-39 

16 

very  low 

none 

NA 

NA 

MA 

NA 

2.37 

2.14 

-10 

16 

average 

A  AC 

0.96 

9  1 

3.1 

A  1 

41 

7 

yes 

OC 

Id 

c  nnn 
3.UUU 

quarterly 

4.86 

2.87 

-41 

15 

very  low 

0.90 

1  A 

2.9 

1  A 

19 

on 
-ZU 

yes 

OR 

i  n  nnn 

1  u.uuu 

quarterly 

1.04 

8 

0 

17 
1  / 

high 

n  88 

U.00 

3  8 
0.0 

48 

40 

c. 
j 

yes 

9S 

s  nnn 

mnnthl\/ 
ti  iui  in  uy 

2.32 

2.49 

7 

13 

high 

0.62 

1.7 

24 

13 

yes 

10 

1.000 

monthly 

1.76E 

2.05 

16 

12 

high 

0.09 

A  0 

0.2 

c 
J 

u 

1  cc 

1.6b 

1  01 

1.91 

1  c 
lb 

7 
1 

high 

U.  14 

n  a 
U.4 

Q 
0 

MA 

yes 

9R 

i  n  nnn 

1U.UUU 

annually 

0.78 

0.97 

24 

2 

NM 

none 

NA 

M  A 

MA 

NA 

0  C  1 

2.51 

4.bb 

O  1 

el 

5 

high 

1  AA 

l.UU 

1.0 

/in 
4U 

n 
U 

yes 

in 

q  nnn 
o.UUU 

Quarterly 

1  87 
1.0/ 

9  1Q 

1  / 

Id 

high 

V.JL 

(1  fi 

U.u 

1  7 

i  / 

NA 

1  in 

yes 

£.  J 

fin  nnn 

^nniip  IK/ 
annually 

5.53 

6.11 

10 

20 

high 

3.20 

3.4 

58 

3 

yes  ^ 

10 

3,000 

quarterly 

1.96 

2.14 

9 

12 

average 

0.66 

2.6 

34 

1  0 

12 

yes 

OC 

o  nnn 

quarterly 

-2.77 

2.01 

D-P 

21 

average 

0.76 

0  C 

z.b 

MM 

NM 

0 

1.26 

148 

17 

17 

high 

0.24 

n  n 

u.y 

19 

00 

yes 

Zj 

i  nnn 

monthly 

6.08 

NA 

NA 

NA 

NA 

none 

M  A 

NA 

MA 

NA 

MA 

9  QC. 
11.33 

q  on 
i.LU 

Q 

0 

in 

average 

i  i  fi 

1.10 

9  3 

L.O 

03 

0 
0 

yes 

9R 

none 

Lin  ,  1 ! 

-0.14 

1.54 

D-P 

11 

high 

0.56 

2.7 

NM 

1 

yes 

25 

5.000 

monthly 

6.43 

7.10 

10 

8 

very  high 

1.38 

1.8 

21 

22 

1.54 

1.97 

28 

24 

high 

0.64 

2.2 

42 

12 

1.97 

2.27 

15 

33 

high 

0.27 

0.5 

14 

9 

yes 

100 

250,000 

annually 

-3.66 

6.98 

D-P 

15 

very  high 

0.96 

1.1 

NM 

15 

4.55 

5.05 

11 

18 

very  high 

2.64 

3.0 

58 

2 

yes 

10 

1.000 

quarterly 

0.80 

1.73 

116 

33 

high 

0.05 

0.2 

6 

0 

Sources:  William  O'Neil  &  Co.;  IBES  Inc.  and  Market  Guide  via  OneSource  Information  Services:  Telemet  Orion;  Forbes. 
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-  Stock  performance 


Price/earnings  ratio 


symbol  ' 

"  if  .2 ■"!>■"" 

5-year 

12-month 

recent 

latest  12  months 

year  to  date 

latest 

1996 

high 

low 

high 

low 

price 

relative  to 

price 

relative  to 

12 

est 

change 

market 

change 

market 

months 

MCK 

n 

McKessont/Mar 

i  no 

iuy 

in 
oil 

KK 
3D 

97  - 

D478 

A  A0/ 

1  no 
iuy 

0/0 

1  f\A 
1U4 

10  7 

iy./ 

1 K  9 

lb.  j 

MEA 

n 

h  ft  /rinn 

Mead/L)ec 

k/i 
b4 

9Q 

La 

K/ 
D4 

AO. 

4y 

K91/« 
jL/2 

n 

7K 

/  3 

n 
U 

QK 

yb 

8  9 
0.0 

1 1  n 
11.  U 

Mill 

n 

Medtronic/Apr 

ki 

bo 

n 

00 

91 
jj 

KK3A 

Jb/4 

DO 

19K 

l£b 

9 
L 

Q7 

11  n 

jj.U 

9K  1 
LJl 

iVItL 

n 

l\/l(-i  1  1  nn  D  -i  r~\  1/  1  i 

ivieiion  KdnK/uec 

KQ 
Dy 

1 7 

KQ 

Jj 

9fi 

JO 

K/11A 
J4  /2 

J9 
4d 

in? 

1U7 

1 
1 

07 

y/ 

19  1 
IL.i 

in  7 

W.I 

■  VIL  O 

n 

Mpluillp/Dpr 

55 

27 

40 

21 

341/2 

4 

78 

12 

107 

NM 

14.7 

MTL 

n 

Mercantile  Bancorp/Dec 

47 

18 

47 

36 

44% 

20 

91 

-4 

92 

11.1 

10.4 

1 VI K  b  r\ 

0 

Mercantile  Bkshs/U6C 

in 

OU 

10 

jU 

91 
Li 

L3  /2 

17 
1/ 

88 

Q 

— y 

88 
88 

1 1  K 
11.0 

in  q 

MOT 

Mol 

n 

Mercantile  Stores/Jan 

KQ 
JO 

9Q 

KQ 
JO 

A  1 
41 

K73/, 

1Q 

07 

1HK 
1UD 

9K 
LO 

190 
1ZU 

17  9 

1  K  1 

lb.1 

MIDI/ 

n 

Merck/Dec 

7 1 
11 

9Q 
CO 

71 

A  1 
41 

K91/« 
OL'/S 

^  1 
41 

107 
1U/ 

c 

-3 

01 

yi 

99  n 
Li.  U 

9n  n 
LVv 

Mm 

n 

Mercury  Finance/Dec 

17 
1  / 

9 
0 

17 
1  / 

in 

1U 

1  J'/o 

11 
00 

1  nn 

1UU 

7 
/ 

m9 

i\JL 

99  1 
LL.i 

17  7 

MRDN 

Q 

Mpririian  Ranrnrn/Hpr 

IVICIIvllull  UullvUI  IJI  U 

53 

15 

53 

30 

51 

65 

124 

10 

105 

17.0 

13.8 

MSEL 

0 

Merisel/Dec 

23 

2 

8 

2 

.  2% 

^5 

42 

-39 

59 

NM 

66 

MFD 
IVItK 

n 

Merrill  Lynch/DGC 

kk 

IK 
ID 

KK 
DD 

AO 
*\L 

C7 
3/ 

in 

oU 

y8 

19 

in7 

1U/ 

in  k 

1U.D 

Q  8 

y.8 

rlVIl 

n 

Fred  Meyer/Jan 

40 

lb 

19 

1 7 
1/ 

9Q3A 

9 

—L 

1A 
/4 

99 
iL 

197 

iL  1 

97  Q 
Ll.o 

1  K  9 
1D7 

Ivlrol 

0 

MFS  Communication/Dec 

KQ 
DO 

91 
Li 

KQ 
Do 

9Q 
CO 

Kl 
Dl 

7fi 

/b 

1 19 
107 

1  K 
ID 

1 1  n 

1 1U 

IN  IVI 

MM 
IN  IVI 

MIT' 
IVI 1  b 

n 

mull,  investmeni/uec 

kk* 

OJ 

1/1* 
14 

KK 
DD 

jy 

K73/n 

3/ 78 

48 

1 1 9 
1  iL 

b 

mi 
1U1 

IK  A 

lb.4 

1  9  7 
10./ 

MICA 

Q 

MirrnApp/Drt 

33 

4 

15 

7 

9% 

3 

78 

15 

110 

NM 

12.0 

MU 

n 

Micron  Technology/Aug 

95 

2 

95 

28 

32% 

-1 

70 

-18 

79 

6.9 

7.4 

UK  FT 
ivior  i 

0 

fl/|  ip  rnc  Af  t  / 1 1 1  no 

IRQ 
IUj 

L\l 

inq 

IUj 

Dj 

1  n93/„ 

lUi/8 

47 
4/ 

1 1 1 
111 

17 
1  / 

1 19 
lie 

1K  1 
0D.J 

in  r 
ou.o 

IVItU 

n 

MidAmerican  Energy/Dsc 

91 
Li 

1 1 
10 

1  Q 

iy 

1  71A 

9/1 
£4 

y4 

A 
4 

1  nn 

1UU 

\i  1 
14.0 

19  1 
1^.1 

IVI  IVI  IVI 

n 

Minn  Mining  &  Mfg/Dec 

/U 

/19 
4Z 

7n 

K91A 
bo  /2 

1 1 
11 

Q/l 
84 

4 

Q9 
oL 

97  A 

LI  A 

1 7  n 

l/.U 

MID 
IVI  In 

n 

Mirage/Dec 

rt7 

n 

3 

A  7 
4/ 

Li 

A  A3/ 
4474 

QK 
83 

1  90 

ijy 

OU 

1  OA 

9K  9 
LO.i 

99  0 
LL.o 

MOB 

p 

Mnbil/Dpr 

118 

58 

118 

88 

112 

25 

95 

0 

96 

19.1 

15.2 

MOLX 

0 

Molex/June 

37 

14 

37 

27 

35% 

23 

93 

11 

106 

25.4 

23.5 

IV 1 1  U 

n 

Monsanto/Dec 

1  K9 
1D0 

AQ 

4y 

1  K7 
1  DO 

7C 

/b 

1  £91/ 

yy 

lOU 

OA 

L*\ 

1  1  Q 

ny 

99  Q 

9n  Q 

IPM 
jr  IV! 

n 

jr  iviorgan  &  LO/uec 

QK 
80 

/IK 
4D 

QK 
8D 

KQ 

oy 

8U 

99 
00 

1  nn 
1UU 

n 
U 

QK 

yD 

1  9  K 
IL.J 

1 1  K 
11. D 

IVIo 

n 

amis n  Ci"5ri  Inn  '  l 

iviorgan  oianicy/iwv 

04 

L\i 

K/l 
D4 

99 
J  J 

/1Q1A 

48/2 

/19 
4o 

lUo 

9n 

1  1  K 
113 

1 9  Q 

lo. y 

1 1  K 
11. b 

Mil 

IVI  II 

n 

iviuriun  inicrndiionai/juiic 

/in 

4U 

1 K 
ID 

/in 

4U 

97 
LI 

0878 

1Q 

oy 

1  f\K 
1U0 

8 

ini 

lUo 

17  8 
1/.8 

IK  Q 

ib.y 

MOT 

Motornla/Dpr 

83 

14 

83 

45 

55% 

0 

76 

_2 

93 

19.0 

17.9 

MYL 

n 

Mylan  Labs/Mar 

25 

7 

25 

18 

19% 

-8 

70 

-18 

79 

19.6 

16.8 

Ml  P 

n 

Nalco  Chemical/Dec 

4Z 

II 

on 

011/ 

1  n 
-1U 

CO 

bo 

0 

1  /l  Q 

14.8 

lo.b 

I\IAFP 

0 

iNdbn  r incn/ucL 

LJ 

10 

01 
Li 

1  c 
lb 

10  VA 

/I 

7Q 
10 

1  1 
-1 1 

BO 

in  9 

1U7 

MA 

INOU 

n 

iNanonai  Liiy/uec 

00 

1  c 
lb 

OJ 

/:b 

0  03/ 
0074 

ilO 

30 

0 

L 

no 
30 

1 1  1 

U.J 

1  n  7 

0 

Natl  Commerce  Bncp/Dec 

oU 

i  n 
1U 

101/ 

1  c 

lo 

07 
0/ 

Q 

0 

1  m 
lUo 

1  A  C 
14.D 

IZ.o 

NSM 

p 

Natl  ^pmirnnrli irfnr/Ma\/ 

Mall  OCI 1  IIV-Ul  IUUL  LUI/ may 

04 

A 
4 

14 

19 

00 

00 

7  8 

/  .0 

fi  Q 

0,  j 

NS 

n 

National  Steel/Dec 

— — ~ 

23* 

10* 

18 

12 

15Vs 

69 

17 

112 

6.8 

NM 

MR 

n 

NationsBank/Dec 

70 

/y 

on 

70 

/y 

48 

74 

48 

110 
112 

b 

1  A9 

107 

1  n  /1 
1U.4 

0  0 

y.o 

WAV 

ii 

iNavistar  inti/uct 

41 

9 

17 

9 

10% 

-16 

64 

2 

no 

ys 

c  n 
b.U 

0  9 

3.L 

MoL-r 

0 

Netscape  Commun/D6C 

NA 

NA 

87* 

23* 

43 

NA 

NA 

-38 

59 

mil 

NM 

MM 

NM 

IVlo 

n 

New  England  Electric/DGc 

,19 
4o 

97 

LI 

A  1 

41 

on 
JO 

OC7/ 
Ob  78 

1 7 
1/ 

00 

80 

7 

QD 
89 

1 1  7 
11./ 

1  1  A 

11.4 

Ivbt 

n 

New  York  state  E&G/uec 

37 

18 

27 

20 

23 

12 

85 

-11  - 

85 

9.2 

9.1 

NYTA 

a 

New  York  Times/Dec 

32 

18 

31 

22 

28% 

31 

99 

-3 

93 

20.5 

17.7 

NWL 

n 

Newell  Cos/Dec 

29 

14 

29 

22 

27'/4 

10 

83 

5 

101 

19.3 

16.5 

NEM 

n 

Newmont  Mining/Dec 

61 

27 

61 

37 

54% 

34 

101 

20 

115 

46.7 

44.4 

CALL 

0 

Nextel  Commun/Oec 

55* 

9* 

22 

13 

16% 

21 

91 

14 

110 

NM 

NM 

NGL 

n 

NGC/Dec 

13* 

8* 

12 

8 

11V2 

5 

79 

30 

124 

14.0 

17.2 

NMK 

n 

Niagara  Mohawk  Pwr/Dec 

26 

7 

15 

7 

6% 

-52 

36 

-29 

68 

4.7 

5.1 

NKE 

n 

NIKE/May 

80 

18 

80 

35 

79% 

109 

158 

14 

110 

22.8 

18.8 

'Range  is  for  less  than  period  indicated.  tprices  as  01  Iginally  reported,  adjusted  tor  splits;  performance  includes  value  of  special  distributions.  NA:  Not  available  or  not  applicable. 
NM:  Not  meaningful.   E:  Estimate    D-D:  Deficit  to  deficit.   DP:  Deficit  to  profit.   P-D:  Profit  to  deficit.      Stock  pricesasof  Mar.  15,  1996. 
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— '  

Earnings  — 

Dividends 

uiviuenu  reinvestment  pian 

1995 

1996 

%  change 

number 

confidence 

indicated 

yield 

payout 

5-year 

available/ 

additional  purchase 

EPS 

EPS 

'96  vs  '95 

of 

factor  on 

rate 

growth 

discount 

amount  frequency 

est 

EPS 

analysts 

estimate 

rate 

min 

max 

S2.98E 

$3.37 

13% 

8 

high 

$1.00 

1.8% 

36% 

-6% 

yes 

$10 

$60,000  annually 

6.33 

4.76 

-25 

19 

low 

1.12 

2.1 

18 

2 

yes 

25 

2,000  monthly 

1.87E 

2.26 

21 

27 

high 

0.26 

0.5 

15 

15 

yes 

25 

4,000  monthly 

4.50 

5.09 

13 

27 

high 

2.20 

4.0 

49 

24 

yes 

100 

50,000  monthly 

-6.01 

2.34 

D-P 

7 

average 

0.44 

1.3 

NM 

2 

4.00 

4.25 

6 

16 

average 

1.64 

3.7 

41 

10 

yes 

10 

3,000  monthly 

2.19 

2.34 

7 

12 

high 

0.92 

3.6 

42 

11 

yes/5.0% 

25 

5,000  quarterly 

3.35 

3.58 

7 

7 

average 

1.06 

1.8 

32 

1 

2.70 

3.10 

15 

43 

high 

1.36 

2.2 

50 

11 

yes 

25 

50,000  annually 

0.64 

0.80 

25 

19 

high 

0.30 

2.1 

47 

28 

yes 

3.00 

3.70 

23 

13 

average 

1.68 

3.3 

56 

12 

yes/5.0 

10 

4,000  quarterly 

-0.06E 

0.41 

D-P 

8 

very  low 

none 

NA 

NA 

NA 

5.44 

5.81 

7 

13 

average 

1.04 

1.8 

19 

_________ 

yes 

____. 
none 

none  quarterly 

1.07 

1.84 

72 

14 

average 

none 

NA 

NA 

NA 

-4.43 

-4.65 

D-D 

11 

low 

none 

NA 

NA 

NA 

3.50 

4.18 

19 

13 

average 

0.16 

0.3 

5 

22 

0.02 

0.78 

NM 

9 

low 

none 

NA 

NA 

NA 

3.95 

4.41 

12 

21 

low 

0.20 

0.6 

4 

136 

2.32 

3.32 

43 

39 

high 

none 

NA 

NA 

NA 

„......  

 ,.,.„. 

_____________ 

1.22 

1.45 

19 

10 

average 

1.20 

6.9 

98 

-7 

yes 

25 

10,000  monthly 

2.32 

3.73 

61 

22 

average 

1.88 

3.0 

81 

5 

yes 

10 

10,000  quarterly 

1.77 

1.95 

10 

25 

average 

none 

NA 

NA 

NA 

5.87 

7.37 

26 

36 

average 

3.70 

3.3 

63 

4 

yes 

10 

7,500  monthly 

1.24 

1.50 

21 

9 

very  high 

0.06 

0.2 

4 

54 

6.36 

7.27 

14 

28 

average 



2.76 

1.8 

43 

7 

yes 

10 

3,000  quarterly 

6.42 

6.96 

8 

27 

average 

3.24 

4.1 

50 

11 

yes 

50 

5,000  monthly 

3.49 

4.18 

20 

12 

low 

0.70 

1.4 

20 

1.96 

2.28 

16 

20 

high 

0.52 

1.3 

24 

12 

yes 

50 

60,000  annually 

2.93 

3.10 

6 

38 

average 

0.40 

0.7 

14 

23 

yes 

25 

5,000  quarterly 

0.94E 

1.15 

22 

15 

average 

0.16 

0.8 

16 

__JLi 

2.10 

1.99 

-5 

17 

average 

1.00 

3.2 

48 

i 

yes 

50 

15,000  quarterly 

1.60 

NA 

NA 

NA 

NA 

0.72 

4.4 

45 

i 

yes 

10 

1,000  monthly 

3.03 

3.14 

4 

24 

high 

1.44 

4.3 

48 

9 

yes/3.0 

20 

25,000  monthly 

1.94 

2.21 

14 

10 

high 

0.76 

2.7 

39 

16 

yes 

100 

3,500  monthly 

1.81E 

2.18 

20 

20 

low 

none 

NA 

NA 

NA 

2.21 

-0.34 

P-D 

7 

very  low 

none 

NA 

NA 

NA 

7.13 

7.92 

11 

41 

very  high 

2.32 

3.1 

33 

 . 

10 

yes/5.0 

20 

3,000  quarterly 

1.83 

1.18 

-36 

12 

low 

none 

NA 

NA 

NA 

-0.05 

0.19 

D-P 

9 

low 

none 

NA 

NA 

NA 

3.15 

3.24 

3 

21 

high 

2.36 

6.4 

75 

3 

yes 

25 

5,000  monthly 

2.49 

2.54 

2 

21 

average 

1.40 

6.1 

56 

yes 

25 

100,000  annually 

1.40 

1.62 

16 

19 

average 

0.56 

1.9 

40 

yes 

10 

3,000  quarterly 

1.41 

1.65 

17 

20 

very  high 

0.56 

2.1 

40 

yes 

10 

30,000  annually 

1.17 

1.23 

5 

19 

low 

0.48 

0.9 

41 

-2.05E 

-2.42 

D-D 

12 

low 

none 

NA 

NA 

NA 

0.82 

0.67 

-18 

7 

average 

0.05 

0.4 

6 

NA 

1.44 

1.33 

-8 

26 

low 

none 

NA 

NA 

NA 

yes 

25 

50,000  annually 

3.64E 

4.24 

16 

22 

average 

0.60 

0.8 

17 

16 

Sources:  William  O'Neil  &  Co.;  IBES  Inc.  and  Market  Guide  via  OneSource  Information  Services;  Telemet  Orion;  Forbes. 
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Ticker  Exch  Company/fiscal  year-end   —Stock  price-    Stock  performance   Price/earnings  ratio 

symbol  5-year       12-month      recent        latest  12  months  year  to  date  latest  1996 

high    low    high    low  price      relative  to     price      relative  to  12  est 

change      market      change       market  months 


Ml 

11 

Nipsco  Industnes'DBC 

1Q 

1Q 

31  * 

36Ve 

16% 

88 

-6% 

90 

111 

11 1 

i  j.  1 

MAC 

NHL 

n 

Mrt r A  m  F norou  1  Hor 

iNOrMm  cncrgyi'UcL 

i  j 

5 

9 

5 

9 

67 

126 

1 

97 

19.1 

17.3 

NUtJt 

0 

Nordstrom/Jan 

3d 

9S 

L  J 

SI 

Jl 

35 

49% 

26 

95 

22 

117 

24.4 

90  9 

INoU 

n 

Klsw-f  /\l  L-  Cm  if  ham  1  flor 

INOrTOIK  oOuinern/uec 

Rfi 

00 

44 

44 

ou 

uo 

g47/a 

26 

95 

7 

102 

156 

liMJ 

14  1 

1H.  1 

NFB 

n 

North  Fork  Bancorp/Dec 

26 

4 

26 

16 

23% 

45 

109 

-7 

89 

11.0 

9.0 

NU 

n 

Northeast  Utilities/Dec 

29 

19 

25 

19 

19% 

-10 

68 

-20 

77 

8.6 

8.3 

n 

W\J  Oi.dl.C3  rUWCl/UCt 

53 

33 

53 

43 

48 

10 

83 

_2 

94 

12.3 

12.9 

IN  1  no 

0 

[Nonncrn  irusuuct 

SR 

00 

94 

£4 

56 

34 

54 

54 

116 

_4 

92 

144 

14. H 

19  8 

MDP 

n 

.lOnnrop  uruiTiiiidii/uciy 

R7 

?n 

67 

47 

60% 

28 

96 

_5 

91 

11  Q 

11  7 

11./ 

NWHO 

0 

Kin r+  KuiAC  t  A  i  r  1 1  noc  /Hor 

S4* 

04 

1?* 

54 

J4 

21 

51V2 

120 

166 

1 

97 

14  1 

88 

0.0 

NOB 

n 

Norwest/Dec 

37 

12 

37 

24 

34% 

38 

104 

5 

101 

12.6 

11.2 

NOVL 

0 

Novell/Oct 

35 

11 

23 

11 

12% 

-33 

51 

-12 

84 

14.7 

24.0 

Ml  ip 

n 

KJ  i  ir  nr/Hor 

72 

lfi 

1 0 

64 

42 

61% 

14 

86 

g 

103 

19.6 

18.5 

NYN 

n 

Munov/Hor 
liji  Ica/  UCt 

jj 

33 

59 

39 

48% 

21 

91 

-10 

86 

19.5 

13.8 

HYY 
UAI 

n 

OrriHontal  PpfrrJpi  im/Hor 
ULLIUCHldl  r CllUICUl  11/ UCt 

9fi 

IS 

26 

20 

25v2 

24 

93 

19 

114 

19.5 

155 

1  J.  J 

nnp 

uut 

n 

unite  L/C  (JUL  UCt 

32 

6 

32 

17 

20% 

-17 

62 

4 

99 

24.0 

19.0 

OMX 

n 

OfficeMax/Jan 

27* 

14* 

27 

15 

24% 

40 

106 

9 

104 

15.6 

27.1 

OG 

n 

Ogden/Dec 

27 

17 

25 

20 

20% 

4 

78 

-2 

94 

NM 

14  0 

0 

unit)  udiudiiy 

4U 

21 

L I 

4f) 

16% 

JU  /a 

11 

81 

_5 

91 

11  ? 

11  7 

Ohin  Frlicr.n/r)pp 

96 
£U 

17 

20 

22Vi 

12 

84 

_5 

91 

10.9 

10.6 

OGE 

n 

Oklahoma  G&F/Hpr 

44 

29 

44 

33 

38% 

13 

85 

-10 

87 

12.7 

12.4 

OKEN 

n 

OlrJ  Kpnt  Finanrial/npr 

\J  1  ti  fxClll  1  llldlltldi 

42 

16 

42 

29 

39% 

31 

99 

_3 

93 

12.8 

10.8 

OLDB 

o 

Old  National  Bncp/Dec 

34 

18 

34 

32 

33% 

1 

76 

1 

97 

16.4 

15.0 

ORI 

n 

Old  Republic  Intl/Dec 

37 

13 

37 

24 

32 

30 

98 

-10 

8.8 

9.8 

n 

niin/IW 

U  1 1 1  1  uct 

17 
o  / 

0  J 

sn 

8  73/0 

O  /  /8 

74 

11? 

1  J£ 

10 

111 

IS  Q 

I  J.J 

116 
10. u 

OLS 

p 

Dktpn/Dpr 

VJlDlCI  1/  UCt 

32 

5 

32 

19 

31 

47 

111 

18 

113 

22.3 

19.5 

(IMP 

nmnirnni  firr-iin/Tlpr 

UlllllltLHIl  UlUULI/UCt 

41 

40 

14 

14 

4? 

40 

?7 

Ll 

4£  /8 

55 

117 
111 

is 
1  j 

1  in 

1 1U 

2?  7 

LL.  1 

?n  1 

&U.0 

UliDrx 

0 

nnRanrftrn/nor 
U 1 1  D  d  1 1 1 U!  L-  - 

41 

HI 

in 

1U 

00 

LJ 

14  Vo 
04  /8 

V 

QQ 

jj 

9 

Q8 

JO 

19  n 

11  4 

11.4 

ovwv 

o 

One  Valley  Bncp  WV/Dec 

35 

12 

35 

29 

32% 

11 

83 

4 

100 

11.4 

11.1 

ORCL 

0 

Oracle/May 

2 

37 

19 

32% 

46 

111 

15 

110 

42.3 

17.3 

n 

Oruv  Fnorcru/npr 

uryA  ciicigy/ucL 

01 

in 

1U 

1  s 
i  j 

1 1 
1 1 

19% 
IL  /8 

7 

81 
01 

_A 
—4 

Q? 
jL 

8  4 

0.4 

?n  1 

LM.l 

OMI 

Ou/Pnc  &  Minfir  Dor 
t/WCIIo  Ot  IVMIIvf'Uct 

ia 

10 

c 

3 

IC 
1 J 

1 1 
ii 

11/8 

14 
14 

fiS 

QO 

-11 
11 

as 

OO 

NU 

mil 

25  1 

L  J.O 

OCF 

p 

OiA/pnc  f*nfnino/ripr 

UWClli  LsUl  1  Ml  t{~/ UCt 

4Q 

4j 

17 
i  / 

47 

4/ 

14 

04 

HL  12 

91 

Ll 

Ql 

Jl 

J 

Ql 
ji 

Q  9 

J.L 

8  Q 

0.3 

01 

p 

Du/pnc.  1 1 1  i  nnic/flpr 

17* 

8* 

0 

17 
l  / 

in 

1S3/„ 
10/4 

sn 

JU 

111 

1 1J 

q 

in4 

1U4 

11  1 

11. J 

10.0 

OXHP 

o 

Oxford  Health  Plans/Dec 

45* 

1" 

45 

19 

43% 

96 

148 

18 

113 

60.8 

38.0 

PCAR 

0 

Paccar/Dec 

62 

33 

55 

39 

49V. 

16 

87 

17 

112 

7.6 

10.6 

PET 

p 

Parifir  Fntprnricpc 
ratiiit.  CI  1  lei Lfl loco  Uct 

0/ 

17 
1  / 

ou 

LL 

9S3/. 

LJVi 

c 
0 

an 

ou 

q 

87 
0/ 

19  1 

1?  0 

IL.M 

PCG 

p 

Parifir  fiJc-F/TW 

37 

0/ 

Ll 

11 
01 

OA 

941/0 
/8 

—0 

74 

IC 

1  j 

81 
Ol 

8  1 
0. 1 

8  fi 
0.0 

PAC 

n 

Parifir  Tolocict/rior 
rdUlll  let:  ''  /Ucl 

9R 

is 

Oj 

Of, 

9S3/o 

19 

-IL 

DO 

91 

— Ll 

7c 

/  j 

in  7 

1U./ 

in  r 

1U.D 

PHSYA 

n 
u 

ParifiTarp  Hpalth/^ont 
ratiiitdic  ncdl ll  1/ jc|JL 

QQ 

1 1 
11 

QQ 

4S 

40 

Qfi 

41 
HI 

1  (17 

in 

1U 

1UO 

9S  1 

£0.0 

9?  9 

LL.L 

PPW 

n 

PacifiCcrp/Dec 

25 

16 

22 

18 

20% 

7 

80 

-4  • 

92 

12.3 

13.0 

PAGE 

0 

Paging  Network/Dec 

29* 

5* 

29 

13 

24% 

48 

112 

2 

97 

NM 

NM 

PWJ 

n 

PaineWebber  Group/Oec 

23 

9 

23 

16 

21% 

25 

94 

6 

101 

39.1 

9.4 

PLL 

n 

Pall/July 

29 

14 

29 

20 

27% 

27 

96 

2 

98 

24.2 

22.3 

SPOT 

PanAmSat/Dec 

NA 

NA 

34* 

12*  • 

30% 

NA 

NA 

38 

132 

NM 

NM 

PEL 

n 

Panhandle  Eastern/Dec 

31 

10 

31 

21 

29% 

31 

99 

5 

100 

14.4 

13.1 

PMTC 

0 

Parametric  Tech/Sept 

38 

3 

38 

18 

37% 

80 

135 

12 

107 

53.2 

32.7 

PH 

n 

Parker  Hannifin/June 

42 

16 

42 

28 

27 

96 

10 

105 

11.6 

11.5 

•Range  is  for  less  than  period  indicated.  tPrices  as  originally  reported,  adjusted  for  splits;  performance  includes  value  of  special  distributions.  NA:  Not  available  or  not  applicable. 
NM:  Not  meaningful.  E:  Estimate.  D-D:  Deficit  to  deficit.  D-P:  Deficit  to  profit.  P-D:  Prof  it  to  deficit.  D-Z:  Deficit  to  zero.  Stock  prices  as  of  War.  15, 1996. 


362 


Forbes  ■  April  22,  1996 


1995 

1996 

%  change 

number 

confidence 

indicated 

yield 

payout 

5-year 

available/ 

additional  purchase 

EPS 

EPS 

'96  vs  '95 

of 

factor  on 

rate 

growth 

discount 

amount 

frequency 

est 

EPS 

analysts 

estimate 

rate 

min 

max 

$2.72 

$2.76 

1% 

27 

high 

$1.68 

4.7% 

62% 

8% 

yes 

$25 

$5,000 

quarterly 

0.47 

0.52 

11 

18 

average 

0.28 

3.1 

60 

-26 

yes/3.0% 

25 

120,000 

annually 

2.02 

2.45 

21 

34 

average 

0.50 

1.0 

25 

12 

5.44 

6.02 

11 

24 

high 

2.24 

2.6 

41 

6 

yes 

10 

3.000 

quarterly 

2.13 

2.60 

22 

3 

very  high 

0.80 

3.4 

38 

NA 

2.24 

2.33 

4 

21 

high 

1.76 

9.1 

79 

0 

yes 

100 

25.000 

monthly 

3.91 

3.72 

-5 

21 

average 

2.70 

5.6 

69 

2 

yes 

25 

10,000 

quarterly 

3.75 

4.23 

13 

19 

high 

1.24 

2.3 

33 

19 

5.11 

5.18 

1 

12 

average 

1.60 

2.6 

31 

9 

yes 

100 

1,000 

monthly 

3.64 

5.85 

61 

10 

average 

none 

NA 

NA 

NA 

2.76 

3.11 

13 

40 

high 

0.96 

2.8 

35 

18 

yes 

25 

30,000 

quarterly 

0.90 

0.52 

-42 

27 

low 

none 

NA 

NA 

NA 

3.14 

3.34 

6 

19 

average 

0.32 

0.5 

10 

18 

yes 

10 

3.000 



quarterly 

2.50 

3.52 

41 

28 

high 

2.36 

4.8 

94 

1 

yes 

25 

100,000 

annually 

1.31 

1.64 

25 

24 

low 

1.00 

3.9 

76 

0 

yes 

50 

1,000 

monthly 

0.85 

1.07 

26 

19 

average 

none 

NA 

NA 

NA 

1.56 

0.90 

-42 

17 

very  high 

none 

NA 

NA 

NA 

0.15 

1.49 

NM 

3 

high 

1.25 

6.0 

NM 

0 

2.79 

3.27 

17 

14 

average 

1.60 

4.4 

57 



5 

yes 

10 

5,000 

monthly 

2.05 

2.09 

2 

24 

high 

1.50 

6.7 

73 

0 

yes 

10 

50,000 

annually 

3.05 

3.13 

3 

19 

high 

2.66 

6.8 

87 

1 

yes 

10 

5,000 

quarterly 

3.11 

3.69 

19 

18 

high 

1.28 

3.2 

41 

15 

yes 

25 

5,000 

quarterly 

2.04 

2.24 

10 

3 

high 

0.92 

2.7 

45 

7 

yes/3.0 

100 

3,500 

quarterly 

3.63 

3.28 

-10 

6 

average 

0.52 

16 

14 

9 

yes 

100 

5,000 

quarterly 

5.50 

6.41 

17 

8 

average 

2.40 

2.7 

44 

2 

yes 

50 

5,000 

monthly 

1.39 

1.59 

14 

10 

high 

0.28 

0.9 

20 

17 

1.89 

2.11 

12 

5 

high 

0.70 

1.6 

37 

4 

2.84 

3.00 

6 

6 

average 

1.20 

3.5 

42 

44 

yes 

100 

2,500 

quarterly 

2.86 

2.95 

3 

6 

very  high 

1.08 

3.3 

38 

14 

yes 

25 

3,000 

quarterly 

1.41E 

188 

33 

27 

average 

none 

NA 

NA 

NA 

1.54 

0.64 

-58 

27 

low 

none 

NA 

NA 

NA 

-0.53 

0.45 

D-P 

8 

low 

0.18 

1.6 

NM 

20 

yes 

25 

25,000 

annually 

4.64 

4.77 

3 

11 

average 

none 

NA 

NA 

NA 

1.40 

1.58 

13 

10 

average 

none 

NA 

NA 

NA 

0.72 

1.15 

60 

25 

high 

none 

NA 

NA 

NA 

6  SO 

4.66 

-28 

12 

average 

4.00 

8.1 

62 

22 

2.12 

2.15 

1 

13 

very  high 

1.36 

5.3 

64 

71 

yes 

25 

25,000 

quarterly 

2.99 

2.82 

-6 

25 

average 

1.96 

8.1 

66 

5 

yes 

2.46 

2.49 

1 

25 

very  high 

2.18 

8.3 

89 

1 

yes 

50 

20,000 

monthly 

3.62 

4.32 

19 

27 

high 

none 

NA 

NA 

NA 

1.64 

1.56 

-5 

31 

average 

1.08 

5.3 

66 

-11 

yes 

25 

25,000 

quarterly 

-0.43 

-0.61 

D-D 

16 

very  low 

none 

NA 

NA 

NA 

0.54 

2.24 

315 

8 

low 

0.48 

2.3 

89 

20 

yes 

10 

3,000 

quarterly 

1.04 

1.23 

18 

10 

high 

0.49 

1.8 

43 

18 

yes 

100 

5,000 

monthly 

-0.08 

0.00 

D-Z 

3 

NA 

none 

NA 

NA 

NA 

2.03 

2.23 

10 

18 

high 

0.90 

3.1 

44 

3 

yes 

25 

60,000 

annually 

0.60 

1.14 

90 

12 

average 

none 

NA 

NA 

NA 

2.96 

3.28 

11 

18 

average 

0.72 

1.9 

22 

3 

yes 

10 

1,000 

monthly 

Sources:  William  O'Neil  &  Co.;  IBES  Inc.  and  Market  Guide  via  OneSource  Information  Services;  Telemet  Orion;  Forbes. 
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PEJ  JUUO  UH  ffHiiL  J  HILL  I 


rTjcker  •  Excjh  ,Cpmpany/'isca!  year-end 

-  —  -  Stock  price 

Stock  performance  - 

Price/earnings  ratio 

symbol  " 

5-year       12-month  recent 

latest  12  months          year  to  date 

latest  1996 

high    low    high  low 

price      relative  to     price       relative  to 

12  est 

change      market      change  market 

months 

PAYX 

0 

Paychex/May 

CO 

bi 

b 

CO 

bo 

00 
ii 

CO 

Di) 

070/ 

1  AQ 

148 

1  00/ 
lo/o 

1  1  0 

llo 

DO.  1 

IO  1 

4j.l 

PCS 

n 

Payless  Cashways/Nov 

20* 

4* 

9 

4 

4 

cc 
-DD 

0/1 

o4 

nn 
90 

Mil 

1  c  n 

16.0 

PE 

n 

PECO  Energy/Dec 

34 

19 

33 

01 

24 

263/8 

c 

D 

n 

-12 

84 

1  n  n 

10.0 

9.8 

PNF 

n 

Penn  Traffic/Jan 

IC 

4b 

II 

07 
il 

11 

1  C5/„ 
1D78 

C.7 

-il 

4 

1  nn 
1UU 

MM 

1 1  c 
14.D 

irp 

n 

rcMllcy/Jdll 

oQ 

C4 

W) 

42 

JU  /H 

15 

j 

101 

14  & 

14.4 

139 

Li.i 

PZL 

n 

Pennzoil/Dec 

11 

35 

51 

35 

37% 

-20 

60 

-11 

86 

NM 

29.5 

PBCT 

0 

People's  Bank/Dec 

99 

ii 

o 

L 

ii 

1  A 
11 

on 
iU 

00 

Oo 

1  ri/i 

c 

D 

1U1 

1 1  n 
11. U 

y.y 

DOrT 

ran 

0 

reopleboft/Uec 

Do 

b 

DO 

on 

c/13/. 

1  ex 
IDS 

97 

il 

100 
III 

MM 

boo 

PEP 

n 

PepsiCo/Dec 

C 7 

01 

U 

C7 

bl 

00 
JO 

COI/ 

b2J/8 

cc 

55 

1 1 7 
11/ 

1 0 
12 

10/ 

01  0 

31.2 

01  n 
21.9 

PFE 

n 

Pfizer/Dec 

-i  i 
II 

oc 
2b 

71 

4U 

CO?/ 

b2'/8 

AC 

4b 

1 1  n 
11U 

n 
U 

nc 

oc  0 

01  c 

21. b 

PMII 

n 

Phairnaria  SL  Hrtinhn/nor 
rllaiiMdlld  ot  UfJJUHii/uct 

44* 

14* 

44 

18 

41% 

136 

1/0 

7 

1UJ 

?t)  1 

L\i.  1 

PD 

n 

Phelps  Dodge/Dec 

71 

29 

71 

52 

67 

26 

95 

8 

103 

6.3 

7.4 

PHH 

n 

n  i  1 1  i 

PHH/Apr 

54 

oc 

2b 

C  /I 

b4 

OC 

00 

COS/ 

AO 

49 

\\l 

1  c 

Id 

1 1  n 
110 

1 0  n 

12.0 

1  n  c 

lO.b 

MO 

n 

Philip  Morris  Cos/Dec 

105 

45 

i  nc 

10b 

CO 

bo 

95% 

cn 
50 

110 
llo 

6 

101 

14.7 

12.6 

P 

n 

Phillips  Petroleum/Dec 

a  n 

4U 

00 

/in 

4U 

0  1 

51 

on 

39 

11 

OA 

o4 

14 

1  nn 
109 

21.8 

16.4 

PNW 

n 

Pinnacle  West/Dec 

on 
3U 

i  n 

1U 

on 
oU 

0  1 

071  / 

il  Vb 

OS 

io 

nc 

-b 

nn 
90 

1 1  n 
11.9 

ion 
12. U 

PHR 
rnD 

n 

rlUNccl  nl-DlcU  Illll/nUg 

fin 

DU 

i  j 

fin 

DU 

0  J 

Ji  /8 

4J 

1  m 

R 

Ql 

9n  ^ 

PBI 

n 

Pitney  Bowes/Dec 

52 

25 

52 

35 

48% 

34 

101 

4 

99 

12.7 

16.2 

DMP 

rNl 

n 

rNL  Dank/Uec 

9C 

ib 

1  c 

Id 

00 
00 

0/1 

m 

001/. 

1 0 
iy 

on 

yu 

i  n 
-1U 

ob 

OA  C 

24.0 

1  n  n 
1U.U 

DOM 

n 

Portland  General/Dec 

oo 
32 

1  0 

00 

o7 

1  0 

iy 

007/ 

2y/8 

CO 

DU 

1 1 0 
113 

0 
3 

00 

y<s 

1 0  7 
10./ 

19  9 

12.3 

POM 

n 

Potomac  Electric/Dec 

29 

18 

27 

19 

25 

32 

100 

-5 

91 

00  c 

00. b 

13.9 

DDI 

rrL 

n 

rr&L  Kesources/Uec 

01 

31 

1  0 
10 

07 

LI 

1  0 

lis 

005/ 

on 
2U 

01 

yi 

-b 

on 

yu 

1 1  t 

11. D 

1 1  0 
11.0 

ppr. 

rru 

n 

PPT.  inHiictrroc 
rru  IIIUUMntb  - 

AQ 

4j 

93 

ii 

JU 

AV/e 

4/78 

U 
J4 

mi 

1U1 

c 
D 

inn 

1UU 

1?  fi 

1 1  fi 
1 1.0 

PX 

n 

Praxair/Dec 

39* 

14* 

39 

21 

38% 

80 

136 

15 

110 

21.3 

19.0 

rMI 

n 

Premark  Intl/Dec 

55 

11 

55 

42 

52% 

OA 

24 

94 

3 

nn 

99 

1  A  1 

14.1 

ion 

12.0 

PRE 

n 

Premier  Industrial/May 

33 

17 

33 

23 

32% 

34 

101 

33 

128 

23.6 

20.0 

DPfMAf 

rllW 

0 

Price/Costco/Aug 

43 

12 

20 

13 

18% 

42 

108 

24 

119 

1 7  n 

17.0 

ICO 

15.3 

Dp 

n 

Procter  &  Gamble/June 

91 

38 

91 

66 

83  Ve 

20 

90 

0 

96 

20.9 

19.3 

run 

n 

Prnaroc  c  I  wo /Hor 

riUgicbSIVc/Ucl 

01 

ID 

Dl 

XI 

AA5/a 
44/8 

19 
Li 

oD 

Q 

-y 

87 
07 

n  7 
li.i 

n  fi 

Li.  0 

PL 

n 

Protective  Life/Dec 

37 

9 

37 

22 

34% 

49 

112 

11 

106 

13.0 

11.6 

□  DDI/ 

0 

Provident  Bncp/Dec 

53 

13 

53 

31 

51% 

68 

127 

10 

105 

12.0 

12.7 

D\/T 

rvl 

n 

Provident  Cos/Dec 

35 

17 

35 

21 

33 

44 

109 

-3 

no 

93 

1  A  C 

14.5 

1 1  n 
11.0 

DWM 

rVIN 

n 

Providian/Oec 

47 

21 

47 

34 

43V2 

23 

92 

7 

102 

1 0  1 
12.1 

n  c 

9.6 

DC 

Kt 

n 

Prudential  Reinsur/Dec 

MA 
NA 

NA 

oc* 

2b 

i  n* 

19 

ii 

NA 

NA 

-b 

nn 

yu 

NM 

1  1  0 
11.0 

r  on 

n 

rUDiic  oervice  Loio/uec 

il 

91 
iL 

37 
ii 

9Q 
CO 

J4 

1 9 
li 

BD 

A 

—4 

Q9 

yc 

19  8 

19  e. 

PEG 

n 

Pub  Svc  Enterprise/Dec 

36 

24 

32 

25 

25% 

-5 

71 

-16 

81 

9.5 

9.7 

pen 
rou 

n 

ruget  bound  P&L/Dec 

30 

17 

26 

20 

24% 

18 

89 

7 

102 

100 
13.2 

ion 
13. U 

UAI 

n 

Quaker  Oats/June 

43 

25 

38 

31 

34% 

3 

77 

0 

95 

6.4 

23.5 

UlUM 

0 

Qualcomm/Sept 

55* 

6* 

55 

24 

371/2 

15 

86 

-13 

84 

65.8 

50.7 

UN  1 M 

0 

Quantum/Mar 

29 

9 

29 

14 

19% 

36 

103 

20 

115 

17.9 

6.5 

BQR 

n 

Quick  &  Reillv  Groun/Fph 

31 

5 

31  • 

15 

24% 

60 

121 

19  - 

114 

10.7 

14.1 

n 

Ralston  Purinat/Sept 

68 

34 

68 

46 

671A 

36 

103 

8 

103 

25.4 

20.1 

RYC 

n 

Raychem/June 

70 

23 

70 

33 

66% 

63 

123 

17 

112 

46.6 

18.9 

RYN 

n 

Rayonier/Dec 

41* 

27* 

41 

29 

36% 

25 

94 

9 

104 

7.7 

8.9 

RTN 

Raytheon/Dec 

53 

18 

53 

35- 

51% 

42 

107 

9 

105 

15.9 

14.3 

RCSB 

RCSB  Financial/Nov 

26 

5 

26 

17 

23% 

39 

105 

1 

96 

10.3 

10.9 

RDRT 

0 

Read-Rite/Sept 

50* 

9* 

50 

16 

18% 

2 

77 

-19 

78 

6.2 

7.5 

RDA 

n 

i.  e  tier's  Digest  Assn/June 

56 

31 

52 

Vi 

46% 

2 

74 

-10 

86 

21.0 

19.0 

"Range  is  for  less  than  period  indicate  tPnces  as  originally  reported,  adjusted  for  splits;  performance  includes  value  of  special  distributions.  NA:  Not  available  or  not  applicable. 
NM:  Not  meaningful.   L         ite    D-D;  Deficit  to  deficit.   D-P;  Deficit  to  profit.   P-D;  Profit  to  deficit.      Stock  prices  as  of  Mar.  15, 1996. 
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Dividends 


-Dividend  reinvestment  plan 


1995 

1996 

%  change 

number 

confidence 

Indicated 

yield 

payout 

5-year 

available/ 

additional  purchase 

EPS 

EPS 

'96  vs  '95 

of 

factor  on 

rate 

growth 

discount 

amount  frequency 

est 

EPS 

analysts 

estimate 

rate 

min 

max 

$1.12E 

$1.37 

22% 

11 

average 

$0.36 

0.6% 

34% 

47% 

yes 

$100 

$10,000  quarterly 

-3.36 

0.25 

D-P 

2 

NM 

none 

NA 

NA 

NA 

2.64 

2.68 

2 

31 

average 

1.74 

6.6 

66 

8 

yes 

none 

50,000  annually 

0.03E 

1.08 

NM 

2 

NM 

none 

NA 

NA 

NA 

3.48 

3.79 

9 

36 

average 

2.08 

4.1 

60 

8 

yes 

20 

10,000  monthly 

-6.60 

128 

D-P 

14 

low 

1.00 

2.6 

NM 

-4 

yes 

50 

60,000  annually 

1.81 

2.03 

12 

6 

high 

0.72 

3.6 

40 

NA 

yes 

0.54 

0.82 

52 

12 

average 

none 

NA 

NA 

NA 

2.00 

2.85 

43 

31 

very  high 

0.80 

1.3 

40 

15 

yes 

25 

5,000  monthly 

2.50 

2.93 

17 

41 

high 

1.20 

1.9 

48 

12 

yes 

25 

10,000  monthly 

1.43 

2.07 

45 

37 

average 

1.08 

2.6 

76 

NA 

10.65 

9.06 

-15 

27 

low 

1.80 

2.7 

17 

4 

yes 

10 

2,000  quarterly 

4.59E 

5.06 

10 

4 

very  high 

1.36 

2.5 

30 

2 

6.51 

7.59 

17 

25 

very  high 

4.00 

4.2 

61 

10 

yes 

10 

60,000  annually 

1.79 

2.38 

33 

31 

average 

1.22 

3.1 

68 

1 

yes 

10 

10,000  monthly 

2.28 

2.26 

-1 

21 

average 

1.00 

3.7 

44 

NA 

yes 

50 

60,000  annually 

2.16 

2.57 

19 

14 

average 

0.80 

1.5 

37 

24 

yes 

25 

1,000  monthly 

3.83 

3.01 

-21 

11 

high 

1.38 

2.8 

36 

15 

yes 

100 

3,000  quarterly 

1.19 

2.92 

145 

31 

average 

1.40 

4.8 

118 

7 

1  — — 

yes 

50 

5,000  monthly 

1.60 

2.42 

51 

18 

average 

1.28 

4.3 

80 

1 

yes 

25 

75,000  annually 

0.65 

1.80 

177 

26 

average 

1.66 

6.6 

NM 

2 

yes 

25 

5,000  monthly 

2.05 

2.01 

-2 

22 

average 

1.67 

7.1 

81 

2 

yes 

none 

80,000  annually 

3.80 

4.11 

8 

21 

average 

1.20 

2.5 

32 

8 

yes 

10 

3,000  quarterly 

182 

2  04 

12 

22 

high 

 L 

0.38 

1.0 

21 

35 

yes 

50 

24,000  annually 

3.72 

4.36 

17 

13 

average 

1.08 

2.1 

29 

23 

1.43E 

1.63 

14 

5 

high 

0.50 

1.5 

36 

12 

yes 

10 

5,000  quarterly 

0.68 

1.23 

81 

22 , 

average 

none 

NA 

NA 

NA 

3.71 

4.30 

16 

26' 

high 

1.60 

1.9 

40 

11 

yes 

100 

120,000  annually 

3.26 

3.27 

0 

16 

average 

0.22 

0.5 

7 

5 

2  68 

2  99 

12 

10 

high 

0.64 

1.8 

24 

11 

yes 

L. ...,..„..,.  . 

25 

6,000  quarterly 

4.30 

4.07 

-5 

5 

average 

1.10 

2.1 

26 

18 

2.27 

3.00 

32 

13 

average 

0.72 

2.2 

32 

-6 

yes 

10 

60,000  annually 

3.60 

4.52 

26 

23 

high 

1.00 

2.3 

28 

11 

yes 

10 

60,000  annually 

0.01 

1.87 

NM 

6 

1 

average 

0.12 

0.5 

NM 

NA 

2.65 

2.73 

3 

24 

high 

2.10 

6.2 

79 

1 

yes 

25 

100,000  annually 

2.71 

2.67 

-1 

24 

average 

2.16 

8.3 

80 

0 

yes 

25 

100,000  annually 

1.89 

1.92 

2 

12 

high 

1.84 

7.4 

97 

1 

!  yes 

25 

100,000  annually 

6.00 

1.46 

-76 

22 

low 

1.14 

3.3 

21 

9 

yes 

10 

30,000  annually 

0.53 

0.74 

40 

16 

low 

none 

NA 

NA 

NA 

1.40E 

2.96 

111 

13 

low 

none 

NA 

NA 

NA 

1.53E 

1.73 

13 

1 

NM 

0.36 

1.5 

16 

24 

2  42 

3.35 

38 

14 

average 

1.20 

1.8 

45 

2 

\_m_ 

10 

25,000  annually 

-0.49 

3.53 

D-P 

6 

average 

0.40 

0.6 

28 

0 

4.75 

4.11 

-13 

9 

low 

1.16 

3.2 

24 

NA 

yes 

50 

5,000  quarterly 

3.25 

3.61 

11 

18 

high 

0.75 

1.5 

23 

2 

yes 

10 

5,000  quarterly 

2.32 

2.20 

-5 

8 

high 

0.48 

2.0 

21 

NA 

i 

2.60 

2.52 

-3 

9 

low 

none 

NA 

NA 

NA 

2.35 

2  43 

3 

13 

high 

1.80 

3.9 

82 

19 

Sources:  William  O'Neil  &  Co.;  IBES  Inc.  and  Market  Guide  via  OneSource  Information  Services;  Telemet  Orion;  Forbes. 


Forbes  ■  April  22,  1996 


365 


HOW  TO  CARRY 
27  BILLION  POUNDS  AND  STAY 
FAST  ON  YOUR  FEET. 


A  billion  pounds  here.  A  billion  pounds  there. 
You  might  expect  all  that  tonnage  to  slow  down 
an  operation.  But  not  The  CF  Companies. 

We're  the  nation's  first  family  of  freight  trans- 
portation providers,  with  customer-focused 
capabilities  ranging  from  regional  and  nationwide 
trucking  to  worldwide  airfreight,  from  truckload, 
ocean  and  intermodal  services  to  warehouse  and 
logistics  management.  And  we  can  bring  to  bear 
the  industry's  most  sophisticated  blend  of  horse- 
power and  brainpower  to  your  transportation  and 
logistics  needs. 

So,  whether  you're  shipping  software  or 
menswear,  farm  machinery  or  pharmaceuticals, 
The  CF  Companies  get  the  job  done.  By  air  or 
by  sea,  on  the  rails  or  over  the  road,  consistently 
on  time.  With  a  commitment  to  communication, 
cost  management  and  advanced  Electronic  Data 
Interchange  technology  that  makes  it  all  possible. 

To  find  out  how  we  can  carry  the  load  for 
your  company -quickly  and  cost-effectively -call 
1-800-520-8465  for  a  copy  of  our  worldwide 
resources  brochure. 

THE  CF  COMPANIES 


CF  MotorFreight,  Emery  Worldwide,  Con-Way  Transportation  Services,  Menlo  Logistics 


COnSOLIDflTED  FREIGHTWAYS,  IRC. 

WE  PUT  YOU  MILES  AHEAD 


The 
Company 


Ticker  lEkih/.: .Company/f is^aj  year-end 


Stock  performance 


Price/earnings  ratio 


symbol 

5-year 

12-month 

recent 

latest  12  months 

year  to  date 

latest 

1996 

high 

low 

high 

low 

price 

relative  to 

price 

relative  to 

12 

est 

change 

market 

change 

market 

months 

KBK 

n 

Reebok  International/Dec 

40 

21 

38 

24- 

28% 

-18% 

62 

2% 

98 

13.9 

10.5 

RGBK 

0 

Regions  Financial/Dec 

48 

20 

48 

35 

44% 

24 

93 

3 

98 

11.8 

11.2 

REL 

n 

Reliance  Group/Dec 

10 

4 

9 

5 

8% 

59 

120 

-6 

90 

10.3 

9.2 

RLR 

n 

ReliaStar  Financial/Dec 

52 

9 

52 

33 

45% 

33 

100 

2 

97 

10.7 

9.9 

RNB 

n 

Republic  New  York/Dec 

65 

37 

65 

47 

571/4 

16 

88 

-8 

88 

12.3 

8.5 

RXR 

n 

Revco  DS/May 

29* 

7* 

29 

19 

27% 

41 



107 

-2 

94 

23.7 

19  5 

RLM 

n 

Reynolds  Metals/Dec 

65 

40 

65 

46 

58% 

23 

93 

3 

98 

10.9 

9.7 

RPR 

n 

Rhone-Poulenc  Rorer/Dec 

69 

31 

67 

40 

62 

49 

113 

16 

112 

24.8 

17.5 

RCHF 

0 

Richfood  Holdings/Apr 

29 

6 

29 

19 

27% 

41 

106 

3 

98 

25.0 

15.8 

RIGS 

0 

Riggs  National/Dec 

15 

4 

15 

9 

11% 

30 

98 

-9 

87 

4.7 

11.1 

RAD 

n 

Rite  Aid/Feb 

35 

15 

35 

22 

32% 

29 

98 

-5 

91 

17.6 

15.1 

RN 

n 

RJR  Nabisco/Dec 

65 

22 

35 

25 

33% 

19 

90 

9 

104 

21.1 

13.0 

ROAD 

0 

Roadway  Express/Dec 

NA 

NA 

15* 

10* 

13% 

NA 

NA 

NA 

NA 

NM 

16.4 

ROK 

n 

Rockwell  Intl/Sept 

63 

22 

63 

37 

57% 

45 

109 

8 

103 

16.1 

15.0 

ROH 

n 

Rohm  &  Haas/Dec 

75 

35 

75 

50 

69% 

29 

97 

8 

103 

16.5 

13.3 

RFED 

0 

Roosevelt  Finl  Group/Dec 

20 

3 

20 

15 

18% 

16 

87 

-5 

91 

18.3 

8.9 

RBD 

n 

Rubbermaid/Dec 

38 

24 

34 

25 

29% 

-13 

65 

15 

110 

NM 

22.1 

R 

n 

Ryder  System  t/Dec 

34 

14 

28 

22 

27% 

23 

93 

11 

106 

14.0 

12.4 

SAFC 

0 

Safeco/Dec 

40 

18 

40 

27 

35 

26 

95 

1 

97 

11.0 

11.2 

SWY 

n 

Safeway/Dec 

30 

5 

30 

16 

27% 

58 

119 

7 

102 

20.4 

17.0 

SUM 

0 

St  Jude  Medical/Dec 

46 

17 

46 

27 

38% 

40 

106 

-10 

86 

21.3 

18.9 

SPBC 

0 

St  Paul  Bancorp/Dec 

28 

7 

28 

21 

25% 

15 

87 

-1 

95 

13.5 

12.3 

SPC 

n 

St  Paul  Cos/Dec 

61 

29 

61 

46 

54 

6 

80 

-3 

93 

9.0 

9.8 

SIM 

n 

Sal  lie  Mae/Dec 

86 

31 

86 

35 

83% 

127 

171 

27 

121 

15.8 

14.0 

SB 

n 

Salomon/Dec 

53 

21 

43 

33 



36% 

,  

5 

80 

2 

98 

10.0 

9.3 

SLE 

n 

Sara  Lee/June 

36 

19 

36 

26 

33 

19 

90 

3 

99 

19.2 

18.0 

SBC 

n 

SBC  Communications/Dec 

60 

25 

60 

42 

51Vs 

20 

91 

-11 

86 

16.5 

15.0 

SCG 

n 

Scana/Dec 

29 

18 

29 

21 

26 

24 

93 

-9 

87 

15.3 

13.7 

SGP 

n 

Schering-Plough/Dec 

62 

24 

62 

37 

58 

50 

113 

6 

101 

24.2 

18.0 

SCH 

n 

Charles  Schwab/Dec 

29 

3 

29 

15 

26% 

60 

121 

30 

125 

27.1 

23.0 

SCIS 

0 

SCI  Systems/June 

43 

6 

43 

17 



35% 

106 

155 

15 

110 

16.6 

14.9 

SSP 

n 

EW  Scripps/Dec 

44 

19 

44 

28 

42% 

46 

110 

8 

104 

25.5 

22.2 

SEG 

n 

Seagate  Technology/June 

68 

7 

68 

25 

59% 

135 

178 

26 

120 

11.3 

11.2 

S 

n 

Sears,  Roebuckt/Dec 

61 

32 

61 

30 

50% 

73 

130 

29 

123 

19.8 

17.2 

SRV 

n 

Service  Corp  Intl/Dec 

48 

14 

48 

27 

46% 

68 

127 

6 

101 

25.8 

22.5 

SME 

n 

Service  Merchandise/Dec 

15 

4 

8 

4 

5% 

89 

15 

110 

11.3 

9.4 

SHX 

n 

Shaw  Industries/Dec 

26 

6 

17 

11 

11% 

-14 

65 

-21 

75 

24.7 

14.7 

SHW 

n 

Sherwin-Williams/Dec 

45 

21 

45 

33 

43% 

27 

96 

6 

102 

18.5 

16.6 

SIAL 

0 

Sigma-Aldrich/Dec 

60 

30 

60 

38 

58% 

46 

110 

19 

114 

23.1 

20.1 

SBK 

n 

Signet  Bankingt/Dec 

44 

6 

28 

20 

24% 

24 

94 

4 

99 

11.0 

10.6 

SGI 

n 

Silicon  Graphics/June 

46 

7 

46 

21 

24% 

-29 

54 

-12  . 

84 

18.7 

17.0 

SFD 

n 

Smith's  Food  &  Drug/Dec 

44 

18 

31 

18 

24% 

3 

77 

-4 

92 

NM 

12.5 

SLR 

n 

Solectron/Aug 

51 

4 

51 

27 

43% 

57 

119 

-1 

94 

21.4 

19.7 

SNT 

n 

Sonat/Dec 

37 

15 

36 

28 

34% 

15 

86 

-4 

92 

15.3 

18.4 

SON 

n 

Sonoco  Products/Dec 

29 

14 

29 

22  . 

27% 

22 

92 

4 

100 

15.9 

14.8 

SO 

n 

Southern  Co/Dec 

26 

13 

26 

20 

23% 

14 

86 

-6 

90 

13.9 

13.3 

SNB 

n 

Southern  National  Dec 

30 

11 

30 

20 

27% 

37 

103 

5 

100 

16.6 

10.0 

SNG 

n 

So  New  Eng  Tele: 

44 

28 

44 

32 

38% 

20 

91 

-3 

93 

14.8 

13.1 

rtange  is  for  less  than  period  indicated. 
NM:  Not  meaningful.  E:  Estimate.  D-D:  De( 


;  originally  reported,  adjusted  for  splits;  performance  includes  value  of  special  distributions.  NA:  Not  available  or  not  applicable, 
deficit.   D-P:  Deficit  to  profit.  P-D:  Profit  to  deficit.     Stock  prices  as  of  Mar.  15, 1996. 
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n:. .:  _| . 

 i 

Earnings 

Dividends 

umuenu  remveMineni  pidii 

1995 

1996 

%  change 

number 

confidence 

indicated 

yield 

payout 

5-year 

available/ 

additional  purchase 

EPS 

EPS 

'96  vs  '95 

of 

factor  on 

rate 

growth 

discount 

amount  frequency 

est 

EPS 

analysts 

estimate 

rate 

min  max 

$2.07 

$2.74 

32% 

12 

average 

j  $0.30 

1.0% 

14% 

0% 

3.75 

3.93 

5 

15 

high 

j  140 

3.2 

37 

12 

yes 

$25 

$120,000  annually 

0.79 

0.88 

11 

8 

average 

0.32 

3.9 

41 

0 

4  21 

4.57 

9 

11 

high 

1.00 

2.2 

24 

9 

yes/4.0% 

50 

5,000  monthly 

4.66 

6.76 

45 

11 

average 

1.52 

2.7 

33 

12 

1.24E 

1.42 

15 

6 

average 

none 

NA 

NA 

NA 

5.35 

6.03 

13 

23 

low 

j  " 
1.40 

2.4 

26 

-14 

yes 

25 

3,000  quarterly 

2.50 

3.55 

42 

15 

high 

1.20 

1.9 

48 

27 

yes 

25 

3,000  quarterly 

1.46E 

1.74 

19 

8 

average 

0.12 

0.4 

11 

29 

2.54 

1.07 

-58 

5 

low 

none 

NA 

NA 

NA 

1.93E 

2.15 

11 

11 

average 

0.74 

2.3 

40 

5 

yes 

25 

25,000  annually 

1.58 

2.57 

63 

15 

average 

1.85 

5.5 

117 

NA 

-0.62 

0.83 

D-P 

7 

low 

none 

NA 

NA 

NA 

3.42 

3.82 

12 

17 

high 

1.16 

2.0 

33 

6 

yes 

10 

1,000  monthly 

4.22 

5.21 

23 

21 

average 

1.64 

2.4 

39 

6 

1.01 

2.07 

105 

18 

average 

0.62 

3.4 

61 

31 

yes 

25 

1,000  monthly 

0.38 

1.33 

250 

29 

average 

0.56 

1.9 

147 

14 

yes 

50 

5,000  monthly 

1.96 

2.21 

13 

12 

average 

0.60 

J  ZI  

2.2 

31 

0 

yes 

25 

60,000  annually 

3.17 

3.13 

-1 

24 

high 

1.06 

I 

3.0 

33 

7 

1.35 

1.62 

20 

12 

high 

none 

NA 

NA 

NA 

1.82 

2.05 

13 

23 

high 

none 

NA 

NA 

NA 

1.87 

2.05 

10 

16 

average 

0.40 

1.6 

21 

4 

yes 

50 

1,500  quarterly 

5.99 

5.50 

-8 

24 

high 

1.76 

3.3 

29 

5 

yes 

10 

60,000  annually 

5.27 

5.98 

13 

14 

average 

1.60 

1.9 

30 

3.64 

3.91 

7 

10 

low 

0.64 

1.8 

18 

» 

yes 

10 

3,000  quarterly 

1.62 

1.83 

13 

23 

high 

j  0.76 

2.3 

44 

7 

yes 

10 

5,000  quarterly 

3.10 

3.41 

10 

30 

very  high 

1.65 

3.2 

53 

1 

yes 

50 

100,000  annually 

1.70 

1.90 

12 

18 

average 

1.47 

5.7 

86 

2 

yes 

25 

100,000  annually 

2.40 

3.22 

34 

37 

very  high 

1.16 

2.0 

48 

15 

yes 

25 

36,000  annually 

0.97 

1.14 

18 

11 

average 

0.16 

J  _  

0.6 

16 

43 

yes 

25 

5,000  monthly 

1.63 

2.38 

46 

10 

high 

T 

none 

NA 

NA 

NA 

1.67 

1.92 

15 

6 

average 

0.52 

1.2 

31 

6 

3.52 

5.33 

51 

17 

average 

none 

NA 

NA 

NA 

2.53 

2.92 

15 

33 

high 

0.92 

1.8 

36 

-11 

yes 

25 

3,000  monthly 

1.80 

2.07 

15 

10 

high 

0.48 

1.0 

27 

4 

0.50 

0.60 

20 

8 

low 

none 

NA 

NA 

NA 

0.47 

0.79 

68 

11 

low 

0.30 

2.6 

64 

26 



2.34 

2.62 

12 

14 

very  high 

0.70 

1.6 

30 

12 

yes 

10 

2,000  monthly 

2.54 

2.93 

15 

14 

high 

0.44 

0.7 

17 

13 

2.24 

2.32 

4 

25 

average 

0.80 

3.2 

36 

35 

yes/5.0 

10 

10,000  monthly 

1.28 

1.43 

12 

20 

average 

I  none 

NA 

NA 

NA 

-1.62 

1.94 

D-P 

7 

average 

0.60 

2.5 

NM 

12 

1.82 

2.21 

21 

12 

average 

none 

NA 

NA 

NA 

2.24 

1.87 

-17 

22 

average 

3.1 

48 

3 

yes 

50 

6,000  quarterly 

1.72 

1.85 

8 

15 

average 

j  0.60 

2.2 

35 

7 

yes 

10 

500  monthly 

1.66 

1.74 

5 

32 

high 

j  1.26 

5.4 

76 

3 

yes 

25 

6,000  quarterly 

1.66 

2.74 

65 

22 

average 

0.92 

3.3 

55 

16 

yes/3.0 

25 

5,000  monthly 

2.60 

2.93 

13 

8 

very  high 

1.76 

4.6 

68 

o 

yes 

none 

3.000  quarterly 

Sources:  William  O'Neil  &  Co.;  IBES  Inc.  and  Market  Guide  via  OneSource  Information  Services;  Telemet  Orion;  Forbes. 
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US  UN  WALL  blhttl 


;.Ticker  Exch.  Company/fiscal  year-end   — Stock  price    Stock  performance    Price/earnings  ratio 

symbol                                           5-year       1,2-month      recent        latest  12  months          year  to  date  latest  1996 

high    low    high    low                  price      relative  to     price      relative  to  12  est 

change      market      change       market  months 


RSP 

n 

Southern  Pacific  Rail/Dec 

25* 

15* 

25 

15- 

24% 

46% 

110 

00/ 
J/0 

99 

NM 

46.7 

SLCM 

0 

Southland/Dec 

8 

1 

4 

3 

3% 

-15 

65 

2 

98 

8.3 

12.7 

SOTR 

0 

SouthTrust/Dec 

28 

8 

28 

20 

27% 

32 

100 

7 

102 

11.6 

10.5 

LUV 

n 

Southwest  Airlines/Dec 

39 

7 

33 

17 

31% 

84 

139 

35 

130 

25.3 

19.3 

SPS 

n 

Southwestern  PS/Aug 

34 

24 

34 

27 

32 

16 

87 

-2 

94 

11.2 

12.7 

SVRN 

o 

Sovereign  Bancorp/Dec 

11 

2 

11 

8 

10% 

32 

99 

13 

108 

10.9 

9.7 

SPGLA 

0 

Spiegel/Dec 

27 

5 

14 

7 

10% 

4 

78 

51 

145 

NM 

28.0 

FON 

n 

Sprintt/Dec 

46 

21 

46 

29 

351/2 

47 

111 

8 

104 

13.2 

12.2 

SFB 

n 

Standard  Federal/Dec 

43 

10 

43 

26 

41% 

50 

113 

4 

100 

11.1 

9.5 

SWK 

n 

Stanley  Works/Dec 

57 

33 

57 

37 

55 

38 

104 

7 

102 

41.4 

16.6 

SPLS 

0 

Staples/Jan 

20 

3 

20 

10 

19% 

50 

113 

19 

114 

41.1 

31.7 

STB 

n 

Star  Banc/Dec 

67 

20 

67 

41 

61% 

47 

111 

4 

99 

13.5 

11.8 

STT 

n 

State  Street  Boston/Dec 

49 

21 

48 

30 

47 

48 

112 

4 

100 

15.8 

14.2 

STX 

n 

Sterling  Chemicals/Sept 

14 

3 

13 

7 

12% 

6 

80 

57 

150 

4.9 

10.7 

STO 

n 

Stone  Container/Dec 

32 

6 

25 

12 

14% 

-30 

53 

0 

96 

3.1 

8.5 

SHP 

n 

Stop  &  Shop  Cos/Jan 

29* 

11* 

29 

19 

26% 

10 

83 

16 

111 

20.4 

14.7 

STRM 

0 

StrataCom/Dec 

45* 

2* 

45 

16 

34 

71 

129 

-7 

89 

51.5 

41.5 

STRY 

0 

Stryker/Dec 

59 

19 

59 

38 

50% 

12 

84 

-5 

91 

27.8 

23.3 

SUMI 

0 

Sumitomo  Bank  Calif/Dec 

33 

20 

26 

22 

25% 

11 

84 

3 

99 

NM 

NA 

SUB 

n 

Summit  Bancorp/Dec 

40 

10 

40 

27 

35% 

30 

98 

1 

96 

13.0 

11.0 

SUN 

n 

Sun  Co/Dec 

35 

22 

33 

25 

291/s 

6 

80 

6 

102 

13.0 

14.1 

SUNW 

0 

Sun  Microsystems/June 

57 

9 

57 

17 

45% 

172 

205 

1 

96 

20.3 

17.8 

SAI 

n 

SunAmerica/Sept 

58 

6 

58 

27 

48% 

76 

133 

2 

98 

15.5 

12.6 

SNS 

n 

Sundstrand/Dec 

39 

14 

39 

24 

38% 

62 

122 

10 

105 

31.0 

16.7 

STI 

n 

SunTrust  Banks/Dec 

77 

26 

77 

53 

69% 

30 

98 

2 

98 

14.1 

12.9 

SVU 

n 

Supervalu/Feb 

40 

22 

33 

26 

im 

22 

92 

0 

96 

13.5 

12.0 

SNV 

n 

Synovus  Finl/Dec 

21 

6 

21 

12 

20% 

61 

121 

7 

102 

20.3 

17.8 

SYY 

n 

Sysco/June 

36 

18 

36 

26 

33 

22 

92 

2 

97 

22.6 

-  21.2 

TDM 

n 

Tandem  Computers/Sept 

20 

9 

18 

9 

8% 

-49 

39 

-16 

80 

14.1 

35.5 

TAN 

n 

Tandy/Dec 

64 

22 

64 

34 

46% 

-2 

74 

13 

108 

15.0 

13.1 

TCB 

n 

TCF  Financial/Dec 

38 

7 

38 

20 

—  

35% 

72 

130 

6 

102 

20.5 

11.7 

TECD 

0 

Tech  Data/ian 

22 

3 

18 

8 

15% 

29 

97 

1 

97 

27.0 

14.7 

TE 

n 

TECO  Energy/Dec 

27 

17 

27 

20 

23% 

16 

88 

-7 

89 

14.9 

14.4 

LBTYA 

0 

Tele-Com-Liberty/Dec 

NA 

NA 

29* 

23* 

27% 

NA 

NA 

1 

97 

NA 

NM 

TCOMA 

0 

Tele-Com-TCIt/Dec 

33 

13 

26 

17 

19% 

21 

91 

-1 

95 

NA 

NM 

TDY 

ri 

Teledyne/Dec 

30 

14 

30 

22 

29 

29 

97 

13 

108 

10.1 

11.6 

TDS 

a 

Tele  &  Data  Systems/Dec 

57 

29 

49 

36 

46% 

21 

91 

18 

113 

26.7 

33.0 

TLAB 

0 

Tellabs/Dec 

53 

2 

53 

26 

47 

77 

133 

27 

122 

37.3 

29.6 

TIN 

n 

Temple-Inland/Dec 

58 

35 

56 

40 

45% 

1 

76 

3 

99 

9.1 

12.5 

THC 

n 

Tenet  Healthcare/May 

26 

7 

23 

13 

20% 

26 

95 

-1 

95 

10.9 

14.1 

TEN 

n 

Tenneco/Dec 

59 

27 

58 

42 

55 

19 

90 

11  - 

106 

13.2 

12.9 

TER 

n 

Teradyne/Dec 

43 

5 

43 

17 

18% 

-12 

67 

-27 

70 

9.7 

6.9  \ 

TRA 

n 

Terra  Industries  'De; 

15 

3 

15 

10 

12% 

24 

94 

-9 

87 

6.4 

6.7 

TX 

n 

Texaco/Dec 

86 

56 

86 

63 

82% 

28 

96 

6 

101 

32.2 

17.5 

TXN 

n 

Texas  Instruments/Dec 

84 

13 

84 

43- 

52% 

20 

91 

2 

98 

9.3 

11.5 

TXU 

n 

Texas  Utilities/Dec 

50 

30 

43 

30 

39% 

24 

94 

-5 

91 

NM 

12.8 

TXT 

n 

Textron/Oec 

83 

29 

83 

54 

79 

46 

110 

17 

112 

14.3 

12.9 

TMO 

n 

Thermo  Electron/Dec 

61 

15 

61 

33 

60% 

80 

136 

17 

112 

36.3 

30.8 

'Range  is  for  less  than  period  indicated.  'Prices  as  originally  reported,  adjusted  for  splits;  performance  includes  value  of  special  distributions.  NA:  Not  available  or  not  applicable. 
UM:  Not  meaningful.   E:  Estimate.   D-D:  Deficit  to  deficit.   D-P:  Deficit  to  profit.   P-D:  Profit  to  deficit.      Stock  prices  as  of  Mar.  15. 1996. 
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—  Earnings    Dividends    Dividend  reinvestment  plan  — 

1995         1996       %  change     number   confidence  indicated      yield         payout       5-year       available/       additional  purchase 
EPS          EPS        '96  vs  '95        of       factor  on         rate  growth       discount       amount  frequency 

est  EPS        analysts     estimate  rate  min  max 


J-UIV 

tn  co 
JU.Oo 

n  d 
U-r 

Q 

low 

none 

Ml 

NA 

MA 

NA 

M  A 

NA 

n  in 
U.4U 

n  oc 
U.Zb 

OS0/ 
-oO  /o 

L 

MM 
IWI 

none 

M  A 

NA 

MA 

NA 

M  A 

NA 

0  OC 

Z.ob 

0  CI 

1 1 
11 

1  j 

very  high 

tfo  00 

0  00/ 

ilk 

070/ 

07/o 

110/  5 
14/o 

yes 

t  oc 

i> l u.uuu  monthly 

1  00 

LIS 

1  C  1 

l.ol 

01 

ol 

on 

average 

0  01 

U.U4 

0  1 

U.l 

0 
J 

4 

2.80 

2.51 

-10 

9 

average 

2.20 

6.9 

77 

0 

yes 

25 

3,000  quarterly 

1.00 

1.12 

12 

9 

average 

0.08 

0.7 

8 

18 

yes/5.0% 

50 

5,000  quarterly 

fl  AO 

— u.uy 

O  07 

U.o7 

n  d 
U-r 

1 1 
1 1 

average 

none 

MA 

NA 

MA 

NA 

 j™- 

MA 

NA 

0  CO 

O  00 

n 
3 

04 
Z4 

average 

1  on 
l.UU 

0  0 

2.8 

il 

u 

yes 

oc 
20 

o,UUU  quarterly 

o  70 
J./U 

A  01 

4.J1 

1  C 

lb 

1  A 
14 

average 

n  7c 
U./b 

i  0 
1.8 

0 1 
LI 

15 

yes 

oc 
20 

0  nnn    rt , ,  ^  ,4 -  ri,. 

o.UUU  quarterly 

1.33 

0  00 

3.32 

1  to 

lou 

1 1 
11 

high 

1  1 1 
1.44 

0  c 

2.b 

100 
lUo 

4 

yes 

oc 
20 

c  non  m..iLi„ 

b.UUU  monthly 

0.47 

0.61 

30 

16 

very  high 

none 

NA 

NA 

NA 

4.55 

5.22 

15 

14 

high 

1.88 

"" '  ■  •* " 

3.1 

41 

,3 

yes 

50 

5.000  quarterly 

0  OQ 

0  00 

AM 

1 1 
n 

1C 

lb 

hirrh 

nign 

n  70 

1  R 

1.0 

01 

lb 

yes 

1  fl 

1U 

1   nnn       mnnf  K  Li 

i.uuu  montniy 

0  7C 

1  1  Q 

1.13 

CO 

-0/ 

0 

very  low 

none 

MA 

MA 
NA 

MA 

A  CI 
4.b4 

1  CO 
1.03 

C/1 

-b4 

1  t 
1  j 

V6ry  low 

n  cn 
U.bU 

A  0 
4.Z 

1  0 

lo 

MA 
NA 

1  0 1 

l.ol 

1  QO 
1.0/ 

00 

1 1 
11 

high 

none 

MA 

NA 

MA 

NA 

MA 

NA 

0.66 

0.82 

24 

16 

high 

none 

NA 

NA 

NA 

1.80 

2.15 

19 

16 

very  high 

0.09 

0.2 

5 

16 

j  

q  on 

-8.8U 

MA 

NA 

MA 

IN  A 

MA 

NA 

MA 
IMA 

n  on 
U.BU 

0  0 

MM 

IWI 

on 

-L\J 

yes 

O  77 

L.I  1 

0  07 

i.il 

1  Q 

lo 

1  A 

14 

high 

1  00 
1.Z8 

0  c 
o.b 

AC 

4b 

1  A 
14 

yes 

1  n 
1U 

Ot  nnn  nnirtnrlu 

zd,uuu  quarterly 

O  01 

0  oc 

0 

-is 

1  Q 

low 

1  nn 
l.UU 

0  A 

0.4 

/it 
4o 

yes 

none 

1  n  nnn      n  1  i^r4nrlu 

1  u.uuu  quarterly 

1  Q 1 

1.81 

0  CQ 

4o 

07 

average 

none 

MA 

NA 

MA 

INA 

MA 

NA 

2.84 

3.83 

35 

13 

average 

0.60 

1.2 

19 

40 

1.25 

2.32 

86 

12 

high 

0.68 

1.8 

54 

yes 

25 

3.000  monthly 

1  01 

4.5)4 

C  /IO 

5.43 

i  n 
1U 

00 

oU 

very  high 

1  cn 
l.bU 

0  0 
Li 

00 
il 

u  

13 

yes 

1  n 
1U 

co  nnn    ^ nn, , 1 1 1,, 

bU.UUU  annually 

o  /tor 

0  CO 

too 

Q 

0 

7 

high 

n  qq 

U.30 

0 1 
0.1 

HL 

Q 

3 

yes 

1  n 

1U 

0  nnn  nnor+orlw 

o.uuu  quarterly 

l.UU 

1  1  A 
1.14 

1  A 

14 

1  1 
11 

high 

n  11 

U.44 

0  0 

LI 

AA 
44 

on 
L\) 

yes 

oc 

0  CnO  mnnthlw 

z.ouu  mommy 

1  OQ 

1  CC 

l.ob 

1  o 

id 

00 

very  high 

0  CO 

u.oz 

1  C 

l.b 

OC 

ob 

01 
ol 

yes 

0.91 

0.25 

-73 

16 

very  low 

none 

NA 

NA 

NA 

3.12 

3.56 

14 

18 

average 

0.80 

1.7 

26 

4 

1  71 

L/l 

o  n  i 
o.Ul 

7C 

/b 

1  Q 

lo 

average 

n  co 
U.bo 

1  Q 
1.0 

0.7 
01 

OS 
OJ 

yes 

oc 
Li 

C  nnn      nni  rtnrlu 

o.uuu  quarterly 

n  cc 
u.ob 

i  no 
l.Uo 

84 

1  C 

Id 

average 

none 

MA 

NA 

MA 
NA 

MA 

NA 

i  cn 
l.bU 

1  cc 
l.bb 

4 

07 
LI 

high 

1  nc 
l.Ub 

A  A 

4.4 

bb 

c 

5 

yes 

oc 
Li 

1  on  nnn  .nn,nii,, 

iuu,uuu  annually 

n  nor 
-u.uyt 

n  i  c 
U.1D 

n  d 
U-r 

7 

very  low 

none 

MA 

MA 
lin 

NA 
NA 

-0.22E 

-0.06 

D-D 

22 

very  low 

none 

NA 

NA 

NA 

2.88 

2.49 

-14 

3 

average 

0.40 

1.4 

14 

NA 

-  _L 

1  1A 

1./4 

1  A  1 

1.41 

1  0 
-13 

C 

b 

low 

n  10 
U.4U 

n  0 

U.3 

00 

Li 

5 

i/nc/C  n 

yes/o.u 

1  n 

1U 

C  nnn  nuir+nrlu 

o,uuu  quarterly 

1  oc 

1.2b 

1.59 

oc 

2b 

20 

high 

none 

MA 

NA 

MA 

IMA 

MA 

NA 

C  01 

0.U1 

0  CO 

3.b3 

00 

-28 

1  C 

lb 

low 

1  on 

0  c 

01 

LH 

6 

yes 

oc 

CO 

j,uuu  quarterly 

1  OCT 

17bt 

1  A  C 

1.40 

1  c 

10 

1 0 

u 

high 

none 

MA 
NA 

MA 
NA 

MA 
NA 

A  1  C 

4.1b 

/I  00 

4.28 

3 

i  n 

19 

average 

1  on 
Loll 

*i  0 

J.J 

10 

4o 

7 

yes 

cn 
OU 

cn  nnn  .nnnniit, 
bU.uuu  annually 

1.89 

2.65 

40 

10 

average 

none 

NA 

NA 

NA  j 

2.01 

1.91 

-5 

14 

low 

0.12 

0.9 

6 

NA 

2.57 

4.73 

84 

30 

average 

3.20 

3.9 

125 

■ 

yes 

50 

120,000  annually 

5.63 

4.56 

-19 

28 

low 

0.68 

1.3 

12 

11 

yes 

-0.61 

3.05 

D-P 

30 

high 

2.00 

5.1 

NM 

-1 

yes 

25 

4,000  monthly 

5.51 

6.14 

11 

11 

very  high 

1.76 

2.2 

32 

11 

yes 

25 

1,000  monthly 

1.67 

1.97 

18 

10 

average 

none 

NA 

NA 

NA 

Sources:  William  O'Neil  &  Co.;  IBES  Inc.  and  Market  Guide  via  OneSource  Information  Services;  Telemet  Orion;  Forbes. 
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Ticker.  • 

Exch 

i  .  

Company/fiscal  year-end 

—  Stock  price  • — - 

— Stock  performance  - 

Price/earnings  ratio 

symbol 

5-year 

-  12-month 

recent 

latest  12  months 

year  to  date 

latest 

1996 

high 

low 

high 

low 

price 

relative  to 

price 

relative  to 

12 

est 

change 

market 

change 

market 

months 

bUIVIj 

0 

o^urn/ividy 

34 

0 
L 

OH 

44% 

61% 

Ml 

ILL 

J  10 

ji 

dl  Q 

HI  .3 

L\J.O 

vn 

n 

jOU  UUIinilUll/UriL 

NA 
lln 

NA 

71* 

LI 

22* 

NA 

NA 

NA 

NA 

NA 

lln 

SI  7 

ji./ 

TIP 

n 

Tlfl  HnlHinoc/npr 

00 

17* 

00 

?(1 

31% 

J 1  /o 

50 

in 

lid 

q 

ins 

1UJ 

lfi  S 
10.  J 

1?  7 

IWA 

n 

i  ime  vvarricr/UcL 

M 

J4 
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10 

OJ 

IS 
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un 
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NM 
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TMC 

n 
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39 

17 

39 

18 

37% 

103 
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12 

107 

NM 

30.1 

TJX 

n 

TJX  Cos/Jan 

34 

11 

27 

11 

26% 
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38 

133 

NM 

19.8 
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1  IVIlx 

n 

1  UlL  1 11 1  Id!  K 

RS 

OJ 

31 
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5(1 

37 

44 

9 

82 
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j 

93 

jj 
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LLV 
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1U.  1 
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n 
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49 

16 

49 

29 

46 

57 
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21 
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Tnvc  'R'  1  Ic/lan 

13 

40 

91 

L 1 

^0 

21 

27% 

82 

95 

LJ 
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3 
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lidUb  VVUltU  HIiMlltrS 

NA 
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NA 
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Cv 

u 
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NA 

NA 

ou 
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NA 
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13  3 

10.0 

TA 

n 
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79 

31 

79 

56 
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34 

101 

4 

100 

11.6 

11.3 

TRH 

n 
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75 

29 

75 

60 

67% 

12 

85 

8 

38 

11.8 

11.1 

TRV 

p 
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71 

14 

71 

38 
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61 
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_1 

95 

11.3 

11.3 

TRB 

p 
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69 

35 

69 

54 
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21 

91 

8 
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16.5 

17.4 

TRN 

n 
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17 
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4U 
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_3 
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3 
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LJ 
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u 

?3 

CJ 

15 
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 s 

J 
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ji 
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11.4 
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n 

TRW/Dec 

92 

35 

92 

64 

88 

30 

98 

14 
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13.2 

12.3 
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a 

Turner/Dec 

16 

6 

12 

8 

9% 

9 

82 

9 
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NM 

NA 
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a 
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32 

12 

32 
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54 
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14 
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u 
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15 
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£0.4 
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n 
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51 

28 

48 

28 
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27 

96 
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82 

12.2 
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n 

U  S  West  Media/Dec 

NA 

NA 
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17* 
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NA 

NA 

8 

103 

•  68.3 

NM 
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n 

UALi/Dec 

212 

83 
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90 
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10 
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9.0 
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n 
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39* 

JL 
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?3 
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u 

qfi 
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p 
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21 

35 

23 
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26 

95 

_5 

91 
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u 
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UIHUII  Dd  1 1  ft  L'  _  . 

JO 

17 

Jo 

JO 
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JJ  /4 
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ou 
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9 

L 

qi 

J4 

q  q 

j.j 

q  3 

J.O 

UCC 

n 

Union  Camp/Dec 

61 

39 

61 

45 

51% 

4 

79 

8 

103 

8.0 

13.3 

UK 

n 

Union  CarbideVDec 

48 

11 

48 

28 

47-8 

56 

117 

27 
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7.4 

10.1 
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ri 
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15 
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44 

j  j 

3Q% 

J  J  la 

q 

89 

OL 
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0 

in 

JU 

13  3 
i  j.  j 

13  1 
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n 
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'■J  M  I U 1 1  rdlHIL 

72 

17 
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JL 

701A 

V 

JL 
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ll 
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n 
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-8 

0 

88 

00 
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J.U 
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ri 
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17 

q 

j 

It 

c 

0 

0  12 

Lj 

SI 

J4 
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iO 
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NM 
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IS  S 
i  j.j 

UCAR 

o 

United  Carolina  Bcsh/Dec 

26 

9 

26 

18 

2PA 

28 

96 

8 

103 

12.1 

11.2 

UNH 

n 

United  HealthCare/Dec 

69 

9 

69 

34 

61% 

33 

100 

-5 

91 
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21.7 

USBC 

Q 
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00 

17 

JO 

91 

....   
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-i 
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ji 
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USHC 

Q 
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uo  n cd i  u  iLdi c  uci 

JI 

in 

Si 

11 
Ll 
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7 

XI 
01 

i 

qfi 

JO 

1Q  3 

1  J.O 

17  3 
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USN 

n 
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UO  1 1 IUUMI  ICo< Ocpi 

NA 
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NA 
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id 

iU  /8 

NA 

NA 
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19 
LL 
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1U7 

NM 

I1IVI 
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USRX 

Q 

1  IS  RnhntirQ/^Pnt 
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1  Oj 

fi* 
D 

HQ 

1  j  j 

31 
Jl 

iOjM 

39R 

J^O 

393 
jLj 

ss 

JJ 

118 

140 

K3  1 

00.4 

31  8 

04.0 

USSB 

0 

US  Satellite  Broadcast/June 

NA 

NA 

37* 

29* 

301/2 

NA 

NA 

NA. 

NA 

NM 

NA 

UTX 

n 

United  Technologies/Dec 

114 

42 

114 

65 

111 

68 

126 

17 

112 

19  5 

16.7 

UNIT 

0 

Unitrin/Dec 

52 

31 

52 

45 

48 

-3 

73 

0 

96 

12.9 

13.6 

UVV 

n 

Universai/June 

34 

14 

28 

20 

27% 

37 

104 

11 

107 

21.9 

16.4 

UCL 

n 

Unccal/Dec 

33 

20 

32 

25. 

31% 

13 

86 

9 

105 

35.0 

20.3 

UNM 

n 

UNUM 

62 

29 

62 

40 

58% 

31 

99 

7 

102 

15.1 

13.8 

U 

n 

USAir  Group/Dec 

25 

4 

18 

5 

17% 
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261 

34 

128 

32.3 

10.4 

FG 

n 

USF&G 

20 

6 

20 

14 

l51/2 

11 

84 

-8 

•■ 

9.5 

9.7 

*Range  is  for  less  than  period  indicated.  tPnces  as  originally  reported,  aajusted  for  splits;  performance  includes  value  of  special  distributions.  NA:  Not  available  or  not  applicable. 
NM:  Not  meaningful.   E:  Estimate.   D-u.  De' c :  to  deficit.  D-P:  Deficit  to  profit.  P-D:  Profit  to  deficit.      Stock  prices  as  of  Mar.  15, 1996. 
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1996 

%  change 

number 

confidence 
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yield 

payout 
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available/ 

additional  purchase 

EPS 

EPS 

'96  vs  '95 

of 

factor  on 

rate 

growth 

discount 

amount  frequency 

est 

EPS 

analysts 

estimate 

. 

rate 

min 

max 

$1 57E 

$2.19 

39% 

30 

average 

none 

NA 

NA 

NA 

NA 

0.43 

NM 

4 

low 

none 

NA 

NA 

NA 

1.89 

2.46 

30 

14 

average 

$0.20 

0.6% 

11% 

NA 

-0.46 

n  co 

-0.53 

D-D 
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3U 
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0.36 

0.8 

NM 
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yes/5.0% 

$25 
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-4.23 

1.26 

D-P 

23 
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0.24 

0.6 

NM 

-18 
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0.28 

1.32 
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17 

average 

0.28 

1.1 
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11 

2.00 

4.35 
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1  0 

18 
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1.16 

2.6 

58 

1 
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24.000  annually 

2.06 

3.21 

cc 

5b 

1  A 

14 
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0.64 

1.4 

31 

2 

0.53 

1.80 
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00 

32 
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NA 

NA 

NA 

NA 

1.45 

MM 

1 

MM 

NM 
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NA 

NA 

NA 

6.58 
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3 

16 
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2.6 
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o 
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6.11 

6 

11 
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0.7 

8 

20 
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0 

1/ 
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U.90 

1  A 

1.4 
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lb 

0  c 

35 

4.00 

3.81 

-5 

01 

21 

average 

1.20 

1.8 

30 

4 
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50 
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2,000  monthly 
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3.0b 
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15 

0 

9 
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2.0 

oc 
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/ 
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1.89 

11 
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j 
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0  0 

2.2 

00 

28 

8 

6.69 

7.17 

7 

16 

2.20 

2.5 

33 

3 

UPS 
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10 
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-0.11 

NA 

NA 

NA 

NA 
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NA 

NA 

NA 

n  oc 
0.3b 

n  co 

CQ 

58 

1  c 
lb 

low 

0  07 
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0  0 

1  0 

19 

7 

1  A  A 

1.44 

1.99 

00 

38 

n 

9 

high 

0  00 

U70 
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U.b 

11 

4 
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oc 
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0.9b 

oc 
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lb 
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0.5 

0 

8 

00 

29 
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5U 
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0  CO 
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2.49 

i 

-1 

00 

23 
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0  1  A 

2.14 

7  n 
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oc 
85 

i 
1 

yes 

oc 
25 

inn  nnri  .__,,.ii,, 

1U0.0U0  annually 

0.30 

0.26 

-13 

13 

low 

none 

NA 

NA 

NA 

yes 

25 

100  000  annnallv 

iuu,uuu  annually 

21.86 

23.36 

7 

14 

average 

none 

NA 

NA 

NA 

1  1  0 

1.18 

0  At\ 

2.4U 

i  no 
103 

1  0 

13 

average 

1  1  0 

1.1U 

0  0 

3.9 

00 

93 

z4 
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i  nn 
1UU 

25.0U0  annually 

0  CO 

2.52 

O  7 1 

2. /I 

o 

8 

0 

3 

average 

0  00 

U.80 

0  0 

00 

r 
J 

yes 

CA 

bU 

3,0U0  quarterly 

3.07 

3.07 

0 

23 

average 

1.60 

5.1 

52 

1  C 

-16 
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25 

60,000  annually 

C  00 

5.38 

C  "7 1 

5./1 

b 

1  n 
10 
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1.40 
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2,b 
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2b 

n 
0 
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yes/5. U 

oc 
25 
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6.45 

3.85 

-40 

20 
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vciy  iuvv 

1.80 

3.5 

28 

1 

yes 

25 

loOOO  annnallv 

i  j  ,  uuu  annually 

6.44 

4.71 

-27 

24 

low 

0.75 

1.6 

12 

-7 

yes 

25 

1,000  monthly 

2.95 

2.99 

1 

22 

high 

2.50 

6.4 

85 

3 

yes 

none 

60,000  annually 

4.60 

4.48 

-3 

16 

average 

1.72 

2.4 

37 

7 

yes 

10 

60,000  annually 

2.82 

3.27 

16 

11 

average 

i  no 

1.08 

0  7 
i.l 

00 

38 

1  0 

19 

yes/5. U 

i  nn 
1U0 

o  nnn    „ , , „  ^+ , ,  i , 

z.UUU  quarterly 

-4.35 

0.42 

D-P 

12 

low 

none 

NA 

NA 

NA 

2  0(1 

?  lfi 

L.  1U 

s 

0 

8 

0 

duel  age 

0.72 

3.0 

36 

12 

yes 

25 

j,uuu  mummy 

1.57 

2.85 

82 

31 

average 

0.03 

0.0 

2 

14 

o  nn 
2.09 

o  nc 

2.95 

41 

22 

high 

1  1  0 

1.12 

0  c 

3.5 

Cd 

04 
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oc 

7 c  nnn  »nnil„n„ 

/□,uuu  annually 

2.42 

2.71 

12 

31 

average 

1.10 

2.4 

45 

71 

-1.84 

1.51 

D-P 

7 

average 

none 

MA 

NA 

M  A 

NA 

MA 

NA 

1.55 

3.90 
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10 

high 

none 

NA 

NA 

NA 

-U.oo 

n  /in 
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1 
i 

MM 
NIVI 

none 

NA 

INn 

NA 

Mi 

5.70 

6.63 

16 

21 

high 

2.20 

2.0 

39 

4 

3.73 

3.53 

-5 

3 

average 

2.20 

4.6 

59 

26 

0.73 

1.65 

126 

10 

average 

1.02 

3.8 

82 

6 

yes 

10 

1,000  monthly 

0.91 

1.57 

73 

34 

low 

0.80 

2.5 

88 

4 

yes/3.0 

50 

10,000  monthly 

3.87 

4.26 

10 

18 

high 

1.06 

1.8 

27 

19 

yes 

100 

60,000  annually 

0.55 

1.70 

209 

12 

very  low 

none 

NA 

NA 

NA 

1.63 

1.60 

-2 

18 

average 

0.20 

1.3 

12 

0 

yes 

50 

5,000  quarterly 

Sources:  William  O'Neil  &  Co.;  IBES  Inc.  and  Market  Guide  via  OneSource  Information  Services;  Telemet  Orion;  Forbes. 
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Ticker 

Exch 

"•Company/fiscal  year-end 

-~  

Stock  price  

( 

—  Stock  performance 

Price/earnings  ratio 

symbol 

5-year 

12-month 

recent 

latest  12  months 

year  to  date 

latest 

1996 

high 

low 

high 

low 

price 

relative  to 

price 

relative  to 

12 

est 

■■■ ,  , 

'>  r 

change 

market 

change 

market 
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USG 

n 

USG/Oec 

125 

13 

1 1 
31 

oo* 

Li 

OC1/ 
£0/8 

Ilk 

OA 

1  00/ 

-13  /o 

00 
OJ 

NM 

6.9 

USH 

n 

USLife/Dec 

33 

17 

33 

24 

29Vi 

OA 
ZU 

91 

-2 

94 

9.7 

9.4 

UST 

n 

UST  Inc/Dec 

36 

21 

36 

27 
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10 

83 

-1 

95 

15.3 

13.5 
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n 
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33* 
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22 

17 
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16 

87 

-2 

94 

NM 

16.6 

y 

n 
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40 

?Q 
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?Q 
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OJ 

IS 

10 

in 
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q  q 

7.7 
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n 

UtiliCorp  United/Dec 

34 

22 

30 

27 

29 

4 

79 

-1 

95 

169 
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VLO 

n 

Valero  Energy/Dec 

33 

16 

27 

16 

24% 

48 

112 

1 

97 

22.5 

15.5 

VLY 

n 

ti    ii       ii    ii  n   ir\  

Valley  Natl  Bancorp/Dec 

30 

9 

26 

23 

25V2 

79 

2 

98 

14.5 

12.4 

VAR 

n 

Varian  Associates/Sept 

57 

16 

57 

41 

50% 

in 

19 

90 

5 

100 

12.0 

12.6 

VAT 

n 

Varity/Jan 

51 

11 

51 

33 

41 

15 

87 

10 

106 

13.7 

10.9 

\ir 
vu 

n 

\  la  n  r-  f\ r /fin  r 

q 

in 
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in 

1U 

OJ 

IL 

1  n  7 

1U/ 

NM 

10  c. 

VFC 

n 

VF/Dec 

58 

24 

57 

47 

12 

85 

1 

102 

23.4 

12.7 

VIA 

a 

Viacom/Dec 

68 

25 

54 

37 

38% 

-17 

63 

-16 

80 

NM 

41.4 

VON 

n 

Vons  Cos/Dec 

o  /i 

lb 

1 1 
31 

1  0 

iy 

Oil/ 

CO 

bZ 

ill 

i  n 
10 

i  nc 

10b 

on  i 

20.1 

1  7  0 

17.3 

VMC 

n 

Vulcan  Materials/Dec 

b(J 

bU 

CO 

5Z 

bbYa 

Z 

77 
II 

-3 

92 

ion 

12.0 

11.6 

WBN 

n 

Waban/Jan 

LI 

1  0 

il 

il 

1  A 

14 

OC 1/ 

oc 

3b 

i  no 

lUz 

AH 
4U 

1  1  A 

134 

1 1  n 

11.9 

1  1  A 

114 

VVd 

n 

Wachovia/Dsc 

40 

OA 

Z4 

"P. 
40 

Id 

Ad  3/. 
44/4 

OA 

jj 

o 
—i 

19  fi 
1Z.0 

1 1  Q 
11.3 

WMT 

n 

Wal-Mart  Stores/Jan 

34 

19 

28 

19 

23% 

-3 

74 

1 

102 

200 

17.3 

WAG 

n 

Walgreen/Aug 

36 

14 

36 

23 

32% 

36 

103 

8 

104 

24.2 

21.7 

kill  A 

n 

Warner-Lambert/Use 

1U/ 

CO 

bo 

i  m 
1U/ 

70 
/O 

1  no7/ 
lOZ'/a 

yy 

6 

101 

18.8 

19.1 

WFSL 

0 

lit  i  •  i  _      i—    _i        i/o  t 

Washington  Federal/Sept 

24 

15 

24 

18 

21% 

15 

87 

-9 

87 

11.8 

10.2 

WAMU 

0 

Washington  Mutual/Dec 

32 

9 

32 

20 

29% 

44 

109 

2 

98 

11.0 

9.7 

VVrU 

n 

Wdsningion  rosi/uec 

j  1 J 

IRQ 

103 

jIj 

oc.n 

0Q1 1A 
ill  12 

17 
1/ 

00 

0 
0 

QQ 

77 

1 7  n 

1  C  0 
107 

WLP 

n 

WellPoint  Health/Dec 

40* 

23* 

37 

27 

33% 

10 

83 

5 

100 

18.6 

14.1 

WrL 

n 

Wells  Fargo/Uec 

260 

53 

260 

155 

241V2 

51 

114 

12 

107 

119 

11.7 

WAI 

n 

Western  Atlas/Dec 

57* 

36* 

57 

41 

57 

37 

104 

13 

108 

30.8 

25.6 

woe 

n 

Western  Digital/June 

22 

2 

22 

13 

18% 

37 

104 

6 

101 

10.4 

12.7 

WNH 

n 

Western  National/Dec 

17* 

10* 

17 

11 

16 

22 

92 

-1 

95 

NM 

9.8 

n 

Western  Resources/D6C 

17 
il 

01 
ii 

7C 
00 

00 

zy 

003/ 

A 

-4 

70 

1 1 

OC 
OJ 

11.  U 

1 1  i 

n.i 

wx 

n 

Westinghouse/Dec 

31 

9 

21 

13 

19 

32 

100 

16 

111 

NM 

59.4 

w 

n 

Westvaco/Oct 

32 

19 

32 

25 



3l1/4 

22 

92 

13 

108 

10.7 

12.2 

W! 

n 

Weyerhaeuser/Dec 

51 

23 

50 

37 

45% 

23 

93 

6 

101 

116 

13.0 

IA/UD 

n 

Whirlpool/Dec 

74 

27 

61 

50 

58% 

8 

82 

10 

105 

20.8 

15.4 

WH 

n 

iiil  Im.  l  /r\ 

Whitmant/Dec 

27 

11 

24 

18 

23 

26 

95 

-1 

95 

18.3 

16.0 

VJMTT 
Wlvl  1 1 

0 

Willamette  Inds/Dec 

li 

07 

/id 

70 
li 

AO 

4o 

CO 

1  C 

lb 

07 
0/ 

c 

J 

1UU 

C  7 

b.J 

O  1 

y.i 

WMB 

n 

Williams  Cos/Dec 

50 

14 

50 

30 

49% 

60 

121 

13 

108 

3.9 

16.3 

'Mil  AA 

0 

Wilmington  Trust/Dec 

35 

20 

35 

24 

3l1/2 

29 

97 

2 

98 

12.3 

11.2 

WIN 

n 

Winn-Dixie  Stores/June 

40 

17 

39 

27 

34% 

25 

94 

-5 

91 

21.7 

20.5 

WEC 

n 

Wisconsin  Energy/Dec 

32 

21 

32 

26 

271/2 

3 

78 

-10 

86 

12.9 

12.7 

WMX 

n 

lllllt/  t       i  I'm 

WMX  Technologies/Dec 

47 

23 

33 

26 

30% 

13 

85 

3 

99 

24.7 

15.8 

z 

n 

Woolworth/jan 

34 

9 

1Q 

Q 

j 

1J  /a 

_i 

/  j 

22  ■ 

117 

NM 

19.1 

WCOM 

0 

WorldCom/Dec 

43 

6 

43 

23 

421/4 

71 

129 

20 

115 

32.5 

23.7 

WWY 

n 

Wm  Wrigley  Jr/Dec 

63 

19 

63 

43 

59V2 

29 

97 

13 

109 

308 

27.5 

XRX 

n 

Xerox/Dec 

145 

52 

145 

109 

133% 

15 

86 

-3 

93 

NM 

12.7 

XLNX 

0 

Xilinx'Mar 

56 

5 

56 

21  ' 

36% 

62 

123 

20 

115 

32.8 

18.8 

YELL 

0 

Yellow/Dec 

34 

10 

20 

10 

11% 

-35 

49 

-9 

87 

NM 

53.6 

YRK 

n 

York  International/Dec 

49* 

23* 

49 

37 

48% 

27 

96 

2 

98 

NM 

14.6 

ZION 

0 

Zions  Bancorp/Dec 

82 

18 

82 

38 

71% 

82 

137 

-11 

86 

13.0 

11.5 

'Range  is  for  less  than  period  indicated.  tPrices  as  originally  reported,  ad|usted  for  splits;  performance  includes  value  of  special  distributions.  NA:  Not  available  or  not  applicable. 
NM:  Not  meaningful.   E:  Estimate.   D-D:  Deficit  to  deficit.   D-P:  Deficit  to  profit.   P-D:  Profit  to  deficit.      Stock  prices  as  of  Mar.  15,  1996. 
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— Earnings  — 

Dividends 

Dividend  reinvestment  plan 

1995 

1996 

%  change 

number 

confidence 

indicated 

yield 

payout 

5-year 

available/ 

additional  purchase 

EPS 

EPS 

•96  vs  '95 

of 

factor  on 

rate 

growth 

discount 

amount 

frequency 

est 

EPS 

analysts 

estimate 

rate 

min 

max 

c  n  71 
i-U./l 

n  d 
L)-r 

c 
b 

average 

none 

NA 

NA 

NA 

0  00 

o.Uo 

0  1 0 

S.Li 

00/ 

O/o 

o 

high 

Cn  no 

3.2% 

31% 

6% 

yes 

$25 

d1  a  Ann 

$4,000 

quarterly 

0  1C 

Alb 

0  AC 

LAb 

1  A 

14 

01 
LI 

high 

1.48 

4.5 

69 

23 

yes 

10 

10,000 

monthly 

n  oi 
-U.oi 

i  i  c 
1.10 

n  d 
U-r 

00 

iS 

average 

n  co 

U.68 

3.6 

NM 

-13 

yes 

50 

10,000 

monthly 

3.53 

3.66 

4 

22 

low 

1.00 

2.7 

28 

2 

yea 

50 

10,000 

mnnthlv 

1 1  iui  I  in  \y 

1.72 

2.20 

28 

11 

average 

1.76 

6.1 

102 

3 

yes 

50 

10,000 

quarterly 

1.10 

i  cn 
l.bU 

AC 

4b 

1  c 
ID 

In,.. 

low 

A  CO 

0  1 

2.1 

47 

10 

1  7C 

l./b 

o  nc 

1  c 
lb 

i 
1 

MM 

i  nn 

1.00 

o  n 

3.9 

57 

14 

yes 

50 

2,000 

monthly 

0  OC 
J. 3D 

0  07 

J.b7 

n 
U 

7 

high 

U.Sl 

n  c 

O.b 

8 

NA 

yes 

100 

2,500 

monthly 

o  nn 
O.UU 

o  7C 

oc 
id 

8 

average 

none 

NA 

NA 

NA 

0.21 

1.85 

NM 

16 

average 

none 

NA 

NA 

NA 

2.41 

4.43 

84 

13 

average 

1.44 

2.6 

60 

8 

yes 

10 

3,000 

quarterly 

n  ^  i 
U.41 

n  o/i 

1  00 

Icy 

00 

LS 

low 

none 

NA 

M  A 

NA 

MA 

NA 

i  cc 
1.00 

i  on 
l.oU 

1  c 
lb 

1 1 
11 

high 

none 

NA 

NA 

NA 

yl  GO 
4. Do 

a  on 
4.8U 

A 

4 

7 

average 

1  CO 

l.b8 

o  n 
3.U 

oc 
3b 

5 

yes 

i  n 
10 

o  nnn 

quarterly 

o  on 
2.2U 

o  on 

2.30 

5 

1 1 
11 

average 

none 

NA 

NA 

NA 

3.50 

3.75 

7 

33 

rush 

1.44 

3.2 

41 

10 

yes 

20 

15,000 

monthly 

1.19 

1.37 

15 

42 

average 

0.21 

0.9 

18 

22 

i  on 
1.3U 

i  An 

i.4y 

15 

00 

22 

high 

n  a  a 
0.44 

1  A 

1.4 

00 

33 

14 

yes 

10 

5,000 

quarterly 

LAO 

5.48 

L  00 

5.38 

0 

-2 

on 
31) 

average 

0  7C 

2./6 

2.7 

50 

10 

yes 

10 

cn  nnn 

60,000 

annually 

1  70 

i./y 

o  no 
Z.U8 

1  c 
lb 

1  0 

lo 

average 

n  oc 

u.yb 

A  C 

4.5 

C  A 

54 

i  n 
1U 

O  CO 

o  no 
O.Uo 

1  0 

lo 

1  0 

18 

average 

n  oa 
0.84 

0  0 

L.o 

01 

31 

oc 
3b 

yes 

i  nn 

1UU 

c  nnn 

b.UUU 

quarterly 

17.15 

17.98 

5 

14 

hiph 

4.60 

1.6 

27 

1 

1.81 

2.38 

31 

10 

average 

none 

NA 

NA 

NA 

on  07 

once 

2U.bb 

1 

00 

LL 

average 

c  on 
5.2U 

0  0 

2.2 

oc 
2b 

00 

23 

.,««/o  no/ 

yes/o.U/o 

i  cn 
151) 

o  nnn 

2,000 

monthly 

1  oc 
1.03 

0  00 

LIS 

01 

LI 

01 

Li 

high 

none 

MA 

MA 

NA 

MA 

NA 

0  cc 
2.5b 

l  yin 
1.4b 

/10 

-42 

1  0 

13 

average 

none 

M  A 

NA 

M  A 

NA 

M  A 

NA 

0.12 

1.64 

NM 

10 

average 

0.16 

1.0 

133 

NA 

2.71 

2.69 

_1 

22 

hioh 

2.06 

6.9 

76 

1 

yes 

20 

60  000 

annually 

-0.05 

0.32 

D-P 

13 

very  low 

0.20 

1.1 

NM 

-40 

yes 

100 

60,000 

annually 

o  on 
2.8U 

0  C7 

2.5/ 

0 

-8 

1  c 

lb 

low 

n  oo 

U  so 

0  0 

2.8 

on 
3U 

0 

2 

yes 

none 

c  nnn 
5,0UU 

quarterly 

0  no 
3.93 

0  CO 

3.52 

l  n 
-1U 

oc 

25 

low 

i  cn 

l.bU 

0  c 
3.5 

A  1 

41 

c 
5 

yes 

i  nn 
1UU 

c  nnn 
5.0U0 

quarterly 

o  on 

2.80 

3.80 

36 

16 

average 

1.36 

0  0 

2.3 

Ar\ 
49 

c 

b 

yes 

10 

50,000 

annually 

1  oc 

1.2b 

1  A  A 

1.44 

1  A 

14 

1 1 
11 

high 

n  oo 
U.JO 

1  7 
1./ 

on 
oU 

o 

a 

yes 

l  n 
1U 

cn  nnn 
bO.OUO 

annually 

9.34 

6.50 

-30 

22 

low 

1.24 

2.1 

13 

11 

12.77 

3.04 

-76 

16 

average 

1.36 

2.7 

11 

11 

0  cc 
2.5b 

0  00 

i  n 
1U 

5 

high 

i  on 
l.Lv 

0  Q 

0.8 

yl7 
4/ 

i  n 
111 

yes 

l  n 
1U 

c  nnn 

quarterly 

1  CC 

1.5b 

l./U 

n 

9 

9 

very  high 

n  nn 
U.9U 

0  c 
2.b 

cc 
Db 

n 

0 

yes 

l  n 
1U 

i  n  nnn 
1U.UUU 

monthly 

0  10 

2.13 

0  1  c 

2.16 

1 

25 

high 

1.47 

C  0 

5.3 

cn 

b9 

A 

4 

yes 

oc 

25 

o  nnn 

8,000 

monthly 

1.24 

1.94 

56 

28 

high 

0.60 

2.0 

48 

10 

yes 

25 

2,000 

monthly 

-1.23 

0.83 

D-P 

9 

very  low 

none 

NA 

NA 

NA 

1.30 

1.78 

37 

23 

high 

none 

NA 

NA 

NA 

1.93 

2.16 

12 

14 

very  high 

1.05 

1.8 

54 

s 

yes 

50 

5,000 

monthly 

-4.69 

10.46 

D-P 

15 

average 

3.48 

'2.6 

NM 

2 

yes 

10 

5,000 

monthly 

1.52E 

1.96 

29 

14 

average 

none 

NA 

NA 

NA 

-1.07 

0.21 

D-P 

13 

very  low 

none 

NA 

NA 

NA 

-2.36 

3.30 

D-P 

12 

high 

0.36 

0.7 

NM 

102 

5.53 

6.22 

12 

8 

high 

1.64 

2.3 

30 

20 

yes 

10 

5,000 

qnrterly 

Sources:  William  O'Neil  &  Co.;  IBES  Inc.  and  Market  Guide  via  OneSource  Information  Services;  Telemet  Orion;  Forbes. 
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Where  to 

find  the 
Forbes 

500s 


The  km  LOWING  TABLE  lists  the  chief  executive,  principal 
business,  address  and  telephone  number  of  the  787  U.S. 
corporations  that  qualified  for  one  or  more  of  the  ranking 
lists  in  this  issue.  The  table  also  contains  the  World  Wide 
Web  address  or  E-mail  address  of  many  of  these  compa- 
nies. This  address  roster,  as  well  as  many  of  the  other  lists 
that  appear  in  this  issue,  can  be  downloaded  from  the 
FORBES  magazine  section  in  CompuServe  (GO  FORBES ).^B 


A 

HF  Ahmanson 

4900  Rivergrade  Road 
Irwindale,  CA  91706 
CEO  Charles  R  Rmehart 

Thrift 

http://www.investquest.com 
818-814-7986 
Fax:  818-814-5659 

Allergan 

PO  Box  19534 
Irvine.  CA  92713-9534 
CEO:  William  C  Shepherd 

Medical  supplies 

714-752-4500 
Fax:  714-246-6987 

Abbott  Laboratories 

100  Abbott  Park  Road 
Abbott  Park,  IL  60064-3500 
CEO:  Duane  L  Burnbam 

Drugs 

847-937-6100 
Fax:  847-937-1511 

Air  Products  &  Chemicals   Specialty  chemicals 
7201  Hamilton  Boulevard  http://www.airproducts.com 
Allentown,  PA  18195-1501  610-481-4911 
CEO:  Harold  A  Wagner                 Fax:  610-481-5900 

AlliedSignal 

PO  Box  2245 

Morristown,  NJ  07962-2245 
CEO:  Lawrence  A  Bossidy 

Aerospace  &  defense 
http://www.alliedsignal.com 
201-455-2000 
Fax:  201-455-4807 

Adobe  Systems 

P0  Box  7900 

Mountain  View.  CA  94039-7900 
CEO:  lobn  E  Warnock 

Computer  software 
http://www  adobe,  com 
415-961-4400 
Fax:  415-961-3769 

AirTouch  Commun 

One  California  Street 
San  Francisco,  CA  94111 
CEO  Sam  Ginn 

Telecommunications 

415-658-2000 
Fax:  415-658-2034 

Allmerica  Financial 

440  Lincoln  Street 
Worcester.  MA  01653 
CEO.  John  F  O'Brien 

Property  &  casualty  ins 

508-855-1000 
Fax:  508-853-6332 

Advanced  Micro  Devices 

P0  Box  3453 

Sunnyvale,  CA  94088-3453 
CEO:  Walter  J  Sanders  III 

Computer  peripherals 
http://www.amd,  com 
408-732-2400 
Fax:  408-774-7010 

AK  Steel  Holding 

703  Curtis  Street 
Middletown,  OH  45043-0001 
CEO  Richard  M  Wardrop  Jr 

Steel 

513-425-5000 
Fax:  513-425-5613 

Allstate 

2775  Sanders  Road 
Northbrook.  IL  60062-6127 
CEO:  Jerry  D  Choate 

Property  &  casualty  ins 

847-402-5000 
Fax:  847-402-0045 

Advanta 

300  Welsh  Road 
Horsham,  PA  19044 
CEO:  Alex  Hart 

Lease  &  finance 

215-657-4000 
Fax:  215-784-8071 

Albertson's 

P0  Box  20 
Boise,  ID  83726 
CEO:  Gary  G  Michael 

Supermarkets  &  convenience 

208-385-6200 
Fax  208-385-6349 

Alltel 

One  Allied  Drive 
Little  Rock.  AR  72202 
CEO:  Joe  T  Ford 

Telecommunications 

501-661-8000 
Fax:  501-661-5444 

Aetna  Life  &  Casualty 

15!  Farmington  Avenue 
CT  06156-3224 
Ct    ■  i,  Id  E  Compton 

Diversified  insurance 
http://www.aetna.com 
203-273-0123 
Fax:  203-273-3971 

Alco  Standard 

PO  Box  834 

Valley  Forge,  PA  19482-0834 
CEO:  John  E  Stuart 

Business  supplies 

610-296-8000 
Fax:  610-296-8419 

Altera 

2610  Orchard  Parkway 
San  Jose.  CA  95134-2020 
CEO:  Rodney  Smith 

Computer  software 
http. //www. altera. com 
408-894-7000 

Afl< 

1932  Wj  °oad 
Columbu  '999 
CEO:  Danit. 

Life  &  health  insurance 

706-323-3431 
Fax:706-324-6330 

Alleghany 

375  Park  Avenue 
New  York,  NY  10152 
CEO:  John  J  Burns  Jr 

Property  &  casualty  ins 

212-752-1356 
Fax:  212-759-8149 

Alumax 

5655  Peachtree  Parkway 
Norcross.  GA  30092-2812 
CEO:  Allen  Born 

Nonferrous  metals 

770-246-6600 
Fax:  770-246-6696 

AGCO 

4830  River  Green  Pan  . 
Dulutb.  GA  30136-2574 

CEO-  Robert  1  Ratliff 

H?avy  equipment 

770-813-9200 
Fax:  770-813-6118 

Allerheny  Power  System         Electric  util-NE 
12  Eaji  49th  Street  http://www.alleghenypower.com 
New  York.  NY  10017-1028  212-752-2121 
CEO:  Klaus  Bergman                  Fax:  212-836-4340 

Aluminum  Co  of  America     Nonferrous  metals 
425  Sixth  Avenue 

Pittsburgh,  PA  15219-1850  412-553-4545 
CEO:  Paul  H  O'Neill                   Fax:  412-553-4498 
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Gold 


Mutual  Funds 


Foreign  Currency 


The  skill  is  knowing  when 
to  be  in  which  market. 


oiding  the  dangers  of  market  timing  with  a  sound  asset 
acation  strategy  requires  considerable  knowl- 
ge  and  years  of  experience.  Which  is  why 
nificant  investors  rely  on  the  expertise  of 


The  Private  Bank 


techniques,  supported  by  innovative  information  technology  and 
communications  systems,  and  in-depth  knowl- 
edge of  global  financial  markets.  If  you  have 
$3  million  or  more  in  investible  assets,  call 


lion  Bank  of  Switzerland.  UBS'  portfolio  management 
m  provides  clients  with  the  most  up-to-date  diversification 


Roger  Wacker  at  (213)  489-0600.  Find  out  why  core  portfolios 
managed  by  UBS  have  meant  financial  security  for  generations. 


Union  Bank 
of  Switzerland 


in  Bank  nf  Switzerland,  444  South  Flower  Street,  l.os  Angeles,  CA  90071  Telephone:  (21!)  489-0600.  Other  offices  in  North  Amenta:  New  York,  Chicago,  Houston,  San  Francisco,  Toronto,  Montreal. 


ALZA 

PO  Box  10950 

Palo  Alto,  CA  94303-0802 

CEO:  Ernest  Mario 

Drugs 

http://www.alza.com 
415-494-5000 
Fax:415-494-5151 

Ambac 

One  State  Street  Plaza 
New  York.  NY  10004 
CEO:  Phillip  B  Lassiter 

Lease  &  finance 

212-668-0340 
Fax:  212-509-9190 

Amerada  Hess 

1185  Avenue  of  the  Americas 
New  York,  NY  10036 
CEO:  John  B  Hess 

Miscellaneous  energy 

212-997-8500 
Fax:  212-536-8390 

America  Online 

8619  Westwood  Center  Drive 
Vienna,  VA  22182-2285 
CEO:  Stephen  Case 

Computer  software 

703-448-8700 
Fax:  703-918-1101 

American  Brands 

PO  Box  811 

Old  Greenwich,  CT  06870-0811 
CEO:  Thomas  C  Hays 

Tobacco 

203-698-5000 
Fax:  203-637-2580 

American  Electric  Power 

1  Riverside  Plaza 
Columbus,  OH  43215 
CEO:  E  Linn  Draper  Jr 

Electric  util-NC 

614-223-1500 
Fax:  614-223-1599 

American  Express               Lease  &  finance 
American  Express  Tower  http://www,americanexpress.com 
New  York,  NY  10285-4814  212-640-2000 
CEO:  Harvey  Golub                    Fax:  212-640-3370 

American  Financial 

One  East  Fourth  Street 
Cincinnati.  OH  45202 
CEO:  Carl  H  Lindner 

Property  &  casualty  ins 

513-579-2121 
Fax:  513-579-0108 

American  General 

P0  Box  3247 

Houston.  TX  77019-3247 

CEO:  Harold  S  Hook 

Life  &  health  insurance 

713-522-1111 
Fax:  713-523-8531 

American  Home  Products  Drugs 
Five  Giralda  Farms 

Madison.  NJ  07940  201-660-5000 
CEO:  John  R  Stafford                  Fax:  201-660-7178 

American  International  Group  Diversified  insur 
70  Pine  Street  http://www.aig.com 
New  York,  NY  10270  212-770-7000 
CEO:  Maurice  R  Greenberg 

American  National  Insurance  Life  &  health  ins 

One  Moody  Plaza 

Galveston,  TX  77550-7999  409-763-4661 
CEO:  Robert  L  Moody                  Fax:  409-766-6663 

American  President  Cos  Ltd  Shipping 
1111  Broadway 

Oakland,  CA  94607  510-272-8000 
CEO:  Timothy  J  Rhein                  Fax:  510-272-8831 

American  Re                Property  &  casualty  ins 
555  College  Road  East  http://www.insweb.com/amre 
Princeton.  NJ  08543-5241  609-243-4200 
CEO:  Paul  H  Inderbitzm                Fax:  609-243-4257 

American  Standard  Cos 

PO  Box  6820 

Piscataway,  NJ  08855-6820 
CEO:  Emmanuel  A  Kampouris 

Electrical  equipment 
908-980-6000 

American  Stores       Supermarkets  &  convenience 
PO  Box  27447 

Salt  Lake  City,  UT  84127-0447  801-539-0112 
CEO:  Victor  L  Lund                    Fax:  801-531-0768 

American  Water  Works  Electric  util-NE 
PO  Box  1770 

Voorhees,  NJ  08043  609-346-8200 

CEO:  George  W  Johnstone  Fax:  609-346-8229 


AmeriSource  Health 

Drugs 

PO  Box  959 

Valley  Forge,  PA  19482-0959 

c  i  f\  itic  a  /ion 

CEO:  John  F  McNamara 

Fax:  610-547-0141 

Ameritech 

Telecommunications 

1f\   pA.ilk   ''I         I.    fit,  .,■ 

ii)  Soutn  wacke;  Drive 

http://www.ameritech.com 

Chicago,  IL  60606 

110  "7CA  cnnn 

312-750-5000 

CEO:  Richard  C  Notebaert 

Fax:  312-207-0016 

Amgen 

Drugs 

1840  Dehavilland  Drive 

Thousand  Oaks,  CA  91320-1789  805-447-1000 

CEO:  Gordon  Binder 

Fax:  805-447-1010 

Amoco 

International  oil 

PO  Box  87703 

http://www  amoco.com 

Chicago,  IL  60680-0703 

312-856-6111 

CEO:  H  Laurance  Fuller 

Fax:  312-856-2460 

AMP 

Computer  peripherals 

PO  Box  3608 

http://www.amp.com 

Harrisburg,  PA  17105-3608 

717-564-0100 

CEO:  William  J  Hudson  Jr 

Fax:  717-780-6130 

AMR 

Airline 

PO  Box  619616 

DFW  Airport.  TX  75261-9616 

817-963-1234 

CEO:  Robert  LCrandall 

Fax:817-967-9641 

AmSouth  Bancorporation        Regional  bank 

P0  Box  11007 

http://www.amsouth.com 

Birmingham,  AL  35288 

205-320-7151 

CEO:  C  Dowd  Ritter 

Fax:  205-326-4072 

Anadarko  Petroleum 

Miscellaneous  energy 

PO  Box  1330 

Houston.  TX  77251-1330 

713-875-1101 

CEO:  Robert  J  Allison  Jr 

Fax:  713-874-3282 

Analog  Devices 

Computer  peripherals 

One  Technology  Way 

Norwood,  MA  02062 

617-329-4700 

CEO:  Ray  Stata 

Fax  617-326-8703 

Anheuser-Busch  Cos 

Beverages 

One  Busch  Place 

http://www.budweiser.com 

St  Louis,  MO  63118-1852 

314-577-2000 

CEO.  August  A  Busch  III 

Fax:  314-577-2900 

Aon 

Life  &  health  insurance 

123  North  Wacker  Drive 

Chicago,  IL  60606 

312-701-3000 

CEO:  Patrick  G  Ryan 

Fax:  312-701-3100 

Apple  Computer 

Computer  systems 

1  Infinite  Loop 

http://www.apple.com 

Cupertino,  CA  95014 

408-996-1010 

CEO:  Gilbert  F  Amelio 

Fax:  408-974-4507 

Applied  Materials 

Computer  peripherals 

3050  Bowers  Avenue  http 

//www.appliedmatenals.co 

Santa  Clara,  CA  95054 

408-727-5555 

CEO:  James  C  Morgan 

Fax:  408-748-5119 

Archer  Daniels  Midland          Food  processor 

PO  Box  1470 

Decatur,  IL  62525 

217-424-5200 

CEO:  Dwayne  0  Andreas 

Fax:  217-424-6196 

Armstrong  World     Home  furnishings  &  recreation 

PO  Box  3001 

Lancaster.  PA  17604-3001 

717-397-0611 

CEO:  George  A  Lorch 

Fax:  717-396-2408 

Arrow  Electronics 

Computer  peripherals 

25  Hub  Drive 

Melville,  NY  11747' 

516-391-1300 

CEO:  Stephen  P  Kaufman 

Fax:  516-391-1640 

Asarco 

Nonferrous  metals 

180  Maiden  Lane 

New  York.  NY  10038-4991 

212-510-2000 

CEO:  Richard  de  J  Osborne  Fax:  212-510-1990 


Ascend  Communications 

Telecommunications 

1275  Harbor  Bay  Parkway 

Alameda.  CA  94502 

510-769-6001 

CEO:  Mory  Ejabat 

Ashland 

Miscellaneous  energy 

PO  Box  391 

Ashland,  KY  41 1 14 

606-329-3333 

CEO:  John  R  Hall 

Fax:  606-329-3559 

Associated  Banc-Corp 

Regional  bank 

PO  Box  13307 

Green  Bay,  Wl  54307-3307 

414-433-3166 

CEO:  Harry  B  Conlon 

Fax:414-433-3261 

AST  Research 

Computer  systems 

PO  Box  57005 

http://www.ast.com 

Irvine,  CA  92619-7005 

714-727-4141 

CEO  Ian  Diery 

Fax:  714-727-9355 

Astoria  Financial 

Thrift 

One  Astoria  Federal  Plaza 

Lake  Success,  NY  11042-1085 

516-327-3000 

CEO:  George  LEngelkeJr 

AT&T 

Telecommunications 

32  Avenue  of  the  Americas 

http://www.att.com 

New  York,  NY  10013-2412 

212-387-5400 

CEO:  Robert  E  Allen 

Fax:  212-387-5347 

Atlantic  Richfield 

Miscellaneous  energy 

515  South  Flower  Street 

Los  Angeles,  CA  90071-2201 

213-486-3708 

CEO:  Michael  R  Bowlm 

Fax:  213-486-8741 

Atmel 

Computer  peripherals 

2125  O'Nel  Drive 

San  Jose,  CA  95131 

408-441-0311 

CEO:  George  Perlegos 

Fax:  408-436-4200 

Automatic  Data  Processing   Business  services 

One  ADP  Boulevard 

Roseland.  NJ  07068-1728 

201-994-5000 

CEO:  Josh  S  Weston 

Fax:  201-994-5495 

AutoZone 

Specialty  stores 

PO  Box  2198 

Memphis.  TN  38101 

901-495-6500 

CEO:  Joseph  R  Hyde  III 

Fax:  901-495-8300 

Avery  Dennison 

Business  supplies 

PO  Box  7090 

Pasadena.  CA  91109-7090 

818-304-2000 

CEO:  Charles  D  Miller 

Fax:  818-792-7312 

Avnet 

Computer  peripherals 

80  Cutter  Mill  Road 

http://www.avnet.com 

Great  Neck,  NY  11021-3107 

516-466-7000 

CEO:  Leon  Machiz 

Fax:  516-466-1203 

Avon  Products 

Personal  products 

9  West  57th  Street 

New  York.  NY  10019-2683 

212-546-6015 

CEO:  James  E  Preston 

Fax:  212-546-7197 

B 

Baker  Hughes 

Oilfield  services 

PO  Box  4740 

http://www.bhi. net.com 

Houston.  TX  77210-4740 

713-439-8600 

CEO:  James  D  Woods 

Fax:  713-439-8699 

Ball 

Packaging 

PO  Box  2407 

http://www.ball.com 

Muncie.  IN  47307-0407 

317-747-6100 

CEO:  George  A  Sissel 

Fax.-  317-747-6813 

Baltimore  Gas  &  Electric 

Electric  util-NE 

PO  Box  1475 

http://www.bge.com 

Baltimore.  MD  21203-1475 

410-234-5000 

CEO:  Christian  H  Pomdexter 

Fax:410-234-5367 
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Call  For  A 
Free  Demonstration. 


George  listens  and  responds. 

DOES  GEORGE  PLATT,  CEO  of  a  multi-million  dollar  telecommunications  company,  answer  his 
own  phone?  Because  like  all  of  us  at  Intecom,  George  believes  you  're  the  most  important  person  in  our  organization. 
Even  more  important  than  the  CEO.  f  Just  ask  Dave  Patterson,  head  of  Kemper  National  Services.  He  didn't  just  call 
because  he  needed  a  new  telecommunications  system  to  keep  pace  with  rapid  growth.  He  wanted  to  do  business  with 
a  company  that  shares  Kemper's  no-holds-barred  approach  to  delivering  the  highest  quality.  1  As  a  premier  managed 
healthcare  and  cost  containment  company  Kemper  needed  a  flexible  system  to  handle  its  extensive  call-center  demands. 
One  allowing  them  to  expand  to  new  locations  and  add  new  employees  quickly  and  easily.  Since  we  took  the  time  to 
listen  and  work  closely  as  partners,  that's  exactly  the  system  they  got.  f  If  you  're  ready  to  work  with  a  roll-up-your-sleeves- 
and-let's-solve-this-thing  company,  call  George  direct  at  (214)  447-8695.  He'll  be  more  than  happy  to  demonstrate 
just  how  effectively  we  work. 

Intecom  a 

Our  Networks  Mean  Business* 
http-.llwww.  intecom.  com 


Li- 


Banc  One 

100  East  Broad  Street 
Columbus,  OH  43271 
CEO:  John  B  McCoy 

Regional  bank 
http://www  bankone.com 
614-248-5944 
Fax:  614-248-5220 

Bergen  Brunswig 

4000 'Metropolitan  Drive 
Orange,  CA  92668-3510 
CEO:  Robert  E  Martini 

Drugs 

714-385-4000 
Fax:  714-385--1442 

Bristol-Myers  Squibb 

345  Park  Avenue 

New  York,  NY  10154-0037 

CEO:  Charles  A  Heimbold  Jr 

Drugs 

http://www.bms.com 
212-546-4000 
Fax:  212-546-4020 

Bancorp  Hawaii 

PO  Box  2900 

Honolulu,  HI  96846-9972 
CEO:  Lawrence  M  Johnson 

Regional  bank 
http://www.boh.com/econ 
808-847-8888 

WR  Berkley 

PO  Box  2518 

Greenwich,  CT  06836-2518 
CEO:  William  R  Berkley 

Property  &  casualty  ins 

203-629-3000 
Fax:  203-629-3492 

Brown-Forman  Beverages 
PO  Box  1080               http://www  brown-forman.com 
Louisville.  KY  40201-1080  502-585-1100 
CEO:  Owsley  Brown  II                  Fax:  502-774-7876 

BancorpSouth 

One  Mississippi  Plaza 

Tupelo,  MS  38801 

CEO:  Aubrey  Burns  Patterson 

Regional  bank 

601-680-2000 
Fax:  601-680-2006 

Berkshire  Hathaway 

1440  Kiewit  Plaza 
Omaha,  NE  68131 
CEO:  Warren  E  Buffett 

Property  &  casualty  ins 
402-346-1400 

Browning-Ferris  Inds 

PO  Box  3151 
Houston,  TX  77253 
CEO  Bruce  E  Ranck 

Environmental  &  waste 

713-870-8100 
Fax:  713-870-7844 

Bank  of  Boston 

100  Federal  Street 
Boston,  MA  02110 
CEO:  Charles  KGiftord 

Multinational  bank 
httpV/www.bkb.com 
617-434-2200 
Fax:  617-434-6802 

Best  Buy 

PO  Box  9312 

Minneapolis,  MN  55440-9312 
CEO:  Richard  M  Schulze 

Electronics  stores 

612-947-2000 
Fax  612-947-2422 

Brunswick 

1  North  Field  Court 

Lake  Forest,  IL  60045-4811 

CEO:  Peter  N  Larson 

Recreation  equipment 

847-735-4700 
Fax:  847-735-4765 

Bank  of  New  York 

48  Wall  Street 
New  York,  NY  10286 
CEO:  John  Carter  Bacot 

Regional  bank 
212-495-1784 

Bethlehem  Steel 

1170  Eighth  Avenue 
Bethlehem,  PA  18016-7699 
CEO:  Curtis  H  Barnette 

Steel 

http://www.bethsteel.com 
610-694-2424 
Fax:  610-694-5743 

Burlington  Northern  Santa  Fe  Railroad 
777  Mam  Street 

Fort  Worth,  TX  76102-5384  817-333-2000 
CEO:  Robert  D  Krebs                  Fax:  817-333-2314 

BankAmerica 

PO  Box  37000 

San  Francisco,  CA  94137 

CEO:  David  A  Coulter 

Multinational  bank 
http://www.bankamenca.com 
415-622-3456 
Fax:  415-622-9403 

Beverly  Enterprises 

5111  Rogers  Avenue 
Fort  Smith,  AR  72919 
CEO.  David  R  Banks 

Health  care  services 

501-484-8412 
Fax:  501-484-8917 

Burlington  Resources 

PO  Box  4239 

Houston,  TX  77210-4239 

CEO:  Robert  S  Shackouls 

Miscellaneous  energy 

713-624-9000 
Fax:  713-624-9645 

Bankers  Trust  New  York      Multinational  bank 
130  Liberty  Street 

New  York,  NY  10006  212-250-2500 
CEO:  Frank  N  Newman                 Fax:  212-669-1681 

Bindley  Western  Industries  Drugs 
10333  North  Meridian  Street 

Indianapolis,  IN  46290  317-298-9900 
CEO:  William  E  Bindley                Fax:  317-580-9753 

c 

BanPonce 

PO  Box  362708 

San  Juan,  PR  00936-2708 

CEO:  Richard  L  Carrion 

Regional  bank 

809-765-9800 
Fax:  809-754-9290 

Black  &  Decker 

701  East  Joppa  Road 
Towson,  MD  21286 
CEO:  Nolan  D  Archibald 

Appliances 

410-716-3900 
Fax:  410-716-2933 

Cabletron  Systems 

PO  Box  5005 

Rochester,  NH  03866-5005 
CEO:  S  Robert  Levine 

Computer  peripherals 
http://www. Cabletron  com 
603-337-1402 
Fax:  603-337-1457 

Barnett  Banks 

PO  Box  40789 

Jacksonville,  FL  32203-0789 
CEO:  Charles  E  Rice 

Regional  bank 

904-791-7720 
Fax:  904-791-5191 

H&R  Block 

4400  Mam  Street 
Kansas  City,  MO  64111 
CEO:  Richard  H  Brown 

Business  services 

816-753-6900 
Fax:  816-753-8628 

Cabot 

75  State  Street 
Boston,  MA  02109-1806 
CEO:  Samuel  WBodman 

Specialty  chemicals 

617-345-0100 
Fax:  617-342-6242 

Baxter  International 

One  Baxter  Pkway 
Deertield,  IL  60015 
CEO  Vernon  R  Loucks  Jr 

Medical  supplies 
http://www.fete.com 
708-948-2000 
Fax:  708-948-3080 

BMC  Software 

2101  Citywest  Boulevard 
Houston,  TX  77042-2827 
CEO.  Max  P  Watson  Jr 

Computer  software 
http://www.bmc.com 
713-918-8800 
Fax:  713-918-8000 

Cal  Fed  Bancorp 

5700  Wilshire  Boulevard 
Los  Angeles,  CA  90036 
CEO:  Edward  G  Harshfield 

Thrift 

http://calfed.com 
213-932-4200 
Fax:  213-930-9485 

Bay  Networks 

4401  Great  American  Pkway 
Santa  Clara,  CA  95054 
CEO:  Andrew  K  Ludwick 

Computer  peripherals 
http://www.baynetworks.com 
408-988-2400 
Fax:  408-988-5525 

Boatmen's  Bancshares 

P0  Box  236 

St  Louis,  MO  63166-0236 
CEO:  Andrew  B  Craig  III 

Regional  bank 

314-456-6000 
Fax:  314-466-7333 

Caldor 

20  Glover  Avenue 
Norwalk.  CT  06856-5620 
CEO:  Don  R  Clarke 

Drug  &  discount  stores 

203-846-1641 
Fax:  203-849-2019 

BayBanks 

175  Federal  Street 
Boston,  MA  02110 
CEO:  William  M  Crazier  Jr 

Regional  bank 
http://www.baybank.com 
617-482-1040 
Fax  617-482-3182 

Boeing 

PO  Box  3707 

Seattle.  WA  98124-2207 

CEO:  Philip  M  Condit 

Aerospace  &  defense 
http://www.boeing.com 
206-655-2608 
Fax:  206-655-7004 

Caliber  System 

PO  Box  5459 
Akron,  OH  44334 
CEO:  Daniel  J  Sullivan 

Shipping 

330-665-5646 
Fax:  330-665-8853 

Bear  Stearns  Cos 

245  Park  Avenue 
New  York,  NY  10167 
CEO:  James  E  Cayne 

Brokerage 

212-272-2000 
Fax:  212-272-4785 

Boise  Cascade 

PO  Box  50 

Boise.  ID  83728-0001 
CEO:  George  J  Harad 

Paper  &  lumber 
http://www.bc.com 

208-384-6161 
Fax  208-384-7189 

Campbell  Soup 

Campbell  Place 
Camden.  NJ  08103-1799 
CEO:  David  W  Johnson 

Food  processor 

609-342-4800 
Fax:  609-342-5299 

Becton  Dickinson 

1  Becton  Drive 

Franklin  Lakes,  NJ  07417-18? 
CEO:  Clateo  Castellini 

Medical  supplies 

0  201-847-6800 
Fax:  201-847-6475 

BOK  Financial 

PO  Box  2300 

Tulsa,  OK  74192 

CEO:  Stanley  A  Lybarger 

Regional  bank 

918-588-6000 
Fax:  918-588-6853 

Cardinal  Health 

5555  Glendon  Court 
Dublin,  OH  43016 
CEO:  Robert  D  Walter 

Drugs 

614-717-5000 
Fax:  614-717-6000 

Bell  Atlantic 

1717  Arch  Street 
Philadelphia,  PA  19103 
CEO:  Raymond  W  Smith 

Telecommunications 
http://www.ba.com 
215-963-6000 
Fax:  215-963-9029 

Boston  Edison 

800  Boylston  Street 
Boston,  MA  02199-2599 
CEO:  Thomas  J  May 

Electric  util-NE 

617-424-2000 
Fax:  617-424-2605 

Caremark  International 

2215  Sanders  Road 
Northbrook.  IL  60062 
CEO:  C  A  Lance  Piccolo 

Health  care  services 
http://www  caremark.com 
847-559-4700 
Fax:  847-559-3905 

BellSouth 

1155  Peachtree  Street  NE 
Atlanta,  GA  30309-3610 
CEO:  John  L  Clendenin 

Telecommunications 
http://www.bellsoutb.com 
404-249-2000 
Fax:  404-249-5597 

Boston  Scientific 

One  Boston  Scientific  Place 
Natick,  MA  01760-1537 
CEO:  Peter  M  Nicholas 

Medical  supplies 

508-650-8000 
Fax:  508-650-8955 

Carolina  Power  &  Light 

PO  Box  1551 

Raleigh,  NC  27602-1551 

CEO:  Sherwood  H  Smith  Jr 

Electric  util-SE 

919-546-6111 
Fax:  919-546-7826 

Beneficial 

301  North  Walnut  Street 
Wilmington,  DE  19801 
CEO:  Finn  M  W  Caspersen 

Lease  &  finance 
hUJ://www.beneficial.com 
302-425-2500 
 ,  Fax:  302-425-2512 

Bowater 

PO  Box  1028 
Greenville,  SC  29602 
CEO:  Arnold  M  Nemirow 

Paper  &  lumber 

864-271-7733 
Fax:  864-282-9594 

Cascade  Communications  Telecommunications 
5  Carlisle  Road  http://www.casc.com 
Westford,  MA  01886  508-692-2600 
CEO:  Daniel  E  Smith  

380 
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Staying  at  The  Ritz-Carlton  isn't  a  sign 
of  success.  Its  a  means  to  success. 


On  the  road  to  success,  there 
isn 't  a  more  productive  place  to  stay 
than  The  Ritz-Carlton.  Or  a  more 
resourceful  staff.  Whatever  services 
you  require,  from  one-hour  delivery 
of  a  pressed  suit  to  24-hour  business 
centers,  we'll  provide.  Personally. 

Call  your  travel  professional  or 
The  Ritz-Carlton  at  800-241-3333 


for  reservations  and  information. 
And  we'll  move  you  further  along 
the  road  to  success. 

We  also  offer  A  T&  T  In -  room 
Long  Distance  Service  at  most 
locations  a  _. 

EES  AT&T 

for  your  YourTrue  Choice 

AT&T  Calling  Card.  AT&T  Universal 
Card  and  operator-assisted  calls. 


The  Ritz-Carlton 
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During  recent  years,  The  Timken  Company  has  increase 
productivity  more  than  twice  the  national  average.  There  is 
nothing  average  about  that,  just  as  there  is  nothing  average 
about  Timken s  ability  to  innovate,  to  increase  quality,  to  contro 
costs  and  to  serve  customers. 

Timken®  bearings  and  alloy  steels  keep  setting  higher  standarc 

■■^^^^REGISTERED  TRADEMARK  OF  THE  TIMKEN  COMPANY 
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?f  their  industries.  Our  products  reduce  fuel  consumption, 
xtend  equipment  life  and  are  friendly  to  the  environment. 

The  choice  of  Timken   ■  jt  mmhmmm  n 

erformance  is  a  long-term  If  M  Hi 

ecision  that  starts  saving     '         JL  JLwJL  iliu  JLl 

Oney  immediately.  Worldwide  Leader  In  Bearings  And  Steel. 
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Case 

700  State  Street 
Racine,  Wl  53404 
CEO:  Jean-Pierre  Rosso 

Heavy  equipment 

414-636-6011 
Fax:  414-636-5043 

Cigna 

One  Liberty  Place 
Philadelphia.  PA  19192-1550 
CEO:  Wilson  H  Taylor 

Diversified  insurance 

215-761-1000 
Fax:  215-761-5504 

Coca-Cola 

PO  Drawer  1734 
Atlanta.  GA  30301 
CEO:  Roberto  C  Goizueta 

Beverages 

404-676-2121 
Fax  404-676-3434 

Caterpillar 

100  Northeast  Adams  Street 
Peoria.  IL  61629-1425 
CEO:  Donald  V  Fites 

Heavy  equipment 

309-675-1000 
Fax:  309-675-5815 

Cincinnati  Financial 

PO  Box  145496 
Cincinnati,  OH  4?250-5496 
CEO:  Robert  B  Morgan 

Property  &  casualty  ins 

513-870-2000 
Fax:  513-870-2066 

Coca-Cola  Enterprises 

PO  Box  723040 
Atlanta,  GA  31139-0040 
CEO:  Summerfield  K  Johnston  Jr 

Beverages 
httpV/www  cokecce.com 
770-989-3000 

CCB  Financial 

PO  Box  931 
Dorham.  NC  27702 
CEO:  Ernest  C  Roessler 

Regional  bank 

919-683-7777 
Fax:  919-683-7263 

Cinergy 

PO  Box  960 

Cincinnati.  OH  45201-0960 
CEO:  James  E  Rogers 

Electric  util-NC 

513-381-2000 
Fax:  513-651-9196 

Colgate-Palmolive 

300  Park  Avenue 

New  York,  NY  10022-7499 

CEO  Reuben  Mark 

Personal  products 
httpV/www  colgate.com 
212-310-2000 
Fax:  212-310-3284 

Center  Financial 

60  North  Main  Street 
Waterbury.  CT  06702 
CEO:  Robert  J  Narkis 

Thrift 
203-578-7000 

Circle  K                  Supermarkets  &  convenience 

PO  Box  52084 

Phoenix,  AZ  85072-2084  602-437-0600 
CEO:  John  F  Antioco                   Fax:  602-530-5147 

Collective  Bancorp 

PO  Box  316 

Egg  Harbor,  NJ  08215 

CEO:  Thomas  H  Hamilton 

Regional  bank 

609-625-1110 
Fax:  609-965-4381 

Centerior  Energy 

PO  Bon  94661 
Cleveland.  OH  44101-4661 
CEO:  Robert  J  Farling 

Electric  util-NC 
http://www. centerior  com 
216-447-3100 
Fax:  216-447-3240 

Circuit  City  Stores 

9950  Mayland  Drive 
Richmond.  VA  23233 
CEO:  Richard  L  Sharp 

Electronics  stores 

804-527-4000 
Fax  804-527-4164 

Colonial  BancGroup               Regional  bank 
PO  Box  1 108               http  //www  traveler  com/is/col 
Montgomery,  AL  36101  334-240-5000 
CEO:  Robert  E  Lowder                 Fax  334-240-5345 

Centex 

PO  Box  19000 
Dallas,  TX  75219 
CEO:  Laurence  E  Hirscb 

Builder 

214-559-6500 
Fax:  214-559-6750 

Circus  Circus  Enterprises 

PO  Box  14967 

Las  Vegas,  NV  89114-4967 

CEO  Clyde  T  Turner 

Hotels  &  gaming 

702-734-0410 
Fax:  702-794-3891 

Columbia  Gas  System            Integrated  gas 
20  Montchanin  Road      httpV/www  columbiaenergy.com 
Wilmington.  DE  19807-0020  302-429-5000 
CEO  Oliver  G  Richard  III               Fax:  302-429-5596 

Central  &  South  West 

PO  Box  660164 
Dallas,  TX  75266-0164 
CEO:  E  R  Brooks 

Electric  util-SC 

214-777-1000 
Fax:214-777-1033 

Cisco  Systems 

170  West  Tasman  Drive 
San  Jose,  CA  95134-1706 
CEO:  John  T  Chambers 

Computer  peripherals 

http://www.cisco.com 
408-526-4000 
Fax:  408-526-4100 

Columbia/HCA  Healthcare  Health  care  services 
One  Park  Plaza  http://www.columbia.net 
Nashville.  TN  37203  615-327-9551 
CEO:  Richard  L  Scott                  Fax  615-320-2570 

Central  Fidelity  Banks 

PO  Box  27602 
Richmond.  VA  23261 
CEO:  Lewis  N  Miller  Jr 

Regional  bank 

804-782-4000 
Fax:  804-697-7260 

Citicorp 

399  Park  Avenue 
New  York.  NY  10043 
CEO:  John  S  Reed 

Multinational  bank 

212-559-1000 
Fax:  212-793-6457 

Comcast 

1500  Market  Street 
Philadelphia,  PA  19102-2148 
CEO:  Ralph  J  Roberts 

Broadcasting  &  movies 
http://www.comcast.com 
215-665-1700 
Fax:  215-981-7790 

Centura  Banks 

PO  Box  1220 

Rocky  Mount,  NC  27802 

CEO:  Robert  R  Mauldm 

Regional  bank 
http//www. Centura. com 
919-977-4400 
Fax:  919-977-4800 

Citizens  Bancorp 

14401  Sweitzer  Lane 
Laurel.  MD  20707 
CEO:  Alfred  H  Smith  Jr 

Regional  bank 

301-206-6000 
Fax:  301-206-6113 

Comdisco 

6111  North  River  Road 
Rosemont.  IL  60018 
CEO:  Jack  Slevin 

Business  services 
http://www.comdisco.com 
847-698-3000 
Fax:  847-518-5060 

Champion  International 

One  Champion  Plaza 
Stamford.  CT  06921 
CEO:  Andrew  C  Sigler 

Paper  &  lumber 

203-358-7000 
Fax:  203-358-2975 

Citizens  Banking 

One  Citizens  Banking  Center 
Flint,  Ml  48502-2401 
CEO  Charles  R  Weeks 

Regional  bank 

810-766-7500 
Fax:  810-766-6948 

Comerica 

PO  Box  75000 
Detroit.  Ml  48275-3230 
CEO:  Eugene  A  Miller 

Regional  bank 
http://www. comerica  com 
313-222-3300 
Fax:  313-964-0638 

Charter  One  Financial            Regional  bank 
1215  Superior  Avenue          httpV/www.charterone  com 
Cleveland,  OH  441 14  216-566-5300 
CEO:  Charles  John  Koch               Fax:  216-566-1465 

Citizens  Utilities 

PO  Box  3801 
Stamford.  CT  06905 
CEO:  Leonard  Tow 

Telecommunications 

203-329-8800 
Fax:  203-329-4663 

Commerce  Bancshares 

PO  Box  13686 

Kansas  City.  MO  64199-3686 
CEO:  David  W  Kemper 

Regional  bank 

816-234-2000 
Fax.  816-234-2369 

Chase  Manhattan 

270  Park  Avenue 

New  York,  NY  10017-2070 

CEO:  Walter  V  Shipley 

Multinational  bank 

212-270-6000 
Fax:  212-270-4240 

City  National 

400  North  Roxbury  Drive 
Beverly  Hills.  CA  90210 
CEO:  Russell  Goldsmith 

Regional  bank 

310-888-6000 
Fax  310-888-6069 

Commercial  Federal 

2120  South  72nd  Street 
Omaha,  NE  68124 
CEO:  William  A  Fitzgerald 

Thrift 

402-554-9200 
Fax:  402-390-5328 

Chevron 

225  Bush  Street 

San  Francisco,  CA  94104-4289 

CEO:  Kenneth  T  Derr 

International  oil 
http://www  chevron.com 
415-894-7700 
Fax:  415-894-7000 

Clorox 

1221  Broadway 
Oakland,  CA  94612-1888 
CEO:  G  Craig  Sullivan 

Personal  products 
http://www.clorox.com 
510-271-7000 
Fax:  510-832-1463 

Commercial  Metals 

7800  Stemmons  Freeway 
Dallas.  TX  75247 
CEO:  Stanley  A  Rabin 

Steel 

214-689-4300 
Fax:214-689-4320 

Chiquita  Brands  International  Food  processor 
250  East  Fifth  Street 

Cincinnati.  OH  45202  513-784-8011 
CEO:  Carl  H  Lindner  Jr      -           Fax:  513-784-8030 

CMS  Energy 

330  Town  Center  Drive 

Dearborn.  Ml  48126 

CEO:  William  T  McCormick  Jr 

Electric  util-NC 

313-436-9200 
Fax.  517-788-2186 

Compaq  Computer 

PO  Box  692000 
Houston,  TX  77269-2000 
CEO:  Eckhard  Pfeiffer 

Computer  systems 
httpV/www.compaq.com 
713-370-0670 
Fax:  713-514-1740 

Chiron 

4560  Horton  Street 
Emeryville.  CA  94608-2916 
CEO:  Edward  E  Penhoet 

Drugs 

415-655-8730 
Fax:  510-601-3376 

CNB  Bancshares 

20  NW  Third  Street 
Evansville,  IN  47739-0001 
CEO:  H  Lee  Cooper 

Regional  bank 
http://www.cnbe.com 
812-464-3400 
Fax:  812-464-3496 

Compass  Bancshares 

15  South  20th  Street 
Birmingham.  AL  35233 
CEO:  D  Paul  Jones  Jr 

Regional  bank 

205-933-3000 
Fax:  205-715-7812 

Chrysler                            Autos  &  trucks 
1000  Chrysler  Drive  http://www.chryslercorp.com 
Auburn  Hills.  Ml  48326-2766  810-576-5741 
CEO:  Robert  J  Eaton                   Fax:  810-512-1756 

Coast  Savings  Financial 

1000  Wilshire  Boulevard 
Los  Angeles,  CA  90017-2457 
CEO:  Ray  Martin 

Thrift 

213-362-2000 
Fax:  213-688-0837 

CompUSA 

14951  North  Dallas  Parkway 
Dallas.  TX  75240 
CEO:  James  F  Halpm 

Electronics  stores 
http://www.compusa.com 
214-982-4000 
Fax:  214-982-4276 

Chubb 

PO  Box  1615 

Warren,  NJ  07061-1615 

CEO-  Dean  R  O'Hare 

Property  &  casualty  ins 

908-903-2000 
Fax:  908-903-2003 

Coastal 

Nine  Greenway  Plaza 
Houston,  TX  77046-0995 
CEO:  David  A  Arledge 

Other  gas 

713-877-1400 
Fax:  713-877-6754 

Computer  Associates  Intl     Computer  software 
One  Computer  Associates  Plaza        httpV/www. cai.com 
Islandia.  NY  11788-7000  516-342-5224 
CEO:  Charles  B  Wang                 Fax:  516-342-5329 
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ftews 
From 
llsdale 
ollege 


The  Private  Truth 
About  Public 
Education 


Do  you  recall  '/he  Little  Engine  That  Could?  It's  what  we 
used  to  teach  our  schoolchildren:  "I  think  I  can,  1  think 
I  can,  I  think  I  can."  The  moral  emphasizes  that  posi- 
tive thinking,  hard  work,  and  the  courage  to  succeed  are  true 
rewards. 

But  that  moral  is  absent  from  many  of  today's  public  school 
classrooms.  Instead  students  are  taught  that  their  "self- 
esteem"  matters  most.  To  insist  on  literacy  is  considered 
coercive  and  potentially  harmful,  warns  the  left-leaning 
teachers'  union,  the  National  Education  Association. 

At  Hillsdale  College's  model  school,  the  Hillsdale  Academy, 
we  know  that  genuine  self-esteem  can  come  only  from  achieve- 
ment. The  Little  Engine  That  Could  was  happy  precisely 
because  it  overcame  the  odds  to  reach  the  top  of  the  hill. 

The  Hillsdale  Academy  is  pleased  to  offer  the 
Hillsdale  Academy  Reference  Guide.  The  Guide  is 
an  outline  of  the  academic  curriculum  used  by  our 
teachers  at  the  Hillsdale  Academy  for  grades  K-8. 

Based  on  results  from  the  Iowa  Tests  of 
Basic  Skills,  these  fundamentals  work: 
Our  students  consistently  score  in  the 
top  ten  percentile  nationally. 

Designed  to  foster  values-centered 
.'^l     education  among  public  and  private 
!         school  administrators  and  teachers, 
and  members  or  organizations 
interested  in  establishing  indepen- 
dent schools,  the  Guide  is  avail- 


able for  $150.  This  fee  covers  the  following  con- 
tents: 

•  K-8  Curriculum  Outline 

•  School  Culture  Document 

•  Reading  Lists 

•  Parents'  Handbook 

•  Faculty  Handbook 

•  Introductory  Video 

And  the  Guide  will  work  with  you  from  the  early 
years  of  kindergarten  through 
grade  eight. 

Let's  help  our  children  reach 
the  top  of  the  hill.  Order  your 
Hillsdale  Academy  Reference 
Guide  today. 

/iW/WjW/5-Hillsdale's  award 
winning  monthly  digest  of 
challenging  ideas-is  free. 
Subscribe  today  and  join 
our  audience  of  nearly 
650,000  subscribers. 


□  Complete  Package 
for  $150.00 

□  Video  Tape  Only 
for  $5.00 


□  Check  here  for  a  FREE  SUBSCRIPTION  to  Imprimis 

□  Check  enclosed 


VISA  /  MC  /  Discover 


Exp.  Date 


□  Mr.  □  Mrs.  □ 
ne  □  Miss  □  Ms. 


Dr. 


□□□□  □□□□  □□□□  □□□□  □□□□ 


i/Organization, 


Signature, 


e/Zip_ 


□  Home    □  Office 


Mail  this  coupon  to  Hillsdale  Academy  Reference  Guide 
Hillsdale  College,  Dept.  FB-25,  Hillsdale,  Ml  49242 

Or  call  toll-free:  HlLLSDALE 

College 


1-800-989-READ 


WHERE  TO  FIND  THE  COMPANIES 


Computer  Sciences 

Business  services 

2100  East  Grand  Avenue 

http://wwwcsc.com 

CI  OCgUIIUU,  on  JU£4J 

iid-fiis-mi  i 

J1U01JUJ11 

CEO:  Van  B  Honeycutt 

Fax:  310-322-9805 

ConAgra 

Food  processor 

One  ConAgra  Drive 

Omaha  NF  RRlfl?  Sflfll 

Uilldlld,  INC  UOIUc  JUU1 

4U£  J  J  J  4UUU 

CEO:  Philip  B  Fletcher 

Conrail 

Railroad 

PO  Box  41417 

Philarlplnhia  Pfl  1  Qlfll  Ml  7 
r IIMdUCIUIlIo,  rn  Ijiui  141/ 

L 1J  £U3  £UUU 

CEO:  David  M  LeVan 

Fax:  215-209-4074 

Conseco 

Life  &  health  insurance 

PO  Box  1911 

http://www.conseco.com 

farmpl  IN  ARrH? 

31/-01/  U1UU 

CEO:  Stephen  C  Hilbert 

Fax:  317-817-6327 

Consolidated  Edison 

Electric  util-NE 

4  Irving  Place 

New  York.  NY  10003 

212-460-4600 

CEO:  Eugene  R  McGrath 

Fax:  212-475-0734 

Consolidated  Freightways  Shipping 

3240  Hillview  Avenue 

Palo  Alto,  CA  94304-1297 

4J5-494-2900 

CEO  Donald  E  Moffitt 

Fax:  415-813-0160 

Consolidated  Natural  Gas        Integrated  gas 

CNG  Tower 

Pittsburgh,  PA  15222-3199 

412-227-1000 

CEO:  George  A  Davidson  Jr 

Fax:  412-227-1304 

Consolidated  Papers 

Paper  &  lumber 

PO  Box  8050 

Wisconsin  Rapids.  Wl  54495-8050 

715-422-3111 

CEO:  Patrick  F  Brennan 

Fax  715-422-3203 

Continental  Airlines 

Airline 

PO  Box  4607 

Houston.  TX  77210-4607 

713-834-5000 

CEO  Gordon  M  Bethune 

Fax:  713-590-2150 

Cooper  Industries 

Misc  industrial  equip 

PO  Box  4446 

Houston.  TX  77210-4446 

713-739-5400 

CEO:  H  John  Riley  Jr 

Fax:  713-739-5555 

CoreStates  Financial 

Regional  bank 

PO  Box  7618 

Philadelphia.  PA  19101-7618 

215-973-3100 

CEO:  Terrence  A  Larsen 

Fax:  215-973-1761 

Corning 

Medical  supplies 

One  Riverfront  Plaza 

http://www.corning.com 

Corning,  NY  14831 

607-974-9000 

CEO:  James  R  Houghton 

Fax:  607-974-8830 

Countrywide  Credit  Industries  Lease  &  finance 

PO  Box  7137 

Pasadena.  CA  91109-7137 

818-304-8400 

CEO:  David  S  Loeb 

Fax:  818-584-2268 

Cox  Communications 

Broadcasting  &  movies 

1400  Lake  Hearn  Drive  NE 

http://www.cox.com 

Atlanta.  GA  30319 

404-843-5000 

CEO:  James  0  Robbms 

Fax:  404-843-5777 

CPC  International 

Food  processor 

PO  Box  8000 

cpcintl@interramp.com 

Englewood  Cliffs.  NJ  07632-9976 

201-894-4000 

CEO:  Charles  R  Shoemate 

Fax:  201-894-2186 

Crestar  Financial 

Regional  bank 

PO  Box  26665 

Richmond.  VA  23261-6665 

804-782-5000 

CEO:  Richard  GTilghman 

Fax:  804-782-7744 

Crown  Cork  &  Seal 

Packaging 

9300  Aston  Road 

Philadelphia,  PA  19136 

215-698-5100 

CEO:  William  J  Avery  Fax:  215-698-7050 


CSX 

Railroad 

PO  Box  85629 

http://www.ctx.com 

Richmond.  VA  23285-5629 

804-782-1400 

CEO:  John  W  Snow 

Fax:  804-782-1409 

CUC  International 

Home  shopping 

P0  Box  10049 

Stamford,  CT  06904-2049 

203-324-9261 

CEO:  Walter  A  Forbes 

Fax:  203-977-8501 

Cullen/Frost  Bankers 

Regional  bank 

P0  Box  1600 

San  Antonio,  TX  78296 

210-220-4011 

CEO:  Thomas  C  Frost 

Fax:  210-220-9117 

Cummins  Engine 

Auto  parts 

Box  3005 

http://www.cummins.com 

Columbus.  IN  47202-3005 

812-377-5000 

CEO:  James  A  Henderson 

Fax:  812-377-3334 

Cyprus  Amax  Minerals 

Nonferrous  metals 

PO  Box  3299 

Englewood,  CO  80155-3299 

303-643-5000 

CEO  Milton  H  Ward 

Fax:  303-643-5269 

Cytec  Industries 

Specialty  chemicals 

5  Garret  Mountain  Plaza 

West  Paterson,  NJ  07424 

201-357-3100 

CEO:  Daryl  D  Fry 

Fax:  201-357-3088 

D 

Dana 

Auto  parts 

PO  Box  1000 

http://www.dana.com 

Toledo.  OH  43697 

419-535-4500 

CEO:  Southwood  J  Morcott 

Fax  419-535-4544 

Darden  Restaurants 

Restaurant  chain 

5900  Lake  Ellenor  Drive 

Orlando,  FL  32809 

407-245-4000 

CEO: Joe  R  Lee 

Dauphin  Deposit 

Regional  bank 

PO  Box  2961 

Harrisburg,  PA  17105-2961 

717-255-2121 

CEO:  Christopher  R  Jennings 

Fax:  717-231-2632 

Dayton  Hudson 

Drug  &  discount  stores 

777  Nicollet  Mall 

Minneapolis,  MN  55402 

612-370-6948 

CEO:  Robert  J  Ulrich 

Fax:  612-370-6565 

Dean  Foods 

Food  processor 

3600  North  River  Road 

Franklin  Park.  IL  60131 

847-625-6200 

CEO:  Howard  M  Dean 

Fax:  847-671-8744 

Dean  Witter,  Discover  &  Co     Lease  &  tmance 

Two  World  Trade  Center 

New  York,  NY  10048 

212-392-2222 

CEO:  Philip  J  Purcell 

Fax:  212-392-8404 

Deere  &  Co 

Heavy  equipment 

John  Deere  Road 

http://www.90.deere.com 

Moline.  IL  61265-8098 

309-765-8000 

CEO:  Hans  W  Becherer 

Fax:  309-765-5682 

Dell  Computer 

Computer  systems 

2214  West  Braker  Lane 

http://www.dell  com 

Austin,  TX  78758 

512-338-4400 

CEO:  MichaelS  Dell 

Fax:  512-728-3653 

Delta  Air  Lines 

Airline 

PO  Box  20706 

Atlanta.  GA  30320-6001 

404-715-2600 

CEO:  Ronald  W  Allen 

Fax:  404-715-1400 

Deluxe 

Business  supplies 

PO  Box  64235 

St  Paul,  MN  55164-0235 

612-483-7111 

CEO:  John  A  Blanchard  III 

Fax:  612-481-4477 

Deposit  Uuaranty 

Regional  bank 

DA  Dnu  70fi 

rU  BOX  /JU 

http://www.dgb  com 

Jackson.  MS  39205-0730 

601-354-821 1 

CEO:  Emerson  B  Robinson  Jr 

Fax:  601-354-8192 

Uldl 

Personal  products 

Dial  Tower 

Phoenix.  AZ  85077 

602-207-4000 

CEO:  John  W  Teets 

Fax:  602-207-5100 

Diamond  bnamrock 

Miscellaneous  energy 

Pfl  Rnv  RQRAOn 

ru  Box  bybUUU 

San  Antonio,  TX  78269-6000 

210-641-6800 

CEO  Roger  R  Hemminghaus 

Fax  210-641-8885 

Digital  Equipment 

Computer  systems 

111  Powdermill  Road 

http://www.digital.com 

Maynard,  MA  01754-2571 

508-493-7182 

CEO:  Robert  B  Palmer 

Fax:  508-493-7374 

Dillard  Department  Stores    Department  stores 

P0  Box  486 

Little  Rock.  AR  72203 

501-376-5200 

CEO:  William  T  Dillard  Sr 

Fax:  501-376-5036 

Dime  Bancorp 

Thrift 

589  Fifth  Avenue 

New  York,  NY  10017 

800-843-3463 

CEO  James  M  Large  Jr 

Fax:  212-326-6169 

Walt  Disney 

Broadcasting  &  movies 

500  South  Buena  Vista  Street 

Burbank,  CA  91521-0301 

818-560-1000 

CEO:  Michael  D  Eisner 

Fax:  818-559-7203 

Dole  Food 

Food  processor 

PO  Box  5132 

httpV/www  dolesaday.com 

Westlake  Village,  CA  91359-5132  818-879-6600 

Fa»  818-879-6618 

IdA.  OlO  O  /  J  UU10 

Dominion  Resources 

Electric  util-SE 

PO  Box  26532 

http//www  vapower.com 

Richmond,  VA  23261 

804-775-5700 

CEO:  Thos  E  Capps 

Fax.  804-775-5819 

RR  Donnelley  &  Sons 

Advertising  &  publishing 

77  West  Wacker  Drive 

Chicago,  IL  60601-1696 

312-326-8000 

CEO:  John  R  Walter 

Fax:  312-326-7706 

Dover 

Misc  industrial  equip 

280  Park  Avenue 

New  York,  NY  10017-1292 

212-922-1640 

CEO:  Thomas  L  Reece 

Fax:  212-922-1656 

Dow  Chemical 

Diversified  chemicals 

2030  Dow  Center 

http://www.dow  com 

Midland.  Ml  48674 

517-636-1000 

CEO:  William  S  Stavropoulos 

Fax:  517-636-1830 

Dow  Jones 

Advertising  &  publishing 

200  Liberty  Street 

New  York.  NY  10281 

212-416-2000 

CEO:  Peter  R  Kann 

Fax:  212-416-3299 

Downey  Financial 

Thrift 

PO  Box  6000 

Newport  Beach,  CA  92658-6000 

714-854-0300 

CEO,  Stephen  W  Prough 

Fax:  714-854-8162 

DPL 

Electric  util-NC 

Courthouse  Plaza  Southwest 

Dayton.  OH  45402 

513-224-6000 

CEO:  Peter  H  Forster 

Fax:  513-259-7147 

DQE 

Electric  util-NC 

PO  Box  68 

httpV/www.dqe.com 

Pittsburgh.  PA  15230-0068 

412-393-6000 

CEO:  Wesley  W  von  Schack 

Fax:  412-393-4635 

Dresser  Industries 

Oilfield  services 

PO  Box  718 

Dallas.  TX  75221-0718 

214-740-6000 

CEO:  William  E  Bradford 

Fax:  214-740-6584 
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Annualized  Total 
Return  To  Shareholders  Of  20% 
Over  The  Last  20  Years. 


Providing  shareholder  value 


is  one  of  American  General's 


guiding  principles. 


For  instance, 


$1,000  invested  in 


the  S&P  500  Index 


AGC 
$37,664 

S&P  500 
$15,229 


in  1975  was  worth  $15,229  in  1995. 


&   Over  the  same  period,  $1,000 


invested  in  American  General 


common   stock  grew  to  more 


than  $37,000  for  shareholders- 


an  annualized  total  return  of  20%. 


0    Headquartered  in  Houston, 


American  General  has  assets  of  $61 


Source: 

Ibbotson 

Associates 


75  80  85  90  95 


billion  and  shareholders' 


equity  of  $5.8  billion. 


€?   For  over  8  million 


households,  we  provide 


retirement  annuities,  consumer  loans 


and  life  insurance.  Making  us  one  of 


the  largest,  most  successful  diversified 


financial  services  organizations  in 


the  country.   ®    For  more  informa- 


tion please  call  (800)  AGC-1111 


(P%  AMERICAN 
W  GENERAL 


Providing  Retirement  Annuities,  Consumer  Loans,  Life  Insurance  And  Shareholder  Value 


WHERE  TO  FIND  THE  COMPANIES 


DSC  Communications 

1000  Coit  Road 
Piano.  TX  75075-5813 
CEO:  James  L  Donald 

Telecommunications 

214-519-3000 
Fax:  214-519-4289 

DTE  Energy 

2000  Second  Avenue 
Detroit,  Ml  48226 
CEO:  John  E  Lobbia 

Electric  util-NC 

313-235-8000 
Fax  313-237-9828 

El  du  Pont  de  Nemours     Diversified  chemicals 
1007  Market  Street  http://www.dupont.com 
Wilmington.  DE  19898  302-774-1000 
CEO:  John  A  Krol 

Duke  Power 

422  South  Church  Street 
Charlotte,  NC  28242-0001 
CEO:  William  H  Grigg 

Electric  util-SE 
http://www.dukepower.com 
704-594-0887 
Fax:  704-382-8375 

Dun  &  Bradstreet 

187  Oanbury  Road 
Wilton,  CT  06897 
CEO:  Robert  E  Weissman 

Advertising  &  publishing 
http://www.dnb.com 
203-834-4200 
Fax:  203-834-4262 

Duracell  Internationa! 

Berkshire  Corporate  Park 
Bethel,  CT  06801 
CEO:  Charles  R  Perrin 

Personal  products 
http://www.duracell.com 
203-796-4000 
Fax:  203-796-4096 

E 

Eastman  Chemical 

PO  Box  511 

Kingsport.  TN  37662-5075 
CEO:  Earnest  W  Deavenport  Jr 

Specialty  chemicals 
http://www.eastman.com 
423-229-2000 
rax:  4^j-zzy- lUUo 

Eastman  Kodak 

343  State  Street 
Rochester,  NY  14650-0910 
CEO:  George  M  C  Fisher 

Photography  &  toys 

716-724-4000 
Fax:  716-724-0663 

Eaton 

1111  Superior  Avenue 
Cleveland.  OH  44114-2584 
CEO:  Stephen  R  Hardis 

Auto  parts 

216-523-5000 
Fax:  216-523-4787 

Echlin 

100  Double  Beach  Road 

Branford,  CT  06405 

CEO:  Frederick  J  Mancheski 

Auto  parts 

203-481-5751 
Fax:  203-481-6485 

Eckerd 

PO  Box  4689 
Clearwater,  FL  34618 
CEO:  Frank  Newman 

Drug  &  discount  stores 

813-399-6000 
Fax:  813-399-6369 

Edison  International 

P0  Box  999 
Rosemead.CA  91770 
CEO.  John  E  Bryson 

Electric  util-W 

818-302-1212 
Fax:818-302-2117 

AG  Edwards 

One  North  Jefferson  Avenue 

St  Louis.  MO  63103 

CEO:  Beniamin  F  Edwards  III 

Brokerage 

314-955-3000 
Fax:  314-955-5547 

EMC 

35  Parkwood  Drive 
Hopkinton.  MA  01748-9103 
CEO:  Michael  C  Ruettgers 

Computer  peripherals 
http://www.emc.com 
508-435-1000 
Fax:  508-435-7954 

Emerson  Electric 

P0  Box  4100 

St  Louis,  MO  63136 

CEO:  Charles  F  Knight 

Electrical  equipment 

314-553-2000 
Fax:314-553-1605 

Engelhard 

101  Wood  Avenue 
Iselin.  NJ  08830-0770 

PFPi.  firm  R  ^mith 

Nonferrous  metals 
908-205-6000 

Fax-  QflR-qflfi-n^? 

Enova 

PO  Box  1831 

San  Diego,  CA  92112-4150 

PFfi.  ^tpnhpn  Raiim 

Electric  util-W 

619-696-2000 
Fax  fl)9-fi9fi-i?ll4 

Enron 

PO  Box  1188 

Houston,  TX  77251-1188 

PFPi  Kpnnpth  1  1 

L/LU.  ncMIIClll  L  Lay 

Other  gas 
713-853-6161 

Fax-  7n-RS^-R7()n 
raA.  ilo  ojj  u/ju 

Entergy 

PO  Box  61005 

New  Orleans.  LA  70161 

PFfY  FHuuin  1  imhoropr 
L/LU.  LUWIII  LU|JUclgCl 

Electric  util-SC 
504-529-5262 

fov.  Rfli  S7F.  d?fiQ 

Tax.  JU4  JlQ  H£D3 

Equifax 

PO  Box  4081 
Atlanta,  GA  30302 

IjLU    UdlllCl  VV  IVILUld  U^llllll 

Business  services 
http://www.equifax.com 
404-885-8000 

Coy.  AAA  OSS  tat,? 
IdA.  HU4  000  Jnjt 

Equitable  Cos 

787  Seventh  Avenue 
New  York.  NY  10019 

PFfi.  Ificonh  1  Mplnnp 

Life  &  health  insurance 
212-554-1234 

Fay  91?  7AT) 
rdX.  lIl-jjh-lh / L 

Equitable  of  Iowa  Cos 

PO  Box  1635 

Des  Moines.  IA  50306-1635 

PFfi.  FroHorirL  S  Miihholl 
1<LU.  ncUclltK  o  nllUUeil 

Life  &  health  insurance 
515-245-6911 

Fay  11  9dR 

rdX.  31  j-Z4j-0j/ j 

Estee  Lauder  Cos 

767  Fifth  Avenue 
New  York,  NY  10153 

L-LU.  LcUlldtU  n  LdUUcI 

Personal  products 
212-572-4200 

Exxon 

5959  Las  Colinas  Boulevard 
Irving,  TX  75039-2293 
CEO:  Lee  R  Raymond 

International  oil 

214-444-1000 
Fax:214-444-1348 

F 

Federal  Express 

2005  Corporate  Avenue 
Memphis,  TN  38132 
CEO:  Frederick  W  Smith 

Airline 

901-369-3600 
Fax:  901-395-4928 

Federal  Home  Loan  Mortgage  Lease  &  finance 
8200  Jones  Branch  Drive 

McLean,  VA  22102  703-903-2000 
CEO:  Leland  C  Brendsel               Fax:  703-903-2239 

Federal  National  Mortgage     Lease  &  finance 
3900  Wisconsin  Avenue  NW  http://www.fanniemae.com 
Washington,  DC  20016-2899  202-752-7000 
CEO  James  A  Johnson                 Fax:  202-752-3808 

Federated  Dept  Stores 

7  West  Seventh  Street 
Cincinnati.  OH  45202 
CEO:  Allen  Questrom 

Department  stores 

513-579-7000 
Fax:  513-579-7555 

FHP  International 

9900  Talbert  Avenue 
Fountain  Valley,  CA  92708-800 
CEO:  Westcott  W  Price  III 

Health  care  services 
http://www.fhp.com 
)  714-963-7233 
Fax:  714-378-5555 

Fidelity  Federal  Bank 

PO  Box  1631 

Glendale,  CA  91209-1631 
CEO:  Richard  M  Greenwood 

Thrift 

818-549-3116 
Fax:  818-549-3499 

Fifth  Third  Bancorp 

38  Fountain  Square  Plaza 
Cincinnati,  OH  45263 
CEO:  George  A  Schaefer  Jr 

Regional  bank 
http://www.53.com 

513-579-5300 
Fax:  513-579-5226 

Fina 

PO  Box  2159 

Dallas.  TX  75221-2159 

CLU  Ron  W  Haddock 

Miscellaneous  energy 

214-750-2400 
Fax:  214-/50-2399 

Finova  Group 

P0  Box  2209 

Phoenix.  AZ  85002-2209 

CLO:  Samuel  L  Lichentield 

Lease  &  finance 
httpV/www. finova  com 
602-207-4900 
Fax  602-207-4099 

First  American  Corp 

First  American  Center 
Nashville.  TN  37237-0708 
CEO:  Dennis  C  Bottorff 

Regional  bank 
615-748-2000 

r *     ri c  Tin  on i n 

Fax:  615-748-2412 

First  Bank  System 

601  Second  Avenue  South 
Minneapolis.  MN  55402-4302 
CEO:  John  F  Grundhoter 

Regional  bank 

612-973-1111 
Fax:  612-973-40/2 

First  Chicago  NBD 

One  First  National  Plaza 
Chicago.  IL  60670 
CEO:  Verne  G  Istock 

Multinational  bank 
http://www.fcnbd.com 
312-732-4000 
Fax:  312-732-6092 

First  Citizens  BancShares        Regional  bank 
PO  Box  27131                httpV/www  firstcitizens.com 
Raleigh,  NC  27611-7131  919-755-7000 
CEO:  Lewis  R  Holding                 Fax:  919-755-2844 

First  Colony 

901  East  Byrd  Street 
Richmond.  VA  23219 
Ltu  Bruce  t  ijOttwaiu  Jr 

Life  &  health  insurance 
http://firstcolonyhfe.com 
804-775-0300 

Ciw   QAA  C1Q  7A1A 

rax:  0U4-biy-/UoU 

First  Commerce 

201  St  Charles  Avenue 
New  Orleans.  LA  70170 
CEO:  Ian  Arnof 

Regional  bank 

504-561-1371 
Fax:  504-582-1014 

First  Commercial 

PO  Box  1471 

Little  Rock.  AR  72203 

CEO:  Barnett  Grace 

Regional  bank 

501-371-7000 
Fax:  501-371-7413 

First  Data 

401  Hackensack  Avenue 
Hackensack.  NJ  07601 
CEO:  Henry  C  Duques 

Business  services 

201-525-4700 
Fax  201-342-0402 

First  Empire  State 

One  M  &  T  Plaza 
Buffalo.  NY  14240 
CEO.  Robert  G  Wilmers 

Regional  bank 

716-842-5138 
Fax:  716-842-5021 

First  Financial  Corp 

1305  Main  Street 
Stevens  Point,  Wl  54481 
CEO  John  C  Seramur 

Regional  bank 

715-341-0400 
Fax:  715-345-4139 

First  Hawaiian 

PO  Box  3200 
Honolulu,  HI  96847 
CEO:  Walter  A  Dods  Jr 

Regional  bank 
http://www.fhb.com 

808-525-7000 
Fax:  808-533-7844 

First  Interstate  Bancorp 

PO  Box  54068 

Los  Angeles.  CA  90054 

CEO:  William  E  B  Siart 

Regional  bank 

213-614-3001 
Fax:  213-614-3741 

First 'National  of  Nebraska       Regional  bank 
1620  Dodge  Street 

Omaha.  NE  68102  402-341-0500 
CEO:  John  R  Launtzen                 Fax:  402-342-4332 

First  of  America  Bank 

211  South  Rose  Street 
Kalamazoo.  Ml  49007-5264 
CEO  Daniel  R  Smith 

Regional  bank 

616-376-9000 
Fax:  616-376-7016 
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FREE  INFORMATION 


THE  ADVERTISERS  APPEARING  IN  THIS  EDITION  Of  FORBES  WOULD  LIKE 
TO  SEND  YOU  MORE  INFORMATION  ABOUT  THEIR  PRODUCTS/SERVICES. 

Advertisers  are  listed  by  number.  Simply  circle  the  number(s)  on  the  attached  post-paid  card 
of  the  advertiser(s)  you're  interested  in.  If  the  card  is  missing,  circle  the  number(s)  on  this 
page  and  mail  it  to  FORBES  Reader  Service  Center,  650  South  Clark,  Chicago,  IL  60605-991 2 
or  fax  it  to  312-922-3165. 


FOR  FREE  INFORMATION  ON  ADVERTISERS  LISTED: 

BY  MAIL: 

Fill  out  the  attached  post-paid  card 
BY  PHONE: 
Call  1-800-463-6903 
BY  FAX: 

Fax  attached  card  or  form  to  312-922-3165 


ANNUAL  REPORTS  

1.  Archer  Daniels  Midland  Company 

2.  Freeport-McMoRan  Inc. 

3.  Freeport-McMoRan  Copper  &  Cold 

4.  Phillips  Petroleum  Company 

5.  Rockwell 

6.  United  Technologies  Corporation  -  UTC 
AREA  DEVELOPMENT  

7.  AdvantageWest 

8.  Arkansas  Industrial  Development 
Commission 

9.  Jacksonville  Chamber  of  Commerce 
1-800-892-7910 

10.  North  Carolina  Department  of 
Economic  Development 

11.  Virginia  Department  of  Economic 
Development  804-371-8202, 
fax  804-786-1121 

BUSINESS  TO  BUSINESS  

1 2.  American  Institute  of  Architects 

1 3.  Black  &  Veatch 

14.  Blue  Cross  Blue  Shield  Association 
1-800-244-BLUE.* 

15.  Cessna  Aircraft  Company 

16.  Cushman  &  Wakefield 

17.  FEMSA 

18.  CE  Information  Services 

19.  Hotel  Marquis  Reforma 

20.  Hyundai  Croup 

21 .  Intecom 

22.  Johnson  Controls,  Inc. 

23.  Mercer  Management  Consulting 

24.  National  Business  Aircraft 
Association/General 

Aviation  Manufacturers  Association 

25.  Praxair,  Inc. 

26.  Royal  Insurance 

27.  Sprint  Business  Service  Croup 

28.  TAIWAN.  The  Marketplace  for  Innovalue 

29.  United  Cerebral  Palsy  Associations 

FINANCIAL  SERVICES  __ 


30.  American  Express  Financial  Advisors  Inc. 

1  -800-GET-ADVICE 

31.  American  General 

32.  The  American  Stock  Exchange 


33.  Bank  Julius  Baer 

34.  The  Benham  Group 
1-800-331-8331  Dept.  M6FAL 

35.  Charles  Schwab  &  Co.,  Inc. /Retirement 
Planning  Guide  1-800-310-2849 

36.  Chase  Manhattan 

37.  Citibank  Global  Finance 

38.  The  Dreyfus  Corporation 
1-800-THE-LION,  ext.  4047 

39.  The  Equitable  Companies,  Inc. 

40.  First  Union  Capital  Markets  Group 

41 .  Franklin  Tax  Free  Income  Fund 

for  your  state  1  -800-342-FUND,  ext.  F21  7 

42.  G.T.  Global  Mutual  Funds  1-800-824-1580 

43.  Guardian  Life  Insurance  Company 
of  America 

44.  Janus  Funds  1-800-525-371  3 

45.  Keefe  &  Keefe 

46.  Merrill  Lynch 

47.  Nicholas-Applegate  Mutual  Funds 
1-800-551-8043 

48.  Northwestern  Mutual  Life  Insurance 

49.  The  Principal  Financial  Group 

50.  Prudential  Securities 

51.  Putnam 

52.  Republic  National  Bank 

53.  Strong  Funds 

54.  T.  Rowe  Price  Science  &  Technology  Fund 
1-800-541-6158 

55.  T.  Rowe  Price  Variable  Annuity 
1-800-341-0790 

56.  T.  Rowe  Price  Domestic  Equity  Funds 
1-800-541-7885 

57.  Union  Bank  of  Switzerland 

58.  Zurich-American  Insurance  Group 

COMPUTER/TECHNOLOGY  

59.  Acxiom  Corporation 

60.  Edison  Electric  Institute 

61 .  Mita  Copystar  America 

62.  Procomm  Plus 

63.  Tandy  Technology  Scholars 

CONSUMER  PRODUCTS/?"™™* 

64.  Air  Travel  Card 

65.  Akasaka  Prince  Hotel  1-800-542-8686 

66.  Allen-Edmonds  Shoe  Corporation 

67.  Aurora.  By  Oldsmobile.  1-800-718-7778. 

68.  Caterpillar 

69.  Caverject 


70.  The  Cloister,  Sea  Island,  Georgia 

71 .  Cobra  Golf 

72.  Commander  Aircraft  Company 

73.  Cross  Creek  Apparel 

74.  Davidoff  of  Geneva 

75.  E.I.  duPont  de  Nemours  and  Company 

76.  Golf  Vacations  -  Hilton  Head  Island 

77.  GTEAirfone 

78.  Gucci  Timepieces 

79.  Hilton  Head  Island  -  Golf  Vacations 

80.  Kohler  Kitchen  &  Bath  Ideas 

81 .  Land  Rover 

82.  Lands'  End 

83.  Lincoln  Continental 

84.  Nikko  Hotels  International-North  America 

85.  Olympus 

86.  The  Palace  Hotel  Beijing 

87.  Preferred  Hotels  &  Resorts  Worldwide 
1-800-323-7500 

88.  Renaissance  Pen  Company  -  St.  Louis,  MO 

89.  The  Ritz-Carlton  Hotel  Company 

90.  Rolls-Royce  Motor  Cars 

91.  Silverstate  1-800-999-DALI** 

92.  SKYY  Vodka  -  "The  Intelligent  Drink" 

93.  Steelcase  Inc. 

94.  Tommy  Armour  Golf  Company 

95.  The  Waldorf  Towers 

96.  Watermen  Pens  1-800-523-2486 

97.  Westin  Hotels  &  Resorts 

*  Calls  only. 

**  Silverstate  only  sends  catalogues  to  cards 
that  include  phone  numbers. 


Name 


Title  Company 


Address 


A  SALUTE  TO 
INCOLN  CENTER 
PERFORMING  ARTS 


98.  Lincoln  Center  Consolidated 
Corporate  Fund 

99.  American  Express  Company 

100.  The  Chase  Manhattan 
Private  Bank 

1 01 .  PaineWebber 

102.  Pfizer  Inc 


City/State/Zip 


Telephone 


First  Security 

PO  Box  30006 

Salt  Lake  City,  UT  84130  0006 
CEO:  Spencer  F  Eccles 

Regional  bank 

801-246-6000 
Fax:  801-359-6928 

Ford  Motor 

PO  Box  1899 

Dearborn,  Ml  48121-1899 
CEO:  Alex  J  Trotman 

Autos  &  trucks 
http://www.ford.com/news 
313-322-3000 
Fax:  313-845-0570 

Gaylord  Container 

500  Lake  Cook  Road 
Deerfield,  IL  60015 
CEO:  Marvin  A  Pomerantz 

Packaging 

847-405-5500 
Fax:  847-405-5628 

First  Tennessee  National         Regional  bank 

PO  Box  84 

Memphis,  TN  38101  901-523-4444 
CEO:  Ralph  Horn                     Fax-.  901-523-4354 

FORE  Systems 

174  Thorn  Hill  Read 
Warrendale,  PA  15086-7535 
CEO:  Eric  Cooper 

Computer  peripherals 
http://www.fore.com 
412-772-6600 
Fax:  412-772-6500 

Gaylord  Entertainment 

One  Gaylord  Drive 
Nashville,  TN  37214 
CEO:  Earl  W  Wendell 

Broadcasting  &  movies 

615-316-6000 
Fax:  615-316-6555 

First  Union 

One  First  Union  Center 
Charlotte,  NC  28288-0013 
CEO:  Edward  E  Crutchfield 

Regional  bank 
http://www.firstunion.com 
704-374-6161 
Fax:  704-374-3425 

Foster  Wheeler 

Perryville  Corporate  Park 
Clinton,  NJ  08809-4000 
CEO:  Richard  J  Swift 

Builder 

908-730-4000 
Fax:  908-730-5300 

Genentech 

460  Point  San  Bruno  Boulevard 
South  San  Francisco,  CA  94080 
CEO:  Arthur  D  Levinson 

Drugs 

415-225-1000 
Fax:  415-225-6000 

First  USA 

1601  Elm  Street 
Dallas,  TX  75201 
CEO:  John  C  Tolleson 

Lease  &  finance 

214-849-2000 
Fax:  214-849-3748 

Foundation  Health 

3400  Data  Drive 

Rancho  Cordova,  CA  95670 

CEO:  Daniel  D  Crowley 

Health  care  services 

916-631-5000 
Fax:  916-631-5882 

General  Dynamics 

3190  Fairview  Park  Drive 
Falls  Church,  VA  22042-4523 
CEO:  James  R  Mellor 

Aerospace  &  defense 

703-876-3000 
Fax:  703-876-3125 

First  Virginia  Banks 

6400  Arlington  Boulevard 
Falls  Church,  VA  22042-2336 
CEO:  Barry  J  Fitzpatrick 

Regional  bank 

703-241-4000 
Fax:  703-241-3090 

FoxMeyer  Health 

1220  Senlac  Drive 
Carrollton,  TX  75006 
CEO:  Abbey  J  Butler 

Drugs 

214-446-4800 
Fax:  214-446-4898 

General  Electric 

3135  Easton  Turnpike 
Fairfield,  CT  06431-0001 
CEO:  John  F  Welch  Jr 

Electrical  equipment 
http://www.ge.com 
203-373-2211 
Fax:  203-373-2884 

Firstar 

PO  Box  532 
Milwaukee,  Wl  53201 
CEO:  Roger  L  Fitzsimonds 

Regional  bank 
http://www.firstar.com 
414-765-4321 
Fax:  414-/65-6040 

FPL  Group 

PO  Box  14000 

Juno  Beach,  FL  33408-0420 
CEO:  James  L  Broadhead 

Electric  util-SE 

407-694-4696 
Fax:  407-694-4718 

General  Instrument 

8770  West  Bryn  Mawr  Avenue 
Chicago,  IL  60631 
CEO:  Richard  Friedland 

Telecommunications 

312-695-1000 
Fax:  312-695-1001 

FirstFed  Financial 

401  Wilshire  Boulevard 
Santa  Monica,  CA  90401-1490 
CEO:  William  S  Mortensen 

Thrift 

310-319-6000 
Fax:  310-319-6046 

Franklin  Resources 

PO  Box  7777 

San  Mateo,  CA  94403-7777 
CEO:  Charles  B  Johnson 

Lease  &  finance 

415-312-2000 
Fax:415-574-5012 

General  Mills 

PO  Box  1113 
Minneapolis,  MN  55440 
CEO:  Stephen  W  Sanger 

Food  processor 

612-540-2311 
Fax:  612-540-4576 

FirstMerit 

III  Cascade  Plaza 
Akron,  OH  44308-1103 
CEO:  John  R  Cochran 

Regional  bank 

216-996-6300 
Fax:216-384-7133 

Freeport-McMoRan  Copper  Nonferrous  metals 
1615  Poydras  Street 

New  Orleans,  LA  70112  504-582-4000 
CEO:  James  R  Moffett 

General  Motors 

3044  West  Grand  Boulevard 
Detroit,  Ml  48202-3091 
CEO:  John  F  Smith  Jr 

Autos  &  trucks 

313-556-5000 
Fax:  313-556-5108 

Flagstar  Cos 

203  East  Main  Street 
Spartanburg,  SC  29319-0001 
CEO:  James  B  Adamson 

Restaurant  chain 
803-597-8000 

Fremont  General 

PO  Box  2208 

Santa  Monica,  CA  90407-2208 
CEO:  James  A  Mclntyre 

Property  &  casualty  ins 

310-315-5500 
Fax:  310-315-5599 

General  Nutrition  Cos 

921  Penn  Avenue 
Pittsburgh,  PA  15222 
CEO:  William  E  Watts 

Specialty  stores 

412-288-4600 
Fax:  412-338-8900 

Fleet  Financial  Group 

One  Federal  Street 
Boston,  MA  02211 
CEO:  Terrence  Murray 

Regional  bank 

617-346-4000 
Fax  617-346-5477 

Frontier 

180  South  Clinton  Avenue 
Rochester,  NY  14646-0700 
CEO:  Ronald  L  Bittner 

Telecommunications 
http://www.frontiercorp.com 
716-777-1000 
Fax:  716-325-4624 

General  Public  Utilities 

100  Interpace  Parkway 
Parsippany,  NJ  07054-1149 
CEO:  James  R  Leva 

Electric  util-NE 

201-263-6500 
Fax:  201-263-6393 

Fleetwood  Enterprises 

PO  Box  7638 

Riverside,  CA  92513-7638 
CEO:  John  C  Crean 

Recreation  equipment 

909-351-3500 
Fax:  909-351-3690 

Fruit  of  the  Loom 

233  South  Wacker  Drive 
Chicago,  IL  60606 
CEO:  William  Farley 

Wearing  apparel 

312-876-1724 
Fax:  312-993-1827 

General  Re 

PO  Box  10351 
Stamford,  CT  06904-2351 
CEO:  Ronald  E  Ferguson 

Property  &  casualty  ins 

203-328-5000 
Fax:  203-328-6474 

Fleming  Cos 

PO  Box  26647 

Oklahoma  City,  OK  73126-0647 
CEO:  Robert  E  Stauth 

Food  wholesaler 
http://www.fleming.com 
405-840-7200 
Fax:  405-841-8149 

Fulton  Financial 

PO  Box  4887 
Lancaster,  PA  17604 
CEO.  Rufus  A  Fulton  Jr 

Regional  bank 

717-291-2411 
Fax:  717-295-2695 

Genuine  Parts 

2999  Circle  75  Parkway 
Atlanta,  GA  30339 
CEO:  Larry  L  Prince 

Auto  parts 

770-953-1700 
Fax:  770-956-2211 

Florida  Progress 

PO  Box  14042 

St  Petersburg,  FL  33733 

CEO:  Jack  B  Critchfield 

Electric  util-SE 

813-824-6400 
Fax:  813-824-6527 

G 

Georgia  Gulf 

PO  Box  105197 
Atlanta,  GA  30348 
CEO:  Jerry  RSatrum 

Specialty  chemicals 

770-395-4500 
Fax  770-395-4529 

Fluor 

3333  Michelson  Drive 
Irvine,  CA  92730 
CEO:  Leslie  G  McCraw 

Builder 

714-975-2000 
Fax:  714-975-5981 

Gannett 

1109  Wilson  Boulevard 
Arlington,  VA  22234 
CEO:  John  J  Curley 

Advertising  &  publishing 
http://www.gannett.com 
703-284-6000 
Fax:  703-276-5540 

Georgia-Pacific 

PO  Box  105605 
Atlanta,  GA  30348-5605 
CEO:  Alston  D  Correll 

Paper  &  lumber 

404-652-4000 
Fax:  404-230-1675 

FMC 

200  East  Randolph  Drive 
Chicago,  IL  60601 
CEO:  Robert  N  Burt 

Diversified  chemicals 

312-861-6000 
Fax:312-861-6176 

Gap 

One  Harrison  Street 
San  Francisco,  CA  94105 
CEO:  Millard  Drexler 

Apparel  stores 

415-952-4400 
Fax:  415-896-0322 

Giant  Food             Supermarkets  &  convenience 
PO  Box  1804 

Washington.  DC  20013  301-341-4100 
CEO:  Pete  L  Manos                    Fax:  301-618-4967 

Food  Lion               Supermarkets  &  convenience 
PO  Box  1330  http://www.foodlion.com 
Salisbury,  NC  28145-1330  704-633-8250 
CEO:  Tom  E  Smith                    Fax:  704-639-1353 

Gateway  2000                  Computer  systems 
PO  Box  2000       .  http://www.gw2k.com 
North  Sioux  City,  SD  57049-2000  605-232-2000 
CEO:  Theodore  W  Waitt                Fax:  605-232-2465 

Gillette 

Prudential  Tower  Building 
Boston.  MA  02199 
CEO:  Alfred  M  Zeien 

Personal  products 

617-421-7000 
Fax:617-421-8214 

GATX 

500  West  Monroe  Street 
Chicago,  IL  60661-3676 
CEO:  Ronald  H  Zech 

Lease  &  finance 
http://iw.zacks.com 
312-621-6200 
Fax:  312-621-6646 
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Earning  the  prestigious  Business 
technology  Association  Award  as  1995 
!:opier/Eax  Manufacturer  of  the  Year  was 


uite  an  honor.  The  award  was  given  to 
s  for  our  commitment  to  service  and 
ependability.  It  means  the  investment  in 
ssearch  and  development  to  build  the 

lOSt  reliable     mJn^^Jk  Business 
*m  m^£\  Technology 

opiers  and  fax     m+  m^T\  Association* 

lachines  is  paying  off.  And  that  should 
lean  something  to  you. 

For  businesses  around  the  world,  it 
nsures  that  Toshiba  copiers  and  fax 
lachines  have  no  rival  when  it  comes  to 
erformance,  production  and  reliability  on 
daily  basis. 

TP- 


The  Toshiba  6550  copier  and 
TF  651  fax  machine 

sit  us  online  at 

tp:#www.toshiba.coni/tais/eid/pro(lucts/ 

)*J6  Toshiba  America  Information  Systems,  hie. 
immi  Imaging  Division 


And  when  it  comes  to  comparing  price 
with  performance,  our  5540/6550  copiers 
are  winning  praises  of  their 
own.  Buyers  Laboratory,  Inc. 
named  them  the  most  out- 
standing high-volume  copier 
values  of  1995. 

To  see  how  rewarding  Toshiba  reliability 
is,  call  (800)  GO-TOSHIBA.  And  put  a 
proven  winner  to  work  in  your  business. 


Buyers 
Laboratory,  Inc. 


In  Touch  with  Tomorrow 

TOSHIBA 

COPIERS  ♦  FAX 


Advertisement 
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The  Best  Medicine  for 
Workers'  Compensation  Results 


Successful  employers  are  no  longer  dosing  their  workers' 
compensation  problems  with  an  ounce  of  prevention  and  a 
pound  of  cure.  In  addition  to  managing  claim  costs,  employ- 
ers have  found  ways  to  maximize  their  loss  control  programs 
by  preventing  more  injuries  from  occurring.  Accidents  gen- 
erate enormous  costs  for  workers,  businesses  and  society.  In 
1994,  a  disabling  work  injury  occurred  every  nine  seconds. 
For  workers,  injuries  can  mean  physical  and  emotional  hard- 
ship, family  disruption  and  lower  earnings.  For  employers, 
per-injury  costs  average  more  than  $29,000  today  and  can 
significantly  erode  profits.  Improving  workplace  safety  is 
good  management  and  an  investment  in  future  productivity. 

Workers'  Compensation  Loss 
Control  Programs  Are  Crucial 

Five  years  ago  workers' 
compensation  insurance 
premiums  were  escalating, 
insurance  coverage  was 
shrinking  and  high-risk 
insurance  pools  were 
becoming  insolvent.  Then 
■  businesses  and  insurers 

»  M  began  working  together 

more  closely  to  help  correct 
systemic  problems  in  work- 
ers' compensation.  We 
attacked  the  problem  causes 
and  achieved  state  legisla- 
tive and  regulatory  reforms 
that  are  helping  to  control 
medical  costs,  curb  exces- 
sive litigation,  combat  fraud 
and  return  workers  to  the  job  sooner.  Stable  insurance 
markets  again  exist  in  Texas,  Florida,  Louisiana,  New 
Mexico,  Colorado  and  other  states. 

At  the  same  time  that  CNA  has  promoted  reforms 
to  state  workers'  compensation  systems,  we've  worked 
with  customers  to  attack  the  cause  of  accidents  by  help- 
ing them  integrate  safety  programs  into  every  part  of 
every  business  operation.  CNA  believes  that  a  truly 
effective  workers'  compensation  program  must  give 
equal  emphasis  not  only  to  post-injury  claim  costs  but 
also  to  injury  prevention. 

At  first  glance,  the  initial  investment  of  time  and 
v  in  loss  control  programs  can  appear  daunting, 
ere  are  no  quick  fixes  for  workplace  hazards,  how- 
surers  and  businesses  must  work  together  to 


Dennis  H.  Chookaszian 
Chairman  and  CEO 
CNA  Insurance  Companies 

"Insurers  and  businesses 
must  work  together  to 
identify  and  reduce  the 
causes  of  accidents." 


identify  and  reduce  the  causes  of  accidents.  In  return, 
improving  workplace  safety  offers  genuine  value  to 
workers  and  employers  in  the  form  of  a  healthier 
workforce,  better  worker  morale,  improved  productivi 
ty  and  higher  profits.  Safety  requires  long-term  invest- 
ment in  equipment,  job  redesign  and  management 
involvement,  but  the  results  can  be  dramatic: 

■  An  Ohio  contractor  decreased  accidents  from  270 
annually  to  50,  lowering  costs  by  $50  million. 

■  A  major  newspaper  reduced  lost-time  accidents  by 
34%,  cutting  costs  in  half. 

■  An  airline  caterer  set  a  three-year  goal  of  reducing 
OSHA-reportable  injuries  by  50%,  and  reached  it  in 
three  months. 


Make  Safety  a  Value, 
Not  Just  a  Priority 

Awareness,  involvement  and  action  are  the  keys  to 
workplace  safety  —  especially  from  top  management. 
Employers  that  really  want  to  make  a  difference 
manage  workplace  safety  the  same  way  they  manage 
other  job  operations. 

Ultimately,  the  goal  of  safety  programs  is  to  change 
the  behavior  of  middle  managers,  supervisors  and  line 
workers.  When  safety  is  established  as  a  clear  corporat< 
value  and  fully  integrated  into  business  operations, 
workers  will  be  continuously  alert  for  safety  hazards 
and  ways  to  eliminate  them.  Values  never  change. 
Safety  as  a  priority  will  at  times  conflict  with  other 
priorities.  When  these  conflicts  occur,  workers  may 
believe  that  safety  takes  a 
back  seat  to  profits  or  produc- 
tivity and  act  accordingly. 
Effective  safety  programs 
established  as  a  corporate 
value  will: 

M  Establish  accountability 
at  all  levels.  Create  a  safety 
plan  and  spell  out  in  writing 
the  responsibilities  of  every- 
one from  the  chairman  on 
down.  Include  measurable 
standards  of  safety  perfor- 
mance in  all  performance 
reviews  to  make  everyone 
accountable  for  safety. 


Jerry  Scannell 
President 
National  Safety  Councii 

"Safety  should  be 
established  as  a  clear 
corporate  value." 
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■  Create  a  culture  that  promotes  continuous 
improvement.  Use  information  systems  to  monitor 
accidents  and  look  for  trends.  For  example,  in  private 
industry,  more  than  28%  of  injuries  result  from 
overexertion,  while  48%  of  occupational  illnesses  are 
linked  to  repetitive  motion. 

■  Get  to  the  root  causes  of  why  accidents  are 
occurring.  Top  managers  need  to  get  out  and  see  for 
themselves.  Don't  mistake  symptoms  for  the  real 
causes  of  accidents.  Observe  workers  doing  their 
jobs,  ask  them  about  hazards  —  and  listen  to  what 
they  have  to  say. 

■  Exploit  available  loss-prevention  expertise.  Insur- 
ance companies,  professional  associations  and  loss- 
prevention  consultants  offer  skills  in  engineering, 
industrial  health  and  ergonomics. 

■  Take  aggressive  steps  to  prevent  accidents  by 
changing  environments,  attitudes  and  behaviors. 

Ensure  that  hazards  or  deficiencies  are  corrected. 
Invest  in  safer  equipment  and  facilities.  Design  in 
safety  on  new  projects.  Institute  periodic  inspections. 
Communicate  with  and  involve  employees  regularly. 
Educate  workers  so  they  can  identify  new  workplace 
hazards  and  suggest  solutions  without  management 
directives. 


Workplace  Safety  Is 
Good  Business 

Every  company  has  a  responsibility  to  furnish  its 
employees  with  a  safe  workplace.  Teledyne  manage- 
ment takes  that  responsibility  very  seriously.  We  want 
our  employees  to  work  in  safe  environments,  both 
because  it  is  right  and  because  it  is  good  business.  Our 
safety  goal  is  very  simple:  We  want  to  reduce  the  risk 
of  accidents  for  our  employees. 


While  Teledyne  believes  that  compliance  with 
state  and  federal  regulations  is  paramount,  we  also 
try  to  go  the  extra  mile.  For  example,  most  of  our 
companies  have  a  substance-abuse  testing  program 
that  allows  us  to  determine  if  illegal  drugs  or  alcohol 
contributed  to  an  accident.  We  also  mandate  that  our 
companies  form  safety  committees  whether  or  not 
they  are  required  by  OSHA. 

M         In  1993,  we  appointed  a  corporate  manager  of 
industrial  safety  to  work  directly  with  all  Teledyne 
companies.  We  also  use  the  loss-control  services  of 
our  workers'  compensation  insurer. 

We  measure  our  company  safety  results  much 
the  same  way  we  measure  our  sales  or  shipments. 
In  1993,  our  workers'  compensation  cost  per 
employee  averaged  $300.  In  1995  it  had  dropped  to 
$197.  Cost  per  injury  dropped  from  an  average  of  $4,139 
in  1993  to  $1,783  in  1995. 
These  are  meaningful  statis- 
tics. In  addition  to  the  reduced 
costs  to  Teledyne,  they  reflect 
fewer  and  less  severe  injuries 
for  our  employees,  and  thaf  s 
the  best  news  of  all. 

Many  companies  think 
that  little  can  be  done  to 
reduce  accidents  and  control 
the  cost  of  workers'  compen- 
sation claims,  but  that  is  sim- 
ply not  true.  With  a  concerted 
effort  on  the  part  of  both  man- 
agement and  employees,  safe- 
ty can  improve  and  costs  can 
be  reduced. 


William  P.  Rutledge 
Chairman  and  CEO 
Teledyne,  Inc. 

"Our  safety  goal  is 
very  simple:  Reduce  the 
risk  of  accidents.  " 


'  <^  Workplace  Safety  Resources 

For  more  information  on  developing  a  workplace 
safety  program,  contact: 

■  The  National  Safety  Council  (safety  training  and 
materials  for  all  businesses).  Call  800-621-7619. 

■  American  Society  of  Safety  Engineers  (safety 
seminars  and  conferences).  Call  847-699-2929. 

■  National  Council  on  Compensation  Insurance 
(workplace  safety  resources)  via  Internet  at 
http://bocaraton.com/ncci/  or  call  800-622-4123. 

CNA  is  the  sixth-largest  insurance  orga)iization  in  the  United  States, 
based  on  the  1994  net  written  premiums  of  member  companies,  and  a 
leading  ivorkers'  compensation  insurer.  It  is  a  multi-line  insurer  with 
nearly  100  years  of  experience,  assets  of  $59.9  billion  and  stockholders' 
equity  of  $6.7  billion  as  of  December  31,  1995.  CNA  is  a  registered 
service  mark  of  the  CNA  Financial  Corporation. 
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Glendale  Federal  Bank  FSB  Thrift 

nn  d„.,  t  inn 

rU  Box  1/uy 

http://www  glenfed.com 

filpnrialp  CA  9 1 POQ 

818-500-2000 

CEO:  Stephen  J  Trafton 

Fax:  818-409-3296 

f""  r\  1  r\  o  n  \A/  act  P  i  n  D  n  r*  i  a  1 
UUlUcll  WcM  rllldllLldl 

Thrift 
1  MM !  I 

10A1    Uirrir-stn  CHreirtt 

lyui  Harrison  Mreet 

Oakland  PA  t)4fil? 

510-446-3420 

CEO:  Marion  0  Sandler 

Fax:  510-446-4137 

Br  booaricn 

Specialty  chemicals 

3925  Embassy  Parkway 

Akrnn  (1H  44333-1799 
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216-374-2000 

CEO:  John  D  Ong 

Fax:216-374-4087 

Goodyear  Tire  &  Rubber 

Auto  parts 

1   1  A  A     r"  _  .1     n  1  .  .1,  _  i  fl,..! 

1 144  East  Market  Street 

Akrnn  flH  44^16-(10fi1 

216-796-2121 

CEO:  Samir  F  Gibara 

Fax:  216-796-2222 

\A/D  d  virc 

wk  urace 

e  i* 

Specialty  chemicals 

One  Town  Center  Road 

407-362-2000 

TU/    JUL  LUUU 

CEO:  Albert  J  Costello 

Fax:  407-362-2193 

WW  Grainger 

Business  services 

455  Knightsbridge  Parkway 

http://www.grainger.com 

Lincolnshire,  IL  60069 

847-793-9030 

CEO:  Richard  L  Keyser 

Fax:  847-793-6452 

Grand  Union           Supermarkets  &  convenience 

201  Willowbrook  Boulevard 

Wayne,  NJ  07470-0966 

201-890-6100 

CEO:  Joseph  J  McCaig 

Fax:  201-890-6671 

Great  A&P  Tea         Supermarkets  &  convenience 

2  Paragon  Drive 

Montvale,  NJ  07645 

201-573-9700 

CEO:  James  Wood 

Fax  201-930-8332 

Great  Lakes  Chemical 

Specialty  chemicals 

PO  Box  2200 

West  Lafayette,  IN  47906-0200 

317-497-6100 

CEO:  Robert  B  McDonald 

Fax:  317-497-6234 

Great  Western  Financial 

Thrift 

9200  Oakdale  Avenue 

http://www.gwf.com 

Chatsworth,  CA  91311-6519 

818-775-3411 

CEO:  John  F  Maher 

Fax:  818-775-3471 

Green  Tree  Financial 

Lease  &  finance 

345  Saint  Peter  Street 

Saint  Paul,  MN  55102-1639 

612-293-3400 

CEO:  Lawrence  M  Coss 

Fax:  612-293-3646 

GreenPoint  Financial 

Thrift 

41-60  Mam  Street 

Flushing,  NY  11355-3820 

718-6/0-7600 

CEO:  Thomas  S  Johnson 

Fax:  718-670-6064 

GTE 

Telecommunications 

One  Stamford  Forum 

http://www.gte.com 

Stamford,  CT  06904 

203-965-2000 

CEO:  Charles  R  Lee 

Fax:  203-965-3496 

Guidant 

Medical  supplies 

PO  Box  44906 

http://www.gdt.com 

Indianapolis,  IN  46244 

317-971-2000 

CEO:  Ronald  W 

Fax:317-971-2040 

H 

Halliburton 

Oilfield  services 

500  North  Akard  Street 

Dallas,  TX  75201-3391 

214-978-2600 

CEO:  Dick  Cheney 

Fax:  214-978-2611 

Hannaford  Bros 

Supermarkets  &  convenience 

PO  Box  1000 

Portland  MF  04104 

207-883,-2911 

CEO:  Hugh  G  Farnngton 

Fax:  207-885-3165 

Harcourt  General 

Advertising  &  publishing 

27  Boylston  Street 

Chestnut  Hill,  MA  02167 

617-232-8200 

CEO:  Robert  J  Tarr  Jr 

Fax:  617-739-1395 

Harley-Davidson 

Recreation  equipment 

PO  Box  653 

Milwaukee,  Wl  53201 

414-342-4680 

CEO:  Richard  FTeerlink 

Fax:  414-935-4977 

Harnischfeger  Industries       Heavy  equipment 

PO  Box  554 

Milwaukee,  Wl  53201 

414-671-4400 

CEO:  Jeffery  T  Grade 

Fax:  414-797-6405 

Harrah's  Entertainment        Hotels  &  gaming 

1023  Cherry  Road 

Memphis.  TN  38117-5423 

901-762-8600 

CEO:  Philip  G  Satre 

Fax:  901-762-8637 

Harris 

Computer  systems 

1025  West  Nasa  Boulevard 

http://www.harris.com 

Melbourne,  FL  32919 

407-727-9100 

CEO:  Phillip  W  Farmer 

Fax:  407-727-9646 

Hasbro 

Photography  &  toys 

1027  Newport  Avenue 

Pawtucket,  Rl  02862-0200 

401-431-8697 

CEO:  Alan  G  Hassenfeld 

Fax:  401-431-8467 

Hawaiian  Electric  Industries     Electric  util-W 

PO  Box  730 

http://www.hei  com 

Honolulu,  HI  96808-0730 

808-543-5662 

CEO:  Robert  F  Clarke 

Fax.  808-543-7966 

HBO  &  Co 

Hpalth  cm?  spn/irps 

301  Ppnmptpr  Ppntpr  Nnrth 
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Atlanta,  GA  30346 

770-393-6000 

CEO:  Charles  WMcCall 

Fax:  770-393-6092 

Health  Systems  Intl 

Health  care  services 

21600  Oxnard  Street 

Woodland  Hills,  CA  91367 

800-474-6676 

CEO:  Malik  M  Hasan 

Fax:  818-593-8591 

Healthsource 

Health  care  services 

Two  College  Park  Drive 

Hooksett,  NH  03106 

603-268-7000 

CEO:  Norman  C  Payson 

Fax:  603-268-7908 

HealthSouth 

Health  care  services 

Two  Perimeter  Park  South 

Birmingham,  AL  35243 

205-967-7116 

CEO:  Richard  M  Scrushy 

Hechinger 

Home  improvement  stores 

3500  Pennsy  Drive 

Landover,  MD  20785-1691 

301-341-1000 

CEO:  John  W  Hechinger  Jr 

Fax:  301-341-0980 

HJ  Heinz 

Food  processor 

PO  Box  57 

Pittsburgh,  PA  15230-0057 

412-456-5700 

CEO:  Anthony  J  F  O'Reilly 

Fax:  412-456-6128 

Hercules 

Diversified  chemicals 

Hercules  Plaza 

jrapp@herc.com 

Wilmington,  DE  19894-0001 

302-594-5000 

CEO:  Thomas  L  Gossage 

Fax:  302-594-5400 

Hershey  Foods 

Food  processor 

PO  Box  810 

http://www.hersheys.com 

Hershey,  PA  17033-0810 

717-534-6799 

CEO:  Kenneth  L  Wolfe 

Fax:  717-534-7873 

Hewlett-Packard 

Computer  systems 

3000  Hanover  Street 

http://www.hp.com 

Palo  Alto,  CA  94304 

415-857-2030 

CEO:  Lewis  E  Piatt 

Fax:  415-857-7299 

HFS 

Hotels  &  gaming 
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CEO.  Henry  R  Silverman 

Fav  901  AOQ  £0^7 
raX:  iUl-4ZB-OUD/ 

Hibernia 

Regional  bank 

rU  DUX  D1D4U 

New  urieans,  lm  /uioi 

PCn   Ctonhon  fl  kl-aneol 

utu:  oiepnen  m  nansei 
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Hillenbrand  Industries 

Medical  supplies 
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Hilton  Hotels 

Hotels  &  gaming 

9336  Civic  Center  Drive 

Beverly  Hills,  CA  90210 

310-278-4321 

CEO:  Stephen  F  Bollenbach 

Fax:  310-205-4001 

Home  Depot              Home  improvement  stores 

2455  Paces  Ferry  Road 

Atlanta,  GA  30339-4024 

770-433-8211 

CEO:  Bernard  Marcus 

Fax:  770-431-2685 

Homestake  Mining 

Nonferrous  metals 

650  California  Street 

San  Francisco,  CA  94108-2788 

415-981-8150 

CEO  Harry  M  Conger 

Fax:  415-397-5038 

Honeywell 

Electrical  equipment 

PO  Box  524  http://www.honeywell.com 

Minneapolis,  MN  55440-0524 

612-951-1000 

CEO:  Michael  R  Bonsignore 

Fax:  612-951-2294 

Horace  Mann  Educators 

Diversified  insurance 

1  Horace  Mann  Plaza 

Springfield,  IL  62715-0001 

217-789-2500 

CEO:  Paul  J  Kardos 

Fax:  217-788-5161 

Hormel  Foods 

Food  processor 

1  Hormel  Place 

Austin,  MN  55912-3680 

507-437-5611 

CEO:  Joel  W  Johnson 

Fax:  507-437-5489 

Host  Marriott 

Hotels  &  gaming 

10400  Fernwood  Road 

Bethesda.MD  20817-1  109 

301-380-9000 

CEO:  Terence  C  Golden 

Fax:  301-380-5067 

Household  International 

Lease  &  finance 

2700  Sanders  Road 

Prospect  Heights.  IL  60070-2799 

847-564-5000 

CEO.  William  FAIdmger  III 

Fax:  847-205-7452 

Houston  Industries 

Electric  util-SC 

PO  Box  4567 

Houston,  TX  77210 

713-629-3000 

CEO:  Don  0  Jordan 

Fax:  713-629-3129 

Humana 

Health  care  services 

PO  Box  1438 

http  //www.  humana.com 

Louisville,  KY  40201-1438 

502-580-1000 

CEO:  David  A  Jones 

Fax:  502-580-3615 

Huntington  Bancshares 

Regional  bank 

Huntington  Center  http://www.huntington.com 

Columbus.  OH  43287 

614-476-8300 

CEO:  Frank  Wobst 

Fax:  614-463-5284 

1 

IBP 

Food  processor 

PO  Box  515 

Dakota  City.  NE  68731 

402-494-2061 

CEO:  Robert  L  Peterson 

Fax:  402-241-2946 
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What  do  you  do  when  you  own  the  largest  single  gold  reserve 
nd  one  of  the  largest  copper  reserves  of  any  mine  in  the  world? 
ou  put  the  pedal  to  the  metal! 

Over  the  last  seven  years,  we've  not  only  dra- 
latically  increased  our  reserves,  but  we've 
lcreased  production  as  well.  By  continuing  to 
lcrease  mill  throughput,  we're  converting  reserves 
lto  cash  flow.  What's  more,  we  have  increased 
lill  throughput  to  approximately  125,000  metric 
ms  of  ore  per  day  and  we  are  developing  plans  to 
lcrease  output  to  a  significantly  higher  level  by 
ite  1998.  Yet  even  at  the  higher  rate,  we  will  still 
ave  approximately  30  years  of  proven  reserves. 


Increases  in  Mill 

Throughput 
;  1988  to  1996 


125,000* 


71,: 


57,600 


31,700 


18,600 

II 


19X8   1990  1992   1994  1996 


Our  5.7-million-acre  contract  of  work  area  sits  squarely  on 
the  New  Guinea  Mineral  Trend.  Even  more  important  is 
our  "golden  triangle"  area  which  consists  of  high- 
grade  ore  deposits  and  exciting  prospective  mineral- 
ized zones  near  our  mill  site. 

Freeport-McMoRan  is  among  the  largest  and 
lowest-cost  producers  of  copper  and  gold  in  the 
world.  We're  increasing  production,  exploration 
activities  and  the  return  to  our  shareholders.  To  find 
out  more  about  Freeport-McMoRan  Copper  &  Gold, 
call  or  write  today. 

Freeport-McMoRan 
Copper  &  Gold 

Expected  "  A  Natural  Leader0 


3 


For  a  copy  of  our  Annual  Report,  call  I  -800-285-7695  or  write  Freeport-McMoRan  Investor  Relations,  Dept.  C-4.  P.O.  Box  (il  1 19.  New  Orleans,  LA  70161 


Hyundai.  Working  Towards  > 


For  half  a  century,  Hyundai  Business  Group 
has  been  working  towards  a  single  goal.  The 
goal  of  making  this  world  a  more  comfortable 
and  better  place  to  live  for  everyone.  Today  we 
have  earned  a  place  in  your  daily  lives. 


From  chips  to  telecommunications  satellite 
From  a  full  line  of  passenger  cars  to  all  types  < 
commercial  vehicles.  From  subways  to  hig 
speed  trains.  From  infrastructure  to  turn-ke 
base  engineering  and  construction  projects. 


JTOMOBILES.  ELECTRONICS,  SHIPBUILDING,  ENGINEERING  &  CONSTRUCTION,  MACHINERY  &  EQUIPMENT,  PETROCHEMICALS,  TRADING  SJRANSPORTATIOf^ 


Very  Solid  liquids 

Its  international  quality  and  its  firm  and  determined  steps  have  prepared  FEMSA 

to  lead  the  market  in  the  XXI  century 


F  E  M  S  fl  BEER 


C>erveceria  Cuauhtemoc  Moctezuma 
has  always  been  at  the  forefront  of 
innovation.  It  has  the  largest  portfolio  of 
beers  in  Mexico  and  satisfies  the  different 
tastes  of  its  most  demanding  consumers. 
The  quality  of  its  brands  is  internationally 
renowned,  since  they  are  present  in 
countries  in  all  five  continents. 


Coca-Cola  F  E  M  S  fl 


One  of  die  largest  Coca-Cola 
franchises  in  the  world  and  an  anchor 
xittler  company  in  Latin  America, 
Coca-Cola  FEMSA  supplies  the 
Mexico  City  metropolitan  area  and 
southeast  Mexico,  and  its  operations  in 
'  Buenos  Aires,  Argentina,  have 
reaffirmed  its  leadership  position  and  consolidated  its  strategic  penetration  of 
die  attractive  markets  of  Central  and  Soudi  America. 


F  E  M  S  fl  PACKAGING 


he  companies  within  this  division 
supply  the  beverage  and  foe 
industry  with  alluminum,  metal 
.1  glass  containers,  cardboard 
boxes  and  packaging,  labels, 
botde  caps,  chemical, 
plastics  and  coolers. 

FEMSA  Packaging  uses  state-of-die-art  technology 
and  offers  internationally  competitive  prices, 
exporting  its  products  to  die  United  States, 
the  Caribbean  and  Soudi  America. 


Tin-  OXXO  chain  of  convenience 
stores  is  the  largest  in  Mexico,  with 
more  than  760  outlets  strategically 
located  in  the  nation's  main 
metropolitan  areas. 


FEMSV 

Mexico's  largest  beverage  and  packaging  group 

Foment)  Economico  Mexicano,  SA  de  C.V.  Corporate  Communications  and  Investor  Relations 
PO  Box.  2001  Monterrey,  N.L  64000  Mexico 
Phone:  (528)  32*61 50  Fax:  (528)  328-6080 
Internet:  www.femsa.com  E-mail:  invrel@femsa.com 


You're  cordially  invited  to  run  your  database  one  hundred 
times  faster*  To  keep  warehouses  of  information  at  your 
fingertips.  And  turn  queries  that  were  once  a  waste  of  time 
into  market  leverage.  Innovative  enterprises  around  the 
world  have  already  accepted.  After  all,  the  unparalleled 
industry  benchmarks  set  by  our  VLM64  technology  are  hard 
to  ignore.  As  is  the  chance  to  command 
four  billion  times  the  memory  of  32-bit  technology. 

9§3l^t!?,ES    Naturally,  Informix,  Oracle,  SAP, 

e-  ^,w-  VLM64  TECHNOLOGY. 

»«Sst    INFORMATION  IN  OVERDRIVE. 

SOFTWARE  AG  and  Sybase  are,  to  put  it  mildly,  impressed. 
Enough  to  create  advanced  applications  and  databases 
specifically  for  the  Digital  UNIX®  and  OpenVMS™ 'systems. 
Empowering  businesses  to  reap  the full  potential  of  our  64-bit, 
very  large  memory  technology.  And  put  absolute  dominance 
within  your  grasp.  To  reserve  your  place, 
WHATEVER  IT  TAKES SM  call  1-800-DIGITAL  (press  4),  visit  us  at 
http://www.digital.com  or  e-mail  to  moreinfo@digital.com. 

ACA 

•Performance  information,  benchmarked  by  Oracle  Corporation,  running  0racle7.™  Details  available  upon  request  'Complex  queries  performance 
testing  based  on  five-way  joins  and  ad  hoc  queries  based  on  three-way  joins  <^1996  Digital  Equipment  Corporation.  Digital,  the  DIGITAL  logo  and 
OpenVMS  are  trademarks  and  Whatever  It  Takes  is  a  service  mark  of  Digital  Equipment  Corp.  UNIX  is  a  registered  trademark  in  the  United  States 
and  other  countries,  licensed  exclusively  through  X/Open  Company,  Ltd.  Digital  UNIX  V3.2  on  Alpha  is  an  X/Open  UNIX93  branded  product. 
Oracle?  is  a  trademark  of  Oracle  Corporation.  All  other  products  are  trademarks  or  registered  trademarks  of  their  respective  companies. 
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Sovereign  Bancorp 

PO  Box  12646 
Reading,  PA  19612 
CEO:  Jay  S  Sidhu 

Thrift 

610-320-8400 
Fax:  610-320-8448 

Sun  Microsystems 

2550  Garcia  Avenue 
Mountain  View,  CA  94043-1100 
CEO:  Scott  G  McNealy 

Computer  systems 
http://www.sun.com 
415-960-1300 
Fax:  415-969-9131 

Telephone  &  Data  Systems  Telecommunications 
30  North  LaSalle  Street  http://www.teldta.com 
Chicago.  IL  60602  312-630-1900 
CEO:  LeRoyT  Carlson  Jr               Fax:  312-630-1908 

Spiegel 

3500  Lacey  Road 
Downers  Grove.  IL  60515 
CEO:  John  J  Shea 

Home  shopping 

708-986-8800 
Fax:  708-769-2121 

SunAmerica                 Life  &  health  insurance 
1  SunAmerica  Center         httpV'www. sunamerica.com 
Los  Angeles,  CA  "90067-6022  310-772-6000 
CEO:  Eh  Broad                        Fax:  310-772-6565 

Tellabs 

4951  Indiana  Avenue 
Lisle.  IL  60532 
CEO:  Michael  J  Buck 

Computer  peripherals 
http.//www  tellabs.com 
708-969-8800 
Fax:  708-852-7346 

Sprint 

PO  Box  11315 
Kansas  City,  MO  64112 
CEO:  William  T  Esrey 

Telecommunications 
http.//www. sprint. com 
913-624-3000 
Fax:  913-624-3496 

Sundstrand 

P0  Box  7003 
Rockford,  IL  61125-7003 
CEO:  Robert  H  Jenkins 

Aerospace  &  defense 

815-226-6000 
Fax:  815-226-2699 

Temple-Inland 

Drawer  N 
Diboll.TX  75941 
CEO:  Clifford  J  Grum 

Packaging 

409-829-2211 
Fax:  409-829-3333 

Standard  Federal  Bancorp  Thrift 
2600  West  Big  Beaver  Road 

Troy,  Ml  48084  810-643-9600 
CEO  Thomas  R  Ricketts               Fax:  810-637-2782 

SunTrust  Banks 

PO  Box  4418 
Atlanta,  GA  30302 
CEO  James  B  Williams 

Regional  bank 

404-588-7711 
Fax:  404-827-6173 

Tenet  Healthcare 

PO  Box  4070 

Santa  Monica,  CA  90411-4070 
CEO:  Jeffrey  C  Barbakow 

Health  care  services 

310-998-8000 
Fax:  310-998-8329 

Stanley  Works 

1000  Stanley  Drive 
New  Britain,  CT  06053 
CEO:  Richard  H  Ayers 

Misc  industrial  equip 

203-225-5111 
Fax:  203-827-3895 

Supervalu 

P0  Box  990 

Minneapolis,  MN  55440 
CEO:  Michael  W  Wright 

Food  wholesaler 

612-828-4000 
Fax:  612-828-8998 

Tenneco 

1275  King  Street 
Greenwich.  CT  06831-2946 
CEO:  Dana  G  Mead 

Heavy  equipment 

203-863-1000 
Fax:  203-863-1130 

Staples 

PO  Box  9328 

Framingham,  MA  01701-9328 
CEO:  Thomas  G  Sternberg 

Specialty  stores 
http  //www. staples. com 
508-370-8500 
Fax:  508-370  8956 

Synovus  Financial 

PO  Box  120 

Columbus,  GA  31902-0120 
CEO:  James  H  Blanchard 

Regional  bank 

706-649-2387 
Fax:  706-649-2342 

Teradyne 

321  Harrison  Avenue 

Boston,  MA  02118 

CEO:  Alexander  V  d'Arbeloff 

Computer  systems 
http://www.teradyne.com 
617-482-2700 
Fax:  617-422-2910 

Star  Banc 

PO  Box  1038 

Cincinnati,  OH  45201-1038 
CEO:  Jerry  A  Grundhofer 

Regional  bank 

513-632-4000 
Fax:  513-632-5512 

Sysco 

1390  Enclave  Parkway 
Houston,  TX  77077-2099 
CEO:  Bill  M  Lindig 

Food  wholesaler 

713-584-1390 
Fax  713-584-1188 

Terra  Industries 

PO  Box  6000 

Sioux  City.  IA  51102-5000 
CEO:  Burton  M  Joyce 

Specialty  chemicals 

712-277-1340 
Fax:  712-233-3648 

State  Street  Boston 

Box  351 

Boston,  MA  02101 
CEO:  Marshall  N  Carter 

Regional  bank 
httpV/www.statestreet.com 
617-786-3000 
Fax:  617-654-3336 

T 

Texaco 

2000  Westchester  Avenue 
White  Plains,  NY  10650 
CEO:  Alfred  C  DeCrane  Jr 

International  oil 
http://www.texaco.com 
914-253-4000 
Fax:  914-253-7753 

Sterling  Chemicals 

1200  Smith  Street 
Houston,  TX  77002-4312 
CEO  J  Virgil  Waggoner 

Specialty  chemicals 

713-650-3700 
Fax:  713-654-9551 

Tandem  Computers 

19333  Vallco  Parkway 
Cupertino,  CA  95014-2599 
CEO.  Roel  Pieper 

Computer  systems 
http://www.tandem.com 
408-285-6000 
Fax:  408-285-6938 

Texas  Instruments 

PO  Box  655474 
Dallas.  TX  75265 
CEO:  Jerry  R  Junkins 

Computer  peripherals 

214-995-2011 
Fax:  214-995-2632 

Stone  Container 

150  North  Michigan  Avenue 
Chicago,  IL  60601-7568 
CEO:  Roger  W  Stone 

Packaging 

312-346-6600 
Fax:  312-580-4919 

Tandy 

PO  Box  17180 

Fort  Worth,  TX  76102 

CEO: John  V  Roach 

Electronics  stores 
http://www.tandy.com 
817-390-3700 
Fax  817-390-2647 

Texas  Utilities 

1601  Bryan  Street 
Dallas,  TX  75201-3411 
CEO:  Erie  Nye 

Electric  util-SC 
214-812-4600 

Stop  &  Shop  Cos 

PO  Box  369 
Boston,  MA  02101 
CEO:  Robert  G  Tobm 

Supermarkets  &  convenience 

617-380-8000 
Fax:617-770-6416 

TCF  Financial 

801  Marquette  Avenue 
Minneapolis,  MN  55402-3475 
CEO:  William  A  Cooper 

Thrift 

612-661-6500 
Fax:  612-333-2160 

Textron 

40  Westminster  Street 
Providence,  Rl  02903-2525 
CEO:  James  F  Hardymon 

Aerospace  &  defense 
http://www.textron.com 
401-421-2800 
Fax:  401-457-2220 

StrataCom 

1400  Parkmoor  Avenue 
San  Jose,  CA  95126 
CEO:  Richard  M  Moley 

Telecommunications 
http://www.stratacom.com 
408-294-7600 
Fax:  408-999-0836 

Tech  Data 

5350  Tech  Data  Drive 
Clearwater,  FL  34620 
CEO:  Steven  A  Raymund 

Computer  peripherals 
©techdata  com 
813-539-7429 
Fax:  813-538-5860 

Thermo  Electron 

PO  Box  9046 

Waltham,  MA  02254-9046 
CEO:  George  N  Hatsopoulos 

Environmental  &  waste 

617-622-1000 
Fax:617-622-1207 

Stryker 

PO  Box  4085 

Kalamazoo,  Ml  49003-4085 
CEO:  John  W  Brown 

Medical  supplies 

616-385-2600 
Fax:  616-385-1062 

TECO  Energy 

PO  Box  111 
Tampa.  FL  33601 
CEO:  Timothy  L  Guzzle 

Electric  util-SE 

813-228-4111 
Fax:  813-228-4811 

3Com 

PO  Box  58145 

Santa  Clara.  CA  95052-8145 
CEO:  Eric  Benhamou 

Computer  peripherals 
http://www.3com.com 
408-764-5000 
Fax:  408-764-5001 

Sumitomo  Bank  of  California    Regional  bank 
320  California  Street 

San  Francisco,  CA  94104  415-445-8000 
CEO:  TsuneoOnda                    Fax:  415-445-3952 

Tele-Com-Liberty  Media 

PO  Box  5630 
Denver,  CO  80217 
CEO:  Peter  R  Barton 

Broadcasting  &  movies 

303-267-5500 
Fax:  303-488-3200 

360°  Communications 

8725  WHiggms  Road 
Chicago,  IL  60631-2702 
CEO:  Dennis  E  Foster 

Telecommunications 
http://www.360c.com 
312-399-2500 
Fax  312-399-3805 

Summit  Bancorp 

PO  Box  2066 

Princeton,  NJ  08543-2066 
CEO:  T  Joseph  Semrod 

Regional  bank 

609-987-3200 
Fax  609-987-3331 

Tele-Com-TCI 

PO  Box  5630 
Denver,  CO  80217 
CEO:  Brendan  R  Clouston 

Broadcasting  &  movies 

303-267-5500 
Fax:  303-488-3200 

TIG  Holdings 

65  East  55th  Street 
New  York,  NY  10022 
CEO:  Jon  W  Rotenstreich 

Property  &  casualty  ins 

212-446-2700 
Fax:  212-371-8360 

Sun  Co 

1801  Market  Street 
Philadelphia,  PA  19103-1699 
CEO:  Robert  H  Campbell 

Miscellaneous  energy 

215-977-3000 
Fax:  215-977-3409 

Teledyne 

2049  Century  Park  East 
Los  Angeles.  CA  90067-3101 
CEO:  William  P  Rutledge 

Electrical  equipment 

310-277-3311 
Fax:  310-551-4204 

Time  Warner 

75  Rockefeller  Plaza 
New  York,  NY  10019 
CEO:  Gerald  M  Levin 

Broadcasting  &  movies 
http://pathfinder.com/Corp 
212-484-8000 
Fax:  212-489-6183 
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om 

'he  TV  series  that  features  the 
iternet's  top  Web  Sites. 


Arthur  Andersen 

www.  arthurandersen.  com 

American  Heart  Association 

www.  amhrt.  org 

Jell  Atlantic 

www.  bell-atl.  com 

Jest  Western  International,  Inc. 

www.bestwestern.com 
iigYellow 

www.bigyellow.  com 

arlson  Wagonlit  Travel 

www.travel.carlson.com 

hicago  Board  of  Trade 

www.cbot.com 


CQ's  American  Voter  <96 

voter96.cqalert.com 

EJE  RESEARCH 

www.eje.com 

Hamilton  Hallmark 

www.hh.avnet.com 

Merck  &  Co.,  Inc. 

www.  merck.  com 

National  Cattlemen's 
Beef  Association 

www.  cyberone .  com/healthy 
NationsBank 

www.nationsBank.com 


PSINet-Pipeline 

www.  usa .  pipeline .  com 

Sterling  Software 

www.  sterling,  com 

Texas  Instruments 

www.ti.com 

The  Vanguard  Group 

www.vanguard.com 
TIAA-CREF 

www.tiaa-cref.org 

1  800  MUSIC  NOW 

www.  1 800musicnow.com 


{  Seen  weekly  on:  1? 

  CNBC  -  Sunday  @  3:00  PM  EST 

CyberOne  Bravo  Network  -  Monday  @  8:00  AM  EST/PST 

Site  Development  and  Marketing  Solutions  1        »COHI  is  paid  for  and  sponsored  by  CyberOne 

information:   http://www.cyberone.com  .  1.800.31  1.8001 


Times  Mirror 

Times  Mirror  Square 
Los  Angeles,  CA  90053 
CEO:  Mark  H  Willes 

Advertising  &  puDhshing 

213-237-3700 
Fax:  213-237-2998 

Tyson  Foods 

PO'Box  2020 

Springdale,  AR  72765-2020 
CEO:  Leland  E  Tollett 

Food  processor 

501-290-4000 
Fax:  501-290-4028 

United  HealthCare 

9900  Bren  Road  East 
Minnetonka,  MN  55343 
CEO:  William  WMcGuire 

Health  care  services 

612-936-1300 
Fax.  612-936-0044 

TJX  Cos 

770  Cochituate  Road 
Framingham,  MA  01701 
CEO:  Bernard  Cammarata 

Apparel  stores 

508-390-1000 
Fax:  508-390-2091 

u 

US  Bancorp 

PO  Box  8837 
Portland,  OR  97208 
CEO:  Gerry  B  Cameron 

Regional  bank 
httpV/www  usbank.com 
503-275-6111 
Fax:  503-275-3452 

Torchmark 

2001  Third  Avenue  South 
Birmingham,  AL  35233 
CEO:  Ronald  K  Richey 

Life  &  health  insurance 

205-325-4200 
Fax:  205-325-2520 

U  S  West  Commun  Group  Telecommunications 

PO  Box  6508 

Englewood,  CO  80155-6508  303-793-6500 
CEO:  Solomon  DTrupllo 

US  Healthcare 

PO  Box  1109 
Blue  Bell.  PA  19422 
CEO:  Leonard  Abramson 

Health  care  services 
http://www.ushc.com 
215-628-4800 
Fax:  215-283-6858 

Tosco 

72  Cummings  Point  Road 
Stamford,  CT  06902 
CEO:  Thomas  D  O'Malley 

Miscellaneous  energy 

203-977-1000 
Fax:  203-964-3187 

U  S  West  Media  Group 

PO  Box  6508 

Englewood,  CO  80155-6508 
CEO:  Charles  M  Lillis 

Broadcasting  &  movies 
http://www.uswest.com 
303-793-6500 

US  Industries         Home  furnishings  &  recreation 
101  Wood  Avenue  South 

Iselin,  NJ  08830  908-767-0700 
CEO-  David  H  Clarke                  Fax:  908-767-2205 

Toys  'R'  Us 

461  From  Road 
Paramus,  NJ  07652 
CEO:  Michael  Goldstein 

Specialty  stores 

201-262-7800 
Fax:  201-262-8919 

UAL 

PO  Box  66919 
Chicago,  IL  60666 
CEO:  Gerald  Greenwald 

Airline 

http://www.ual.com 
847-952-4000 
Fax:  847-952-7347 

US  Robotics 

8100  North  McCormick  Boulevard 
Skokie,  IL  60076 
CEO:  Casey  G  Cowell 

Computer  peripherals 
http://www.usr.com 
847-982-5010 
Fax:  847-933-5551 

Trans  World  Airlines 

515  North  Sixth  Street 
St  Louis,  MO  63101 
CEO:  Jeffrey  H  Enckson 

Airline 
314-589-3000 

Ultramar 

Two  Pickwick  Plaza 
Greenwich,  CT  06830 
CEO:  Jean  Gaulin 

Miscellaneous  energy 

203-622-7000 
Fax:  203-622-7006 

US  Satellite  Broadcast 

3415  University  Avenue 
St.  Paul.  MN  55114 
CEO:  Stanley  E  Hubbard 

Broadcasting  &  movies 
http://www.ussbtv.com 
612-645-4500 
Fax:  612-659-7088 

Transamerica 

600  Montgomery  Street 
San  Francisco,  CA  94111 
CEO:  Frank  C  Hernnger 

Life  &  health  insurance 

415-983-4000 
Fax:415-983-4165 

UMB  Financial 

PO  Box  419226 

Kansas  City,  MO  64141-6226 

CEO:  R  Crosby  Kemper 

Regional  bank 
httpV/www  umb.com 
816-860-7000 
Fax:  816-860-5675 

United  Technologies 

One  Financial  Plaza 
Hartford.  CT  06101 
CEO:  George  David 

Aerospace  &  defense 
http://www.utc.com 
203-728-7000 
Fax:  203-728-7979 

Transatlantic  Holdings 

80  Pine  Street 
New  York,  NY  10005 
CEO:  Robert  FOrlich 

Property  &  casualty  ins 

212-770-2000 
Fax:  212-785-7230 

Unicom 

PO  Box  A-3005 
Chicago,  IL  60690-3005 
CEO:  James  J  O'Connor 

Electric  util-NC 
http://www.ucm.com 
312-394-7399 
Fax:  312-394-3110 

Unitrin 

One  East  Wacker  Drive 
Chicago,  IL  60601 
CEO:  Richard  C  Vie 

Diversified  insurance 

312-661-4600 
Fax:  312-661-4690 

Travelers  Group 

388  Greenwich  Street 
New  York,  NY  10013 
CEO:  Sanford  1  Weill 

Lease  &  finance 

212-816-8000 
Fax:  212-816-8915 

Union  Bank 

350  California  Street 

San  Francisco,  CA  94104-1476 

CEO:  Kanetaka  Yosluda 

Regional  bank 
415-705-7000 

Universal 

PO  Box  25099 
Richmond.  VA  23260 
CEO:  Henry  H  Harrell 

Tobacco 

804-359-9311 
Fax:  804-254-3594 

Tribune 

435  North  Michigan  Avenue 
Chicago,  IL  60611 
CEO:  John  W  Madigan 

Advertising  &  publishing 
http://www, tribune, com 
312-222-9100 
Fax:  312-222-9670 

Union  Camp 

1600  Valley  Road 
Wayne,  NJ  07470 
CEO:  W  Craig  McClelland 

Paper  &  lumber 

201-628-2000 
Fax:  201-628-2349 

Unocal 

2141  Rosecrans  Avenue 
El  Segundo,  CA  90245 
CEO:  Roger  C  Beach 

Miscellaneous  energy 
310-726-7600 

Trinity  Industries 

2525  Stemmons  Freeway 
Dallas,  TX  75207-2401 
CEO:  W  Ray  Wallace 

Heavy  equipment 

214-631-4420 
Fax:  214-689-0824 

Union  Carbide 

39  Old  Ridgebury  Road 
Danbury,  CT  06817-0001 
CEO:  William  H  Joyce 

Diversified  chemicals 

203-794-2000 
Fax:  203-794-7031 

UNUM 

2211  Congress  Street 
Portland,  ME  04122 
CEO:  James  F  Orr  III 

Life  &  health  insurance 

207-770-2211 
Fax:  207-770-4510 

Trustmark 

PO  Box  291 

Jackson,  MS  39205-0291 
CEO  Frank  R  Day 

Regional  bank 

601-354-5111 
Fax:  601-949-6684 

Union  Electric 

PO  Box  149 

St  Louis,  MO  63166 

CEO:  Charles  W  Mueller 

Electric  util-NC 

314-621-3222 
Fax:  314-554-2888 

USAir  Group 

2345  Crystal  Drive 
Arlington,  VA  22227 
CEO:  Stephen  M  Wolf 

Airline 

703-418-7000 
Fax  703-418-5139 

TRW 

1900  Richmond  Road 
Cleveland.  OH  44124-3760 
CEO:  Joseph  T  Gorman 

Auto  parts 
http://www.trw,  com 
216-291-7000 
Fax:  216-291-0620 

Union  Pacific 

Eighth  &  Eaton  Avenues 
Bethlehem,  PA  18018 
CEO:  Drew  Lewis 

Railroad 

610-861-3200 
Fax:  610-861-3111 

USF&G 

100  Light  Street 
Baltimore,  MD  21202 
CEO:  Norman  P  Blake  Jr 

Property  &  casualty  ins 

410-547-3000 
Fax:  410-625-5682 

Turner 

375  Hudson  Street 
New  York,  NY  10014 
CEO:  Alfred  T  McNeill 

Builder 
212-229-6000 

Union  Planters 

PO  Box  387 

Memphis.  TN  38147 

CEO:  Benjamin  W  Rawlins  Jr 

Regional  bank 

901-383-6000 
Fax:  901  -383-2832 

USG 

PO  Box  6721 
Chicago.  IL  60680-6721 
CEO:  William  C  Foote 

Cement  &  gypsum 

312-606-4000 
Fax  312-606-5725 

Turner  Broadcasting 

One  CNN  Center 
Atlanta,  GA  30303 
CEO:  Robert  E  Turner 

Broadcasting  &  movies 

404-827-1700 
Fax:  404-827-4459 

Unisys 

PO  Box  500 

Blue  Bell,  PA  19424-0001 
CEO:  James  A  Unruh 

Computer  systems 
http://www.unisys.com 
215-986-4011 
Fax:  215-986-2312 

USLife 

125  Maiden  Lane 
New  York.  NY  10038 
CEO:  Greer  F  Henderson 

Life  &  health  insurance 

212-709-6000 
Fax:  212-425-8006 

Tyco  International 

One  Tyco  Park 
Exeter,  NH  03833-1108 
CEO:  L  Dennis  Kozlowski 

Misc  industrial  equip 

603-778-9700 
Fax:  603-778-7330 

United  Carolina  Bancshares     Regional  bank 

PO  Box  632 

Whiteville,  NC  28472  910-642-5131 
CEO:  E  Rhone  Sasser                  Fax:  910-642-1276 

USTInc 

100  West  Putnam  Avenue 
Greenwich.  CT  06830 
CEO:  Vincent  A  Gierer  Jr 

Tobacco 

203-661-1100 
Fax:  203-622-3250 
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ADVERTISEMENT 


Dealerscope  Consumer  Electronics  Marketplace 

Products  of  the  Month 


OLYMPIA 

Carrera  de  Luxe  MD  Typewriter 

The  Olympia  Carrera  de  Luxe  MD 
typewriter  is  the  perfect  choice  for 
the  home  office/small  office.  More 
like  a  mini-word  processor,  the 
Carrera  de  Luxe  MD  features  16K 
of  text  memory,  an  80,000  word 
spellcheck  dictionary,  20  character  display,  and  a  1 ,700 
character  lift-off  correction  memory.  For  more  information 
contact,  Hank  Van  Ballen.  |r  at  1-800-535-5415 

GE/SANY0 
Cellular  Battery  Line 

As  original  equipment 
replacement  batteries 
for  Motorola,  Nokia,  and 
Ericsson,  GE/SANYO 
offers  the  latest,  advanced 
technology  Nickel-Metal 
Hydride  and  Nickel- 
Cadmium  batteries 
available  today. 
Call  GE/SANYO  at  (619)  661-6620  for  more  information  and 
the  dealer  nearest  you! 


DELTA  WARRANTY 
Product  Plus™  Line 

Delta  Warranty  introduces  its 
Product  Plus1   line  DSS  satellite 
power  protection  unit.  It  protects 
all  connections  from  lightning 
strikes  and  power  surge  damage 
for  the  lifetime  of  the  unit  It  also 
includes  Delta's  unique  three  year  extended  manufacturer 
parts  and  labor  warranty  on  the  DSS  equipment. 
Call  1-800-472-8778  for  more  information. 


MOTOROLA 

Advisor  Gold  FLX  Pager 

Designed  for  advanced  alphanu- 
meric pager  users,  the  Advisor 
Gold  FLX  is  a  palm-sized  message 
center  with  a  4-line,  80  character 
scrolling  display.  It's  large  memory 
capacity  allows  people  to  exchange  increasing  amounts  of 
information,  such  as  news,  weather,  sports,  and  stock  quotes. 
For  more  information,  call  (212)  576-1976. 


LENMAR 

NoMEM®  Cellular  Battery 

No  more  cellular  calls  interrupted 
by  an  unexpected  dead  battery 
The  NoMEM®  Battery  from 
Lenmar  fully  charges  from  any 
level,  as  often  as  you  want 
For  more  information, 
call  1-800-NoMEM-OI 


ASK0 

Washers  and  Dryers  Save 
Money  and  the  Environment. 

Front-loading,  tumble-action 
Swedish  appliances  with  stainless 
steel  interiors.  Washers  save  about 
1 5,000  gallons  of  water  annually, 
use  half  the  detergent,  yet  produce 
a  full  load  of  noticeably  cleaner  and  fresher-smelling  clothes. 
Smaller  exterior  size  allows  for  installing  under  counters  or 
stacking  in  a  closet.  For  more  information, 
call  1-800-367-2444 


M0USEPAD  CONCEPTS 

In  today's  highly 
competitive  market, 
Mousepad  Concepts  has 
turned  the  mouse  pad 
into  a  promotional  item 
that  puts  your  name  and 

number  at  your  customer's  finger  tips.  With  our  state-of-the- 
art  printing  we  can  guarantee  customers  vibrant  colors  and 
high  definition  imaging  at  a  competitive  price  For  more 
information,  call  61 4-445-4466  and  save  10%. 
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BR  ^ 

Innovative 

Strategies 

Century : 

Creating  and  Managing  New  Growth  Partnerships 

The  Waldorf  Astoria,  New  York  City 
May  14-16,  1996 


Presented  in  Association  with: 

A.G.   Edwards,   Inc.;  American  Arbitration  Association;  Andersen  Consulting; 
ARAMARK  Corporation;  AT&T  Solutions;   Bell  Atlantic  Corporation;  Cheyenne  Softwan 
Credit  Suisse;  CS  First  Boston;  Deutsche  Bank;  Identix,  Inc.;  Johnson  Controls,  Inc. 
KPMG  Peat  Marwick  LLP;  Manpower  Incorporated;  Mercer  Management  Consulting; 

Norrell  Corporation;  Northern  Technologies  International 
Corporation;  Oppenheimer  &  Co.,  Inc.;  Sprint;  Systems  &  Computer  Technology 
Corporation  (SCT);  Thermo  Electron  Corporation  and  UNISYS. 

The  Conference: 

This  two  and  a-half-day  conference  brings  together  visionary  leaders  from  busines 
finance,  and  government  to  share  insights  and  exchange  views  on  the  unique 
collaborations  and  extraordinary  new  partnership  strategies  that  are  reshaping 
enterprise.  To  understand  how  to  create,  finance,  implement  and  manage  growth, 
make  sure  to  include  this  conference  on  your  May  calendar. 

Who  should  attend: 

•CEOs,   Presidents,  CFOs,  Strategic  Marketers  and  Other  Senior 
Executives  Responsible  for  Growing  the  Enterprise 

•Key  Underwriters  and  Members  of  the  Venture  Capital  Community 

•Equity  Analysts,  Research  Directors  and  Fund  Managers 

•Inside  and  Outside  Legal  Counsel 


oi    information,  call  800  "  547  "  627 6,  fax  203~221  ~2710 

or  visit  our  website  at  http://www.amex.com/forbes.htm 


Program 


At  A  Glance 


TUESDAY,  MAY  14 


ynote  speakers  include: 


ler  Redstone 
i  rma  n 
:om .  Inc. 


i  N.  Hatsopoulos 
:utive  Vice 
iident  and  CFO 
~mo  Electron 
)  o  r  a  t  i  o  n 


M.  Hennessy 
rman  and  CEO 
irst  Boston 


Raymond  W.  Smith 
Chairman  and  CEO 
Bell  Atlantic 
Corporation 


Thomas  C.  Quick 
P  res  i dent 

The  Quick  &  Reilly 
Group,  Inc. 


Joseph  Neubauer 
Chairman  and  CEO 
ARAMARK  Corporation 


8:45  A.M.  -  9:30  A.M. 

OPENING  OF  THE  CONFERENCE  Keynote  Address, 
Richard  F.  Syron.  Chairman,  American 
Stock  Exchange 

9:30  A.M.   -  11:00  A.M. 

SESSION  111  creating  Value  through 
Acquisition  or  Restructuring:  One  Size 
Does  Not  Fit  All 

11:15  A.M.   -  12:45  P.M. 

SESSION  211  Outsourcing  and  Financial 
Shared  Service  Centers  -  New  Strategic 
Tools  to  Drive  Competitive  Advantage 

SESSION  212  Security  in  a  World  of 
Electronic  Commerce 

1:00  P.M.   -  2:45  P.M. 

SESSION  311  Luncheon.  Hosted  by 
Deutsche  Bank  and  Identix,  Inc. 
Raymond  W.  Smith.  Chairman  and  Chief 
Executive  Officer.  Bell  Atlantic 
Corporation 


The  Hon.  Ronald  H.  Brown*.  Secretary  of 
Commerce.  United  States  of  America 

3:00  P.M.  -  4:30  P.M. 

SESSION  411  Using  Strategic  Alliances 
to  Grow 

SESSION  412  Strategic  Alliances  in  Support 
of  Global   Integrated  Facility  Management 

4:45  P.M.    -  6:15  P.M. 

SESSION  511  Reengi neeri ng  Your  Outsourcing 
Strategies 

SESSION  512  Strategic  Alliances  in  the 
Computer  Industry 

6:30  P.M. 

COCKTAIL  RECEPTION  Hosted  by  Aramark 
Corporati  on 


PRIVATE  DINNER  FOR  SPONSORS  Caspar  w. 
Weinberger.  Chairman.  Forbes  Magazine 


WEDNESDAY,    MAY  15 


8:30  A.M.   -  9:30  A.M. 

SESSION  611  keynote  Address 

Leonard  Schaffer.  Chairman  and  Chief 
Executive  Officer,  Blue  Cross  of 
California/Wellpoint  Health  Networks.  Inc . 

Mitchell  S.  Fromstein,  Chairman. 
President  and  Chief  Executive  Officer, 
Manpower  Incorporated 

9:30  A.M.   -  11:00  A.M. 

SESSION  711  Achieving  Leadership 
Positions  through  Strategic 
Telecommunications  Alliances 

11:15  A.M.   -  12:45  P.M. 

SESSION  811  Managing  Strategic  Al 1 iances :  The 
New  CEO  Challenge 

SESSION  812  The  Effective  Use  of  Spinouts 

1:00  P.M.   -  2:45  P.M. 

SESSION  911  Luncheon.  Hosted  by  Systems 
&  Computer  Technology  Corporation  (SCT) 

Joseph  Neubauer,  Chairman  and  Chief 
Executive  Officer.  ARAMARK  Corporation 


John  M.  Hennessy,  Chairman  of  the 
Executive  Board  and  Chief  Executive 
Officer,  CS  First  Boston 

3:00  P.M.  -  4:30  P.M. 

SESSION  1011  The  Resourcing  Revolution: 
Are  You  Ready? 

SESSION  1012  The  Internet  and  the 
Business  Community  -  Present  and  Future 

4:45  P.M.   -  6:15  P.M. 

SESSION  1111  The  Antitrust  Implications 
of  Strategic  Alliances 

SESSION  1112  Business  Software  Alliances 
6:30  P.M. 

COCKTAIL  RECEPTION  Hosted  by  American 
Stock  Exchange 


THURSDAY,    MAY  16 


K .   Bi  ngaman , 
.  Assistant 
irney  General 
trust  Division 
Department  of 
i  ce 


Gary  D.  Forsee 
President  and  COO 
Long  Distance 
Division 

Sprint  Corporation 


SESSION  1211  Keynote  Address 

Gary  D.  Forsee.  President  and  Chief 
Operating  Officer.  Long  Distance 
Division,  Sprint  Corporation 

9:45  A.M.   -  11:15  A.M. 


SESSION  1311  Strategic  Alliances  in  a 
World  of  Electronic  Commerce 

SESSION  1312  Dispute  Resolution  in  the 
Global  Village:  Managing  Risks  and 
Containing  Costs 

11:30  A.M.   -  1:00  P.M. 

SESSION  1411  Meeting  Competitive 
Challenges  in  the  21st  Century:  Global 
Strategic  Alliances  -  A  Viable  Option 


SESSION  1412  The  Effect  of  the 
Strategic  Alliance  on  the  Company's 
Capital  Market  Program 

1:00  P.M.   -   3:00  P.M. 

SESSION  1511  Luncheon 

Sumner  Redstone.  Chairman  of  the  Board. 
Viacom.  Inc. 

The  Hon.  Albert  Gore.  Jr.*.  Vice 
President  of  the  United  States 

3:00  P.M.  -  4:30  PM 

SESSION  1611  Innovative  Strategies  for 
Wealth  Protection  and  Wealth  Management 
for  Business  Owners.  Executives. 
Directors  and  Investors 

'Invited,  not  yet  confirmed. 


a  conference  sponsored  by 
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UtiliCorp  United 

Miscellaneous  energy 

PO  Box  13287 

http://www.utilicorp.com 

Kansas  City,  MO  64199-3287 

816-421-6600 

CEO:  Richard  C  Green  Jr 

Fax:  816-467-3590 

V 

Valero  Energy 

Miscellaneous  energy 

PO  Box  500 

San  Antonio.  TX  78292 

210-246-2000 

CEO:  William  E  Greehey 

Fax  210-246-2646 

Valley  National  Bancorp          Regional  bank 

1455  Vallev  Rnari 

itjj  vaiicy  huou 

Wayne,  NJ  07470-0558 

201-305-8800 

CEO  Gerald  H  Lipkm 

Fax:  201-305-8415 

Varian  Associates 

Computer  peripherals 

3050  Hansen  Way 

http://www-vanan.com 

Palo  Alto.  CA  94304-1000 

415-493-4000 

CEO:  J  Tracy  O'Rourke 

Fax:415-424-5754 

Varity 

Auto  parts 

672  Delaware  Avenue 

Buffalo,  NY  14209 

716-888-8000 

CEO:  Victor  A  Rice 

Fax:  716-888-8010 

Vencor 

Health  care  services 

400  West  Market  Street 

Louisville,  KY  40202 

502-569-7300 

CEO:  W  Bruce  Lunsford 

Fax  502-569-7499 

VF 

Wearing  apparel 

PO  Box  1022 

Reading,  PA  19603 

610-378-1151 

CEO  Mackey  J  McDonald 

Fax:  610-375-7261 

Viacom 

Broadcasting  &  movies 

1515  Broadway 

New  York,  NY  10036 

212-258-6000 

CEO:  Sumner  M  Redstone 

Fax:  212-258-6354 

Vons  Cos 

Supermarkets  &  convenience 

PO  Box  3338 

http://vonsshop@aol.com 

Los  Angeles,  CA  90051-1338 

818-821-7000 

CEO:  Lawrence  A  DpI  Santo 

Fax:  818-821-7934 

Vulcan  Materials 

Cement  &  gypsum 

PO  Box  530187 

Birmingham,  AL  35253-0187 

205-877-3000 

CEO:  Herbert  A  Sklenar 

Fax:  205-877-3094 

w 

Waban 

Home  improvement  stores 

PO  Box  9600 

Natick,  MA  01760 

508-651-6500 

CEO:  Herbert  J  Zarkin 

Fax:  508-651-7437 

Wachovia 

Regional  bank 

PO  Box  3099 

Winston-Salem,  NC  27150 

910-770-5000 

CEO:  Leslie  M  Baker  Jr 

Fax: 910-732-7021 

416 


Wal-Mart  Stores 

Drug  &  discount  stores 

702  Southwest  8th  Street 

Bentonville,  AR  72716-8001 

501-273-4000 

CEO:  David  D  Glass 

Fax:  501-273*4053 

Walgreen 

Drug  &  discount  stores 

200  Wilmot  Road 

http://www.walgreens.com 

Deerfield,  IL  6001-5 

708-940-2500 

CEO:  Charles  R  Walgreen  III 

Fax:  708-317-3652 

Warner-Lambert 

Drugs 

201  Tabor  Road 

Morris  Plains,  NJ  07950 

201-540-2000 

CEO:  Melvin  R  Goodes 

Fax:  201-540-7768 

Washington  Federal 

Thrift 

425  Pike  Street 

Seattle,  WA  98101 

206-624-7930 

CEO  Guy  C  Pinkerton 

Fax:  206-624-2334 

111         |_  !  J  IIH..J..._I 

Washington  Mutual 

Thrift 

PO  Box  834 

Seattle,  WA  98111 

206-461-2000 

CEO  Kerry  K  Killinger 

Fax:  206-554-2778 

iii       i*       l         r\  a. 

Washington  Post 

Advertising  &  publishing 

1150  15th  Street  NW 

Washington,  DC  20071 

202-334-6000 

CEO:  Donald  E  Graham 

Fax:  202-334-1031 

WellPoint  Health  Networks  Health  care  services 

21555  Oxnard  Street 

Woodland  Hills,  CA  91367 

818-703-4000 

CEO:  Leonard  D  Schaeffer 

Fax:  818-703-3253 

Wells  Fargo 

Regional  bank 

420  Montgomery  Street 

http://wellsfargo.com 

San  Francisco,  CA  94163 

415-477-1000 

CEO:  Paul  M  Hazen 

 — _ 

Western  Atlas 

Oilfield  services 

360  North  Crescent  Drive 

Beverly  Hills,  CA  90210-4867 

310-888-2500 

CEO:  Alton  J  Brann 

Fax:  310-888-2848 

Western  Digital 

Computer  peripherals 

8105  Irvine  Center  Drive 

http://www.wdc.com 

Irvine,  CA  92718 

714-932-5000 

CEO:  Charles  A  Haggerty 

Fax:  714-932-6324 

Western  National 

Life  &  health  insurance 

5555  San  Felipe  Road 

Houston,  TX  77056 

713-888-7800 

CEO:  Michael  J  Poulos 

Fax:  713-888-7893 

Western  Resources 

Electric  util-NC 

PO  Box  889 

http://www.wstnres.com 

Topeka,  KS 66601 

913-575-6300 

CEO:  John  E  Hayes  Jr 

Fax:  913-575-8061 

Westinghouse  Electric 

Electrical  equipment 

11  Stanwix  Street 

Pittsburgh,  PA  15222-1384 

412-244-2000 

CEO:  Michael  H  Jordan__ 

Fax  412-642-2466 

Westvaco 

Paper  &  lumber 

299  Park  Avenue 

New  York,  NY  10171 

212-688-5000 

CEO:  John  A  Luke  Jr 

Fax:  212-318-5050 

Weyerhaeuser 

Paper  &  lumber 

Weyerhaeuser 

Tacoma,  WA  98477 

206-924-2345 

CEO:  John  WCreightonJr 

Fax:206-924-3543 

Whirlpool 

Appliances 

2000  M-63 

Benton  Harbor,  Ml  49022-2692 

616-923-5000 

CEO:  David  R  Whitwam 

Fax:  616-923-3978 

Whitman 

Beverages 

3501  Algonquin  Road 

Rolling  Meadows.  IL  60008 

847-818-5000 

CEO:  Bruce  S  Chelberg 

Fax:  847-818-5046 

Willamette  Industries 

Paper  &  lumber 

1300  SW  Fifth  Avenue 

Portland,  OR  97201 

503-227-5581 

CEO:  Steven  R  Rogel 

Fax:  503-273-5603 

Williams  Cos 

Other  gas 

One  Williams  Center 

http://www.twc.com 

Tulsa,  OK  74172 

918-588-2000 

CEO:  Keith  E  Bailey 

Fax:  918-588-2296 

Wilmington  Trust 

Regional  bank 

1100  North  Market  Street 

Wilmington,  DE  19890-0001 

302-651-1000 

CEO:  Leonard  W  Quill 

Fax:  302-651-8010 

Winn-Dixie  Stores     Supermarkets  &  convenience 

PO  Box  B 

Jacksonville,  FL  32203-0297 

904-783-5000 

CEO:  A  Dano  Davis 

Fax:  904-783-5294 

Wisconsin  Energy 

Electric  util-NC 

PO  Box  2949 

Milwaukee,  Wl  53201 

414-221-2345 

CEO:  Richard  A  Abdoo 

Fax:  414-221-2884 

WMX  Technologies 

Environmental  &  waste 

3003  Butterfield  Road 

http://www.wmx.com 

Oak  Brook,  IL  60521 

708-572-8800 

CEO:  Dean  L  Buntrock 

Fax:  708-572-1340 

Woolworth 

Drug  &  discount  stores 

233  Broadway 

New  York,  NY  10279-0003 

212-553-2000 

CEO:  Roger  N  Farah 

Fax  212-553-2042 

WorldCom 

Telecommunications 

515  East  Amite  Street 

http://www.wcom.com 

Jackson,  MS  39201-2702 

601-360-8600 

CEO:  Bernard  J  Ebbers 

Fax:  601-360-8616 

Wm  Wrigley  Jr 

Food  processor 

410  North  Michigan  Avenue 

Chicago,  IL  60611-4287 

312-644-2121 

CEO:  William  Wrigley 

Fax:  312-644-0015 

X-Z 

Xerox 

Business  supplies 

PO  Box  1600 

http://www.xerox.com 

Stamford.  CT  06904 

203-968-3000 

CEO  Paul  A  Allaire 

Fax:  203-968-4566 

Xilinx 

Computer  software 

2100  Logic  Drive 

http://www.xilinx.com 

San  Jose.  CA  95124-3450 

408-559-7778 

CEO:  Willem  P  Roelandts 

Fax:  408-559-7114 

Yellow 

Shipping 

PO  Box  7563 

Overland  Park,  KS  66207-0563 

913-967-4300 

CEO:  A  Maurice  Myers 

Fax  913-967-4404 

York  International 

Misc  industrial  equip 

PO  Box"l592-364B 

http://www.york.com 

York.  PA  17405-1592 

717-771-7890 

CEO:  Robert  N  Pokelwaldt 

Fax:  717-771-7381 

Zions  Bancorporation 

Regional  bank 

1380  Kennecott  Building 

Salt  Lake  City,  UT  84133 

801-524-4787 

CEO:  Harris  H  Simmons 

Fax:  801-524-2136 
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When  you  think  about  why  some  CEO's  are 
ore  successful  than  others  the  answer  seems  to 
i  in  their  ability  to  make  good  strategic  choices, 
Jid  financial  choices  and  smart  people 
;cisions.  That  is  really  key  to  succeeding  at 
nning  a  business. 

Choosing  ERP/MRP  II  software  is  no  different. 
lowing  that  the  software  you  choose  is  going 
work  is  very  important.  Is  the  shipping 
spartment  delivering  what  was  promised?  Is 
anufacturing  producing  what  is  required?  Do 
I  managers  understand  our  goals,  directions 
id  performance  standards? 
In  well-managed  companies,  these  issues  are 
>t  issues  at  all.  They  are  tools  of  effective,  smart 
scision  making;  making  smart  managers  even 
larter. 

So  in  evaluating  software  choices  to  better 
n  your  organization,  Choose  Relevant  Software. 
rhy?  Relevant  provides  maximum  operating 
ficiency  by  incorporating  years  of  ERP 
:velopment  for  discrete  manufacturers  with  the 
est  advancements  in  enterprise-wide  computing 
:hnology. 

Relevant's  latest  ERP  software  offers: 
MICROSOFT®  WINDOWS  COMPATIBILITY 
GRAPHICAL  USER  INTERFACE 
MULTI-PLANT  CAPABILITY 
DEMAND  MANAGEMENT 
PROJECT  &  JOB  MANAGEMENT  WITH 
WORK  BREAKDOWN  STRUCTURE 
AVAILABLE  TO  PROMISE 

To  help  ensure  that  you  can  shape  the  future 
your  company,  or  to  receive  our  new  brochure, 
ill  1-800-4-RELEVANT, 
'ite  us  at 

/o  Annabel  Lane, 
lite  215, 
in  Ramon,  CA 
1583  or 
Wail  us  at 
s@ccnet.com 
5  your 


oice. 


Relevant  is  a  leading  developer  oi  enterprise 
wide  client/server  manufacturing  business 
solutions.  This  remarkable  capability  evolved  through 
our  partnership  with  Informix,  a  worldwide  leader  in 
high  performance  database  technology.  Both  organ- 
zations  combine  their  skills  to  provide  the  best,  most 
flexible  enterprise  management  software  available. 


U  INFORMIX' 


SHAPE  THE  FUTURE 


A  family  of  domest 
known  for  perf ormanc 


T.  Rowe  Price  fund  manager 
named  1995  Manager  of  the  Year- 
domestic  stock  funds. 

-Morningstar  Mutual  Funds,  1/19/96 


"Now,  in  the  1990s,  the  [T.  Rowe  Price] 

family  is  perhaps  best  known  for 
the  steady  performance  of  its  funds." 

-Morningstar  Mutual  Funds,  9/1/95 


''Few  fund  companies  can  now  match 

the  depth  and  quality  of 
T.  Rowe  Price's  domestic-stock  lineup." 

-Morningstar  Investor,  5/95 


+The  Morningstar  statement  is  based  on  its  proprietary  rating  system.  Morningstar  proprietary  ratings  reflect  historical  risk-adjusted  performance  as  of 
These  ratings  may  change  monthly.  Ratings  are  calculated  from  the  funds'  3-.  5-,  and  10-year  average  annual  returns  in  excess  of  90-day  Treasury  bill  returns  wi 
priate  fee  adjustments  and  a  risk  factor  that  reflects  fund  performance  below  90-day  Treasury  bill  returns.  Ten  percent  of  the  funds  in  an  investment 


uality,  and  consistency. 


In  more  than  55  years  of  managing 
vestments,  we've  tried  to  do  what's 
st  for  our  clients.  To  us  that  means 
cognizing  the  importance  not  only 
returns,  but  also  of  risk. 

We're  pleased  that  the  results  of 
ir  efforts  have  been  noted  by  others, 
large  measure,  the  Morningstar 
:ings  shown  reflect  the  thorough, 
ndamental  stock  analysis  that  backs 
ery  equity  fund  at  T.  Rowe  Price, 
rough  every  market  environment, 
^ardless  of  the  fund's  objectives  or 
anagement  style. 

To  learn  more,  call  today  for  a 
ie  report  on  any  of  our  domestic 
)ck  funds.  The  funds  were  rated 
tiong  1,441;  959;  and  513  equity  funds 
r  the  3-,  5-,  and  10 -year  periods 
ded  2/29/96,  respectively.  As  with 
Ly  stock  fund,  there  will  be  price 
ictuation.  The  minimum  investment 
$2,500  per  fund  ($1,000  for  IRAs). 
3  sales  charges. 


Morningstar  risk-adjusted  performance 
ratings  for  the  periods  ended  2/29/96t 


Fund 

Overall 

3  yr 

5  yr 

10  yr 

Balanced 

★★★★ 

★★★★ 

★★★★ 

★★★★ 

Capital  Appreciation 

*★★★ 

★★★★★ 

★★★★ 

Dividend  Growth 

★★★★★ 

★★★★★ 

Equity  Income 

★★★★★ 

★★★★★ 

★★★★★ 

★★★★★ 

Equity  Index 

★★★★ 

★★★★ 

★★★★ 

Growth  &  Income 

★★★★ 

★★★★ 

★★★★ 

★★★ 

Growth  Stock 

★★★★ 

★★★★ 

Mid-Cap  Growth 

★★★★★ 

★★★★★ 

New  America  Growth 

★★★★ 

★★★★★ 

★★★★★ 

★★★ 

New  Era 

★★★★ 

★★★ 

★*★ 

New  Horizons 

★★★★★ 

★★★★★ 

★★★ 

ore 

★★★ 

★★★★★ 

★★★★ 

★★ 

Science  &  Technology  *★★★★ 

★★★★★ 

★★★★★ 

Small-Cap  Valuetf 

★★★★★ 

★★★★ 

★★★★★ 

Spectrum  Growth 

★★★★ 

★★★★★ 

★★★★ 

The  following  funds  have  performance  records  of  less 
than  3  years  and,  therefore,  are  not  rated. 

Blue  Chip  Growth  •  Capital  Opportunity  •  Health  Sciences 
Personal  Strategy  Balanced  •  Personal  Strategy  Growth  •  Value 


Call  24  hours  for  a 
free  report  and  prospectus 

1-800-541-7885 


Invest  With  Confidence 

T.RoweFHce 


5  stars,  the  next  22.5%  receive  4  stars,  the  next  35%  receive  3  stars,  and  the  next  22.5%  receive  2  stars.  Past  performance  cannot  guarantee  future  results, 
tive  3/1/96,  this  fund  was  closed  indefinitely  to  new  investors.  Request  a  prospectus  with  more  complete  information  including  management  fees  and  other  charges 
>enses.  Read  it  carefully  hefore  you  invest  or  send  money.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor.  DEQ030720 


Andrew  Shapiro  operates  in  a  lucrative 
but  dangerous  investment  niche. 


The  gentleman  prefers 
preferreds 


By  Riva  Atlas 

In  SEPTEMBER  1992  Andrew  Shapiro, 
then  31,  was  a  portfolio  manager 
without  portfolio.  Fresh  from  un- 
winding the  junk  bond  holdings  of 
the  Belzbergs,  the  Canadian  inves- 
tors, Shapiro  was  treading  water 
teaching  finance  at  Golden  Gate  Uni- 
versity in  San  Francisco.  Unable  to  get 
a  job  as  a  money  manager,  he  dabbled 
in  the  stock  market  with  his  own 
small-change  portfolio. 

Talking  with  a  friend,  Shapiro 
stumbled  on  the  investment  idea  that 
would  deliver  him  from  the  doldrums 
of  academe.  Nu-West  Industries,  a 
fertilizer  maker  out  of  Englewood, 
Colo.,  was  shuddering  under  a  load  of 
debt  and  in  arrears  on  its  preferred 
stock  dividends.  Fertilizer  prices  were 
near  a  30-year  low,  and  the  company's 
common  stock  was  trading  for  as  little 
as  50  eents  a  share. 

The  biggest  payoff  Shapiro  saw  in 
Nu-West  was  in  its  busted  preferred 
shares,  so  called  because  the  company 
hadn't  paid  a  dividend  on  them  since 
they  came  out  in  1987.  Shapiro  was 
convinced  the  fertilizer  market  had 
hit  bottom,  but  he  wasn't  willing  to 
bet  on  Nu-West  common;  with  re- 
capitalization likely,  the  common  was 
too  far  under  water  and  might  well  be 
worthless.  The  company's  debt 
wasn't  attractive  either:  It  was  closely 
held  and  expensive.  But  the  preferred 
was  cheap. 

So  Shapiro  sank  all  of  his  spare  cash 
into  Nu-West  preferred  stock;  then  he 
borrowed  to  the  limits  of  his  margin 
account  at  his  broker.  Altogether  he 
bet  $10,000  on  the  idea,  paying  5Vs 
per  share.  By  Shapiro's  reckoning, 
that  price  represented  a  96%  discount 
on  a  stock  whose  par  value  plus  ac- 
crued  dividends  was  $133  a  share. 


Even  if  the  company  were  liquidated, 
Shapiro  figured,  the  preferred  would 
be  worth  $60  a  share. 

Liquidation  wasn't  in  the  cards  for 
Nil-West.  Fertilizer  prices  rebound- 
ed in  mid- 1993;  the  preferred  shot 
up  as  well.  Now  it's  trading  at 
156V2 — 27  times  what  Shapiro  paid 
four  years  ago.  In  1993  he  sold  half 
his  stake,  using  the  proceeds  to  start 
his  own  money  management  firm, 
San  Francisco-based  Lawndale  Capi- 
tal Management. 


The  beauty  of  the  busted  preferred 
continues  to  dazzle  Shapiro  and  his 
investors,  who  have  entrusted  him 
with  a  shade  over  $10  million.  Last 
year  Lawndale's  investments  returned 
74%  after  fees.  This  is  no  sure  thing: 
In  1994  his  performance  was  down 
36%,  but  since  inception  Lawndale 
has  returned  a  compound  annual 
27%  on  its  money. 

Busted  preferreds  are  like  junk 
bonds  at  their  lows  in  1989  and 
1990:    underfollowed    and  ineffi- 


420 
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ciently  priced.  "Preferred 
stocks  are  the  forgotten  as- 
set class,"  Shapiro  says.  Be- 
cause these  securities  are 
neither  debt  nor  equity — 
they're  a  hybrid  of  the 
two — they  are,  in  his  view, 
misunderstood  by  many 
investors.  Few  investment 
firms  follow  them. 

But  there  are  preferred 
stocks  and  preferred  stocks. 
Most  equity  investors 
won't  be  bothered  to  deci- 
pher the  special  rights  that 
differentiate  each  pre-  ■■■■ 
ferred  issue.  Like  common 
stocks,  some  preferred  shares  carry 
voting  rights,  and  holders  can  some- 
times get  board  seats  if  dividends 
aren't  paid.  Some  preferred  stocks 
have  a  fixed  maturity  while  others  are 
convertible  into  common  shares. 

In  a  way  preferreds  are  a  lot  riskier 
than  bonds.  Bond  investors  often 
shun  preferred  stocks  because  they  are 
inferior  to  debt  in  liquidation  or  re- 
capitalization. When  bonds  fail  to  pay 
interest,  the  holders  can  usually  throw 


Overlooked,  underpriced 

Company 

Security 

Recent 

Value* 

price 

Craig  Corp 

Class  A  preference 

11 

NA 

Live  Entertainment 

Series  B  convertible  preferred 

71/a 

$10 

New  Valley 

19%  Class  A  preferred 

156 

210 

Nu-West  Industries 

$11  Class  A  preferred 

156VS- 

174 

'Par  plus  accrued  divid 

;nds.   NA:  Not  applicable. 

Lawndale  Capital's 
Andrew  Shapiro 
"Preferred 
stocks  are 
the  forgotten 
asset  class," 
misunderstood 
by  investors. 


These  preferred  shares  carry  substantial 
risk  and  aren't  easy  to  find.  But  their 
discounts  make  them  worth  the  trouble. 


the  company  into  bankruptcy;  not  so 
with  preferreds  when  the  dividend 
isn't  paici. 

Another  thing  keeping  profession- 
als away  from  busted  preferreds  is  the 
thinness  of  the  market. 

But  all  these  things  that  keep  peo- 
ple away  from  busted  preferreds  tend 
to  create  bargains.  Take  Lawndale's 
current  stake  in  New  Valley  Corp. 
Controlled  by  Bennett  LeBow,  who 
has  a  knack  for  doing  well  at  his 
investors'  expense,  New  Valley 
emerged  from  bankruptcy  in  January 
1995  with  $300  million  in  cash  from 
the  sale  of  its  Western  Union  money 
transfer  business.  That  should  have 
made  the  preferred  valuable,  but  in- 
vestors didn't  trust  LeBow — and  with 
good  reason,  given  his  record 
(Forbes,  Apr.  24,  1995). 

Shapiro  figured  the  value  was  there 
all  the  same.  Soon  after  the  company 
emerged  from  bankruptcy,  he  started 
buying  the  preferred  A  shares  at  70. 

LeBow  took  $80  million  of  the  cash 
to  finance  his  raid  on  rjr  Nabisco. 
Nevertheless,  the  New  Valley  pre- 
ferred now  trades  at  156.  Including 
the  $60  per  share  in  dividends  he's 
been  paid,  Shapiro's  made  209%  on 
his  investment,  but  he's  hanging  on, 
expecting  further  gains.  The  stock  is 
$110  in  arrears  and  has  a  par  value 
of$100. 

Shapiro  figures  LeBow  can't,  in  the 
end,  shortchange  the  A  shareholders 
because  Le Bow's  own  holding  com- 
pany owns  60%  of  the  A  shares  and 
needs  income  from  them  to  service  his 
$225  million  in  junk  bonds. 

Another  Shapiro  bet:  Live  Enter- 
tainment (Forbks,  Mar.  25).  After 
emerging  from  bankruptcy  in  1993, 


the  video  distributor 
swapped  some  of  its  debt 
for  preferred  shares.  Live 
has  paid  the  5%  dividend  on 
the  paper  so  far — yet  at  a 
recent  7,  the  preferred 
trades  at  a  30%  discount  to 
its  $10  par.  The  discount  is 
the  result  of  investor  ner- 
vousness over  Live's  foray 
into  moviemaking.  But 
Shapiro  figures  that  even  if 
Live's  movies  flop,  the  vid- 
eo library — which  includes 
the  Rambo  series — is  worth 
more  than  the  market  valu- 
ation (at  recent  prices)  of 
the  preferred. 

Shapiro  also  invests  in  some  better- 
quality  stuff.  He  owns  Craig  Corp.'s 
preference  stock.  Craig  is  a  mishmash, 
with  investments  in  Stater  Brothers,  a 
California  supermarket  chain;  a  chain 
of  movie  theaters  in  Puerto  Rico;  and 
real  estate  in  Los  Angeles  and  Phoe- 
nix. Shapiro  figures  that  at  a  recent 
1 1,  it  trades  52%  below  his  estimate  of 
what  each  preference  share  would  be 
worth  in  a  liquidation  of  Craig. 

In  walking  through  the  preferred 
stock  minefield,  Shapiro  has  an  ad- 
vantage over  the  individual  investor. 
As  the  holder  of  a  law  degree,  he 
knows  what  his  rights  are.  As  an  insti- 
tutional investor,  he  can  afford  law- 
suits against  managements  that  try  to 
shortchange  preferred  holders.  In 
1993  Shapiro  heard  Nu-West  was 
planning  to  tender  for  the  preferred  at 
a  discount  price,  which  he  later  dis- 
covered was  $30  a  share.  Shapiro 
organized  a  group  representing  55% 
of  the  preferred  stockholders  and 
warned  Nu-West  that  the  group 
wouldn't  tender  at  a  discount.  The 
company  backed  off,  and  even 
though  the  preferred  still  wasn't  pay- 
ing a  dividend,  the  shares  rallied  to 
100  by  the  end  of  the  year. 

In  November  Nu-West  was  ac- 
quired by  Canada's  Agrium  Inc. 
Agrium  has  more  than  enough  cash  to 
pay  the  dividends  owed,  but  hasn't 
done  so.  Shapiro  may  join  other  share- 
holders in  hauling  Agrium  into  court. 

Busted  preferreds  are  a  bit  technical 
for  the  average  investor.  Ifyou  want  to 
play,  do  a  lot  of  homework.  Be  cau- 
tious with  your  trades.  The  market  is 
thin,  so  you  should  put  a  limit  price  on 
any  orders.  Hi 
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THE  FUNDS 


Aiming  for 
the  fences 

In  a  bull  market  Richard  Strong's  funds 
have  grown  spectacularly.  But  he's  not 
for  those  who  shun  risk  and  abhor  volatility. 


By  David  S.  Fondiller 

When  it  comes  to  advertising  no- 
loads  in  the  newspaper,  the  Strong 
family  of  funds  has  what  it  takes: 
great  returns.  The  Strong  Short- 
Term  Bond  Fund  has  earned  7.7%  a 
year  over  the  past  five 
years,  making  it  number 
two  in  the  Lipper  ranking 
for  that  category.  The 
Strong  Growth  Fund  has 
beaten  the  s&p  500  by  ten 
points  a  year  since  starting 
up  in  1993.  Ten  of  the  13 
Strong  funds  that  have 
been  around  since 
December  1990  place  in 
the  top  Lipper  quintile  for 
their  categories  over  the 
five-year  period. 

On  the  strength  of  that 
dazzling  record,  the 
Strong  funds  have  grown 
explosively,  quadrupling  in 
assets  since  1991  to  $15 
billion. 

There's  just  one  thing 
that  ought  to  give  an 
investor  pause:  This  is  a 
powerful  bull  market  that 
we're  in,  one  in  which  the 
riskiest  funds  look  the  best. 
And  the  man  running  the  ^HHi 
show  at  this  fund  family, 
Richard  Strong,  likes  to  take  risks. 

Strong  likes  to  hire  like-minded 
portfolio  managers  who  trade  active- 
ly, bin  high-flying  stocks  and  stuff 
junk  bonds  and  exotic  mortgage 
derivatives  into  their  fixed-income 
funds.  One  notable  exception: 
Richard  Weiss,  comanager  of 
Strong's  Opportunity  Fund,  a  mid- 
cap  value  fund  that  has  done  well 
without  taking  big  risks. 

If  you  are  the  nervous  sort,  most 
o!  'iie  Strong  funds  aren't  for  vou. 


In  the  last  crash  in  the  junk  bond 
market,  1989,  Strong's  assets  under 
management  shrank  by  a  quarter  in  a 
year.  Strong  is  nothing  if  not  self- 
confident.  Shortly  before  the  1987 


Strong  Funds  founder  Richard  Strong 
"I  love  to  compete  and  I  love  to  win. 


stock  market  crash,  he  built  an 
immense  headquarters  for  his  fund 
operation,  big  enough  to  house 
eight  times  as  many  employees  as  he 
then  had  on  the  payroll.  The  build- 
ing sat  partly  empty  for  six  years,  but 
in  the  end  his  success  justified  his 
optimism.  With  a  flood  of  new  cus- 
tomers to  keep  his  staff  busy,  Strong 
has  filled  that  three-story  building  in 
Menomonee  Falls,  Wis.  His  79% 
stake  in  the  fund  company  is  proba- 
blv  worth  S285  million.  New  money 


pours  in  at  the  rate  of  over  S300  mil- 
lion a  month. 

Do  all  these  customers  know  what 
they're  getting  into? 

I  .et's  look  at  some  of  the  portfo- 
lios. The  $1.1  billion  Strong  Short- 
Term  Bond  Fund  has  a  weighted 
average  maturity  of  2.6  years.  That 
short  maturity  appeals  to  risk-sensi- 
tive investors  who  know  that  long 
bonds  can  fall  tar  in  a  bear  market. 
Over  the  five  years  through  February, 
the  Salomon  Brothers  1-3  Year 
Treasury/Govern  me  nt-Spon- 
sored/Corporate  Bond  Index  would 
have  delivered  a  compound  annual 
return  of  6.8%.  The  Strong  fund  ran 
up  expenses  averaging  1%  annually. 
So  how  did  it  manage  that  7.7%  net 
return?  By  taking  risks. 

Strong's  head  of  fixed- 
"  §  income,    Bradlev  Tank, 
I  had,  as  of  Dec.  31,  14%  of 
|  the  portfolio  in  preferred 
|  stock,  bonds  from  emerg- 
ing nations  like  Poland 
and  Mexico  or  corporate 
bonds  rated  junk  by  at 
least  one  of  the  rating  ser- 
vices. Another  7%  of  the 
portfolio  was  in  debt  from 
solid  issuers  but  with  exot- 
ic features — bonds  with 
peculiar    sensitivities  to 
interest  rate  fluctuations, 
sensitivities     that  you 
would  never  suspect  from 
their  short  maturities.  The 
exotics  included  interest- 
only  pieces  of  mortgages 
(they    sometimes  crash 
when   interest   rates  go 
down);  principal-only 
pieces     (they    do  the 
reverse);  and  inverse  float- 
ing-rate pieces  that  act  like 
long-term  bonds  bought 
on  margin. 
Until  now,  manager  Tank  has 
avoided  disasters,  delivering  a  -1.8% 
return  in    1994,  the  year  when 
Orange    County   went  bankrupt 
holding  kinky  mortgage  securities. 
But  make  no  mistake,  this  is  no  gar- 
den-variety short-term  bond  fund.  It 
could  take  a  hit  to  principal  if  the 
economy  slides  into  recession  or  if 
the  yield  curve  makes  a  big  shift. 

Check  out  the  Strong  Advantage 
Fund  carefully,  too,  before  jumping 
in.  It  has  an  ultrashort  maturity  of 
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Chicago     Hong  Kong     Los  Angeles     Palm  Springs     San  Francisco    Washington,  D.C.  Maui 


Earn  A  Guaranteed  Upgrade  At  Renaissance  Hotels 
And  Resorts  With  American  Express? 


g  3112  3>lkhli  1 


AMERICAN  | 
1EXBBESS 


There's  a  new  Renaissance  taking  place,  and  you  can  find  it  at  Renaissance  Hotels  and  Resorts 
Now  that  all  Stouffer  Renaissance  Hotels  and  Resorts  have  joined 
Cards    our  family,  you  can  take  advantage  of  a  very  special  offer. 
From  April  15  -  July  31,  charge  your  stay  at  a  participating  hotel  location  with  the 
American  Express™  Card,  and  you'll  receive  a  guaranteed  upgrade  certificate  for  your  next 
stay.'  For  reservations  or  information,  call  your  travel  agent  or  1-800-HOTELS-l. 


RENAISSANCE, 

HOTELS  AND  RESORTS 
The  Mark  Of  A  Fine  Hotel. 


'Upgrade  certificate  must  be  used  by  12/31/96.  Valid  for  a  complimentary,  one-room  category  upgrade  during  your  next  stay. 
Niagara  Falls     Cologne     Edmonton     Seattle    Houston     Dallas     Austin     Nashville  Atlanta 
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THE  FUNDS 

Going  Strong,  but  for  how  long? 


Fund 

Year 

Annualized  total  return1 

Annual 

UP  DOWN 

2/29/96 

opened 

5-year 

last 

expenses 

markets 

($mil) 

12  months 

per  $100 

F  F 

Advantage  Fund 

$1000 

•  1988 

7.4% 

7.6% 

$0.83 

American  Utilities 

151 

1993 

29.4 

1.09 

Asia  Pacific 

79 

1993 

- 

18.7 

1.84 

D  C 

Asset  Allocation 

266 

1981 

10.6 

20.5 

1.22 

Common  Stock 

1,116 

1989 

24.1 

34.4 

1.24 

B  B 

Corporate  Bond 

274 

1985 

11.8 

17.8 

0.94 

Discovery  Fund 

577 

1987 

17.3 

28.4 

1.36 

B  C 

Government  Securities 

542 

1986 

10.0 

12.7 

0.82 

Growth  Fund 

735 

1993 

- 

40.8 

1.30 

High  Yield  Muni  Bond 

272 

1993 

11.0 

0.71 

International  Stock 

288 

1992 

21.9 

1.88 

C  C 

Municipal  Bond 

239 

1986 

8.0 

.  5.2 

0.85 

C  B 

Opportunity  Fund 

1,450 

1985 

18.6 

29.8 

1.28 

D  A 

Short-Term  Bond 

1,144 

1987 

7.7 

10.8 

0.92 

Short-Term  Muni  Bond 

134 

1991 

4.2 

0.77 

A  F 

Total  Return 

724 

1981 

14.3 

26.3 

1.14 

Strong's  funds 
These  are  all  the 
family  members 
large  enough  and 
old  enough  to  be 
listed  in  the 
Forbes  fund  sur- 
vey. A  bond  fund, 
even  one  with 
junk  in  its  portfo- 
lio, can  get  a 
good  down-market 
grade  if  its  aver- 
age maturity  is 
short  enough. 


*Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period.  1  Period  ending  2/29/96. 
Sources:  Forbes;  Upper  Analytical  Services. 


ten  months,  attractive  if  you  worry 
about  interest  rate  rises.  The  low  rate 
risk  explains  the  fund's  A  rating  for 
down-market  performance  in  the 
Forbks  fund  survey,  which  compares 
this  fund  to  a  universe  that  includes 
a  lot  of  long-maturity  funds.  But 
owning  the  fund  is  a  far  cry  from 
owning  a  Treasury  bill  due  in  ten 
months.  Strong  Advantage  has  28% 
of  its  assets  in  corporate  bonds  rated 
junk  by  one  or  more  of  the  rating 
agencies. 

On  the  equity  side,  Strong 
Discovery  Fund,  the  only  fund  Dick 
Strong  runs  himself,  sports  a  five- 
year  return  of  17.3%  and  a  top  rating 
from  Morningstar.  What  happens  to 
it  in  severe  down  markets?  We  can't 
tell  you.  To  get  a  Forbes  down-mar- 
ket grade,  a  fund  has  to  go  back  at 
least  to  the  crash  of  1987.  This  fund 
wasn't  around  then.  Neither  were  10 
other  of  Strong's  14  equity  funds. 

Typical  turnover  for  an  equitv 
fund  in  the  Forbes  database  is  75%, 
meaning  the  manager  turns  over  his 
portfolio  once  every  16  months  or 
so.  That's  too  passive  for  Dick 
Strong.  In  the  Discovery  Fund,  he 
swings  for  the  fences,  making  big 
shifts  among  market  sectors, 
between  small  and  large  companies, 
and  even  in  and  out  of  emerging 


markets.  Over  the  past  four  years 
Discovery's  turnover  rate  has  ranged 
from  606%  to  1,259%. 

Strong  Growth  Fund,  managed  by 
Ronald  Ogner,  returned  a  stunning 
41%  last  year,  beating  the  market  by 
three  points.  Like  his  boss,  Ogner 
trades  rapidly,  sector  surfs  and  shifts 
styles.  Turnover  is  high,  at  an  aver- 
age of  354%  over  the  past  two  years. 
The  price/earnings  ratio  for  Ogner's 
picks,  as  of  Dec.  31,  was  36,  almost 
double  that  of  the  market.  If  the  bull 
market  goes  on,  you  will  probably 
do  very  well  with  this  fund.  But 
when  the  bear  strikes,  the  fund  will 
probably  suffer  much  more  than 
most,  and  its  1.3%  expense  ratio  will 
be  a  drag. 

Strong's  career  has  been  as  volatile 
as  his  stocks.  Strong  was  fired  after 
nine  months  on  his  first  job  as  a 
bond  analyst  at  Employers  Insurance 
of  Wausau. 

Following  a  few  other  short-lived 
jobs,  he  ended  up  as  a  stock  analyst 
at  Milwaukee's  Marshall  &  Ilsley 
Bank,  where  he  met  Albert  Nicholas, 
the  well-known  growth  stock  man- 
ager. They  quit  to  form  their  own 
firm,  but  the  relationship  soured  in 
1973  when  Strong  became  too 
aggressive  for  his  mentor's  taste. 
Nicholas  tossed  him  out. 


The  following  year  Strong  founded 
Strong  Capital  Management.  "It  was 
out  of  necessity,"  says  Strong  matter- 
of-factly.  "No  one  would  hire  me." 

Strong's  darkest  hour  came  in  the 
fall  of  1989.  Having  loaded  many  of 
his  funds  with  junk  bonds  and 
takeover  stocks,  he  couldn't  dump 
the  holdings  fast  enough  when  the 
junk  bond  market  fell  apart.  Between 
November  1989  and  December 
1990,  assets  in  Strong  funds  shrank 
from  S5.3  billion  to  $4  billion. 

Strong,  now  53,  rebuilt  the  compa- 
ny by  raiding  top  talent  from  rival 
firms,  offering  portfolio  managers 
incentive-based  salaries  that  can  reach 
seven  digits.  A  more  timid  entrepre- 
neur might  have  wondered  where  the 
money  was  going  to  come  from.  But 
Strong's  bet  paid  off:  The  family  gen- 
erates some  $120  million  a  year  in 
portfolio  management  fees  now. 

"I  love  to  compete,  and  I  love  to 
win,"  says  Strong. 

Michael  Upper,  head  of  Lipper 
Analytical  Services,  opines:  "I  think 
they  read  the  rules  well  and  at  times 
go  to  extremes.  Investors  need  to 
understand  that.  In  general,  they've 
been  right  to  go  to  those  extremes — 
they  haven't  gotten  burned  yet." 
Dick  Strong  takes  big  risks.  So  far 
they've  paid  off.  ■■ 
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Kemper  Securities  is  now  EVEREN  Securities. 
We've  taken  ninety  years  of  investment  experience 
and  created  an  independent,  employee-owned 
investment  securities  firm  dedicated  to  a  new  level 
of  intense  personal  service.  At  EVEREN,  we'll  bend 
over  backwards  to  help  meet  your  needs  and  reach 

Member  NYSE  and  other  principal  exchanges.  Member  SIPC.  ©  1995,  EVEREN  Securities,  I 


Our  promise. 

your  investment  goals.  Because  as  owners,  the 
better  we  do  for  you,  the  better  we'll  do.  Call 
1-800-2-EVEREN  for  more  information  today. 


EVEREN 


SECURITIES 
A  vested  interest  in  your  success. 
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Recently,  we  announced  that  The  Dial  Corp  is  being         m.  here  are  a 

restructured  into  two  independent,  publicly-traded  com-    "^^"^^J^J^   Of  reaSOtl^ 

panies,  one  for  consumer  products,  the  other  for  services. 

This  continues  our  tradition  of  taking  decisive  action  for   why  splitting  out 

growth  --  the  kind  of  growth  that  has  helped  us  out-       f"*#"\-tf"W"l  "fl^T"   f~*~t~\  ll  fJk  *f\ C*C^ 

perform  the  rest  of  the  household  products  industry  with 

an  average  5-year  return  of  29.3  percent  (as  of  12/31/95).  stockholder  value 


©  1996,  The  Dial  Corp 


fc-  Our  new  plan  will  help  overcome  the  limiting 
ierception  of  Dial  as  a  conglomerate,  which  has 
esulted  in  a  discounted  price/earnings  multiple  in 
he  marketplace. This  is  key  to  unlocking  our  true 
alue,  improving  our  financial  flexibility  and 
xpanding  our  options  for  aggressively  pursuing 
rowth.^This  bold  restructuring  not  only  ensures 


a  future  of  greater  strategic  and  operational  flexibility,  but 

also  enables  securities  analysts  and  investors  to  make  more 

focused  decisions  based  on  each  company's  merits.  And  that 

should  put  Dial  in  a  much  stronger  position  to  continue  our 

tradition  of  reliably  enhancing  stockholder  value. 
-John  W.  Teets 
Chairman  and  Chief  Executive  Officer 
The  Dial  Corp 


The  Dial  Corp 

Profit  Through  Leadership 

If  you  would  like  to  know  more,  please  write  us  at  Department  PR,  The  Dial  Corp,  Dial  Tower,  Phoenix,  AZ  85077-2452,  or  call  800  /979-DIAL 


▲  FLOW   CONTROL    A  ANVIL/CANVIL   A  WINN    VALVES    A  HINOLE    VALVES    A  NEOTECHA   A  J.B.  SMITH 


Business  as  usual 


Business  at  Tyco 


Without  question,  the  companies  of  Tyco  International  are  hungrier  than  most. 
Performance  incentives,  minimized  bureaucracy  and  a  tenacious  workforce  are  feeding  a 
15°/o-20°/o  annual  growth  rate.  According  to  a  recent  survey  of  institutional  analysts,  Tyco 
ranked  among  the  world's  best  corporations  at  cutting  costs  while  simultaneously 
improving  productivity.  Want  to  see  how  we  do  it?  Write  us  for  a  free 
video  and  annual  report  at  P.O.  Box  10,  Nutting  Lake,  MA  01865. 
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UNLEASHING     THE     POWER     WITHIN  ▲ 
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ISPOSABLE     AND     SPECIALTY     PRODUCTS     A     KENDALL     A     ARMIN     A  LUDLOW 


THE  FORBES /BARRA  WALL  STREET  REVIEW 


BY  ERIC  S.  HARDY 


After  lagging  the  market  in  1995, 
shares  of  electric  utilities  fell  3%  in  the 
first  quarter  of  1996.  "It's  hard  for 
investors  to  get  excited  about  divi- 
dends and  utilities  when  they  see  cer- 
tain growth  stocks  that  have  doubled 
in  less  than  a  year,"  says  Morgan 
Stanley  analyst  Kit  Konolige.  Despite 
falling  share  prices  and  an  uptick  in 
interest  rates,  electric  utilities'  divi- 
dend yield  is  up  only  slightly — from 
6%  at  the  start  of  the  year  to  6.1%. 

The  only  two  utilities  that  Kono- 
lige rates  a  "strong  buy"  are  Texas 
Utilities  and  CMS  Energy.  The  latter 
yields  only  3.3%,  but  Konolige  likes 
its  unusually  high  earnings  growth 
prospects  from  its  nonregulated  busi- 
nesses like  oil  and  gas  and  indepen- 
dent power  production.  As  for  Texas 
Utilities,  Konolige  is  attracted  by  its 
safe  4.8%  yield  and  its  expansion  into 
Australia. 


The  overall  markets 


Special  focus 


With  most  companies  about  to  report 
first-quarter  earnings,  analysts  are  revis- 
ing many  of  their  full-year  forecasts.  For 
these  eight  companies,  the  moves  are 
significant:  Consensus  1996  estimates 
increased  at  least  22%  over  the  past 
month.  The  forecast  for  Coastcast,  a  golf 
club  maker,  rose  from  97  cents  a  share 
to  $1.48. 


Estimates  on  the  increase 


Company 
Capstead  Mtge 

Coastcast 

PCI  Svcs 

Russ  Berrie 


Recent  1996  1-month 
price     est  EPS    %  chg 


25 

185/8 

16 

17 


$3.17  28% 
1.48  52 


1.50 
1.05 


50 
24 


Transport  Hldgs  413/4 

Virco  Mfg  9  lA 

World  Airways  7 

Zytec  Corp  19 

Source:  IBES  Express. 


6.00  24 

1.24  22 

1.33  23 

1.50  30 


The  Barra  All-US  price  index  as  of  3/29/96 


3600 


3400 


12-month  closeup 

"Barra  index 
_i200-day  moving  average 
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'86  '87 


'89    '90    '91    '92    '93    '94    '95  '96 


Closeup  on  the  markets 


Index  or  investment 

Barra  All-US  index 

S&P/Barra  Growth  index1 

S&P/Barra  Value  index2 

Dow  Jones  industrials 

S&P  500 

NYSE 

Nasdaq 

Amex 

EAFE3 

CRB  futures  index45 
Gold  (Comex  spot) 
Yen 5  (per  $US) 
Oil  (W  Texas  Intermediate) 


2-week  change 


%  change  from 
1  year  ago       5-year  high 


0.9  % 
-0.3 

1.6 

0.0 

0.6 

1.0 

0.2 

1.8 

3.1 

1.3 
-0.1 

1.3 
-2.8 


J 


27.9% 

31.4 

32.7 

34.4 

28.9 

28.0 

34.8 

23.0 

11.3 

7.9 

0.9 
24.0 
13.7 


-1.3% 

-3.8 

-1.0 

-1.7 

-2.4 

-1.4 

-1.5 
0.0 
0.0 

-0.6 

-4.6 
-13.5 
-11.8 


The  best  and  worst  performing  stocks 


2-week 

1996 

2-week 

1996 

Best 

Price 

change 

EPS6 

Worst 

Price 

change 

EPS6 

Egghead 

10 

71% 

$0.40 

Eagle  Point  Software 

83/8 

-53% 

$0.45 

Cincinnati  Bell 

52 

56 

2.10 

Micros  Systems 

25 

-52 

1.60 

Pre-Paid  Legal  Svcs 

147/8 

45 

0.56 

Cadmus  Communications 

17i/8 

-36 

1.58 

Aphton 

15 

43 

-0.38 

Phamis 

16  3/4 

-36 

0.67 

MediSense 

44  y2 

40 

1.94 

Progress  Software 

15 

-33 

0.95 

The  best  and  worst  performing  industry  factors7 


2-week 

Since 

2-week 

Since 

Best 

change 

12/31/95 

Worst 

change 

12/31/95 

Precious  metals 

4.9% 

18.7% 

Tobacco 

-7.5% 

1.4% 

Aerospace 

4.8 

5.7 

Iron  &  steel 

-4.0 

-1.4 

Thrifts 

4.3 

-0.9 

Business  equip 

-3.4 

9.7 

Oilfield  services 

4.2 

20.3 

Hotels,  restaurants 

-3.1 

13.8 

Banks 

3.5 

9.4 

Misc  mining  metals 

-3.0 

-2.5 

Note:  Data  for  period  ending  3/29/96.  The  Barra  All-US  price  index  consists  of  all  publicly  traded  common  U.S.  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on  U.S. 
markets.  ADRs,  REITs  and  closed-end  funds  are  excluded. '  Total  return  of  a  portfolio  of  more  than  1 50  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above-average  earnings 
growth.  'Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  'A  dollar-denominated  capitalization-weighted  index  of  more 
than  1,100  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International. 4  Index  of  21  commodity  futures.  ''Source:  Knight-Ridder  Financial  Publishing.  'Estimate. 
Source:  IBES  Express.  'Shows  return  to  the  industry  factor  after  controlling  for  other  influences,  including  company  size,  value  and  growth  characteristics.  Multi-industry  firms  have  proportional  contributions  in  two 
or  more  groups.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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THE  DIVIDEND  REVIEW 


Corporate  vs.  government  yields      Corporate  dividend  revisions 


6% 


S&P  500 
w    dividend  yield 


'88        '90        '92        '94  '96 


Representative  industry  payouts2 


3000 


2500 


2000 


1500 


1000 


500 


I  Positive 

I  Negative  &  omissions 


'86      '88      '90      '92      '94  '96 

Through  3/29/96 


Industry 

Yield 

Payout 
ratio 

P/E 

Industry 

Yield 

Payout 
ratio 

P/E 

Auto  &  truck  mfg 

3.6% 

32.% 

8.7 

Paper  &  forest  prods 

2.9% 

25% 

10.4 

Banking 

3.1 

39 

12.4 

Petroleum 

3.6 

67 

19.5 

Electric  utilities 

6.1 

75 

12.7 

Pharmaceuticals 

2.2 

47 

24.2 

Food  processing 

2.1 

47 

21.8 

Retailing 

1.6 

37 

21.4 

Health  care  svcs 

0.3 

6 

31.5 

Software 

0.2 

6 

38.4 

BY  RONALD  BOONE  JR. 


In  THE  first  quartkr  U.S.  corpora- 
tions made  590  dividend  increases. 
That  compares  with  544  in  the  first 
quarter  of  1995.  At  present  payout 
rates,  the  787  Forbes  500s  companies 
will  pay  $116  billion  to  shareholders 
in  the  next  12  months. 

Despite  the  healthy  pace  of  divi- 
dend increases,  the  yield  on  the  Stan- 
dard 8c  Poor's  500  index,  2.2%, 
remains  near  record-low  territory. 
This  paltry  yield  is  likelv  to  improve, 
according  to  Howard  Kornblue, 
senior  vice  president  of  the  Pilgrim 
America  MagnaCap  Fund.  Kornblue 
believes  that  between  50%  and  60%  of 
the  large-capitalization  stocks  in  his 
portfolio  will  raise  their  dividends 
over  the  next  12  months.  "The  high 
level  of  the  stock  market  will  limit 
corporate  acquisitions,  so  companies 
will  use  their  excess  cash  to  pay  out 
more  in  dividends,"  he  says. 

Kornblue  expects  large  dividend 
hikes  in  the  energy  sector.  He's  bull- 
ish on  Chevron  (54//8),  which  vields 
3.6%.  Based  on  Kornblue's  1996 
earnings  estimate  of  $3.25  a  share, 
Chevron  sells  for  17  times  1996 
results  and  has  a  payout  ratio  of  62%. 
For  similar  reasons  Kornblue  likes 
Royal  Dutch/Shell. 


High-yielding  Forbes  500s  companies 


Forbes  500s  with  low  payout  ratios 


Company 

Price 

Yield 

Payout 
ratio3 

5-yr 
growth 
rate 

Company 

Price 

Yield 

Payout 
ratio3 

5-yr 
growth 
rate 

American  Brands 

43  % 

4.6% 

69% 

5% 

HF  Ahmanson 

23 

3.8% 

26% 

0% 

Atlantic  Richfield 

112  H 

4.9 

65 

0 

American  Financial  Group 

29  % 

3.4 

26 

4 

Consolidated  Edison 

31  % 

6.7 

71 

2 

AG  Edwards 

24% 

2.6 

27 

13 

Fina 

48 

5.0 

72 

10 

First  Financial 

20 

3.0 

28 

33 

Houston  Industries 

217/8 

6.9 

33 

0 

General  Motors 

52  % 

3.1 

22 

-12 

MidAmerican  Energy 

17  v2 

6.9 

98 

-7 

Georgia-Pacific 

70% 

2.8 

18 

4 

Oklahoma  G&E 

38  7/8 

6.8 

87 

1 

Phelps  Dodge 

67 

2.7 

17 

4 

Puget  Sound  P&L 

247/8 

7.4 

97 

1 

St  Paul  Cos 

54 

3.3 

29 

5 

Southwestern  PS 

32 

6.9 

77 

0 

Union  Camp 

513/8 

3.2 

31 

6 

Western  Resources 

29  % 

6.9 

76 

1 

USLife 

29  ^ 

3.5 

28 

1 

Except  where  noted,  data  as  of  3/15/96.  Wield  on  30-year  Treasurys  adjusted  for  inflation  using  the  trailing  12  months'  increase  in  the  Consumer  Price  Index.  Capitalization- 
weighted.  Dividends  divided  by  net  income;  all  extraordinary  items  are  excluded.  Average  during  the  latest  four  quarters.  Sources:  Market  Guide  Database  Service  and  Value  Line 
Database  Service  via  OneSource  Information  Services;  Standard  &  Poor's  Dividend  Record. 
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Software  Diner. 


CA90s 


Alberto  Donis,  Organization 
and  Systems  Manager  of 

Diners  Club  d'Italia, 
Counts  on  CA-Datacom®  to 
Count  More  Than  1,200  Billion 
Lire  in  Credit  Card  Charges 
Every  Year. 


In  Italy,  there's  one  club  everyone 
wants  to  join. 

Diners  Club  d'Italia:  Accepted  by 
110,000  of  Italy's  finest  establishments, 
Diners  Club  is  the  card 
of  choice  for  more  than 
330,000  of  Italy's  movers 
and  shakers. 

How  does  Diners  Club 
keep  track  of  millions  of  transactions 
and  1,200  billion  lire  worth  of  charges 
every  year? 

With  the  help  of  the  industry's 
most-advanced  client/server  database 
technology:  CA-Datacomf 

"Ours  is  an  extremely  competitive 
market  where  the  key  factors  to  success 
are  the  level  of  service,  speed,  flexibility 
and  the  ability  to  provide  products  and 
services  that  meet  our  customers' 
needs"  says  Alberto  Donis,  Organiza- 
tion and  Systems  Manager.  "It's  our 
job  to  correctly  identify  new  initiatives 
and  then  make  them  available  as  quick- 
ly as  possible.  Technology  is  critical. 
We  standardized  on  CA-Datacom 

because  it  can  take 
us  to  distributed 
computing  while 
protecting  our 
investment!' 

CA-Datacom 
enables  Diners 
Club  to  migrate  to 
client/server  while 


leaving  existing  applications 
unchanged.  It  gives  them  full  and 
immediate  advantage  of  the  new  rela- 
tional structure  in  a  veiy  timely  and 
cost-effective  manner. 

"I  have  to  give  them  credit','  says 
Mr.  Donis.  "CA  is  helping  us  get  to 
client/server  faster  than  any  of  our 
competitors.  In  our  business,  that's  like 
money  in  the  bank!' 

(Computer® 
Associates 

Software  superior  by  design. 


» < 1995  Computer  Associates  International.  Inc..  lslandia, 
NY  11788-7000.  1-800-225-5224.  All  product  names  refer- 
enced herein  are  trademarks  of  their  respective  companies. 
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STREETWALKER 


BY  RIUAATUS 


Retailer  redux 

«    Streetwalker  hears  that 
WtL    the  307-store  AnnTaylor 
retail  chain  is  on  the  auc- 
tion block,  courtesy  of  the  Merrill 
Lynch  hankers  w  ho  underwrote  its 
initial  public  offering  in  1991  and  still 
hold  27%  of  the  stock.  "They  know- 
it's  do  or  die  for  the  company,"  says 
our  source.  "They're  working  night 
and  day  to  sell  it." 

Business  is  lousy:  Last  year  was  a 
disaster,  and  this  February  same  store 
sales  were  dow  n  a  further  7%.  Why 
would  anyone  buy  it?  AnnTaylor's 
stores  are  in  great  locations,  and  its 
customers  remain  loyal,  despite  man- 
agement flubs  such  as  building  a 
Fifth  Avenue  flagship  store  w  ithout  an 
escalator — heresy  in  modern  retail- 
ing. Potential  buyers?  Manufacturers 
such  as  Jones  New  York  or  Liz  Clai- 
borne, or  cash-rich  competitor  the 
Limited. 

Streetwalker,  too,  flubbed  in  De- 
cember by  recommending  AnnTaylor 
as  a  short  sale  at  12%.  It  has  since 


Analyzing  the  analysts 

A      When  Digital  Equip- 

4mr~    ment  Corp.'s  shares  fell 
17%  last  month  on  disap- 
pointing earnings,  Benjamin  Zacks, 
president  of  Zacks  Investment 
Management,  was  there  to  take  some 
profits.  The  hedge  fund  he  manages 
was  short  DEC  stock. 

Zacks  manages  S40  million  in  as- 
sets, mostly  in  bullish  bets.  He  set  up  a 
small  hedge  fund  in  late  1994.  The 
stocks  he  buys  or  sells  short  reflect 
fundamental  analysis  with  this  twist: 
Zacks  looks  at  where  Wall  Street  ana- 
lysts stand  on  each  company.  Zacks 
watches  for  changes  in  analysts'  esti- 
mates on  a  given  stock;  then  checks 
which  analysts  have  been  especially 
accurate  in  their  past  views.  He  buys 
and  sells  short  accordingly. 

He  shorted  DEC  because  3  of  the 
22  analysts  who  have  done  a  good  job 
following  the  company  had  lowered 
their  estimates  well  before  the  compa- 
ny announced  its  results. 

Zacks'  database  says  the  drop  in 
technology  stocks  isn't  over.  He's 


risen  to  17%,  largely  on  the  strength 
of  the  for-sale  rumors.  What  do  we 
say  now  ?  If  you  are  short,  cover; 
shorting  a  stock  in  play  is  danger- 
ous. But  don't  buy  on  the  takeover 
rumor.  At  current  prices  there's  not 
that  much  potential  upside.  And  at 
17%,  or  26  times  estimated  1996 
profits,  this  one's  no  bargain. 


Being  shopped 


Stock  price  (ratio  scale) 
$20 


12/95 


1/96 


2/96 


3/96 


AnnTaylor's  on  the  block;  that's  why 
sales  are  in  a  slump,  but  its  stock  is  not. 


shorted  hardware  makers  IBM,  LSI 
Logic  and  Intel.  But  he  owns  software 
companies  Microsoft  and  Comput- 
er Associates. 

Zacks  says  his  analyst  database  lets 
him  spot  shifts  in  investor  sentiment. 
But  aren't  the  changes  obvious  to  all 
readers  of  brokerage  reports?  ""Some 
people  need  these  things  to  hit  them 
in  the  face,"  Zacks  says. 

Does  the  system  work?  In  a  great 
bull  market  just  about  everything 
works:  This  year  his  long  funds  are 
up  7%  after  fees;  his  hedge  fund — 
meant  to  beat  the  Treasury  bill — is 
up  3.2%.  Last  year  the  long  funds  re- 
turned 32%;  the  hedge  fund,  16.2%. 

Out  of  the  cellar 

We  liked  Hills  Stores 
Jfe    (hds)  at  7V2  (Forbes,  Nov. 
™      2(K  1995).  At  that  pnee, 
the  discount  chain  was  trading  at  just 
3. 1  times  estimated  earnings  before 
special  charges.  Since  then.  Hills 
shares  are  up  68%,  to  a  recent  12%. 
Take  your  profits  now. 


Why?  Hills  is  on  its  third  chief  exec- 
utive in  a  year.  It  faces  new  competition 
from  Wal-Mart,  Target  and  Kmart, 
but  can  afford  to  open  only  five  stores 
this  year.  And  Dickstein  Partners,  the 
hedge  fund  that  <  tusted  management  in 
a  bitter  proxy  fight  last  year,  has  been 
dumping  its  shares.  Follow  suit. 


In  good  hands 


The  re<  en  i  bond  mar- 
<W™-     ket  drop  took  insurance 
stocks  and  their  big  fixed- 
income  portfolios  down  with  it.  But 
the  selloff  has  created  some  bar- 
gains, says  Paul  Ryan,  principal  at  Pas- 
adena, Calif,  money  manager  Aca- 
cia Research.  His  top  pick  is  Allstate 
(all),  down  6%  since  February. 

At  a  recent  427/s,  Allstate  ti  ades  at 
1 0.8  times  estimated  1 996  earnings,  a 
slight  discount  to  most  property  and 
casualty  insurers.  Allstate  trades  below 
its  peers  because  its  earnings  are  more 
volatile.  Its  profits  dive  when  natural 
disasters  hit.  In  the  first  quarter,  prof- 
its could  be  oflfby  25%  because  of  the 
Northeast's  snowstorms,  says  Merrill 
Lynch  analyst  A.  Michael  Frinquelli. 

But  Allstate  earnings  should  be 
less  volatile  in  the  future,  says  Ryan, 
who  thinks  the  stock  should  trade  at 
$52,  a  21%  boost  from  current  prices. 


In  California,  where  it  insures  16%  of 
homes,  new  policies  cam'  a  higher  de- 
ductible, with  coverage  capped  at 
S500,000  per  home.  What  if  an  earth- 
quake hits?  The  state  is  setting  up  a 
fund  to  cover  shortfalls.  Allstate  w  ill 
contribute  SI 50  million  to  the  fund, 
and  its  future  liability  will  not  exceed 
S750  million.  Even  if  it  had  to  pay  all 
S900  million,  that  would  chop  just 
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33%  off  Allstate's  1996  expected 
earnings.  Further  help  could  come  if 
Florida,  where  it  controls  18%  of  the 
market,  sets  up  a  similar  fund. 

Under  construction 

With  the  stock  market 
near  record  levels,  it's 
tougher  than  ever  to  find 
equities  whose  prices  haven't  been  sky- 
jacked by  the  investing  herds.  But 
Irene  Hoover,  manager  of  the  Jurika 
&  Voyles  Mini-Cap  Fund,  has  spot- 
ted one:  Granite  Construction 
(GCCO),  which  trades  on  Nasdaq. 

Granite,  with  $895  million 
(sales),  builds  roads,  bridges  and  tun- 
nels. At  a  recent  30,  the  shares  trade 
at  just  10.9  times  estimated  1996 
earnings.  The  stock  barely  budged 
last  month  after  Granite  announced  a 
3-for-2  stock  split,  and  a  special  20- 
cent-a-share  dividend,  paid  Apr.  19. 

Hoover  thinks  Granite  has  been 
ignored  because  of  its  mere  $225  mil- 
lion in  pre-split  shares  available  to 
trade,  and  its  dependence  on  the  Cali- 
fornia economy.  With  60%  of  sales 
from  the  Golden  State,  Granite  is 
benefiting  from  the  recovery  there: 
1995  profits  jumped  46%  from  1994. 

Even  if  the  California  economy 
tanks  again,  Granite  won't  be  crip- 
pled. It  has  diversified  operations 
into  five  other  states.  One  move:  to 
acquire  Gibbons  Co.,  a  Salt  Lake 
City  construction  company,  which 
positions  Granite  well  to  bid  on 
projects  tied  to  the  Winter  Olympics, 
due  in  Salt  Lake  City  in  2002. 

Hoover  reckons  Granite  is  worth 
$42  a  share,  or  15.3  times  her  $2.75 
estimate  for  its  1996  earnings. 


New  signs 
are  not 
enough. 


Ever  notice  how  many  financial  institu- 
tions introduce  new  asset  management 
services  and  call  it  private  banking? 

At  Bank  Julius  Baer  private  banking 
has  been  our  core  business  since  1890. 
We  provide  individually  structured 
portfolios  for  clients  around  the  globe. 

International  wealth  management  is 
our  strength.  Personalized  service  is 
our  commitment.  Just  call: 

New  York: 

Balz  Eggimann  (212)  297  36  00 
Palm  Beach: 

Michael  Blank  (407)  659  44  40 
Los  Angeles: 

Pius  Kampfen  (3 10)  286  02  01 
Montreal: 

Karel  Nemec  (514)  395  20  20 

JBcoB 


BANK  JULIUS  BAER 

The  Fine  Art  of  Swiss  Private  Banking 

Group  Presence:   Zurich   Geneva    London    New  York   Frankfurt    Lugano   Monaco  Guernsey 
Montreal    Grand  Cayman    Palm  Beach    Los  Angeles    San  Francisco    Mexico    Hong  Kong 


RANKED  #1 
IN  HIGH  TECH 


T.  Rowe  Price  Science  8  Technology  Fund  has  been  successful  at 

identifying  dynamic  opportunities  in  this  field.  The  fund  is  ranked  #1  of 
14  science  and  technology  funds  since  its  inception  (9/30/87)  through 
12/31/95,  according  to  the  Lipper  Science  and  Technology  Funds  Average:1 
To  select  companies  with  the  most  promise,  our  managers  carefully 
evaluate  the  financial  strength  and  the  products  of  each  company. 

Of  course,  the  risks  of  investing  in  this  field  are  commensurate  with 
the  rewards.  As  with  any  stock  fund,  there  will  be  price  fluctuation. 
$2,500  minimum  ($1,000  for  IRAs).  No  sales  charges. 

Call  24  hours  for  a  free  report  and  prospectus 

1-800-541-6158 


Invest  With  Confidence 

T.RoweFHce 


m 
•Ik 


*Source:  tipper  Analytical  Services,  Inc.,  which  ranked  the  fund  #1  out  of  14,  #3  out  of  15,  and  #4  out  of  35  science 
and  technology  funds  based  on  the  total  returns  for  the  since  inception,  5-year,  and  1-year  periods  ended  12/31/95, 
respectively.  Past  performance  cannot  guarantee  future  results.  Investment  return  and  principal  value  will  vary  and 
shares  may  be  worth  more  or  less  at  redemption  than  at  original  purchase  Request  a  prospectus  with  more  complete 
information,  including  management  fees  and  other  charges  and  expenses  Read  it  carefully  before  you  invest  or  send 
money.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor.  STF030173 
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STOCK  TRENDS 


Two  lands 
of  volatility 


BY  LASZLO  BIRINYI  JR. 


Laszlo  Birinyi  Jr.  is 
president  of  Birinyi 
Associates,  a 
Greenwich,  Conn.- 
based  financial 
consulting  firm. 


THERE  ARE  TWO  kinds  of  declines  in  stocks  and 
in  markets.  There  are  declines  on  bad  new  s.  And 
there  are  declines  with  no  obvious  news  to  ex- 
plain them.  It  is  the  latter  that  should  worn'  inves- 
tors the  most  because  they  arc  harder  to  ev  aluate. 

A  classic  case  of  the  relatively  benign  decline 
was  in  November  1991  when  Congress  made 
noises  about  capping  credit-card  interest. 
There  was  a  precipitous  decline.  The  market,  of 
course,  took  that  1991  hiccup  in  stride.  After 
evaluating  the  danger  and  deciding  it  wasn't 
serious,  the  market  adjusted. 

In  my  view  the  market's  171 -point  decline 
on  Mar.  8  was  of  this  kind,  unsettling  but  easily 
understandable.  The  market  had  been  bet- 
ting on  a  weak  economy  and  w  as  suddenly 
faced  with  the  prospect  of  a  stronger  one. 
The  prospect  of  a  strong  economy  dimmed 
hopes  for  an  interest  rate  cut  and  raised  infla- 
tionary worries.  I  went  into  my  office  the  Sun- 
day after  and  advised  my  clients:  "This  is  not 
the  beginning  of  a  correction;  not  the  end  of 
the  bull  market."  And  of  course,  it  wasn't.  It 
wasn't  the  sort  of  precipitate  decline  that  scares 
me  because  I  dearly  understood  the  reason 
for  it  and  could  evaluate  it. 

Why  did  the  market  recover  so  quickly? 
Because  there  was  a  lot  of  money  sitting  around 
waiting  for  opportunity.  Many  money  manag- 
ers went  into  the  new  year  with  a  cautious  ap- 
proach. They  felt  that  financial  stocks  w  ere 
high,  technology  was  risky,  consumer  stocks 
pricey  and  small  stocks  stagnant.  The  money 
managers  paid  dearly  for  their  caution  as  the 
average  mutual  fund  trailed  the  s&p  500  at  the 
end  of  February.  The  Mar.  8  decline  was  an 
opportunity  to  recoup.  The  robust  employ- 
ment numbers  suggested  the  economy  w  as  lift- 
ing, so  managers  felt  it  was  time  to  stop  worry- 
ing and  put  their  money  to  work.  A  chance  to 
catch  up  with  the  averages. 

But  one  of  the  lessons  I  have  learned  is  that 
rallies  that  follow  good  news  or  better  earnings 
are  not  nearly  as  likely  to  last  as  those  that 
anticipate  the  event.  Hence,  I  would  generally 
be  cautious  and  suspicious  about  the  recent 
desire  to  own  papers,  aluminums,  airlines  and 
machinery  stocks. 

With  all  this  volatility  in  the  market  and  in 
individual  stocks,  this  is  as  confusing  a  time  for 
professionals  as  it  is  for  the  average  investor. 


The  optimistic  employment  numbers  that  fust 
clobbered  the  market  and  then  caused  it  to 
rally  may  be  revised  downward.  But  even  if  the 
employment  numbers  are  overstated,  there 
were  new  jobs  created  and  probably  at  smaller, 
less  visible  firms.  This  tells  me  that  small  com- 
panies are  doing  better.  So  consider  small 
stocks.  Small  stocks  are  a  minefield  for  most 
individuals,  so  I  would  suggest  investing  in  this 
area  through  a  good  small-cap  mutual  fund 
(  for  suggestions  see  The  Forbes  Mutual  Fund 
Survey,  Aug.  28,  1995  and  Feb.  13,  1996). 

While  I  would  be  cautious  about  the  cycli- 
cals, I  would  add  to  positions — but  not  estab- 
lish new  ones — in  stocks  that  held  up  well  in 
the  March  setback,  such  issues  as  Coca-Coin 
( 84,  up  0.9% ),  Gillette  ( 52 ,  off  4. 1  % )  or  usx- 
U.S.  Steel  Group  (35). 

I  went  into  my  office  the  Sunday 
after  [the  Mar.  8  decline]  and 
advised  my  clients:  "This  is  not 
the  end  of  the  bull  market." 


U.S.  Steel?  Isn't  that  as  cyclical  as  you  can 
get?  Yes,  but  every  rule  has  its  exception.  And  for 
whatever  reason,  investors  are  buying  this 
stock.  Why  they  are  buying  it  and  not  the  others 
w  ill  undoubtedly  be  clear  later,  as  markets  are 
always  looking  to  the  future. 

I  have  been  positive  on  the  telephone  stocks 
seemingly  forever  and  with  the  added  boost  of 
deals  and  potential  deals,  I  can  only  be  more 
enthusiastic.  So  once  again,  I  will  highlight 
Nynex  (53),  Bell  Atlantic  (63)  and  GTE  (44 ). 

The  fact  that  the  banks  snapped  back  so 
strongly  and  that  other  interest-sensitive  stocks, 
such  as  Fannie  Mae,  exhibited  resilience,  sug- 
gests that  the  stock  market  thinks  the  bond 
market  w  ill  recover,  too. 

If  you  agree,  I  will  again  mention  Wells 
Fargo  (  266 ).  If  that  price  tag  gives  you  sticker 
shock,  others  I  suggest  are  First  Union  (62  ) 
and  Banc  One  (36). 

History  tells  us  that  bad  days  like  Mar.  8 
precede  rallies  more  often  than  declines.  The 
data  are  not  complete  enough  for  me  to  call  it  a 
rule,  but  let's  call  it  a  very  strone  hunch.  H 
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WALL  STREET  IRREGULAR 

A  strong  signal 


BY  MARK  HULBERT 


Anotheracademic  myth  has  just  bitten  the 
dust — that  stock  splits  are  gimmicks  that  sig- 
nify nothing.  In  fact,  stocks  that  split  out- 
perform the  market  for  a  number  of  months 
after  the  split  is  announced. 

A  new  study*  examined  even'  2:1  stock  split 
on  the  nyse  and  Amex  between  1975  and  1990. 
It  found  that  these  stocks  continued  to  out- 
perform the  market  for  up  to  three  years  follow- 
ing the  announcement  of  those  splits.  In  the 
first  year  following  the  initial  burst  accompany- 
ing those  announcements,  split  stocks  gained 
an  average  of  7.9%  more  than  the  market.  Over 
the  full  three  years  following,  the  average 
compounded  return  is  12.1%  above  the  market. 

This  drives  another  nail  in  the  efficient  mar- 
ket hypothesis  coffin.  The  academic  orthodoxy 
has  been  that  the  market  couldn't  be  beaten.  If 
split  stocks  beat  the  market,  then  the  market  is 
less  efficient  than  the  academics  claimed. 

Why  do  split  stocks  outperform  unsplit 
stocks?  The  authors  of  the  study  have  this 
hypothesis:  A  company  that  splits  its  stock  is 
confident  that  it  is  doing  well.  Since  a  compa- 
ny's  insiders  know  more  about  the  firm's 
prospects  than  we  do,  it's  a  good  bet  that  they 
will  be  right. 

A  smart  management,  for  example, 
wouldn't  split  its  stock  if  it  thought  the  stock 
had  risen  on  a  development  that  would  prove 
transitory.  Yes,  managements  generally  want  to 
keep  the  price  under  $100  a  share,  but  they 
d<  >n't  want  to  see  it  drop  to  the  low  teens — quite 
likely  if  a  split  were  followed  by  bad  news. 

Thus  the  splits  by  themselves  do  not  cause 
stocks  to  outperform  the  market.  They  are  sim- 
ply a  signal  from  management.  A  signal  which, 
more  often  than  not,  turns  out  to  be  valid. 

Professor  David  Ikenberry,  the  study's  lead 
author,  likens  the  situation  to  picking  restau- 
rants on  the  basis  of  the  length  of  the  lines  in 
front  of  them.  It's  not  that  the  long  lines  in  and 
of  themselves  cause  a  restaurant  to  be  good. 
It's  what  those  lines  signify  about  the  food. 

This  study's  conclusion  leads  to  an  impor- 
tant corollary:  Stocks  that  look  like  they  ought 


"'What  do  stock  splits  really  signal?"  a  working 
paper  by  David  Ikenberry  (Rice  University), 
Graeme  Rankine  (American  Graduate  School  of 
International  Management)  and  Earl  Stice  (The 
Hong  Kong  University  of  Science  & 
Technology). 


Mark  Hulbert  is  editor 
of  the  Alexandria,  Va.- 
based  Hulbert 
Financial  Digest, 
a  monthly  service 
that  monitors  the 
performance  of 
investment  advisory 
letters. 


to  split,  but  don't,  are  poor  bets  for  future 
performance.  ( Ikenberrv  refers  to  these  stocks  as 
the  dogs  that  didn't  bark.) 

He  tested  this  by  examining  issues  that  were 
similar  to  the  splitting  stocks  in  all  respects  ex- 
cept that  they  didn't  split.  His  finding:  Such 
stocks  underperform  the  market  by  3.5%  per 
year  over  the  first  year,  and  by  5.3%  per  year 
over  three  years. 

Yes,  I  know.  Berkshire  Hathaway.  Buffett's 
reluctance  to  split  hasn't  hurt  the  stock.  But 
then  Buffett's  an  exception  to  a  lot  of  rules. 

To  help  you  exploit  this  dramatic  study,  I 
combed  through  the  stocks  recommended  by  at 
least  one  investment  letter  tracked  by  the  Hul- 
bert Financial  Dijjest.  From  these  I  separated 
out  those  that  have  announced  that  they  will 
split  by  2-for-l  or  more  during  April  or  May. 
According  to  the  stock-split  study,  these  are  a 
good  bet  for  the  next  year  or  more. 

The  stocks:  American  Home  Products  (re- 
cent price,  109),  Chubb  (95),  Conseco  (38), 
Educational  Development  (21,  o-t-c),  Gap 
Inc.  (54),  Gartner  Group  (33,  o-t-c),  Integrated 

Buy  stocks  that  have  been 
split.  They  outperform  the 
market  for  years. 

Systems  (49,  o-t-c),  LG&E  Energy  (43), 
McGraw-Hill  (87),  Oxford  Health  Plans  (45, 
o-t-c),  Thomas  &  Betts  (76)  and  Xerox  ( 129). 

Clarification 

In  MY  COLUMN  of  Feb.  26  I  ranked  all  invest- 
ment letters  followed  by  the  hfd  except  those 
whose  exclusive  focus  is  on  bonds,  gold  or  on 
non-U. S.  investments.  Adrian  Day,  editor  of 
Adrian  Day's  Investment  Analyst,  objected. 
He  argued  that  though  he  and  several  other 
letters  don't  exclusively  focus  on  bonds,  gold 
or  non-U. S.  investments,  it  still  was  unfair  for 
me  to  say  they  have  a  predominant  focus  on 
U.S.  equities.  He's  right.  Therefore,  the  3.1% 
compounded  return  I  report  for  Day's  letter 
over  the  1990-95  period  shouldn't  be  com 
pared  with  only  the  13%  annualized  return  of 
the  U.S.  equity  markets.  It  also  should  be  com- 
pared with  the  3.4%  annualized  total  return 
for  Morgan  Stanley's  EAFE  index  and  the  0.6% 
compounded  loss  for  gold  bullion,  HI 
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THERE  is  a  GLUT  of  George  Soros  would-be 
clones,  but  stardom  touches  just  a  handful  of 
people.  Soros,  Buffett  and  Milken  are  house- 
hold names.  Quick!  Who  is  president  of  Merrill 
Lynch,  GM  or  Morgan  Guaranty?  Never  mind. 
The  stars  are  different.  Everybody  recognizes 
them.  They  inspire,  even  compel,  emulation. 

The  pow  er  of  unconscious  imitation  is  a 
potent,  insidious  force.  In  sports,  after  Mark 
Spitz  swam  for  a  neckful  of  Olympic  gold, 
every  guv  in  his  mid-20s  sported  a  bushy  mus- 
tache. The  sneaker  purveyors  tap  into  this. 
Michael  Jordan  and  Shaquille  O'Neal  shoes  are 
available  at  $150  the  pair. 

Now  every  28-year-old  with  three  years  in 
research  or  trading  aches  to  raise  $10  million  for 
a  hedge  fund  startup.  Has  Soros  cloned  him- 
self to  the  point  of  creating  a  new  dialectic  of 
chaos  theory?  Money  managers  I  have  known 
for  30  years  used  to  lunch  with  managements  at 
IBM,  Wal-Mart  and  GM.  Today  they  are  book- 
ing appointments  with  central  bankers  in  Swe- 
den and  Norway,  looking  for  a  reason  to  buy 
Scandinav  ian  long-duration  bonds,  unhedged. 

Thus  in  the  spring  of  1994  all  the  hedge 
funds  were  parked  on  the  same  side  of  The 
Street  as  Soros.  Long  European  bonds,  short 
the  yen  and  long  the  mighty  dollar.  Including 
Soros,  they  all  racked  up  billions  in  trading 
losses.  Barton  Biggs  recently  referred  to  the 
hedge  funds'  destabilizing  our  bond  market. 
They  were  borrowing  in  Japan  at  next-to-noth- 
ing  interest,  turning  yen  into  dollars  and  play- 
ing the  Treasury  yield  curve.  It  was  a  classic,  but 
volatile,  spread.  It  proved  a  loser. 

Nevertheless  this  kind  of  macrofinance,  not 
security  analysis,  is  the  new  fashion,  the  new 
consensus.  To  paraphrase  Soros:  The  consen- 
sus is  always  wrong  but  has  a  self-fulfilling  but 
temporary  impact  on  the  price  movements  of 
stocks,  bonds,  commodities,  gold  and  currency. 
Then  it  gets  blindsided.  The  art  of  investing 
becomes  a  matter  of  staying  one  jump  ahead  of 
the  consensus,  understanding  where  it  will 
congeal  and  knowing  when  to  go  against  it. 

The  bigger  one's  conv  iction  that  the  insti- 
tutional players'  beliefs  are  erroneous,  the  big- 
ger the  bet  you  make.  Hitler  bet  against  the 
Maginot  Line  and  overran  France.  George 
Soros'  billion-dollar  w  in  in  1992  was  a  mon- 
strous slap  at  the  hubris  of  the  Continent's  cen- 


tral bankers  who  thought  their  currency  sup- 
port plan  was  their  Maginot  Line. 

I  bring  all  this  up  because  I  think  it  explains 
a  lot  of  what  is  happening  in  the  stock  market. 
Everybody  is  looking  to  blitzkrieg  a  Maginot 
Line.  One  Friday  in  March  we  w  itnessed  de- 
clines ranging  up  to  20%  for  Compaq,  Digital 
Equipment,  Bay  Networks,  Dell  Computer, 
Sun  Microsystems,  Xilinx,  et  al.  Soros,  who 
has  broad  shoulders,  gets  some  blame  because 
everyone  presses  to  match  George  as  a  macro- 
economic  player:  no  longer  picking  stocks  but 
making  big  bets  on  what  the  players  hope  will 
be  big  moves. 

As  a  result,  many  of  us  are  ignoring  the 
microanalysis  of  companies,  the  economics  of 

Every  young  Wall  Streeter 
wants  to  be  like  George  Soros. 
That's  why  we  have  all 
this  volatility. 


industry  and  competitive  mettle.  Nobody 
wants  to  read  annual  reports.  Everybody  wants 
to  be  George  Soros.  This  placing  of  huge  bets 
on  whole  sectors  is  most  obvious  in  technology 
but  ranges  over  banks,  insurance,  natural  re- 
sources, even  utilities.  How  else  can  you  explain 
major  gaps  in  comprehension,  and  earnings 
surprises  for  quality  properties  like  Wal-Mart, 
AT&T,  Compaq  and  Viacom  on  the  downside 
and  IBM,  Hewlett-Packard  and  Philip  Morris  on 
the  upside? 

Outrageous  but  true,  years  of  microcircuit- 
rv  speedup  hasn't  improved  the  quality'  of  in- 
vestment research.  The  Street  has  slipped 
downhill  the  past  five  years,  despite  all  the  black 
boxes  that  spew  forth  statistics  and  informa- 
tion. The  typical  research  report  is  short  and 
snappy.  There  are  98  buys  for  even'  3  sells. 

If  1996  is  a  corrective  year  for  securities 
markets,  the  George  Soros  wannabes  may  go 
back  to  analyzing  companies.  Intensive  analy- 
sis may  turn  fashionable  again,  just  as  it  did  for 
Bernard  Baruch  in  the  Twenties,  when  pools 
drove  stocks.  Baruch  never  w  anted  to  know 
what  The  Street  was  concocting.  It  just  con- 
fused him,  he  said.  H 
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Forbes  Stock  Market  Course 

A  1 0-Day  No-Risk  Trial 


Anyone  could  have  made  a  killing  in  the  stock 
market  on  the  strength  of  its  recent  perfor- 
mance. Perhaps  we  exaggerate,  but  we  bet  that 
many  investors  who  had  read  FORBES  Stock 
Market  Course  did.  It  gave  them  just  the  edge  they 
needed.  How?  Just  read  on. 

To  begin,  the  course  frankly  confronts  the  risk 
factors  in  stock  market  investing.  It  guides  you 
towards  your  own  "comfort  level,"  balancing  risk  and 
reward.  But  that's  about  as  philosophical  as  the 
course  gets.  It's  mainly  focused  on  matters  such  as 
how  to  buy  stocks  at  the  best  price... how  to  identify 
forces  that  propel  stocks  upwards ...  how  to  measure 
the  strength  of  a  bull  market... how  to  spot  warnings 
of  a  downturn. . .how  to  chart  past  performance  to 
project  the  future... how  to  detect  a  turnaround. 

If  the  lure  of  doubling  or  tripling  your  money  in  a 
matter  of  months  attracts  you  and  you  can  stomach 
the  risk,  look  up  the  section  on  options.  You 
can  even  find  out  how  to  make  money  in  a  down 
market.  The  Course  devotes  an  entire  section  to  bear- 
market  investing. 

You  can  enjoy  the  Course  as  a  straight  "read  through" 
or  refer  to  individual  sections  as  you  need  them. 


It  comes  in  a  handsome,  sturdy  binder  with  tabbed 
pages  marking  each  of  its  16  sections.  The  text  is 
generously  spaced  with  a  blank  page  facing  each 
page  of  text  for  making  notes. 

Partial  List  Of  Contents 

How  to  choose  a  broker  •  Broker  commissions  •  How 
to  place  an  order  •  Sources  of  information  •  Market 
patterns  (how  to  chart  stock  market  movements) 

•  Dollar-cost  averaging  •  Buying  on  margin  •  How  to 
read  the  tape  •  The  Dow  Theory  •  Indexes:  the  Dow, 
the  Russell  2000,  the  Wilshire  5000  •  Bonds  and 
preferred  stocks  •  Derivatives  including  options 

•  How  to  read  a  company's  financial  statement  • 
Mutual  Funds 

Order  Now 

At  a  local  college,  a  course  on  investing  could  run 
you  $400  or  more.  FORBES  Stock  Market  Course 
is  $89.50.  You  can  work  with  it  at  home  and  it 
will  always  be  within  easy  reach  for  reference. 
The  recently  revised  and  updated  text  captures  the 
latest  findings  in  profitable  investing.  Order  now. 
Satisfaction  is  guaranteed  or  your  money  back. 


Special  Bonus 


0RBES  80  Year  Wall  Chart  of 
lusiness  and  Security  Trends 


Glossary  of  Investment  Terms 


Forbes  Stock  Market  Course  ( >rdcr  Form  and  (  in 


Send  me  FORBES  Stock  Market  Course  with  the  FORBES  80-year  Wall  Chart  of  Business  and  Security  Trends  and  The 
Glossary  of  Investment  Terms  as  a  bonus.  My  payment  of  $89  50  (or  credit  card  details)  is  enclosed.  If  not 
satisfied,  I  may  return  the  Course  within  10  days  and  receive  a  full  refund  or  credit.  The  Glossary  and  Chart  will  be  mine  to  keep. 
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For  Faster  Service  Call  1-800-888-4525  ext  618 

O  Check  for  $89.50  enclosed* 

□  Charge  my  credit  card        □  AmEx       □  Mastercard        □  Visa  □  Diners  Club 

*  Buyers  in  New  York  City  add  8  1/4%  sales  tax-other  NY,  CA,  IL  as  required  by  law 
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There  is  a  glut  of  George  Soros  would-be 
clones,  but  stardom  touches  just  a  handful  of 
people.  Soros,  Buffett  and  Milken  are  house- 
hold names.  Quick!  Who  is  president  of  Merrill 
Lynch,  GM  or  Morgan  Guaranty?  Never  mind. 
The  stars  are  different.  Everybody  recognizes 
them.  They  inspire,  even  compel,  emulation. 

The  power  of  unconscious  imitation  is  a 
potent,  insidious  force.  In  sports,  after  Mark 
Spitz  swam  for  a  neckful  of  Olympic  gold, 
every  guy  in  his  mid-20s  sported  a  bushy  mus- 
tache. The  sneaker  purveyors  tap  into  this. 
Michael  Jordan  and  Shaquille  O'Neal  shoes  are 
available  at  $150  the  pair. 

Now  every  28 -year-old  with  three  years  in 
research  or  trading  aches  to  raise  $  1 0  million  for 
a  hedge  fund  startup.  Has  Soros  cloned  him- 
self to  the  point  of  creating  a  new  dialectic  of 
chaos  theory?  Money  managers  I  have  known 
for  30  years  used  to  lunch  with  managements  at 
IBM,  Wal-Mart  and  GM.  Today  they  are  book- 
ing appointments  with  central  bankers  in  Swe- 
den and  Norway,  looking  for  a  reason  to  buy 
Scandinavian  long-duration  bonds,  unhedged. 

Thus  in  the  spring  of  1994  all  the  hedge 
funds  were  parked  on  the  same  side  of  The 
Street  as  Soros.  Long  European  bonds,  short 
the  yen  and  long  the  mighty  dollar.  Including 
Soros,  they  all  racked  up  billions  in  trading 
losses.  Barton  Biggs  recently  referred  to  the 
hedge  funds'  destabilizing  our  bond  market. 
They  were  borrowing  in  Japan  at  next-to-noth- 
ing  interest,  turning  yen  into  dollars  and  play- 
ing the  Treasury  yield  curve.  It  was  a  classic,  but 
volatile,  spread.  It  proved  a  loser. 

Nevertheless  this  kind  of  macrofinance,  not 
security  analysis,  is  the  new  fashion,  the  new 
consensus.  To  paraphrase  Soros:  The  consen- 
sus is  always  wrong  but  has  a  self-fulfilling  but 
temporary  impact  on  the  price  movements  of 
stocks,  bonds,  commodities,  gold  and  currency. 
Then  it  gets  blindsided.  The  art  of  investing 
becomes  a  matter  of  staying  one  jump  ahead  of 
the  consensus,  understanding  where  it  will 
congeal  and  knowing  when  to  go  against  it. 

The  bigger  one's  conviction  that  the  insti- 
tutional players'  beliefs  are  erroneous,  the  big- 
ger the  bet  you  make.  Hitler  bet  against  the 
Maginot  Line  and  overran  France.  George 
Soros'  billion-dollar  win  in  1992  was  a  mon- 
strous slap  at  the  hubris  of  the  Continent's  cen- 


tral bankers  who  thought  their  currency  sup- 
port plan  was  their  Maginot  Line. 

I  bring  all  this  up  because  I  think  it  explains 
a  lot  of  what  is  happening  in  the  stock  market. 
Everybody  is  looking  to  blitzkrieg  a  Maginot 
Line.  One  Friday  in  March  we  witnessed  de- 
clines ranging  up  to  20%  for  Compaq,  Digital 
Equipment,  Bay  Networks,  Dell  Computer, 
Sun  Microsystems,  Xilinx,  et  al.  Soros,  who 
has  broad  shoulders,  gets  some  blame  because 
everyone  presses  to  match  George  as  a  macro- 
economic  player:  no  longer  picking  stocks  but 
making  big  bets  on  what  the  players  hope  will 
be  big  moves. 

As  a  result,  many  of  us  are  ignoring  the 
microanalysis  of  companies,  the  economics  of 

Every  young  Wall  Streeter 
wants  to  be  like  George  Soros. 
That's  why  we  have  all 
this  volatility. 


industry  and  competitive  mettle.  Nobody 
wants  to  read  annual  reports.  Everybody  wants 
to  be  George  Soros.  This  placing  of  huge  bets 
on  whole  sectors  is  most  obvious  in  technology 
but  ranges  over  banks,  insurance,  natural  re- 
sources, even  utilities.  How  else  can  you  explain 
major  gaps  in  comprehension,  and  earnings 
surprises  for  quality  properties  like  Wal-Mart, 
AT&T,  Compaq  and  Viacom  on  the  downside 
and  IBM,  Hewlett- Packard  and  Philip  Morris  on 
the  upside? 

Outrageous  but  true,  years  of  microcircuit- 
ry  speedup  hasn't  improved  the  quality  of  in- 
vestment research.  The  Street  has  slipped 
downhill  the  past  five  years,  despite  all  the  black 
boxes  that  spew' forth  statistics  and  informa- 
tion. The  typical  research  report  is  short  and 
snappy.  There  are  98  buys  for  every  3  sells. 

If  1996  is  a  corrective  year  for  securities 
markets,  the  George  Soros  wannabes  may  go 
back  to  analyzing  companies.  Intensive  analy- 
sis may  turn  fashionable  again,  just  as  it  did  for 
Bernard  Baruch  in  the  Twenties,  when  pools 
drove  stocks.  Baruch  never  wanted  to  know 
what  The  Street  was  concocting.  It  just  con- 
fused him,  he  said.  WM 
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Forbes  Stock  Market  Course 

A  10-Day  No-Risk  Trial 


Anyone  could  have  made  a  killing  in  the  stock 
market  on  the  strength  of  its  recent  perfor- 
mance. Perhaps  we  exaggerate,  but  we  bet  that 
many  investors  who  had  read  FORBES  Stock 
Market  Course  did.  It  gave  them  just  the  edge  they 
needed.  How?  Just  read  on. 

To  begin,  the  course  frankly  confronts  the  risk 
factors  in  stock  market  investing.  It  guides  you 
towards  your  own  "comfort  level,"  balancing  risk  and 
reward.  But  that's  about  as  philosophical  as  the 
course  gets.  It's  mainly  focused  on  matters  such  as 
how  to  buy  stocks  at  the  best  price... how  to  identify 
forces  that  propel  stocks  upwards. .  .how  to  measure 
the  strength  of  a  bull  market... how  to  spot  warnings 
of  a  downturn. .  .how  to  chart  past  performance  to 
project  the  future... how  to  detect  a  turnaround. 

If  the  lure  of  doubling  or  tripling  your  money  in  a 
matter  of  months  attracts  you  and  you  can  stomach 
the  risk,  look  up  the  section  on  options.  You 
can  even  find  out  how  to  make  money  in  a  down 
market.  The  Course  devotes  an  entire  section  to  bear- 
market  investing. 

You  can  enjoy  the  Course  as  a  straight  "read  through" 
or  refer  to  individual  sections  as  you  need  them. 


It  comes  in  a  handsome,  sturdy  binder  with  tabbed 
pages  marking  each  of  its  16  sections.  The  text  is 
generously  spaced  with  a  blank  page  facing  each 
page  of  text  for  making  notes. 

Partial  List  Of  Contents 

How  to  choose  a  broker  •  Broker  commissions  •  How 
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PORTFOLIO  STRATEGY 

The  election 
and  stocks 


BY  KENNETH  L.  FISHER 


Kenneth  L.  Fisher  is  a 
Woodside.  Calif.-based 
money  manager.  His 
third  book  is  100 
Minds  that  Made 
the  Market. 


SlN<  E  POl  [TICS  docs  influence  markets,  I'm 
making  a  detour  into  political  prognostication 
to  explain  why  1  think  the  stock  market  is 
going  to  be  extremely  strong  as  summer  spins  to 
fall — even  if  Dole  does  poorly  against  Clinton. 
My  analysis  extends  from  the  substantive  but 
little-know  n  work  of  the  Business  Institute  for 
Political  Analysis,  part  of  Washington,  D.C.- 
based  BIPAC,  of  which  I'm  a  board  member 
and  enthusiastic  supporter. 

BIPAC  notes  there  will  be  43  vacant  House 
seats  up  for  grabs  this  fall — an  unusually  high 
10%  of  Congress.  This  is  w  here  most  of  the 
action  w  ill  be,  because  it's  far  easier  to  w  in  an 
open  seat  than  to  beat  an  incumbent.  Of  these 
seats,  28  are  now  held  by  Democrats,  15  by  the 
GOP.  Most  of  the  Republican  seats  are  safe.  Of 
the  28  to-be-vacant  Democratic  seats,  15  are  in 
the  South  and  are  vulnerable. 

Consider  Representative  Sam  Gibbons  of 
Florida's  11th  district,  elected  in  1962,  w  hen 
you  had  to  be  a  Democrat  in  the  South.  De- 
spite being  number  two  on  the  pork-pushing 
Ways  &  Means  Committee,  he  got  just  52%  of 
the  vote  last  time  around.  He's  retiring.  His 
district  has  shifted  Republican  with  the  South. 
The  next  representative  from  Florida's  1 1th  dis- 
trict probably  will  be  a  Republican. 

BIPAC  also  ranks  by  vulnerability  incum- 
bents who  are  running  for  reelection.  I  carry  the 
analysis  further  by  analyzing  their  money-rais- 
ing powers  and  spending  habits.  The  40  most 
vulnerable  Democrats  are  mostly  long-timers 
and  in  the  habit  of  spending  their  opponents  to 
death  with  big  chunks  of  PAC-based  "access" 
money.  But  this  year,  w  ith  the  Denis  no  longer 
controlling  Congress,  the  flow  of  money  into 
these  coffers  will  slow.  These  old  dogs  won't  all 
be  able  to  run  the  spending-intensive  cam- 
paigns they  got  used  to. 

I  see  a  similar  pattern  in  the  Senate,  which 
also  adds  up  to  an  enlarged  Republican  majority 
in  the  upper  house.  What  this  means,  I  think, 
is  a  strengthened  Republican  majority  in  both 
houses.  Thus,  even  if  Clinton  beats  Dole,  we 
may  have  a  near-veto-proof  Congress — based 
on  a  pork-providing  deal  here  and  there — and 
a  real  chance  for  economically  sensible  legisla- 
tion. That  prospect  can't  help  but  be  good  for 
stocks.  Especially  for  the  big  companies. 

Xerox  (129)  is  a  brand  name  that  is  so 


strong  it's  virtually  a  generic  name.  The  stock 
pulled  back  after  year-end  earnings  w  eakness. 
But  now  I  expect  earnings  to  come  through. 
After  longtime  layoffs,  major  restructuring 
and  solid  progress,  money  should  spew  from  its 
machines  this  year.  Its  operating  margin,  fun- 
damental to  a  firm  like  this,  has  been  steadily 
improving  and  should  continue  to  do  so.  Yet 
Xerox  is  only  14  times  earnings,  75%  of  annual 
sales  and  2.7  times  an  understated  book  value. 
And  it  should  grow.  You  get  a  2.7%  yield  while 
you  wait  for  160. 

Who  would  think  a  cheap  guy  like  me 
would  ever  be  able  to  recommend  former  high- 
flier Viacom  (41 ).  But  it  has  lagged  while 
getting  ever  bigger  and  more  viable.  If,  by 
chance,  you  don't  recognize  Viacom,  you  cer- 
tainly know  its  brands:  Blockbuster,  MTV,  Para- 
mount, Showtime,  Simon  &  Schuster,  the 
Movie  Channel.  Stunningly  powerful  entertain- 
ment brand  names — ones  just  as  powerful  as 
any  consumer  names  in  a  supermarket.  At  1 .4 
times  book  value,  1 . 1  times  revenue,  and  1 1 
times  cash  flow,  ignore  the  seemingly  high  P/E. 
This  year  may  see  60. 

A  pet  stock  of  mine  is  Eastman  Chemical 
(72 ),  the  world's  largest  maker  of  pet,  the  poly- 

Even  if  Clinton  wins  reelection, 
he  may  face  a  veto-proof 
Republican  Congress. 


cthvlene-based  plastic  used  for  food  and  bev- 
erage containers.  This  is,  for  all  intents  and  pur- 
poses, a  cash  machine.  Its  nonearning  cash 
flow  is  large  enough  to  pay  off  all  its  debt  in  less 
than  four  years.  At  10  times  earnings,  3  times 
book  value  and  1  times  revenue,  you  get  a  big 
world  leader  that  is  still  cheap  relative  to  the 
market.  It  is  quite  possible  to  see  90  this  year. 

Reader  Peter  J.  Freeda  writes  for  an  update 
on  an  old  dog  I  picked,  Kaman  (11,  recom- 
mended at  10);  Linda  Jackson  asks  about  one 
of  my  winners,  Toro  (33).  Freeda  wants  to  know 
if  he  should  bail  out  of  Kaman  now  and  move 
on.  Jackson  wants  to  know  if  she  should  take 
profts  in  Toro.  My  answ  er  to  both  questions 
is:  yes.  I  have  been  urging  readers  for  about  a 
year  now  to  move  out  of  smaller  stocks  like 
these  into  big,  big  cheap  stocks.  Just  do  it.  Sell 
small,  buy  big.  Enjoy  1996.  H 
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Don't  be 
complacent! 


BY  A.  GARY  SHILLING 


I.  Gary  Shilling  is 
President  of  A.  Gary 
hilling  &  Co.,  eco- 
lomic  consultants  and 
fcvestment  advisers, 
lis  firm  publishes 
hsight,  a  monthly 
Jswsletter  covering  the 
jsiness  outlook  and 
vestment  strategy. 


I  HAVE  BEEN  forecasting  a  recession  for  some 
time.  I  have  been  wrong.  The  U.S.  stock  and 
bond  markets  are  saying  that  I  will  continue  to 
be  wrong.  Bonds  have  taken  a  nosedive,  while 
the  stock  market  has  been  hovering  near  its 
alltime  high.  Both  patterns  suggest  slow  growth 
but  no  recession,  and  Fed  Chairman  Alan 
Greenspan,  in  recent  congressional  testimony, 
agrees.  European  stocks  and  bonds  are  behav- 
ing very  similarly  to  those  in  the  U.S.  and  point 
to  the  same  economic  outlook  there. 

All  these  markets  are  telling  us  that  subpar 
growth  will  induce  more  central  bank  ease. 
That  will  rekindle  economies,  promote  credit 
demand  and  perhaps  rejuvenate  inflation, 
which  has  already  stopped  receding  here  and 
in  Europe.  So,  bad  news  for  bonds.  Stock  p/es, 
on  the  other  hand,  will  benefit  from  central- 
bank-induced  lower  short-term  rates.  Fur- 
thermore, if  economic  growth  here  and  in  Eu- 
rope revives,  corporate  earnings  won't  suffer 
much  in  the  next  few  quarters  and  then  will 
resume  attractive  gains. 

The  believers  in  the  slow-growth-but-no- 
recession  scenario  not  only  rejoice  over  the  huge 
February  payroll  gains  that  stamped  out  reces- 
sion fears  but  point  to  the  recent  strength  in 
vehicle  and  chain-store  sales.  They  also  note 
that  the  fading  hopes  for  a  balanced-budget 
package  indicate  the  end  of  fiscal  restraint, 
with  tax  cuts  a  distinct  possibility. 

The  optimistic  scenario  extends  to  Europe, 
too,  where  it  is  expected  that  economic  weak- 
ness will  force  governments  to  abandon  the 
fiscal  stringency  needed  to  implement  the  Eu- 
ropean Monetary  Union  in  1999 — never 
mind  Chancellor  Kohl's  reassurances.  The  up- 
coming U.K.  election  will  probably  cause  the 
government  there  to  embark  on  vote-buying 
stimulus,  to  the  detriment  of  fiscal  restraint 
and  control  over  inflation. 

All  this  optimism  overlooks  some  inconve- 
nient facts.  Like  the  fact  that  the  U.S.  purchas- 
ing managers'  index  dropped  in  January  with 
the  winter  storms  but  showed  no  significant 
improvement  in  February,  despite  the  better 
weather.  Or  that  consumer  debt  has  reached 
staggering  levels,  and  personal  bankruptcies 
and  credit  card  delinquencies  are  leaping. 

What  about  the  fall  in  German  industrial 
production,  the  rise  in  inventories,  the  jump  in 


unemployment  to  11%  and  the  decline  in  con- 
sumer confidence  there?  Or  the  falling  housing 
starts,  slowing  production  growth  and  weak- 
ening confidence  in  the  U.K.  and  France? 

I  take  these  warning  signs  very  seriously  and 
am  rating  recessions  here  and  in  Europe  as  a  60% 
probability  to  start  before  the  end  of  the  year. 
One  may  already  have  begun  in  Germany  and 
perhaps  in  France  as  well. 

My  recent  predictions  of  recession  have 
proven  to  be  premature  in  good  part  because 
consumers  have  spent  beyond  their  incomes  as 
they  desperately  borrow  to  pay  for  the  good  life 
they  can't  afford.  U.S.  consumers  took  a  vaca- 
tion from  spending  in  the  first  quarter  of  1995, 
but  then  went  back  and  bought  out  the  stores 
a  quarter  later.  That  pulled  the  economy  out  of  a 
swan  dive.  But  I  don't  expect  the  rescue  to  be 
repeated  again  and  again. 

If  I'm  right,  central  banks  here  and  in  Eu- 
rope will  ease  as  the  dangers  of  recession  become 
clearer.  That  will  benefit  bonds,  as  will  the 
slump-induced  further  fall  in  inflation.  Don't 
worry  that  more  government  borrowing 
caused  by  rising  deficits  in  the  recession  will  hurt 
bonds.  It  never  does.  Private  credit  demand 
falls  faster  as  consumers  and  business  cut  their 
bo r r o wi  n  g  -  fi  n  a  n  c  e d  s p e  n  d  i  n  g . 

Stocks?  They  will  be  hit  as  usual  by  falling 
earnings,  even  in  the  face  of  declining  interest 
rates.  As  is  normal,  only  late  in  the  downturn 

The  recession  I  foresee  was 
postponed  but  not  canceled. 

will  investors  be  willing  to  look  to  the  recover}' 
to  follow  and  buy  stocks.  I  wouldn't  rule  out  a 
drop  of  30%  to  50%  in  American  stock  prices, 
given  the  way  individual  investors  have  been 
rushing  into  mutual  funds  with  complete  con- 
viction that  thev  will  never,  never  lose  money. 
The  lambs  are  lining  up  for  slaughter. 

Nobody  rings  the  bell  when  recessions  start, 
but  keep  your  eye  on  consumer  spending.  It  was 
weak  in  recent  past  months.  That's  not 
enough  to  guarantee  recessions  here  and  in  Eu- 
rope, but  if  it  continues  weak,  unwanted  in- 
ventories will  build.  Then  comes  the  recession- 
ary spiral  of  production  and  employment  cuts 
leading  to  reduced  consumer  confidence  and 
spending,  more  output  and  job  slashing,  etc.  I 
was  early,  but  I  don't  think  I  am  wrong.  H 
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A  mountain 
for  amateurs 


If  you  want  to  feel  like  a  mountain  climber  without 
having  to  master  the  art,  try  Mount  Kilimanjaro. 
But  first  get  in  good  cardiovascular  shape. 


By  James  M.  Clash 

"Wi  DE  AS  all  th  E  world,  great,  high , 
and  unbelievably  white  in  the  sun." 
That's  how  Ernest  Hemingway  de- 
scribes Mount  Kilimanjaro  in  his  fa- 
mous short  story  about  love  and  soli- 
tary death . 

Sixty  years  later  the  place  is  virtually 
a  tourist  trap,  with  thousands  of 
climbers  and  would-be  climbers  in- 
festing with  their  litter  its  most  com- 
mon approach,  the  Marangu.  "It's 
dirty,  crowded  and  messy,"  com- 
plains Scott  Fischer,  whose  Mountain 
Madness  adventure  company  refuses 
to  take  clients  up  that  route.  "There's 
trash  all  over  the  place." 

To  avoid  the  crowds,  Fischer  and  a 
handful  of  other  guides  suggest  the 
more  remote  Shira  approach,  which 
leads  to  the  summit  from  the  back 
side.  It  takes  more  time — eight  days, 
versus  five  on  the  Marangu — but  if 
you  want  to  recapture  even  a  bit  of  the 
feeling  that  Hemingway  created,  it's 
the  way  to  go.  There's  an  added 
benefit:  Those  extra  three  days  will 
give  you  time  to  acclimate,  and  you'll 
literally  breathe  easier  in  the  thin  air. 

The  low  level  of  oxygen  is  the 
principal  hazard  for  would-be  Kili- 
manjaro summiteers  because  the 
climb  itself  is  a  relative  breeze,  with  its 
long,  gentle  grade  requiring  few 
climbing  skills  and  no  ropes  or  cram- 
pons. But  the  altitude  at  the  peak — 
19,340  feet — is  such  that  the  oxygen 
level  is  only  about  half  that  at  sea  level. 
In  short,  you  don't  need  advanced 
mountain  climbing  skills,  but  you  do 
need  to  be  in  good  shape.  For  cardio- 
vascular strength,  hard  jogging  three 
days  a  week  for  at  least  six  months  in 
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advance  of  the  trip  is  suggested.  For 
leg  strength,  the  StairMaster,  and 
weights,  will  do  wonders. 

The  group  I  joined  didn't  have  a 
serious  climber  in  it.  Few  had  been 
above  1 1 ,000  feet  before.  There  were 
18  men  and  women,  mostly  Ameri- 
cans, ranging  in  age  from  22  to  53. 
Paul  Higgins,  35,  is  an  institutional 
bond  salesman  at  Merrill  Lynch  in  St. 
Louis.  Catherine  Walker,  42,  is  gener- 
al counsel  for  Westin  Hotels.  Peter 
Ackerman,  49 — a  Forbes  Four  Hun- 
dred member  and  former  junk  bond 
impresario — now  runs  Rockport 
Capital  Inc.  in  Washington,  D.C. 

Our  trip  began  in  Nairobi,  Kenya,  a 
nine-hour  flight  from  London.  Then 
it  was  six  hours  by  van  across  the 
border  to  Arusha,  Tanzania,  with 
stops  at  the  house  of  author  Isak 
Dinesen  (Karen  Blixen)  and  the  Nai- 
robi National  Park  to  see  and  photo- 
graph giraffe,  wildebeest  and  zebra. 

Climbing  days  begin  with  a  7  a.m. 
wake-up.  Porters  bring  coffee  and  hot 
water  for  washing  right  to  our  tents. 
Breakfast  is  served  in  a  mess  tent  at  8, 
then  it's  four  to  six  hours  of  hiking. 

A  few  hours  out,  the  porters,  shod 
in  torn  sneakers  and  carrying  80- 
pound  loads,  zip  past  our  group  of 
amateur  climbers.  They'll  have  every- 
thing set  up  at  the  next  campsite  by 
the  time  we  arrive.  "Po-lay,  po-lay," 
they  urge — Swahili  for  "go  slow." 
They  aren't  teasing — a  slow,  steady 
pace  is  the  way  to  go  at  high  altitudes. 

The  climb  starts  low  in  the  jungle, 
and  it's  warm  and  humid  at  the  first 
few  camps.  But  at  Camp  4,  around 
15,000  feet,  temperatures  drop  be- 


low  freezing,  and  sweaters  and  parkas 
replace  shorts  and  T  shirts.  Vegeta- 
tion begins  to  thin  out.  Above  16,000 
feet,  it's  all  rocks,  ice  and  snow.  At 
these  higher  elevations,  the  porters  fill 
your  bottles  with  hot  water  to  help 
keep  you  warm  at  night.  Around  the 
campfire  we  swap  jokes  and,  at  one 
point,  mutual-fund  ideas.  Anything 
to  keep  warm. 

The  ultimate  test  begins  on  the 
evening    before    the    final  ascent. 
Camped  at  18,500  feet,  near  the  Furt-  I 
wangler  Glacier,  the  thin  air  makes  I 
breathing  difficult  and  sleeping  al-  I 
most  impossible.  A  40mph  wind  I 
howls  outside  my  tent.  It's  snowing  [j 
and,  with  windchill  below  zero — a 
sharp  contrast  to  the  steamy  jungle  so 
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1'  Furtwangler 

0  0 

1  Glacier 
Where  the  cold 
can  be  killing: 
Recognizing  the 
symptoms  of 
hypothermia, 
our  guide  crawls 
in  between  the 
women,  adding 
his  body  heat. 
Before  long,  their 
body  tempera- 
tures are  close 
to  normal. 


The  peak  from  a 
nearby  game  park 
Before  you  go, 
jog,  lift  weights 
and  hit  that 
StairMaster. 


far  below  us. 

Things  can  get  a  bit  dangerous  at 
this  point.  Thev  did  in  our  group. 
Vivian  Poer,  32,  a  marketing  manager 
at  Starbucks  Coffee  in  Seattle,  and 
Lilian  Sard  Ramirez,  36,  an  executive 
withe  are  from  Guatemala,  have  been 
shivering  uncontrollably  for  the  last 
hour.  Scott  Fischer  recognizes  the 
symptoms  of  hypothermia,  zips  their 
two  sleeping  bags  together  and  crawls 
in  between  the  pair,  adding  his  body 
heat.  Before  long,  their  body  tem- 
peratures are  close  to  normal. 

Our  wake-up  call  comes  at  6  a.m. 
Not  that  any  of  us  has  gotten  much 
sleep.  I  put  on  all  the  clothes  I  own, 
including  my  good-luck  scarf.  After 
some  watery  oatmeal,  I'm  off  for  the 
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Which  came  first,  the  club  or  the  hole? 


This  is  the  par  6  12th  hole  at  Meadows  Farms  Golf  Course  in  Locust  Grove, 
Virginia.  An  841-yard  monster  with  two  lakes,  four  tees,  and  a  sand  trap  shaped 
like  a  three  leaf  clover.  About  the  only  thing  missing  is  a  bus  stop. 

It  may  seem  at  first  glance  like  an  unfair  test,  but  if  you  talk  to  some  golf 
course  designers,  they'll  tell  you  technology  is  shortening  the  game.  Balls  carry 
farther.  And  holes  that  were  once  challenging  par  5's  are  now  playing  more 
like  long  par  4's.  Well,  we've  got  news  for  these  golf  architects:  You  ain't  seen 
nothin'  yet. 

Introducing  the  new  Tommy  Gun  Titanium  Driver. 

The  Tommy  Gun  takes  length  and  accuracy  off  the  tee  to  a  new  level,  by 
combining  our  unique  Cavity  Balanced  platform  sole  with  the  latest  in  titanium 
technology.  Long  renowned  in  the  aerospace  industry  for  its  light  weight, 
uniform  density,  and  remarkable  strength,  titanium  is  a  material  ideally  suited 
for  use  in  golf  club  construction. 

It  is  these  properties  which  have  allowed  us  to  make  the  Tommy 
Gun  head  a  full  40  percent  larger  than  a  typical  steel  driver  head, 
thus  providing  a  super-large  sweet  spot  for  virtually  error-free 
contact  in  the  tee  box.  What's  more,  we've  lengthened  the 
graphite  shaft  to  45  inches,  resulting  in  greater  clubhead  speed 
at  impact. 

The  overall  effect  of  this  state-of-the-art  technology  is  fewer 
miss-hits,  incredible  control,  and  distance  that  borders  on  the 
unbelievable. 

Take  the  new  Tommy  Gun  out  for  a  test  drive.  You'll  see  why  it's  got 
golf  course  designers  everywhere  scratching  their  heads. ..and  sharpening 
their  pencils. 

For  more  information,  call  1  800-468-7268  or  visit  our  World  Wide  Web 
site  at  http://www.tommyarmour.com. 


TAKE  YOUR  CAME  TO  THE  NEXT  LEVEL 


Available  with  Heel  shafts  by  True  Tempei  and  grips  InCnl/M 


The  new  Tommy  Gun 
supersize  titanium  driver 


Camp  6  at  18,500  feet,  a  long  sixth  of  a  vertical  mile  shy  of  the  peak 

"Po-lay,  po-lay,"  the  porters  urge.  They  aren't  teasing — a  slow,  steady  pace  is  the  way  to  go  at  high  altitudes. 


top — 840  feet  farther  up. 

The  snow  that  fell  during  the  night 
has  blanketed  Kilimanjaro's  mile- 
wide  volcanic  crater  with  an  eerie 
w  hite  dust.  The  clouds,  thousands  of 
feet  below  us,  look  like  whitecaps  on 
the  ocean.  It's  hard  to  tell  where  the 
mountain  leaves  off  and  the  clouds 
begin.  Between  the  light-headedness 
and  the  stark  scenery,  everything 
seems  surreal. 

It's  now  two  to  three  breaths  per 
step,  very  slow  going.  I  have  a  mon- 
ster headache,  but  with  the  goal  this 
close,  I'm  not  going  to  give  up.  With- 
in an  hour  the  terrain  levels  off  and  we 
see  what  appears  to  be  the  summit — a 
rounded  area  with  a  half-dozen  peo- 
ple hanging  about. 

Ten  minutes  later  we're  on  the  roof 
of  Africa,  and  for  hundreds  of  miles — 
north,  south,  east  and  west — the 
plains  of  Tanzania  and  Kenya  are  visi- 
ble through  patches  of  clouds  more 
than  3V2  miles  below.  We  can  see  the 
curvature  of  the  earth,  and  the  sky  is 
blue-black,  like  space. 


After  some  celebrating  and  souve- 
nir photos,  we  take  a  deep  breath, 
then  start  the  long  descent,  which  will 
take  until  early  evening.  I'm  tired  and 
gamey,  and  my  face  is  covered  with 
stubble.  The  feeling  is,  well,  Heming- 
wayesque,  even  though  half  the  yup- 
pies in  Europe  and  the  U.S.  have 
stood  on  this  spot  before  me. 

Interested?  Because  Kilimanjaro  is 
only  a  few  hundred  miles  from  the 
equator,  most  climbing/safari  trips 
are  offered  year-round,  except  during 
the  short  rainy  seasons  in  April-May 
and  November. 

At  least  four  companies  take  orga- 
nized groups  up  the  Shira  route: 

Geographic  Expeditions  (formerly 
InnerAsia),  San  Francisco,  Calif.  800- 
777-8183;  $4,500  with  four-day 
game  safari  starting  in  1997. 

Mountain  Madness,  Seattle,  Wash. 
800-328-5925;  $4,200  with  five-day 
game  safari  (S2,55()  just  for  the 
climb). 

Mountain  Travel-Sobek,  El  Cer- 


rito,  Calif.  800-227-2384;  $4,200 
with  seven-day  game  safari/Mount 
Meru  practice  climb. 

Wilderness  Travel,  Berkelev,  Calif. 
800-368-2794;  $4,800  with  eight- 
day  game  safari  ($2,995  just  for  the 
climb). 

To  the  basic  tour  cost,  add  $1,700 
to  $2,000  for  airfare  from  the  U.$.  via 
klm,  Air  France  or  British  Airways. 

If  you  decide  to  go,  ask  your  doctor 
about  Diamox,  a  prescription  drug 
for  altitude  sickness  that's  usually  very 
effective  above  12,000  feet.  You'll 
need  a  slew  of  inoculations — against 
yellow  fever,  tetanus,  meningitis,  ty- 
phoid, polio  and  malaria  (oral).  A 
gamma  globulin  shot  is  also  recom- 
mended (to  ward  off  hepatitis). 

Equipment?  Nothing  fancy.  Most- 
ly polypro  and  fleece  clothing;  good, 
broken-in  hiking  boots;  and  Gore- 
Tex  rain  gear.  You  can  expect  rain 
daily,  usually  in  the  afternoon.  You'll 
also  need  a  top-quality  sleeping  bag. 
Many  outfitters  will  rent  them  for  a 
few  dollars  a  daw  H 
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fter  One  Night  At  The  Sherry-Netherland, 
You'll  Never  Want  To  Stay  In  A  Hotel  Again. 


AND-PAINTED 
ALIAN  RENAISSANCE 
\NELED  ELEVATORS 


When  you  first  arrive  at 
The  Sherry-Netherland,  you 
may  have  the  same  reaction 
as  many  of  our  guests. 

"I've  never  seen  anything 
like  this." 

Which  is  hardly  surprising, 
because  there's  nothing  like  The 
Sherry-Netherland.  Instead  of  the 
usual  crowded  hotel  lobby,  the  quiet 
marble-columned  space  looks  like 
the  interior  of  a  classical  European 
building.  WTiich  is  understandable. 
It  was  inspired  by  the  Vatican  Library. 

Although  this  is  your  first  visit,  the 
concierge  greets  you  by  name,  as  will 

the  staff.  Of  which  we  have  two 
to  three  per  guest.  (At  a  hotel, 
the  reverse  is  true.) 

The  serendipities  continue. 
When  did  you  last  enter  an 
elevator  that  was  a  work  of  art? 
Where  a  white-gloved  oper- 
ator whisks  you  silently  , 
up  to  your  floor. 
The  suites  and  rooms  are 
another  revelation.  Some  contain 
antiques  worthy  of  the 
Vanderbilt  Mansion,  which 
in  many  cases  is  where  they 

EVEN  OUR  CLOCK  IS  A  DESIGNATED  LANDMARK 


came  from.  Some  have 
marble  bathrooms,  hand- 
loomed  French  carpets, 
|  crystal  chandeliers. 

We  even  have  a  library. 
|T1  »  Ask  for  a  book  or  a  movie. 
i:/  ^  \  "    It  will  be  in  your  room  in 
J  Z*J    minutes.  And  we  have  the  best 
location  in  New  York.  Across 
from  Central  Park,  a  few  steps 
'  >\t^        from  Bergdorf  Goodman,  Tiffany, 
and  F.A.O.  Schwarz  —  and 

ROMAN-GRECO  VASE 

in  one  of  our  suites    j ust  a  short  walk  to 


HARRY  CIPRIANI'S 
RESTAURANT 
-\  SERVES  YOU  IN 
"    THEIR  DINING  R00M- 
'    OR  IN  YOUR  SUITE 


Rockefeller  Center. 

The  Sherry-Netherland 
is  not  a  hotel.  Rather,  it  is 
a  magnificent  residence 
owned  by  a  small  group  M 
of  exceptionally 
diffident  people  who 
live  there. 

It's  their  place  in  town.  ^ 
If  you,  too,  would  like  to  enjoy  their 
kind  of  luxury,  we  invite  you 
to  call  Mr.  Louis  Ventresca  at 
212-355-2800. 
But  we  warn  you.  After  one  night 
with  us,  you  may  never  want  to  stay 
in  a  hotel  again. 

Oie  SH€RRV  N€TH€RIAIND 

Your  Place  In  Town 


COLLECTORS 


Grape 

expectations 

The  big  auction  houses  are  now  competing 
with  regular  merchants  for  the  wine  snob  trade. 


By  Doris  Athineos 

"Nothing  is  ever  too  expensive  for 
me  to  drink,"  boasts  oenophile 
Charles  Klatskin.  He  downed  a  pre- 
cious bottle  of  1934  Romanee-Conti 
Burgundy  from  his  own  cellar  on  his 
50th  birthday  in  1984.  Had  he  kept  it 
instead,  it  could  now  fetch  $4,500.  "I 
have  a  very  rich  stomach,'1  savs  the 
New  Jersey  real  estate  broker. 

Where  does  Klatskin  find  such  rare 
wines?  Nowadays,  at  auction.  In  most 
states  only  licensed  merchants  may 
sell  wine  or  trade  in  it.  But  wine 
auctions  became  legal  in  New  York  in 
November  1993,  as  they  already  were 
in  California  and  Illinois. 

In  less  than  two  years  Manhattan 
has  become  the  wine  auction  capital 


of  America,  supplanting  Chicago  and 
San  Francisco  in  sales  and  volume. 
Seventeen  wine  auctions,  packed  with 
about  1,000  lots  each,  are  slated  for 
New  York  City  in  1996.  That's  more 
than  all  other  wine  auctions  in  the 
U.S.  combined. 

The  New  York  liberalization  fol- 
lowed years  of  wrangling  between 
wine  merchants  and  the  auction 
houses.  They  made  peace,  and  now 
happily  team  up. 

Madison  Avenue  wine  retailer 
Sherry-Lehmann,  for  example, 
hooked  up  with  Sotheby's  (and  its 
platinum  mailing  list  );  and  Scarsdale, 
N.Y.  retailer  Zachys  paired  up  with 
Christie's  in  1994.  Another  major 


retailer,  Morrell  &  Co.,  stages  its  ow  n 
auctions. 

Rut  while  rare  wine  may  now  be 
more  accessible,  it's  not  cheaper. 
Prices  have  shot  up  over  50%  since 
1994,  according  to  the  Wine  Specta- 
tor Auction  Index. 

Not  only  have  auctions  attracted 
more  buyers,  recent  vintages  of  high- 
ly prized  w  ines  have  been  lousy.  The 
siring  of  bad  vintages  in  the  Bor- 
deaux region  from  1991  through 
1994  has  sent  wine  snobs  running  to 
auction  for  mature,  ready-to-drink 
wines.  The  finest,  fust  growth  1982 
red  Bordeaux  (Chateau  Petrus,  Mar 
gaux,  Latour  and  Mouton-Roth- 
schild )  have  risen  400%  to  600%  since 
their  release.  These  days  a  bottle  of 
1982  Chateau  Petrus  fetches  about 
SI, 000  (as  a  wine  future  in  1983  it 
sold  for  only  S63  ). 

Burgundy  from  the  best  houses 


Ronald  Lawrie  at 
pre-auction  tasting 
Nosing  around 
for  California 
vintages  at  25% 
less  than  they 
fetch  on  the 
Coast. 


Charles  Klatskin 
bidding  for 
Burgundy 
"I  have  a 
very  rich 
stomach." 
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COMPUTER  PERIPHERALS 


Trouble  Connecting 
Your  Modem? 


•  Digital  PBXs 

•  Foreign  Phone  Jacks 

•  Pay  Phones 

•  Hard  Wired  Phones 


TeleAdapt  * 
has  the 
solution 


http://www.  teleadapt.  com 

Call  1  408  370  5105 
Fax  1  408  370  5110 


FRANCHISING 


Franchising. 

ranchise  your  business  lor  growth 
ind  success.  Call  Franchise 
)evelopments,  Inc ,  the  nation's  most  | 
xpenenced  franchise  consulting  firm.  ( 
412)  687-8484  or  800-576-5115  pp| 


MISCELLANEOUS  FOR  SALE 


INVESTMENT  GEMSTONES 
UARANTEED  LIQUIDITY!! 

We  buy  &  sell  Diamonds 
and  all  Precious  Gemstones. 
rree  wholesale  catalog  since  1967! 

Member:  Jewelers  Board  of 
Trade  &  Chamber  of  Commerce. 

HOUSE  OF  ONYX 
I  Main  St.,  Greenville,  KY  42345 
100-844-3100  or  FAX  502-338-960 


TRAVEL 


<eed  a 
yart 
"ime 
et? 

He  Air 
lharter 
iuide- 

\our  ticket 
get  (here  , 
.-tailed  I 

i -tings  include  [ 

500  pages  of 

Int'l  Listings  &  Photos. 

16,000  Charter  Aircraft  with  prices. 

3000  operators  listings  with 

business  profiles,  contacts  and  more 
(Executive  Aircraft  /  Air  Ambulance 
i  On  Demand  Freight 

lie  Most  Complete  Directory 
of  its  Kind  in  the  World! 

L  Today  (617)  547-5811 

1 4  Ml  Auburn  W  C  jnibndge.  MA  021 W 
ix:  (617)  KciH-5335 


WIRELESS  TELECOMMUNICATIONS 


IHSTRHTLY  EXTEND  Y0UH  PHONE  LINE  UP  TO  GO  MILES 

With  the  SR-20  Long  Range  Wireless  Telephone  System  from  Phone  Masters. 

^  i a  mm 

Connect  your  existing  line  to  a  remote  location  for         ^SmM  PhOfl©  MSStGTS 

superior  phone,  fax.  and  data  communication.        1 022  S.  La  Cienega  Blvd.  •  Los  Angeles.  CA  90035  USA 


CONSULTING 


TOP  GUNS 


LEASE  A  TOP  MANAGER'S  EXPERTISE 

Experienced  COO/President  for  turn-around  or  fill-in 
at  high-tech  or  service  company.  Proven  results  in 
development  of  strategy,  marketing  and  people  for 
increased  sales  and  profits.  Let's  talk! 
Internet:  Decision6@aol.com  or  CBD, 
Box  19,  CYC,  1000  Water  Street,  SW, 
Washington,  D.C.  20024. 
Telephone  703-329-3356 


CAPITAL  AVAILABLE 


Now  any  small  business  can 
raise  up  to  $1  million  equity 
capital  and  go  public  under  new 
SEC  Small  Corporate  Offering 
Registration(SCOR)  guidelines. 

DataMerge's  SCOR  Kit  can 
help  you/your  clients  find 
investors  and  get  capitalized  in 
just  30  days!  FREE  INFO 
FAXED  800-580-1188 


BUSINESS  OPPORTUNITIES 


Build  a  successful  business 

using  your  computer!  We  do 
it  and  will  show  you  how. 
Patented  process,  no  nonsense 
proven  program,  high  profits, 
$7k  investment;  800-605-3744 


EXECUTIVE  GIFS 


Do  you 

jVpostvrEvolvtion  cswM  be 

W  tin  solution 

*    PosturEvcdution  helps  retrain  your 

experience  i 

bock  so  you  (an  maintain  good 

posture  wherever  you  sit 

•  Portable 

frequent  fl 

•Rugged 

•  Supportive 

•  Comport 

back  pain  " 

l    Poslur Evolution  transforms  your 

1  choir  ot  cor  seat  into  a  foundation 

1  for  proper  sitting,  (oil  for  a  free 

or  fatigue' 

■  brochure. 

f  PosturEvolution 

800.392.0363 

EXAM  PREPARATION 


Securities  Exam  Preparation 

Offering  All  NASD  Study  Programs  Since  1972 

Registered  Investment  Advisor 
Commodity  Trading  Advisor 

Study  Texts-Computer  Courses 
Professional  Finance  Texts 


1-800-B48-7277  or  (406)  768-4224  FAX 


REAL  ESTATE 


103  I  EXCHANGE  BUYERS 

Protect  your  equity  in  a  Class  "A" 
Mid-rise  Office  Building  Investment. 
Prime  front  door  location  in 
Colorado's  premier  address 
The  Denver  Technological  Center 
1 00%  Leased  Long-Term  to  Fortune 

Top  25  Tenant 
$35M  price  yields  13.9%  IRR  and 
Potential  leveraged  IRR  19.7% 

Equity  $10M+ 
Bill  Conway  or  Aaron  Cobabe 
at  Cushman  &  Wakefield 
(303)  571-4100 

\i  ui  s  &  Pricks 

664  Well,  elec,  deer  $299/ac 

1083  Rio  Grande  R..  STX  $449/ac 

1239  Wmill  well.  elec.  deer  $299/ac 

2068  Lodges,  well,  game  $239/ac 

2417  WmTll.  well,  gamey   $149/ac 

2921  Muledeer,  Presidio   $69/ac 

3121  Nueces  Riv..  gamey   $349/ac 

3229  Muledeer.  Presidio   $59/ac 

3797  Muledeer.  4  wells  $!39/ac 

6150  Muledeer.  Presidio   $49/ac 

Ed  White  Realty  800-683  Land 


CORPORATE  ITEMS 


Sales  Demo  Cases 

•  Heavy  Duty  Construction  •  Heavy  Duty  Latches. 

•  Water  Resistant  Handles  and  Hinges 

•  With  or  Without  Foam     •  Colas  Available 

•  Various  &ze5  Avalable    •  Worki's  Fines! 

•  Dust  Proof  Ca»  for  FREE  Catalog 

1-800-533-3631  FAX-507-263-3129 

GEMINI 

INCORPORATED 
103  MENSING  WAY  CANNON  FAUS,  MM  55009 


FRANCHISE  CONSULTING 


Franchise 

your  business! 

For  the  expert  help  you  need  to 
become  a  franchisor,  call: 
1-800-877-1103 

prancorp 

Specialists  in  Franchise  Development  FB 
■  Crcjtjc  *  Los  Angles  » fuptw  FL»Me»coCi:,»6u*-Oi  Am 


EXECUTIVE  GIFTS 


SALVADOR  DALI 


"Drawers  of  Memory" 

1 964  Original  Lithograph 
Pencil  Signed  by  Salvador  Dali 

Collect  Rare.  Authentic. 
Dali  Limited  Editions  From  The 
#l  Source  of  Dali  Graphics 

SILVERSTATE  FINE  ART 

FREE  CATALOG 
1-800-999-DALI  (3254) 
•*OR  CIRCLE  READER  SERVICE  CARD" 


HAND  CARVED  MAHOGANY 
JET  FIGHTERS 


to  7T'  mode's  ore  hand 
crofted  from  solid  mohogony  with 
hondpo'ited  markings  and  deloib 

•  CXtf  160  models  m  Hock 

•  PncedfromS9950 

•  So'rsfociion  guaranteed 

Cat  1  800  950-9944 


I  Ai  II 14 


WOtUHIiMMeMMBS 

am 

JUaOKUflWB 

UX5Na»?»Sw* 
Stoma*  Aro4A28SW 


CORPORATE  EXECUTIVE  GIRS 


rf  \ 

C*H  24  hour*  «  -<L^ 

I -800-462-9091 


8  tall  handcrafted 
Brahman  bull  model 
149.50  plus  shipping 
Satisfaction  guaranteed 
Malonta  Corp. 


MAILORDER 


Ultimately  Luxurious 


Choose  an 
"elevette" 

residential 
elevator  as  the 
ultimate  feature 
for  your  home,  or 
as  the  ultimate 
convenience  for 
a  loved  one  who 
shouldn't  use 
stairs. 


For  free  literature,  contact: 


INCLIMATOR 


COMPANY  OFjlAMtRICA 

Dept.  7 
P0  Box  1557 

Harrisburg.  PA  17105-1557 
Phone  717-234-8065 


FORBES  MARKET  CLASSIFIED 

To  spotlight  your  speciality  product  or  service  to  an  affluent  proven  responsive  executive  audience: 
CALL  OR  FAX  LINDA  LOREN  (212)  620-2440  or  FAX  (212)  620-2472,  e-mail:  lloren@forbes.com 


Your  head  might  not  actually  grow,  but  your  body  of  knowledge  will. 


News  you  can  use: 


EDITED  BY  DERO  A.  SAUNDERS 


"The  more  things  change  . . ." 

70  years  ago  in  Forbes 

(From  the  issue  of  May  1,  1926) 
"Regulation  can  degenerate  into 
strangulation.  If  the  present  drift  be 
not  checked  by  the  courts  or  by  Con- 
gress, the  functioning  of  our  business 
machinery  will  become  clogged.  As 
things  are  going,  the  time  will  soon 
come,  if  it  has  not  already  come,  for 
regulating  regulation." 

"Although  business  and  industry  are 
already  hedged  about  by  too  many 
regulatory  bodies,  one  industry  needs 
attention.  President  Coolidge  urges 
that  "authority  should  be  lodged  with 
the  President  and  the  Departments  of 
Commerce  and  Labor  giving  them 
power  to  deal  with  an  emergency,1  in 
the  coal  industry.  The  public  is  con- 
vinced the  coal  mine  ow  ners  and  the 
coal  miners  have  miserably  failed  to 
exercise  prudently  [their]  freedom." 


0% 


Lloyd  Scruggs  of  St.  Louis'  Copper-Clad 
Malleable  Range  Co.  was  considered  a 
business  genius  in  the  1920s. 


60  years  ago 


(From the  issul oh  May  1,  1936) 
"In  1926  a  European  professor, 
N.  D.  Kondratieff,  published  a  study 
of  volume  and  prices  oxer  a  period  of 
1 30  years  which  showed  that  during 
the  entire  time  these  United  States 
have  been  in  existence,  there  has  been 
an  important  change  in  the  direction 
of  prices  and  business  activity  once  in 
approximately  each  generation." 

"An  important  business  milestone 
was  passed  late  in  April  when  the 
highest  court  in  New  York  ruled  that 
the  state  unemployment  insurance 
plan  violates  neither  the  state  nor  the 
federal  constitutions." 


Forbes'  May  1, 1936  cover  picked  the 
tractor  as  the  farm's  main  power  source. 

50  years  ago 

(From  the  issue  of  May  1,  1946) 
"Conservative  Southern  Democrats 
in  Congress,  including  several  whose 
re-election  heretofore  has  been  large- 
ly routine,  are  showing  increasing 
signs  of  alarm  over  the  CIO-PAC  threat. 
Primary  time  is  approaching,  and  bat- 
tic  lines  arc  being  draw  n.  CIO's  mil- 
lion-dollar drive  to  organize  Dixie's 
textile  and  lumber  workers  has  a  sec- 
ondary  purpose — unseating  legisla- 
tors who  have  blocked  most  of  the 
Administration's  program ." 

"The  small  boat  business  has  an 
extremely  promising  future,  offering 
excellent  opportunities  either  to  an 
investor  or  to  a  man  who  wants  his 
own  business,  and  who  has  capital 
ranging  from  SI, 500  to  $20,000. 
This  wide  range  of  capital  is  due  to  the 
fact  that  the  business  is  highly  flexible. 
You  can  start  on  a  very  small  scale, 
selling  gas  and  oil,  or  you  can  offer  a 
complete  service." 


25 


years  ago 


(  From  thh  issue  or  May  1 ,  1971 ) 
"Youth  is  wasted  on  youth,  accord- 
ing to  an  old  saying.  But  I  think  it's 
quite  the  other  way  'round.  To  be 
granted  the  wisdom  that  usually  ac- 
crues from  several  decades  of  living 
while  one  is  actually  young  in  body 
and  spirit — ah! — there's  the  combi- 
nation!" -Malcxm.m  Forbes 


"For  years  the  great  majority  of  busi- 
nessmen turned  their  backs  on  the 
'bellyachers'  who  argued  for  import 
quotas  and  the  like.  Rut  that  was  be- 
fore the  unique  business-government 
conglomerate  called  Japan  Inc.  cap- 
tured upwards  of  50%  of  the  U.S. 
radio,  motorcycle,  electronic  calcula- 
tor and  selected  camera  markets  (to 
name  a  few),  and  began  widening  its 
annual  trade  surplus  w  ith  us  to  around 
$1.5  billion.  Today  Japan  controls 
15%  of  the  U.S.  import  market.  And 
it's  shooting  for  20%  by  1975." 


10  years  ago 


'From  the  issue  or  Apr.  21,1 986 ) 
"Australia  is  no  longer  Dow  n  Under 
on  tourists'  maps.  Whether  they  make 
it  there  or  not,  the  island  continent  is 
now  No.  1  on  Americans'  w  ish  list  of 
foreign  holiday  destinations,  up  from 
49th  in  1983.  Applications  lor  visas 
increased  33%  by  1985,  in  spite  of  [high 
season]  airfares  averaging  SI  ,296." 

"In  the  first  half  of  the  1 980s  nobody 
seemed  to  want  stocks  and  bonds. 
Instead,  gullible  investors  poured  over 
$30  billion  into  public  and  private 
limited  partnership  syndications  and 
junk  mortgage  real  estate  investment 
trusts  (REITs)  as  tax  shelters  and  infla- 
tion hedges.  The  predictable  hap- 
pened. The  scorned  stocks  and  bonds 
paid  off  handsomely  while  the  real 
estate  deals  fizzled ."  « 


0 


Dallas'  Park  Central  III:  Pretty?  Not 
if  you  lost  your  investment  in  it. 
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H.P.  Davison,  who  became 
the  number  one  Morgan  partner 
and  was  widely  recognized 
as  among  the  ablest  bankers 
America  ever  produced, 
modestly  explained  to  me 
how  he  went  about  qualify- 
ing for  promotion.  Briefly, 
he  always  taught  whoever 
was  immediately  below  him 
to  do  his  (Davison's)  work; 
next  he  learned  all  he 
could  about  the  job  immed- 
iately ahead.  In  this  way, 
whenever  changes  became 
necessary,  his  supervisors 
found  it  easy  to  promote 
him.  After  he  rose  to 
the  top  he  followed  the 
same  principle  of  teaching 
others  how  to  pinch-hit  for 
him,  thus  avoiding  delay 
or  dislocation  should  he 
be  absent  at  any  time. 


-B.C.  Forbes 


And  it  came  to  pass  in  those 
days,  that  there  went  out  a 
decree  from  Caesar  Augustus, 
that  all  the  world  should 
be  taxed. 
-Luke  2:1 

Taxes  grow  without  rain. 
-Jewish  proverb 

I'm  proud  to  be  paying  taxes 
in  the  United  States.  The  only 
thing  is,  I  could  be  just 
as  proud  for  half  the  money. 
-Arthur  Godfrey 

The  only  thing  that  hurts 
more  than  paying  an  income 
tax  is  not  having  to  pay 
an  income  tax. 
-Thomas  R.  Dewar 

Count  the  day  when, 
turning  on  its  axis, 
this  earth  imposes 
no  additional  taxes. 
-Franklin  P.  Adams 


A  Text .  .  . 

The  Lord  shall  open 
unto  you  his  good  trea- 
sure, the  heaven  to  give 
the  rain  unto  thy  land  in 
his  season,  and  to  bless 
all  the  work  of  thine 
hand:  and  thou  shall 
lend  unto  many 
nations,  and  thou  shalt 
not  borrow. 
-Deuteronomy  28:12 


Sent  in  by  Alice  W.  Huber, 

Florissant,  Mo. 

What's  your  favorite  text? 

The  Forbes  Scrapbook 

of  Thoughts  on  the  Business 

of  Life  is  presented  to  senders 

of  texts  used. 


An  old-fashioned  handshake 
is  a  good  way  to  do  business 
— unless  the  IRS  demands 
a  copy. 

-Cullen  Hightower 

The  tax-exempt  privilege  is 
a  feature  always  reflected 
in  the  market  price  of  [muni- 
cipal] bonds.  The  investor 
pays  for  it. 

-Justice  Louis  D.  Brandeis 

Like  mothers,  taxes  are 
often  misunderstood  but 
seldom  forgotten. 

-Lord  Bramwell 


More  than  9,000  "Thoughts,"  indexed  by  author  and 
subject,  are  available  in  a  three-volume  boxed  set  at 
$69.50  ($27.50  per  volume  if  purchased  separate- 
ly). Also  available,  a  one-volume  edition  of  over 
3,000  "Thoughts."  Price:  $27.50.  Send  check  and 
order  to  Forbes  Books,  P.O.  Box  11234,  Des  Moines, 
IA  50340.  Add  sales  tax  on  orders  in  New  York  State 
and  other  states  where  applicable.  For  faster  service 
call  1-800-234-4553  and  charge  to  your  credit  card. 


Anyone  may  so  arrange  his 
affairs  that  his  taxes 
shall  be  as  low  as  possible; 
he  is  not  bound  to  choose 
that  pattern  which  will 
best  pay  the  Treasury; 
there  is  not  even  a  pa- 
triotic duty  to  increase 
one's  taxes. 
-Judge  Learned  PIand 

An  economy  breathes  through 
its  tax  loopholes. 

-Barry  Bracewell-Milnes 

Nothing  is  more  familiar  in 
taxation  than  the  imposition 
of  a  tax  upon  a  class  or  upon 
individuals  who  enjoy  no 
direct  benefit  from  its 
expenditure,  and  who  are 
not  responsible  for  the 
condition  to  be  remedied. 
-Justice  FLarlan  F.  Stone 

A  government  which  robs 
Peter  to  pay  Paul  can  always 
count  on  Paul's  support. 

-George  Bernard  Shaw 

Unquestionably,  there  is 
progress.  The  average 
American  now  pays  out 
almost  as  much  in  taxes 
alone  as  he  formerly  got 
in  wages. 
-H.L.  Mencken 

The  power  to  tax  is  the  power 
to  destroy  only  in  the  sense 
that  those  who  have  power 
can  misuse  it. 
-Justice  Stanley  F.  Reed 

All  money  nowadays  seems 
to  be  produced  with  a  nat- 
ural homing  instinct  for 
the  Treasury. 

-Philip,  Duke  of  Edinburgh 

Where  there  is  an  income 
tax,  the  just  man  will  pay 
more  and  the  unjust  less 
on  the  same  income. 
-Plato 
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"We  We  re 
looki  ng  f  o  r 

Results 

So  We  Went 

With  The 

One  Company 


E  PU  TAT  ION  For 

Iesults." 


"The  fleece  apparel  industry  consolidated  very 
rapidly  in  the  late  1980's  and  Tultex  found  itself 
under  enormous  competitive  pressure.  We  real- 
ized we  needed  to  do  more  than  just  fix  things  as 
they  came  along  — we  needed  a  cultural  change. 

"We  looked  at  a  lot  of  firms,  but  the  approaches 
seemed  canned.  We  needed  an  initiative  tailored 
to  us,  and  we  knew  that  for  this  to  be  successful 
it  had  to  be  done  by  our  people,  not  by  outsiders. 
Zenger  Miller's  approach  to  consulting  and 
training  enabled  us  to  cascade  change  throughout 
the  organization.  We  didn't  find  that  with  the 
other  firms  we  talked  with. 


Iohn  Franck,  Chairman,  Tultex  Corporation 
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Tultex 


Objectives  Results 

horten  Cycle  Times  10%  Reduction 

vnd  Lower  Costs.  In  Costs. 


"The  cultural  changes,  cost  reductions  and 
productivity  gains  Zenger  Miller  has  helped  us 
to  achieve  are  truly 

■■■■■■Hi  T  M 

A  Reputation  For  Results™ 

Yes,  we're  looking  for  improved  results  in  our  organization. 

 Please  send  me  information  on  how  you  can  help  us. 

 Please  have  my  zenger  miller  account  representative  call  me  now. 


Organization. 


Industry  Type. 


.  #of  Employees. 


Mailing  Address. 
City  


.State. 


Zip_ 


Phone  (  )_ 


.Fax  (  ). 


Complete  and  mail  today  to  Zenger  Miller,  ATimes Mirror 

U   '  ompam 

1735  Technology  Drive,  San  Jose,  CA  95110-1313 

Call  1-800-566-0630,  Dept.  310  or  FAX  1-800-566-0636 

©199SZenger-Miller,  Inc 


mprove  Inventory 
urns. 

I  educe  Inventory 
Overhead. 

<  ustomer  Retention 
I  nd  Acquisition. 


22%  Improvement 
In  Turns. 

$25  Million  Reduction 
In  Inventory  Overhead. 

Increased  Market  Share, 
Enhanced  Reputation 
For  Quality  And  Service^ 
$13  Million  Added  Tb 
The  Bottom  Line. 
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We  have  the  systems  that  are 
the  solution. 

The  Corporate  Line  from  Canon. 

A  company-wide  meeting.  Last  minute 
changes.  Fast  turnaround  is  critical. 
So  what's  your  system?  The  Corporate 
Line  of  high-volume  copiers  from  Canon. 

In  today's  fast-paced  business  envi- 
ronment, you  need  the  most  advanced 
systems  to  simplify  your  operation. 
That's  where  The  Corporate  Line 
comes  in.  Our  high  performance 
copiers  and  copier/duplicators  give 
you  the  power  and  speed  you  need  in 
a  central  reproduction  environment. 
And  yet  they're  so  user-friendly,  they 
can  be  utilized  as  walk-up  copiers.  Plus, 
with  superior  image  quality  and 
finishing  capabilities,  you'll  see  the 
impact  ourCorporate  Line  copiers  can 
make  on  your  productivity- immediately. 

And  no  matter  which  Corporate 
Line  copier  you  choose,  you  can 
expect  the  reliability  and  durability  that 
has  made  Canon  the  industry  leader 
forthe  last  1 3  years.  Each  machine  is 
specifically  designed  to  maximize  your 
company's  productivity  and  efficiency. 

So  for  high-volume  document 
processing,  there's  no  debate  -  we 
have  the  systems  that  are  the 
solution.  The  Corporate  Line  of 
high-volume  copiers.  Just  call 
1-800-OK-CANON  for  more  infor- 
mation. Or  visit  us  on  the  Web  at 
http://www.usa.canon.com 
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Jobs 

CORPORATE  RESTRUCTURING  is  inhuman.  Downsizing  puts  profits 
before  people.  Mergers  wreck  lives.  There  should  be  a  law. 

Well,  of  course,  change  can  be  brutal,  but  if  you  are  as  sick  as  I  am 
of  the  monotonous  keening  about  restructuring  you  will  appreciate 
Peter  Brimelow's  "What  happened  to  all  those  blacksmiths?"  on 
page  46.  You  could  positively  weep  oxer  all  the  manure-shovelers 
who  lost  their  jobs  with  the  coming  of  the  automobile. 

Read  Brimelow's  (mercifully  short)  story.  Look  at  the  charts 
accompanying  it.  And  recall  what  w  e  reported  last  issue:  that  despite 
all  the  noise  about  corporate  downsizing,  the  Forbes  500s  added,  on 
balance,  240,000  net  new  jobs  last  year. 

So  forget  Teddy  Kennedy's  threats  to  have  the  feds  punish 
downsizers.  No  way.  Congress  isn't  that  shortsighted. 

Sex  and  work 


Speaking  of  Teddy  Kennedy  brings 
me,  via  stream  of  consciousness,  to 
.  .  .  sexual  harassment,  the  topic  of 
this  issue's  cover  story. 

No,  the  story's  not  about  Senator 
Ted.  It's  about  the  weird  situation 
that  has  arisen  as  a  result  of  Congress' 
efforts  to  please  feminists  by  trying  to 
regulate  behavior  in  the  workplace.  In 
a  society  where  you  can't  open  a 
publication,  or  zap  the  tube,  without 
having  sex  thrust  in  your  face,  busi- 
nesses are  by  law  supposed  to  main- 


tain Victorian  standards  of  prudery  in 
the  office  and  on  the  factory  floor.  If  they  don't,  the  trial  lawyers  will 
get  them. 

Authors  Alexandra  Alger  and  William  Flanagan  discovered  that  a 
w  hole  industry  is  growing  up  around  "sexual  harassment."  Alger 
attended  a  session  in  a  lawyer's  office  in  Connecticut  where  managers 
were  being  lectured — at  their  employers'  expense — on  how  to  police 
purity.  Alger  reports: 

"A  fellow  next  to  me,  a  manager  in  data  processing,  looked 
positively  ill  when  the  speaker  mentioned  that  people  in  his  position 
would  have  to  be  alert  against  other  employees  telling  dirty  jokes  or 
making  suggestive  remarks  in  office  E-mail.  When  the  session  was 
over,  I  asked  him  what  he  thought  of  it.  'Interesting  information,'  he 
muttered,  and,  noting  I  was  a  woman,  rushed  from  the  room." 

Says  coauthor  Flanagan:  "Women  fired  for  cause  have  a  new 
weapon  w  ith  w  hich  to  retaliate  or  to  sweeten  a  severance  package, 
but  other  w  orking  women  are  noticing  that  men  are  less  willing  to  be 
mentors  and  that  a  certain  chill  is  created  between  the  sexes.  I 
suppose  all  this  makes  some  bad-mannered  men  more  careful  about 
how  they  treat  women,  but  it  seems  a  strange  role  for  the  federal 
government  to  be  playing."  Page  106. 
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Franklin  U.S.  Government  Securities  Fund 


Get  Back  To  Basics 
With  High  Current 
Income  And  High 
Credit  Safety* 


Often,  two  basic  goals  of  investing  are  income 
and  credit  safety.  The  Franklin  U.S.  Government 
Securities  Fund,  one  of  the  nation's  oldest  and 
largest  Ginnie  Mae  funds,  is  designed  to  give 
you  both. 

♦  High  current  income  in  the  form  of  monthly 
dividends 

♦  High  degree  of  credit  safety 

Although  the  fund's  yield  and  share  price  are 
not  guaranteed,  individual  Ginnie  Mae  securities 
in  the  portfolio  carry  a  guarantee  backed  by  the 
full  faith  and  credit  of  the  U.S.  government  as  to 
timely  payment  of  principal  and  interest.  Franklin 
is  an  industry  leader  in  Ginnie  Mae  investing  and 
focuses  on  conservative  portfolio  management. 

Call  your  investment  representative  or  Franklin 
today  for  a  free  brochure. 

Franklin  Templeton  Distributors,  Inc. 


Call  1-800- 
342-FUND 
Ext.  F338 

Franklin  Funds 

777  Mariners  Island  Boulevard 
San  Mateo,  CA  94404-1585 

would  like  a  jree  prospectus 
containing  more  complete  information  on  the 
Franklin  U.S.  Government  Securities  Fund, 
including  sales  charges  and  expenses.  I  will 
read  it  carefully  before  I  invest  or  send  money. 

D  I  am  currently  a  Franklin  shareholder. 

Name 

Address 

City 

State 

Zip  code 


F  a  A  N  K<  L  I  N 


A  Member  of  the  $139  Billion  Franklin  Templeton  Group 
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Southern  discomfort 

In  A.  cover  story  four  years  ago, 
Forbes  boldly  proclaimed  that  coun- 
try music  was  going  to  rival  rock  as 
America's  pop  music  of  choice  (Mar. 
2,  1992).  Spurred  by  sawy  young 
stars  like  Garth  Brooks  and  Reba 


McEntire,  country  record  sales  were 
galloping.  We  said  they  could  double 
within  two  years. 

But  after  peaking  at  17.5%  in  1993, 
country's  market  share  slipped  last 
year  to  16.7% — barely  up  from  when 
our  story  ran.  In  the  first  quarter  of 
1996,  country  CD  unit  sales  were 
down  15%  from  a  year  ago.  By  com- 
parison, sales  for  the  music  industry  as 
a  whole  dipped  1%,  according  to 
industry  research  firm  SoundScan. 

Another  gloomy  sign:  wyny  in 
New  York  City,  previously 
Manhattan's  only  country  music  sta- 
tion, switched  to  a  funkier  format 
because  of  declining  ratings. 

What's  happened?  Increased  costs 
have  squeezed  margins,  making  it 
tougher  for  new  talent  to  emerge 
and  for  seasoned  acts  to  prosper. 
Producing  a  country  album  costs,  on 
average,  a  little  less  than  $200,000 — 
double  what  it  did  ten  years  ago. 
Concert  costs  have  also  skyrocketed, 
while  ticket  prices  have  stayed  gener- 
ally under  $35.  Once  just  a  singer,  a 
guitar  and  a  band,  country  acts  now 
are  expected  to  employ  lasers,  elabo- 
rate light  shows  and  video  screens. 
"The  litde  gravy  that  dripped  off  the 
table  and  onto  the  floor  has  seemed 
to  dry  up,"  sighs  Chuck  Flood,  a 
Nashville  business  manager.  "Right 
now,  the  picture  is  a  little  bleak." 

— Robert  La  Franco 


Bally  high 

Just  as  Bally  Entertainment  was 
starting  to  rebound  last  year,  we 
pointed  out  how  ITT  Corp.  had 
passed  up  buying  the  Chicago  casino 
company  for  $1.1  billion  18  months 
earlier.  Instead,  ITT  paid  $1.9  billion 
for  similar-size  Caesars  World  to  add 
to  its  purchase  of  the  Desert  Inn,  a 
high-end  but  dowdy  Vegas  casino 
(Jan.  30,  1995). 

How  things  have  changed.  Bally 
has  since  been  on  a  full-blown  win- 
ning streak,  with  revenues  up  10% 
and  operating  earnings  up  49%.  Its 
stock  has  more  than  tripled,  to  a 
recent  $22.  Last  month  word 
leaked  that  ITT  was  going  after  Bally 
again,  this  time  for  $2.6  billion  in 
cash  and  assumed  debt.  Desert  Inn, 
meanwhile,  has  become  a  drag  on 
the  conglomerate.  In  the  past  year 
ITT  was  out  shopping  it  to  Bally  and 
others.  It  got  no  takers. 

Bally  is  also  talking  with  Hilton. 
Bally's  crafty  head  and  largest  share- 
holder, Arthur  Goldberg,  may 
choose  to  stay  independent.  But 
here's  our  long-odds  predicdon:  Bet 


Bally's  Park  Place  in  Atlantic  City 
Who  will  win  the  company? 
It's  a  crapshoot. 


on  deep-pockets  Hilton.  ITT  has 
been  roundly  criticized  for  overpay- 
ing for  its  glitzy  acquisitions  and 
executive  salaries.  It  needs  to  show 
Wall  Street  that  it  has  some  regard 
for  shareholder  money.  And  with 
Bally  on  a  roll,  Goldberg  has  no  rea- 
son to  sell  out  for  anything  less  than 
top  dollar. 
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You  Don't  Have  To  Say  A  Word. 

Our  legendary  Gold  Ballotin  will  express  the  right  sentiment  for  any  occasion.  For  it  holds  the  luscious  chocolates 
that  speak  with  greater  eloquence  than  any  words.  Stop  in  or  call  I-800-9  GODIVA. 
Or  visit  us  on  the  Internet  at  http://www.godiva.com/. 


GODIVA 

Chocolatier 


We've  come  up  with  a 
whole  new  world 
language.  It's  got  people 
everywhere  talking. 


The  world's  first  standard  in 
digital  mobile  communications 
goes  by  the  name  of  GSM  - 
Global  System  for  Mobile  Com- 
munications. Deutsche 
Telekom  played  a  key  role  in  its 
development.  With  GSM,  as 
well  as  ISDN  and  ATM,  we're 
laying  vital  stepping  stones 
toward  the  global  information 
infrastructure  of  the  future. 


Together  with  our  European 
partners,  we  at  Deutsche 
Telekom  have  created  the  GSM 
standard  for  digital  mobile  com- 
munications. It  marks  a  mile- 
stone on  the  road  to  improved 
international  understanding,  a 
landmark  pointing  the  way  to 
guaranteed  quality,  coverage 
and  reliability  of  transmission. 
GSM  is  the  key  to  true  world  mo- 
bile communications. 

European  initiative  for  the 
digital  future  of  the  world. 

In  only  five  years,  GSM  has 
established  itself  as  the  bench- 
mark, the  world's  mobile  com- 
munications standard.  People 
in  over  80  countries  throughout 
four  continents  already  depend 
on  digital  GSM  mobile  com- 
munications networks,  and  the 
number  is  constantly  growing. 
What's  more,  working  with  its 
partners,  Deutsche  Telekom 
has  for  the  first  time  opened  the 
way  for  unlimited  mobile  com- 
munications between  Europe 
and  North  America,  translating 
GSM  technology  originally 
masterminded  in  Europe  into  a 
new  global  telecommunications 
language. 


Telecommunications 
"made  in  Germany". 

Another  example  of  Deutsche 
Telekom's  technological  cutting 
edge  are  the  Data  Infobahns. 
We  operate  the  most  closely- 
woven  fiber-optics  network  in 
the  world.  Our  cable  network  is 
also  the  world's  biggest,  some 
1 00,000  km  overall,  and  our  ISDN 
network  the  most  extensively 
developed.  Plus  we  were  the 
first  to  use  ATM,  the  new,  more 
sophisticated  transmission 
system  for  the  communications 
fast  lane. 

You  can  share  in  our  success. 

A  key  player  in  telecommunica- 
tions, Deutsche  Telekom 
ranks  No.  1  in  Europe  and  is  the 
No.  2  network  operator  world- 
wide. And  when  it  comes  to 
pushing  forward,  we're  virtually 
second  to  none  as  a  prime 
mover.  Get  to  know  more  about 
our  multimedia  and  online 
services,  our  smart  networks 
and  our  wealth  of  experience 
and  know-how  -  backed  by 
global  partnerships  -  and  you'll 
get  a  finer  feel  for  the  cutting 
edge  of  tomorrow's  technology. 


Europe's  No.  1  in 
telecommunications. 


Deutsche 
Telekom 


ST  I:  AT 

cctv 

NIGHT  AND  DAY  VIDEO  SURVEILLANCE 

Protect  your  business  and  your  home  with  a  discreet  Video  Surveillance 
System.  Install  covert  TV-cameras  on  your  premises  to  help  identify  and  convi 
criminals.  We  have  a  large  selection  of  disguised  TV-Cameras,  and  use 
the  smallest  high  resolution  TV-cameras  and  the  finest  accessories  to 
help  you  get  the  evidence  you  need.  All  our  low-light  cameras  employ 
a  1/2"  Sony  CCD  chip  with  300.000  pixels,  500  (H)  lines  of 
resolution,  5mm  auto-iris  lens,  0.015  lux  low-light  sensitivity,  and 
are  perfect  for  all  no-light  infrared  applications.  Our  40  day  (960 
hours)  Time-Lapse  Recorder  provides  you  with  visual  proof  on 
video-tape.  Stop  your  profits  from  walking  out  the  door. 
Visit  our  showroom  or  write  or  call  for  a  free  catalog  today. 
*Micro-Miniature  TV-Cameras  *Mini  TV-Cameras  *  Pinhole  Lens 
TV-Cameras  *Color  TV-Cameras  *Dome  TV-Cameras  *Smoke 
Detector  TV-Cameras  *Clock  TV-Cameras  ^Picture  TV-Cameras 

★Mirror  TV-Cameras*PIR  Movement  Detector  TV-Cameras* Infrared  TV-Cameras*Waterproof  TV-Cameras 
*960  Hour  Time-Lapse  Recorders  *Quad  Compressors  ^Multiplexers  ^Monitors  ^Camera  Switchers 

*Pan-Tilts  -^Phone-Line  Video  Transmission  and  Reception  Systems 


TM 


AW  CCTV  Corp. 

60  East  42nd  Street,  Suite  401,  New  York,  N.Y.  10165 
Tel.  (2121-983-1820  Fax  (2121-983-1654  

1-800-396-CCTV 


IMPRESSIVE  PERFORMANCE 
FROM  A  CONSERVATIVE  FUND 


T.  Rowe  Price  Equity  Income  Fund, 

one  of  our  most  conservative  stock 
funds,  has  consistently  outperformed 
its  Lipper  Category  Average.*  To 
seek  substantial  income  and  capital 
growth  with  less  risk,  the  fund  in- 
vests in  dividend- paying  stocks  of 
established  companies. 

As  with  any  stock  fund,  there  will 
be  price  fluctuation.  $2,500  minimum 
($1,000  for  IRAs).  No  sales  charges. 


Average  Annual  Total  Returns 

as  of  12/31/95" 
B  Equity  Income  Fund 
O  Lipper  Equity  Income  Funds  Average 

33.4% 


year        5  years       10  years 


Call  24  hours  for  a  free  report  and  prospectus 
1-800-541-6157 


Invest  With  Confidence 

T.RoweFHce 


Source:  Lipper  Analytical  Services,  Inc.  **Figures  include  changes  in  principal  value,  reinvested  dividends,  and  capital 
gain  distributions.  Total  returns  represent  past  performance.  Past  performance  cannot  guarantee  future  results.  Invest- 
ment return  and  principal  value  will  vary  and  shares  may  be  worth  more  or  less  at  redemption  than  at  original  purchase. 
Request  a  prospectus  with  more  complete  information,  including  management  fees  and  other  charges  and  expenses.  Read 
it  carefully  before  you  invest  or  send  money.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor.  HF030172 


Miami  vice 

A  YEAR  AGO  it  looked  like  Miami's 
Victor  Posner,  the  asset-stripper  and 
convicted  felon,  was  about  to  lose 
control  of  Salem  Corp.,  a  small  Pitts- 
burgh manufacturer  of  industrial  fur- 
naces and  coal-processing  equipment. 
"Salem  may  be  remembered  as  the 
only  Posner-controlled  company 
whose  public  shareholders  emerged 
unhurt,"  we  said  (Mar.  13,  1995). 

Maybe  not.  Early  last  month, 
Posner,  owner  of  49.2%  of  Salem's 
stock,  made  an  $18.9  million  cash 
offer  to  buy  the  rest  of  the  shares. 
On  Apr.  11  Salem's  13-member 
board,  which  includes  7  Posner- 


Victor  Posner 


Moving  in  to  raid  Salem's  lot? 


controlled  directors,  called  the  bid 
"a  serious  and  welcome  offer,"  but 
also  said  it  would  continue  to 
encourage  bids  by  other  parties. 

Posner's  $20-a-share  bid  is 
below  the  stock's  recent  price  of 
20%  and  follows  a  $21-a-share  offer 
by  the  St.  Louis-based  Harbour 
Group,  which  was  withdrawn  in 
August.  If  successful,  Posner,  77, 
intends  to  take  Salem  private.  That 
would  enable  him  to  circumvent  a 
1993  federal  court  order  barring 
him  from  ever  running  a  public 
company. 

"Victor  will  eventually  get  the 
company,"  one  Salem  director  says 
flatly,  speaking  on  condition  of 
anonymity.  "He  may  inch  up  the 
offer,  but  if  it's  the  only  bid,  the 
board  will  have  to  accept  it."  Too 
bad  for  shareholders.  IB 
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'hether  it's  satellite,  cable  TV  or  over-the-air  broadcasts,  we'll  help  you  clear  up  cloudy  reception  and 
snowy  conditions.  Get  the  best  picture  with  quality  cables,  gold-plated  connectors,  indoor  and 
Dutdoor  antennas  signal  boosters  and  see  us  for  the  amazing  n       ■  ■  . 

DSS'  18"  mini  dish.  We've  got  the  products,  the  parts  and  the  \K/  K3CllOSrS3CK 
Deople  to  help  you  put  it  all  together.  For  a  store  near  you,  You've  got  questions. 

:all  1  -800-THE-SHACK.  We've  got  answers.® 
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Double  standard.5 

Whatever  may  have  happened 

there  in  the  past,  the  White  House  is  a 
temple  of  purity  these  days.  Smok- 
ing is  strictly  verboten.  So,  apparent- 
ly, is  extramarital  sex.  At  a  recent 


Hillary  Rodham  Clinton 
A  f  lingless  White  House. 


state  dinner  for  Italian  President  Os- 
car Luigi  Scalfaro,  bachelor  Dirk 
Ziff,  the  superrich  son  of  former  pub- 
lishing magnate  William  Ziff,  es- 
corted a  young  beauty.  Ziff  was  invit- 
ed to  spend  the  night  as  guest  of  Bill 
and  Hillary.  Alone,  he  was  informed. 
Hillary's  rules:  no  ring,  no  fling. 

Baring  all 

Stephen  Favs  book  on  the  collapse 
of  Barings  Bank,  just  released  last 
month  in  England  (it  will  be  re- 
leased in  the  U.S.  in  a  couple  of 


Nicholas  Leeson,  renegade  trader 
Barings  bares  ail. 


Wired  in  the 
Lone  Star  State 

If  you  want  to  be  really  connect- 
ed in  Texas  it  might  help  to  have 
Lone  Star  Long  Distance  as  your 
long  distance  company.  The  six- 
month -old,  Houston-based  re- 
seller of  long  distance  service  is 
partly  owned  by  Bob  Bullock, 
the  pow  erful  Texas  lieutenant  gov- 
ernor, of  whom  Texas  Monthly 
magazine  has  said:  "Bullock  is 
loved  by  some,  but  feared 
by  all." 

You  might  say  the  same  thing 
about  the  company.  Lone  Star  was 
founded  by  Michael  Dougherty, 
a  former  bond  salesman  and  politi- 
cal fundraiser.  The  firm  includes 
among  its  shareholders  former 
Lieutenant  Governor  Ben 
Barnes  and  the  Austin-based  law 
firm  of  Scott,  Douglass,  Luton  & 
McConnico,  for  which  Bullock 
serves  as  counsel.  Texas  law 
doesn't  forbid  state  officeholders 
from  investing  in  side  businesses. 
Bullock,  who  still  smokes  a  pack  of 
cigarettes  every  day — even  after 
having  part  of  one  lung  removed — 
was  traveling  in  Africa  and 
couldn't  be  reached  by  telephone 
for  comment. 


months)  contains  one  stunning  rev- 
elation. In  the  summer  of  1994  Bar- 
ings did  an  internal  audit.  In  re- 
sponse to  suspicions  that  Nicholas 
Leeson  was  looking  for  another 
job,  Barings  concluded:  ".  .  .  the  loss 
of  [LeesoiTs]  services  to  a  competi- 
tor would  spread  the  erosion  of  Bar- 
ings' profitability  greatly."  Leeson 
was  alreadv  in  the  hole  to  the  tune  of 
£50  million  and  had  another  £8 19 
million  to  go. 


Making  excuses 

Remember  Donna  Race,  the  tootsie 
whose  affair  with  the  then-Senator 
Gary  Hart  sank  Hart's  presidential 
campaign  in  1987?  Rice  later  par- 
layed her  brief  notoriety  into  a 
marginal  endorsement  career  for 
products  like  No  Excuses  blue 
jeans.  Her  earlier  career  had  includ- 
ed some  bare-breasted  posing. 


Pornography  expert  Donna  Rice 
Gary  Hart's  old  fling  makes  good. 


What's  she  doing  now?  Rice  is  the 
communications  director  for 
Enough  is  Enough!,  an  antipornog- 
raphy  organization  that  is 
working  to  warn  the  public  about 
the  evils  of  pornography  on  the 
Internet. 


Parker's  palate 


Robert  Parker  makes  a  very  good 
living  running  expensive  vino  over 
his  exquisitely  sensitive  tastebuds 
and  telling  the  rest  of  the  world 
whether  it's  worth  buying.  So  Par- 
ker's request  to  insure  those  taste- 
buds  for  $1  million  at  Lloyd's  of 
London  isn't  entirely  frivolous;  if  he 
can't  tell  Romanee  Gonti  from 
Chianti,  then  he's  out  of  a  job.  Be- 
sides, Jamie  Lee  Curtis  got  a  mil- 
lion-dollar policy  for  her  legs. 
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Lloyd's  hasn't  responded,  but 
Informer  suspects  that  it's  a  no  go. 
Another  wine  maven,  John  Armit, 
of  John  Armit  Wines,  was  turned 
down  for  a  similar  policy  because, 
said  Lloyd's,  there's  no  scientific 
way  to  tell  if  tastebuds  have  been 
impaired.  The  Brits  must  see  legs 
differently. 

A  surfeit 
ofTrumps? 

Daddy  Donald  makes  a  lot  of 
money,  mommy  Ivana  makes  a  lot  of 
money,  and  now  it  looks  like  young 
Ivanka  is  going  to  make  a  lot  of  mon- 
ey, too! 

The  Trumps'  14-year-old  off- 


Our  cars  don't  need  filters. 
Bui  thev  sure  help  WIX  sell  a  lot  i 
them.  As  a  purchase  with  purchase  item 
thev  really  hum  rubber.  That's  because  at  Ertl.  we 
make  the  most  successful  unprintable  collectibles  availahl 

eh  highly  detailed  classic  vehicle  replica  is  crafted  ol 
durable  die-cast  metal.  So  your  company's  name  or  logo  gets 
a  lot  of  mileage.  Just  ask  Bruce  Johnston.  Marketing  Manager 
of  WIX.  He  agrees,  our  cars  don't  need  tillers  to  drive  sales 
through  the  roof.  To  order  your  custom  sample 
(with  500  niece  minimum  order)  call  1-800-474-  ERTL 


Ivanka  Trump 

Trump  fille:  6-foot  beauty 


spring  just  signed  with  the  top  Elite 
modeling  agency  and  can  be  seen  in 
a  four-page  spread  in  the  April  issue 
of  Elle  magazine.  Elite  honcho 
John  Casablancas  says  of  the  6-foot 
Ivanka:  ''She's  really  got  the  look. 
She's  gonna  make  me  and  herself  a 
multimillionaire."  ■ 
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Generalissimo  Picard 

SlR:  Fess  up,  guys.  The  man  on  the 
left  side  of  your  Taiwan  cover 
("How  Taiwan  is  invading  China," 
Apr.  8)  is  really  Jean-Luc  Picard 
(a.k.a.  Patrick  Stewart)  of  Star  Trek: 
The  Next  Generation  fame,  right? 
-D.  Gary  Griffin 
Pensacola,  Tla. 


Generalissimo  Chiang  Kai-shek 
Does  life  imitate  "Star  Trek"? 


Invest  in  junior 

Sir:  Re  "Dadscape"  (Informer,  Apr. 
8).  I  commend  James  Clark,  of 
Silicon  Graphics  and  Netscape  fame, 
for  not  assisting  his  deadbeat  father. 
After  all,  Clark's  father  abandoned 
his  young  family  decades  ago.  Let 
this  be  a  lesson — the  best  investment 
a  prudent  investor  can  make  is  in  his 
family. 

-Stephen  L.  Jurist 
Boca  Raton,  Tla. 


Sir:  Are  liberals  smarter  than 
God?  Prior  to  human  existence, 
God  let  millions  of  species 
become  extinct.  Clinton's  Sec- 
retary of  the  Interior  now  says 
that  God  was  wrong,  and  only  a 
liberal,  activist  administration  can 
correct  God's  mistakes. 
-Robert  A.  Jones 
Tyler,  Tex. 

We're  number  one 

Sir:  Re  "Can  IBM  overtake  Coke?" 
(Mar.  25).  You  stated  that  Coca- 
Cola  was  the  number  one  company 
in  market  capitalization.  In  fact,  GE 
has  held  this  distinction  since 
1993,  when  our  market  value 
passed  Exxon's.  At  current  trading 
levels  our  market  capitalization  is 
$130  billion,  the  largest  in  the 
world. 

-Bruce  Bunch 
Media  Relations 
General  Electric  Co. 
Fairfield,  Conn. 

Open-sleeved 

Sir:  Re  "You're  looking  rather  pros- 
perous, sir"  (Apr.  8).  Having  been 
invited  to  admire  the  suit  re-crafted 
for  $250,  I  wonder  if  the  author 
must  return  to  England  to  replace 
the  missing  button  on  the  left 
sleeve? 

-Mark  Carlton 
Dallas,  Tex. 

Sharp  eye,  but  no  cigar.  The  button 
is  there;  the  sleeve  is  unbuttoned. 
Working  buttonholes  are  another 
seductive  aspect  of  bespoke  suits. -Ed. 


Darwinian  debate 

Sir:  Re  "Environmental  creation- 
ism"  (Apr.  8).  You  have  an  odd  view 
of  evolution.  You  seem  to  say  that 
not  allowing  "minor"  species  to  dis- 
appear is  in  direct  conflict  with  the 
basic  premise  of  the  constant  flux  of 
evolution.  I  have  a  different  view: 
Evolution  is  about  allowing  species 
to  adapt  and  grow — replacement 
rather  than  eradication.  I  take  a 
holistic  view.  No  species  is  "minor." 
-Ellen  Chilikas 
Fairbanks,  Alaska 


To  live  or  to  die 

Sir:  Reason.  That  uniquely  human 
capability  was  absent  from  your 
recent  editorial  piece  "Encour- 
aging the  living  to  live"  (Fact  & 
Comment,  Apr.  22).  There  is  one 
fundamental  choice  in  this  world — 
to  live  or  to  die.  Someone  who 
has  chosen  to  end  their  own  suf- 
fering is  right  to  do  so  when  their 
choice  is  between  drugged  un- 
awareness  or  no  longer  living  their 
own  life. 

-Eric  D.  Bloodworth 
Blacksburjj,  Va. 


Bradlees  socks  it  to  'em 

Sir:  Re  "Retailing  101"  (Transparent 
Eyeball,  Apr.  22).  We  have  been 
rebuilding  to  focus  on  outstanding 
value  and  superior  quality  across  a 
broad  assortment  of  merchandise.  Yes, 
on  this  particular  day  a  competitor  may 
have  had  a  lower  price  on  a  particular 
videotape.  However,  Bradlees  obvious- 
ly offered  greater  value  on  gym  socks. 
-Mark  A.  Cohen 
Chairman 
Bradlees,  Inc. 
Braintree,  Mass. 

O  what  a  tangled  Web 

Sir:  Re  "Web  snarl"  (Apr.  8).  The 
Web  is  constipated.  Streams  of  infor- 
mation are  blocked  because  of  insuffi- 
cient bandwidth.  A  popular  site  is  the 
Internet  Gaming  Zone,  where  you 
can  play  hearts,  chess  and  bridge.  But 
the  number  of  participants  has 
dropped  precipitously  over  the  past 
few  months  because  its  very  populari- 
ty has  exposed  its  greatest  weakness — 
lag.  It  can  take  several  minutes  to  play 
a  card  or  move  a  chess  piece.  Veteran 
Web  denizens  don't  have  the  patience. 
-Arnie  Huberman 
New  York,  NY. 


Sir:  It  is  essential  to  have  a  book,  mag- 
azine, television  or  radio  available 
while  surfing  the  Web.  How  else  can 
one  tolerate  the  frequent  delays? 
-Gregg  Sporar 
Austin,  Tex. 
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Leaving  you  at  peace  with 
yourself.  It's  all  part  of  Regent's 
truly  attentive  service. 


Kuala  Lumpur 
A  Four  Seasons  •  Regent  Horn. 


At  the  Regent,   our  fitness  instructors  are  they'll    make    sure    you    remain  blissfully 

concerned  with  both  hearts  and  minds.   So  if  undisturbed .  Because  truly  attentive  service  is 

you  need  help  with  an  exercise  program,  you'll  all  a  matter  oj  perspective .  The  Regent.  For  those 

find  it.   And  if  you  prefer  to  be  left  alone,  who  set  high  standards  and  expect  them  of  others. 


BANGKOK.    BEVERLY    HILLS.    CHIANG    MAI.    FIJI.    HON  G    KONG.  JAKARTA 
KUALA      LUMPUR.      SINGAPORE.      SYDNEY.  TAIPEI. 

FOUR  SEASONS  ♦  REGENT.  DEFINING  THE  ART  OF  SERVICE  AT  40  HOTELS  IN  19  COUNTRIES. 


I  he  Company  1  ried  1  o  1  ailor  A  Program 
From  A  Number  Of  Different  Providers. 


They  were  buying  their  managed  care  services  in  pieces.  But  the  fit  wasn't  right.  We  showe 


them  our  integrated  seamless  program 


Triage  specialists  joined  to  medical 


providers  connected  to  rehabilitation 


ijj^^t^QUH     services—all  tied  into 


claims  management.  With  immediate  access 


We  Said  Cut  From  The  Same  Cloth. 


to  information.  We  demonstrated  the  savings  on  each  component.  It  made  them  loo 


LIBERTY  s 

like  a  million  bucks.  For  managed  care  that  fits  perfectly,  call  us.  MUTUAL* 

©  1995  Liberty  Mutual  Group 


'With  all  thy  getting  get  understanding" 


Fact  and  Comment 


By  Steve  Forbes,  Editor-in-Chief 


EXPANDING  NATO'S  NET 

The  U.S.  and  its  allies  should  bite  the  bullet,  so  to    Poland  come  under  the  West's  protective  umbrella. 

The  added  security  for  Poland,  Hungary  and  the  Czech 
Republic  would  help  democracy  sink  real 


so  to 

speak,  and  expand  NATO  after  Russia's  presidential  elec- 
tions. Poland,  the  Czech  Republic  and 
Hungary  have  been  knocking  on  the 
alliance's  door  for  years. 

Washington  has  dithered  for  fear  of  of- 
fending Russia.  Actually,  NATO's  en- 
largement would  enhance  the  forces  of 
peace  and  democratic  reform  in  that  part 
of  the  world.  Extreme  Russian  national- 
ists would  see  that  they  could  not  re-cre- 
ate the  old  Soviet  Empire.  Russia's  belea- 
guered democratic  forces  could  point  to 
the  NATO  move  as  evidence  that  the 
West  won't  be  cowed  by  some  new  form 
of  Moscow  militarism.  Ukraine's  chances  of  maintaining 
independence  would  be  bolstered  by  having  neighboring 

BAD  MATH  ADDS 

Republicans  are  making  a  major  mistake  by  not  over- 
hauling the  way  the  Congressional  Budget  Office  calculates 
the  impact  tax  code  changes  have  on  federal  revenues.  The 
current  scoring  method,  so-called  static  analysis,  assumes  a 
tax  cut  is  a  revenue  loser;  a  tax  increase,  a  revenue  gainer. 
It  ignores  the  effect  changes  have  on  people's  behavior. 

Dynamic  economic  modeling  would  make  clear  to 
Congress  how  tax  revisions  affect  revenue.  For  example, 
the  Joint  Tax  Committee  says  that  reducing  the  capital 
gains  tax  from  a  maximum  of  28%  to  just  under  20% 
would  cost  Uncle  Sam  $32  billion.  In  fact,  every  time  the 
capital  gains  levy  has  been  cut,  revenues  from  it  have  gone 
up,  not  down.  In  1978  the  Treasury  Department  warned 
that  a  proposed  rate  reduction  would  slice  revenues  20%. 


Czech  President  Vaclav  Havel: 

No  illusions  about  security. 


roots  in  these  countries,  just  as  happened 
in  Western  Europe  in  the  late  1940s  with 
the  creation  of  NATO. 

Czech  President  Vaclav  Havel  knows 
how  precarious  democracy  and  freedom 
can  be.  In  the  1930s  and  1940s  Western 
democracies  turned  their  collective  back  on 
the  Czechs.  Havel  wants  no  repeat  of  that, 
so  has  striven  mightily  to  establish  as  many 
institutional  ties  to  the  West  as  possible. 

The  need  for  NATO  will  wither  away  if 
Russia  develops  along  democratic  lines. 
But,  if  xenophobic  nationalists  continue  to  gain  influence, 
an  expanded  NATO  will  guarantee  central  Europe's  safety. 

UP  TO  BAD  POLICY 

Congress  passed  the  cut  anyway,  and  revenues  rose  20%. 

After  the  maximum  capital  gains  levy  was  boosted  by 
40%  in  1986,  the  CBO  expected  annual  receipts  to  more 
than  double  by  the  early  1990s.  Instead,  receipts  and 
realizations  have  remained  stuck  around  the  1987 
level — a  $150  billion  error  in  capital  gains  realizations. 

Several  states  employ  variations  of  dynamic  modeling. 
But  some  congressional  Republicans  have  been  cowed  by 
the  threat  of  being  charged  with  cooking  the  books.  Still 
others  wanted  to  stick  with  static  analysis,  thinking  it  was 
going  to  help  them  whack  spending  even  more  so  that  they 
could  finance  their  promised  tax  cut.  Instead,  this  conflict, 
exacerbated  by  the  need  for  deeper  cuts  in  the  budget,  is  a 
critical  reason  we  have  no  tax-cut  legislation  today. 


KIDS'  SAFETY  A  HIGHER  PRIORITY  THAN  MOLESTERS'  ''RIGHTS" 

A  NUMBER  OF  FEDERAL  JUDGES  have  become  hostile  to  Megan's  Law  provides  added  protection  to  the  public, 
states  that  pass  variations  of  Megan's  Law.  Under  this  Tragically,  some  federal  courts  are  taking  the  attitude 
law,  any  convicted  sex  offender  must  register  with  local     that  this  "additional  punishment"  is  unconstitutional.  Fed- 


police.  Depending  on  the  circum- 
stances, neighbors,  schools  and 
certain  types  of  organizations  can 
be  notified  if  child  molesters  and 
rapists  are  living  in  or  move  into 
the  community.  Since  the  relapse 
rate  of  these  predators  is  high, 


Mounting  Legal  Assault 
Against  'Megan's Law* 

Class-Action  Status  Leaves  Law  in  Limbo 


eral  judges  in  several  states  have 
blocked  community  notification  laws. 
This  judicial  concern  is  misplaced. 
There's  nothing  in  the  Constitution 
that  says  the  rights  of  children  and 
parents  should  take  a  backseat  to 
those  of  convicted  sex  offenders. 


— New  York  Times 
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HOME  RULE 


When  President  Clinton  recently  announced  a  plan 
making  it  easier  to  toss  drug  dealers  and  other  criminals 
out  of  public  housing,  he  unwittingly  underscored  the 
reason  tenants  need  more  control  of  their  buildings. 

The  White  House  directive  is  emi- 
nently  sensible;  an  entire  household 
can  be  evicted  if  just  one  of  its  mem- 
bers (or  a  guest)  is  involved  in  selling 
narcotics  or  engaged  in  a  violent 
crime;  there  will  be  more  thorough 
screening  of  potential  tenants'  back- 
grounds to  weed  out  those  with  crim- 
inal records.  Local  housing  authori- 
ties will  have  cash  incentives  to  vigor- 
ously enforce  these  approaches. 

All  of  this,  of  course,  begs  the 
question:  Why  weren't  these  mea- 
sures enacted  sooner?  Answer:  Many 
were  declared  law  in  1988,  but  most  housing  authorities 
never  bothered  to  enforce  them.  You  can  bet  that  plenty 
of  tenants  would  have  chased  criminal  elements  out  of 
their  projects  had  they  been  allowed  to  do  so.  Control 


With  tenant  control,  there  will  be  fewer 
troublemakers  in  housing  projects. 


from  a  distance  is  no  substitute  for  on-the-spot  authority. 

Bureaucrats  who  run  public  housing  often  focus  on  the 
wrong  problems.  For  example,  those  in  charge  of  some 
Connecticut  public  housing  projects  that  are  plagued  by 
_ s  crime  and  bad  maintenance  are  forcing 
tenants  to  get  rid  of  their  dogs.  One 
can  understand  a  decree  about  pit 
bulls,  but  Labs,  lapdogs  and  poodles 
are  hardly  a  threat  to  people's  well- 
being.  It's  some  bad  characters,  not  the 
animals,  who  are  at  the  root  of  major 
problems  in  public  housing.  If  tenants 
were  running  the  projects,  they  could 
make  such  commonsense  distinctions. 

Washington  is  often  a  destructive 
force.  Years  ago,  many  public  housing 
projects  gave  preference  to  married 
couples.  But  then  attitudes  in  Wash- 
ington changed,  and  preferences  based  on  marital  status 
were  no  longer  accepted.  It  is  hard  to  believe  that  residents 
could  do  a  worse  job  of  running  public  housing  projects 
than  have  Washington  and  local  housing  bureaucracies. 


YECH! 

The  new  $100  bill,  designed  to  be  counterfeit-proof, 
looks  like  a  fake.  Some  play  money  used  for  games  appears 
more  authentic.  Take  the  federal  seal  on  the  left — the  eagle 
resembles  something  that  might  have  been  smudged  on  a 
common  photocopier.  And  to  think  that  other  dollar  de- 
nominations may  go  this  route!  Is  it  beyond  the  capacity  of 
the  government  to  simultaneously  foil  counterfeiters  and 
create  bills  that  resemble  what  we  think  of  as  the  real  stuff? 
Not  since  the  Susan  B.  Anthony  dollar  coin,  which  feels 
and  looks  like  a  quarter,  has  there  been  such  a  dud  as  this. 


HISTORY  AT  ITS  READABLE,  JUDGMENTAL  BEST 


Drawn  With  the  Sword — by  James  M.  McPherson 
(Oxford  University  Press,  $25).  Marketers  say  that  the 
description  "'collection  of  essays"  is  off-putting  to  most 
book  buyers.  In  this  case  it  shouldn't  be.  The  combina- 
tion of  an  always  fascinating  subject,  the  American  Civil 
War,  and  an  author  with  an  absorbing,  lucid, 
succinct  style  of  writing  gives  you  a  book  that 
you  won't  be  able  to  put  down.  McPherson's 
appraisals,  positive  or  negative,  are  always 
plausible.  The  author  also  explores  the  con- 
text of  the  times  in  which  decisions  were 
made.  And  he  never  falls  into  the  trap  of 
assuming  that  because  events  happened,  there 
was  a  certain  inevitability  about  them. 

This  book  makes  us  appreciate  more  deeply 
President  Lincoln's  greatness.  General  Grant, 
too,  gets  his  often  overlooked  due.  McPher- 
son's writing  demonstrates  how  swiftly  fortunes  and  atti- 
tudes change,  especially  in  the  hyper-pressurized  atmo- 
sphere of  w  ir.  One  side  can  be  riding  high,  but  in  just  a 
matter  of  days  oi  weeks  its  fortunes  can  collapse. 

The  author  closes  this  short  volume  by  gently  taking 
his  peers  to  task  their  general  unwillingness  to  write 
for  a  nonacademic  audience. 


DRAWN  WITH 

THE  SWORD 


JAMES  HI.  McPHERSON 


Excerpt:  Lee's  strategy  of  attrition  almost  worked.  That  it 
failed  in  the  end  was  owing  mainly  to  Grant,  who  stayed  the 
course  and  turned  the  attrition  factor  in  his  favor.  Although 
Confederates  had  the  advantage  of  fighting  on  the  defensive 
most  of  the  time,  Gran  t  inflicted  almost  as  high  a  percent- 
age of  casualties  on  Lee's  army  as  vice  versa. 
Indeed,  for  the  war  as  a  whole,  Lee's  armies 
suffered  a  higher  casualty  rate  than  Grant's. 
Excerpt:  Lincoln  did  not  accomplish  [the  end  of 
slavery]  in  the  manner  sometimes  symbolically 
portrayed,  breaking  the  chains  of  helpless  and 
passive  bondsmen  with  the  stroke  of  a  pen  by 
signing  the  Emancipation  Proclamation.  But 
by  pronouncing  slavery  a  moral  evil  that  must 
come  to  an  end  and  then  winning  the  presiden- 
cy in  I860,  provoking  the  South  to  secede,  by 
refusing  to  compromise  on  the  issue  of  slavery's 
expansion  or  on  Fort  Sumter,  by  careful  leadership  and 
timing  that  kept  a  fragile  Unionist  coalition  together  in 
the  first  year  of  war  and  committed  it  to  emancipation  in 
the  second,  by  refusing  to  compromise  this  policy  once  he  had 
adopted  it,  and  by  prosecuting  the  war  to  unconditional 
victory  as  commander  in  chief  of  an  army  of  liberation, 
Abraham  Lincoln  freed  the  slaves.  H 


24 


Forbes  "May  6,  1996 


NEMENT  STILL  COMES  WITH  A  DOU 


Our  reputation  is  founded  upon 
unstinting  devotion  to  innovation 

and  outstanding  craftsmanship, 
ince  1835.  this  proud  heritage  has 
nurtured  the  entire  world  of 


THE  WORKMAN  SHIP  OF  SKILLED  HANDS 
AND  AN  EXACTING  ATTENTION  TO  DETAIL 
AND  DESIGN  FIND  EXPRESSION  IN  A  UNIQUE 
COLLECTION  FOR  THE  OUTDOOR  WAY  OF 
LIFE  -  ALL  CELEBRATING  THE  DISTINGUISHED 


invented 

dial  tone. 

(ALSO  phone,  transistor  laser  Telstar  satellite,  fiber-optic  cable. 

cellular  voice  mail ) 

Have  won  awards.  (Nobel  etc.) 

Specialize  in  making  things  that  make  communications  work. 
Will  do  same  for  you. 

The  former  systems  and  technology  divisions  of  AT&T,  plus  Bell  Labs, 
now  Lucent  Technologies. 


©1996  Lucent  Technologies 


tucent  limnologies 

We  "»«»  'he  lhmgs 


Other  Comments 


Face  Value 

The  way  to  impress  your  boss  is  to 
look  glum  all  the  time.  He  may  mis- 
take this  for  intelligence  and  give  you 
a  raise.  The  same  thing  holds  true  in 
politics:  he  who  laughs  is  lost. 
-The  Papers  of  Samuel  Marchbanks, 
by  Robertson  Davies 

The  Dynamics  of  Taxation 

Through  the  sound  application  of 
an  accounting  device  known  as  "dy- 
namic economic  modeling,"  several 
state  and  local  governments  are  pro- 
viding insight  into  revenue  patterns. 

Massachusetts  has  been  using  this 
method  successfully.  Static  modeling 
estimates  indicate  that  were  the  Invest- 
ment Tax  Credit  to  triple  to  3%  from 
1%,  the  state  would  suffer  a  revenue  loss 
in  1997  of  $29.2  million.  But  dynam- 
ic economic  modeling,  by  factoring  in 
projected  revenue  offsets  for  corporate 
income  tax,  personal  income  tax  and 
sales  tax,  provided  a  more  realistic  esti- 
mate of  a  $12.6  million  decrease. 

It  is  time  for  Congress  to  adopt  dy- 
namic economic  modeling.  Good  ideas 
that  could  enrich  our  standard  of  living 
are  at  risk  of  outmoded  calculations. 

-REPRESENTATrVE  TOM  CAMPBELL 

(R-Calif),  Wall  Street  Journal 

Peace  Plan 

In  much  of  the  country,  what  began 
as  decent  housing  for  the  working  poor 
has  degenerated  into  dumping  grounds 


for  the  troubled  and  the  terminally 
unemployed.  Tenants  in  violent  projects 
live  in  terror  and  feel  that  the  authorities 
have  left  them  to  fend  for  themselves. 

The  American  Civil  Liberties  Union 
worries  that  [under  the  Clinton  Ad- 
ministration's new  get-tough  public- 
housing  directive]  whole  families  will 
be  unfairly  evicted  to  get  at  one  lone 
criminal  in  the  household.  But  there 
is  nothing  wrong  with  making  lease- 
holders responsible  for  those  who  live 
with  them.  Further,  the  proposal 
makes  clear  that  the  entire  household 
would  be  evicted  only  as  a  last  resort. 

The  policy  may  sound  harsh.  But 
people  in  public  housing  deserve  as 
much  peace,  quiet  and  safety  as  the 
rest  of  us.  Right  now,  many  of  them 
are  prisoners  in  their  apartments. 
-New  York  Times  editorial 

Send  a  Strong  Message 

Since  the  Czech  Republic  is  the  only 
former  Soviet  bloc  state  that  has  barred 
from  office  officials  of  the  previous 
communist  government,  it  has  been 
easy  for  former  officials  elsewhere  to  use 
their  former  status  to  move  ahead  in 
the  new,  democratic  governments. 

Russia  remains  the  greatest  military 
power  in  Europe,  and  the  thought  of 
Gennady  Zyuganov  or  Vladimir 
Zhirinovsky  at  the  head  of  that  state 
is  profoundly  disturbing. 

Support  for  the  admission  to  NATO 
of  Eastern  European  democracies  has 


been  growing  in  Washington.  A  bill  has 
been  drafted  calling  for  NATO  to 
include,  at  a  minimum,  Poland,  Hun- 
gary and  the  Czech  Republic. 

Yeltsin  and  the  Russian  democrats  will 
win  [the  upcoming  presidential  election] 
if  it  is  clear  that  the  resurgent  commu- 
nist/fascist spirit  cannot  prevail.  Enlarg- 
ing NATO  will  send  just  that  message. 
-Jeane  Kirkpatrick,  New  York  Post 

Nothing  is  more  important  for  the 
public  weal  than  to  form  and  train 
up  youth  in  wisdom  and  virtue. 

-Benjamin  Franklin 

How  to  Turn  a  Praise 

In  Iune  of  1960,  I  sent  General 
MacArthur  a  wire  congratulating  him 
on  receiving  an  award  from  the 
Japanese  government  for  his  work 
promoting  Japanese-American  friend- 
ship. I  warmly  praised  his  "heroic" 
contributions  to  history.  He  wired  in 
reply,  "You  have  sent  me  a  magnifi- 
cent message.  I  have  given  it  to  the 
press  to  show  my  complete  support  of 
your  candidacy  for  the  presidency." 
Perhaps  only  a  man  of  MacArthur's 
ego  would  have  assumed  that  his 
releasing  the  text  of  my  praise  of  him 
showed  his  support  of  me. 
-Richard  Nixon,  Leaders 

Proofreader  Wanted 

Resume  errors  collected  by  Robert 
Half,  the  personnel  expert: 

"I  operate  computers  like  my  father 
drove  tractors,  by  the  seat  of  his  pants." 

"It's  best  for  employers  that  I  not 
work  with  people." 

"Enclosed  is  a  ruff  draft  of  my 
resume." 

"Size  of  employer:  Very  tall,  prob- 
ably over  6'5"" 

"P.S.:  If  you  hire  me  away  from 
this  nightmare,  you'll  also  save  me 
thousands  in  therapy." 

"Left  job  to  rum  the  family  busi- 
ness." 

"Am  a  perfectionist  and  rarely  if  if 
ever  forget  details." 
-CPA  Client  Bulletin  H 
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Our  position  on  underage  smoking 
isn't  hard  to  understand. 

At  Philip  Morris  USA,  we  don't  want  minors  to  have  access  to  cigarettes. 
Minors  shouldn't  smoke.  Period. 

The  question  is,  what  are  we  doing  about  it? 

We're  fully  committed  and  working  hard  to  prevent  minors  from  having 
access  to  cigarettes.  That's  the  goal  of  our  Action  Against  Access  program. 

For  instance,  we  don't  distribute  free  sample  cigarettes — or  send  cigarettes 
to  consumers  by  mail.  And  we're  proposing  that  access  to  cigarette  vending 
machines  be  restricted  to  adults. 

We've  joined  with  retailers,  wholesalers,  and  other  major  cigarette 
manufacturers  to  support  an  ambitious  new  program  which  will  provide 
stores  across  the  country  with  signs  and  educational  materials  to  promote 
awareness  of  minimum-age  laws  and  the  importance  of  checking  DO. 

We're  also  supporting  the  passage  of  state  legislation  to  more 
effectively  enforce  minimum-age  laws. 

These  are  just  some  of  the  things  we're  doing  to  help  prevent  underage 
smoking.  We  don't  claim  that  any  one  of  them  is  an  answer  by  itself. 

But  they  all  help  keep  cigarettes  away  from  kids. 

And  that's  the  best  way  to  keep  kids  away  from  cigarettes. 

PHILIP  MORRIS  USA 

Action  Against  Access. 


to  real i ze 


'Source:  Morningstar.  Data  as  of  12/31/95  and  includes  all  equity  and  bond  funds  tracked  by  Morningstar.  Top-rated  hinds  are  those  hinds  thai  have  a  4-  or  5-star  overall  Morning] 
rating.  Fidelity  has  76  4-  or  3-star  rated  hinds  out  of  138  hinds  as  of  12/31/95,  which  is  more  than  any  other  fund  family.  Morningstar  equity  hind  universe  includes  domestic  stock 
hinds  (which  include,  but  are  not  limited  to,  growth,  growth  and  income,  and  equity-income  objectives),  international  stock  hinds,  and  specialty  funds.  Morningstar  bond  fund 
universe  includes  both  taxable  and  nontaxable  bond  hinds.    Fidelity  Distributors  Corporation.  Brokerage  services  provided  by  Fidelity  Brokerage  Services,  Inc.  Member  NYSE,  SIPC, 


[he  first  step  toward  realizing  your  financial 
oals  is  finding  an  investment  company  with 
le  right  amount  of  experience,  the  depth 
f  resources,  and  a  track  record  of  helping 
lillions  of  investors  pursue  their  financial  goals. 

company  like  Fidelity  Investments® 


Fidelity  offers  you  a  wide  range  of  financial 
options  and  convenient  ways  to  manage  your 
money.  Of  course,  you  can  turn  to  Fidelity  for 
top-performing  mutual  funds.  And  while  past 
performance  is  no  guarantee  of  future  results, 
the  fact  is  we've  produced  more  of  Morningstar's 
highest-rated  funds  than  any  other  firm.1 

You  can  also  trade  stocks  at  a  discount.  Buy 
bonds.  Purchase  U.S.  Treasuries.  Request  timely 
market  information.  And  get  planning  tools  to 
help  you  make  the  right  investment  decisions. 
We  even  offer  thousands  of  mutual  funds  from 
200  other  well-known  fund  companies.  And 
you  can  do  it  all -24  hours  a  day,  every  day 
of  the  week. 

So  when  you  choose  Fidelity,  you're  not  just 
choosing  a  place  to  buy  stocks,  bonds,  or 
mutual  funds.  You're  choosing  a  firm  that  will 
give  you  the  power  to  be  a  more  successful 
investor.  Call  us,  visit  an  Investor  Center,  or 
access  our  Web  site  today.  Isn't  it  time  you 
had  Fidelity  Investments  working  for  you? 


00-544-0003 


24  hours  a  day 


Fidelity 
Investments® 


http://www.fid-inv.com 


IJ)in  America  Online:    Call  1-800-706-5577  for  10  free  hours. 
110652.001 

If  | more  complete  information  on  any  fund  available  through  Fidelity,  including  charges  and  expenses,  call  for  a  free  prospectus.  Please  read  it  carefully  before 
H  invest  or  send  money. 


"The  re's  a  stretch  along  the  Lower  Roanoke  River  in  North  Carolina 

21,068  magnificent  acres, 

that's  been  called  one  of  America's  last  great  places.  It's  where  I  grew  up,  and  now  I  bring  my 

400  plant  varieties, 

kids  here  to  teach  them  what  nature's  all  about.  My  company,  Georgia-Pacific,  owns  this  land 

214  species  of  birds 

and  we  did  something  no  forest  products  company  has  ever  done  before.  We  formed  a  partnership 

and  one  partnership  mailing  sure 

with  The  Nature  Conservancy  to  co-manage  and  protect  this  place.  We  all  want  a  better  world 

it  all  stays  that  way. 

for  our  kids.  It  just  feels  good  to  be  working  for  a  company  that's  doing  something  about  it. 

Ma  so,,  UU  Forester  \ 

Georgia-Pacific  ^ 

The  Forest  Products  Company 


Commentary 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Chairman 


ONE  WAY  TO  FIX  OUR  SCHOOLS 


Much  has  been  done  to  improve  education  in  subjects 
such  as  economics  and  geography  in  America's  schools.  And 
we  will  continue  to  hear  about  the  need  to  improve  profi- 
ciency in  American  history.  But  what  has  received  the  most 
rhetoric  and  the  least  action  is  the  effort  to  restore  an  edu- 
cation in  values  and  character  to  the  curriculum,  in  the  hope 
of  improving  behavior  and  reducing  crime  in  our  schools. 

Fortunately,  some  advances  have  been  made  toward 
reinstating  character  education.  One  of  this  movement's 
staunchest  supporters  is  Sanford  McDonnell,  Chairman 
Emeritus  of  McDonnell  Douglas  Corp.  In  1988  he 
founded  a  program  in  St.  Louis  called  Personal  Respon- 
sibility Education  Process. 
PREP  now  participates  in 
some  30  school  districts 
representing  over  200,000 
students.  To  quote  its 
founder,  "PREP  is  dedicat- 
ed to  the  concept  that 
teaching  basic  values  is  a 
major  answer  to  the  prob- 
lems of  our  young  people." 
After  the  program  started, 
McDonnell  soon  found  that 
behavior  and  academic  per- 
formance improved  significantly.  Inspired,  Sandy 
McDonnell  helped  found  the  Character  Education 
Partnership  (CEP),  based  in  Alexandria,  Va.  This  is  a 
national  organization  designed  to  help — -via  consultations 
with  experts  and  access  to  data  banks — school  districts  all 
over  the  country  establish  character  education  programs. 
CEP  is  not  just  for  inner-city  junior  and  senior  high 
schools.  As  university  presidents  are  concluding,  charac- 
ter education  is  as  important  as  education  in  other 
areas — and  should  be  incorporated  from  kindergarten 
through  graduate  school. 

One  of  the  reasons  values  and  character  have  been  so 
neglected,  even  avoided,  is  the  great  tide  of  seculariza- 
tion that  washed  over  the  country  during  the  last  30 
years.  Zealots,  eager  to  block  the  teaching  or  mention  of 
any  principles  appearing  to  favor  one  religion  over 
another — or  any  religion  at  all,  for  that  matter — have  left 
us  with  no  values.  Can  this  much-needed,  long-delayed 
effort  to  restore  values  accomplish  anything? 

Two  examples  are  particularly  encouraging.  The  Allen 


Principals  Rody  Bernardo  and  Vera  White:  Turning  their 
schools  around  by  helping  their  students  build  positive  character 


Classical/Traditional  Academy  in  Dayton,  Ohio  is  an 
inner-city  elementary  school  with  70%  of  its  nearly  550 
students  coming  from  single-parent  homes,  and  86%  com- 
ing from  families  receiving  welfare  benefits.  In  1989  this 
school  ranked  28th  among  the  33  elementary  schools  in  its 
district,  with  a  large  percentage  of  its  students  involved  in 
disciplinary  problems.  Then  Rody  Bernardo  was  appoint- 
ed principal  and  began  a  character  education  program  the 
next  year.  Disciplinary  problems  dropped  sharply,  and  die 
school  rose  to  5th  place  by  1992.  Today  it  ranks  number 
one.  Teacher  attendance  is  now  among  the  best  in  the  dis- 
trict. What  did  all  this  cost?  There  was  no  increase  in  the 

budget  for  this  program. 

Jefferson  Junior  High  is 
an  inner-city  school  in  Wash- 
ington, D.C  of  about  850 
students,  80%  of  whom  are 
from  single-parent  homes 
and  many  receive  financial 
assistance.  By  the  early 
1980s  the  school  was  en- 
gulfed in  fights,  theft,  teen 
pregnancy  and  total  indiffer- 
ence toward  academics. 
Families  were  moving  out  of 
the  school  district,  and  the  situation  seemed  hopeless. 
Principal  Vera  White  introduced  character  education  into 
the  curriculum.  The  result  has  been  a  notable  decline  in 
thefts,  fights  and  absenteeism.  Jefferson  is  now  among 
the  top  middle  schools  in  the  district  in  attendance  and 
academic  achievement  and  is  a  major  reason  families  are 
moving  back  into  the  neighborhood.  Jefferson  now  has  a 
waiting  list  of  more  than  500  students  per  year. 

Dedicated,  courageous  people  can  achieve  enormous 
results.  One  of  CEP's  main  precepts  is,  "Only  a  virtuous 
people  are  capable  of  freedom,"  and  while  developing 
character  in  children  is  primarily  the  responsibility  of 
families,  it  is  also  a  shared  responsibility  of  communities, 
schools  and  religious  groups  of  all  faiths. 

We  hear  a  lot  about  "corporate  greed"  but  not  nearly 
enough  about  what  one  retired  chief  executive,  Sandy 
McDonnell,  has  done  with  his  spare  time.  Our  students 
need  more  such  people — active  corporate  officers  as  well  as 
retirees — who  are  willing  to  do  more  than  simply  inveigh 
against  the  jungle-like  quality  of  many  of  our  schools.  H 
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No  need  to  pack.  It's  just  that  your  company  will  be  a  very  diFFerent  place  next  we 


tomorrow,  For  that  matter.  Because  —  as  iF  you  hadn't  noticed  —  today's  workplace  is 


ing  virtually  overnight.     Every  day,  more  conferences  become  video  events.  More  ai 


seats  are  temporary  oFFices,  while  more  ofFices  are  seats  For  temporary  empl 


Organizational  charts  sink  Flatter  by  the  hour.  And  now  they  include  people  worl« 


mobile,  multi-task  teams  at  nearly  70% 


Fortune  1000  companies.    In  Fact, 


year  2000,  with  so  many  peopl 


el  ing,  telecommuting  and  Flex- 


y  half  the  workforce  will  be  "non-traditional."  Which  means  your  office  furniture 


letter  be,  too.     Fortunately,  Haworth  has  hundreds  of  solutions  for  alternative  work 


inments.  Furniture  on  wheels  to  move  people  in  and  out  of  teams.  Furniture  systems 


to  handle  tomorrow's  technology.  And  furniture  designed  to  reconfigure  easily  to 


ct[)ing  staff  and  structure. 


Want  to  know  more?  Our  new  booklet,  "Work  Trends  and 


ative  Work  Environments,"  can  help  you  get  comfortable  with  the  big  changes  ahead. 


p;  800-344-2600  for  your  free  copy  today. 


Well,  definitely  before  next  week. 


HAWORTH  Fu  rniture  For  what's  next. 


Wild  Thing 

"Thanks  to  Roadway  Express,  our  shipment  is  sailing  the  oceans. "  ^l^W 


The  murmur  of  blue 
The  gentle  rise  and  fall  of  the  bow.  The 
the  payoff  for  the  craftsmen  of  Ted 
on  the  ocean. 

When  Ted  Hood  needed  seven,  400-pound 
make  the  seventy-foot  yacht,  Wild  Thing, 
Hardwoods  of  Wilmington,  North  Carolina. 


Bill  and  Nancy  Mewborn 


Caribbean  seas  sliding  past  the  hull, 
wind  whistling  in  the  rigging.  This  is 
Hood  Yacht  Builders  -  a  work  of  art 


mahogany  beams  to  I 
they  turned  to  Olyve 


of  Olyve  have  supplied 
specialty  hardwoods  to  the  world's  leading  yacht  builders  for  years.  The  size  and 
weight  of  each  piece  made  it 


a  tough  loading  job, 


but  a 


challenge  Bill  knew  he  could  take  to  Roadway  Express. 


people  at 


Bill  called  John  Lomas,  the  sales  representative  at 
Roadway's  local  service  center.  John  suggested  a 
way  to  package  and  load  the  beams.  Then  the 
Roadway  driver,  Pete  Andrews,  helped  load  and 
secure  the  beams  to  ensure  safe  transit.  Bill  said,  "The 

to  assist  us.  Thanks!" 


Roadway  went  out  of  their  way 


So  where  is  the  Wild  Thing? 

launched  and  offer  years  of 
the  new  owner. 


Reliable.  Responsive. 


Roadway  Express  blends  the 


most  efficient  network  with  the  best  work  force  in  the  industry 
to  deliver  exceptional  customer  service. 

Call  your  local  service  center  today  or  Roadway  toll-free  at .  .  . 

1-800-257-2837 

Also,  visit  our  web  site  @  http://www.roadway.com 


7  Almost  ready  to  be 
sailing  pleasure  to 


Exceptional  Service 


 ROADWA) 

No  Exceptions  express 
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Dole  at  a  discount 


BY  RANDALL  LANE 


With 

Bob  Dole  at 
57  cents  on 
the  dollar 
and  Pat 
Buchanan  at 
just  7.4  cents, 
the  market 
was  way  ahead 
of  the 
pundits. 


Want  to  make  a  direct  bet  on  the  presidential 
election?  Try  the  University  of  Iowa  Business 
School's  on-line  futures  market.  Since  it's 
deemed  educational — and  $500  is  the  most  you 
can  bet — the  tiny  market  is  perfectly  legal. 

The  bets  aren't  expressed  in  odds,  but  in 
terms  of  discount  from  $1;  if  a  $1  claim  on 
victory  costs  you  50  cents,  that's  even  money. 

I  wagered  on  the  Republican  nomination. 
When  I  logged  on  in  early  February,  Bob  Dole 
was  selling  at  57  cents  on  the  dollar — a  clear 
odds-on  favorite.  The  other  major  candi- 
dates fluctuated  between  a  nickel  and  a 
dime,  with  Pat  Buchanan  at  7.4  cents 
and  Steve  Forbes  at  6  cents.  At  two- 
tenths  of  1  cent,  Dan  Quayle  redefined 
the  term  penny  stock.  (Insider  trading 
disclaimer:  Yes,  I  refrained  from  trading 
Forbes'  options.) 

Since  this  is  a  winner-takes-all  market, 
with  $1  a  share  paid  out  on  the  eventual 
nominee,  a  Dole  victory  would  have 
meant  a  75%  profit.  Hedging  Dole  with 
an  investment  in,  say,  the  catchall  "rest 
of  field"  category — which  at  2  cents 
covered  any  potential  candidates  not 
traded — seemed  a  solid  strategy. 

Fancying  myself  a  political  handicap- 
per,  I  figured  I'd  wait  for  Dole  to  take  a 
licking  in  Iowa,  then  get  Dole  shares  at  a  better 
price.  Unfortunately,  the  market  was  way  ahead 
of  me — already  discounted,  Dole's  price  barely 
budged  after  his  disappointing  showing. 

So  I  held  out  until  Feb.  19,  the  day  before  the 
New  Hampshire  primary,  when  I  loaded  up  on 
hundreds  of  Buchanan  contracts  at  12  cents  a 
share.  The  plan:  Flip  Buchanan  right  after  New 
Hampshire  in  exchange  for  some  fire-sale  Dole. 

Logging  on  victoriously  the  next  day,  howev- 


er, my  stomach  dropped.  Buchanan  hadn't 
moved,  but  Dole  was  up.  Pretty  perceptive 
market.  The  clueless  talking  heads  on  TV  jumped 
this  way  and  that,  but  the  money  never  wavered. 

Here's  something  to  ponder:  In  the  1988  and 
1992  general  elections,  the  University  of  Iowa's 
exchange  predicted  the  final  vote  to  within  one- 
quarter  of  a  percentage  point — far  better  than 
any  poll.  Since  1  cent  represents  1  percentage 
point,  each  candidate's  share  price  on  the  ex- 
change mirrors  his  popular  vote. 


Mutual  fund  foul-ups 


BY  DAVID  S.  FONDILLER 


Why  doesn't 

anyone  keep 

track  of 

customer 

complaints 

logged 

against 

mutual 

funds? 


A  few  MONTHS  AGO  I  wrote  Vanguard  asking 
them  to  put  four  separate  non-IRA  holdings 
under  one  account  number.  Simple,  right?  Not 
for  me.  A  young  Vanguard  associate  called  to 
explain  she  couldn't  change  a  fund's  account 
number.  The  only  solution  was  to  close  my  four 
funds  and  reopen  them  under  a  whole  new 
number.  Fine,  said  I. 

A  week  later  one  of  those  urgent-looking 
yellow  notices  from  Western  Union  arrived  to 
announce  that  my  rent  check,  written  against 
my  Vanguard  money  market  fund,  had 
bounced.  Then  I  discovered  Vanguard  was 
dropping  my  wife's  direct-deposit  paychecks 
into  the  old,  dormant  money  market.  Mean- 
while, options  like  my  automatic  investment 
plan  had  been  shut  off. 


I  unloaded  Buchanan  at  12.2  cents  and  finally 
bought  Dole  in  the  mid-60s.  Dole  now  trades  at 
around  95,  but  I  overhedged.  Net  result:  a  $550 
portfolio,  or  a  10%  return.  Not  bad  for  a  two- 
month  investment,  but  darn  frustrating  consid- 
ering the  race  unfolded  just  as  I'd  anticipated. 

For  November's  general  election,  Clinton  is 
now  selling  at  5 1  cents,  the  Republican  nominee 
(whoever  it  is)  at  41  cents.  Place  your  bets  now: 
http://www.biz.uiowa.edu/iem. 


It  took  several  calls  and  a  new  direct-deposit 
application  to  set  things  straight.  Even  then, 
Vanguard  wouldn't  reimburse  me  for  the  $30  in 
bank  charges  I  incurred  for  the  bounced  checks. 

Was  mine  an  isolated  incident?  Maybe,  but 
then,  in  February,  the  Boston  Globe  broke  the 
news  that  Vanguard  messed  up  in  the  year-end 
tax  information  it  sent  its  5  million  shareholders. 
That  lapse  means  some  people  will  have  to 
amend  their  tax  returns.  I  asked  Vanguard  to  fax 
me  a  copy  of  the  letter  to  shareholders  explain- 
ing this  tax  slip-up — but  it  never  arrived. 

Is  there  anyone  out  there  keeping  track  of 
customer  complaints  logged  against  mutual 
funds?  The  SEC's  Office  of  Investor  Education  & 
Assistance  keeps  files  on  complaints,  but  to  get 
at  them  you  have  to  file  a  request  under  the 
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Freedom  of  Information  Act — and  that  can  take 
months.  Complaints  against  mutual  funds  are 
also  tracked  by  state  securities  regulators — but, 
oddly,  those  files  are  confidential. 

Surely  other  people  have  had  similar  experi- 
ences with  other  fund  families.  Or  is  it  that  low- 


fee  Vanguard  skimps  more  on  service?  I  don't 
know.  Neither  does  anyone  else.  It  would  be 
nice  if  someone  compiled  customer  complaints 
the  way  the  Department  of  Transportation 
keeps  track  of  how  many  bags  the  airlines  lose, 
but  no  one  does. 


Password  paralysis 


BY  STEVE  KICHEN 


Help!  I've 
got  passwords 
on  the  brain. 


I  worry  sometimes  that  my 
brain  is  going  to  mush.  The 
other  day  I  tried  to  introduce 
some  longtime  co-workers  to 
outside  guests,  but  I  couldn't 
remember  their  names.  Is  this 
a  sign  of  Alzheimer's  in  a  47- 
year-old?  I  don't  think  so.  My 
theory  is  that  too  many  bytes 
of  my  brain's  memory  are  oc- 
cupied by  passwords. 

My  Ford  station  wagon  has 
a  keyless  door  lock  that  re- 
quires a  password.  Then  there 
are  the  family's  two  cell 
phones:  each  one  with  a  differ- 
ent password.  Our  home 
alarm  requires  two  passwords: 
one  to  activate  or  deactivate  the  alarm,  the  other 
a  "secret  word"  to  assure  the  monitoring  agen- 
cy that  a  false  alarm  is  indeed  false.  There's  a 
password  on  our  home  computer,  and  one  to 
use  the  computers  at  work.  Then  there's  the 
second  password  at  work,  this  one  to  run  nightly 


database  updates  via  modem. 

I  have  three  on-line  ac- 
counts, each  one  requiring  a 
password.  Once  on  line, 
things  get  worse.  There's  my 
password  for  the  Fourl  1  ad- 
dress director)',  one  for  the 
WhoWhere  director}'  and  an- 
other for  Sandbox,  the  enter- 
tainment network.  And  now 
that  the  auto  industry  is  put- 
ting up  Web  sections  for  jour- 
nalists, I  have  two  more  pass- 
words to  keep  in  my  head. 

"The  proliferation  of  pass- 
words is  getting  out  of  con- 
trol," sympathizes  Patricia 
Morreale,  who  heads  the  Mul- 
timedia Laboratory  at  the  Stevens  Institute  of 
Technology  in  Hoboken,  N.J.  Morreale  figures 
fingerprints  will  soon  replace  passwords.  Even- 
tually, she  expects  computers  will  come  with 
tiny  cameras  to  identify  users. 

Can't  happen  too  soon  for  me.  Hi 
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Good  news  for  people  wor- 
ried about  inflation  and 
rising  interest  rates:  James 
Barkocy,  Brown  Brothers 
Harriman  economist,  thinks 
the  recent  General  Motors 
strike  will  reduce  U.S.  first- 
quarter  gross  domestic  prod- 
uct by  half  a  percent.  Barko- 
cy expects  a  first-quarter  GDP 
gain  of  only  1.5%  (annual- 
ized). Even  though  General 
Motors  is  hiking  second- 
quarter  production  by 
71,000  vehicles,  Barkocy  says 
1996  gross  domestic  product 
will  not  exceed  1.9%. 


(1967=100) 
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Closeup  on  the  Forbes  Index 


Current  269.7*    .     Previous  269. 6t        Percent  change 


"Preliminary  tRevised 


The  Forbes  Index  is  a  measure  of  U.S. 
economic  activity  composed  of  8  equally 
weighted  elements:  The  cost  of  services 
relative  to  all  consumer  prices,  the  level  of 
new  orders  for  durable  goods  compared  with 
manufacturers'  inventories,  total  industrial 
production,  new  housing  starts,  personal 
income,  new  claims  for  unemployment 
compensation,  total  retail  sales,  total 
consumer  installment  credit. 
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Some  Range  Rover  owners  still  check  their  own  oil. 


What  better  way  to  keep  track  of  your  investments  than  with  a  Range  Rover  4.0  SE?   No  matter  where 
your  holdings  may  be,  its  electronic  traction  control,  all-terrain  ABS,  and  4.0-liter  V8  engine  will 
transport  you  there  with  unparalleled  capability-not  to  mention  comfort.  Tins  scarce  commodity 
boasts  such  pleasures  as  individually  heated  front  seats,  dual  electronic  climate  controls,  and  an 
eleven-speaker  audio  system.    You'll  also  find  great  comfort  in  knowing  that  if  more  than  pork  bellies  takes 
I  [urn  for  the  worse,  there  are  dual  airbags.   Why  not  call  1-800-FINE  4WD  for  the  dealer  RANGE  ROVER 

I  arest  you?  Or  visit  our  Web  site  at  http://vvwvv.LandRovcr.com.   We  certainly  won't 
ny  that  855,000'  is  a  lot  of  capital.    But  with  everything  it  has  to  offer,  the  Range  Rover  ^ 
:)  SE  may  well  be  the  perfect  company  car.   Especially  if  you  own  the  company. 


Always  use  your  seatbelts.  SRS/airbag8  alone  do  not  provide  sufficient  protection. 


'Oh,  great. 


Another 

paradigm 

shift."  V  J 


You Ve  heard  it  before.  Technology 

SHIFT      I  .        .  .  ....  . 

is  going  to  increase  your  efficiency, 
r  customer  base  and  your  growth.  All  you 
e  to  do  to  join  the  party  is  reinvent  the  soul  of 
r  company.  Again. 

You're  not  alone.  Companies  have  spent 
ons  of  dollars  on  business  transformation 
mes.  Droves  of  management  consultants  hit 
jeaches,  dug  up  dirt,  presented  extensive 
)mmendations,  then  snapped  their  attaches 
ed  and  left. 
But,  according  to  InformationWeek  maga- 
two-thirds  of  those  reengineering  plans  failed 
>ne  simple  reason.  They  were  never  properly 
emented.  People  weren't  trained  well.  Systems 
;  improperly  installed.  There  was  no  room 
;rowth,  or  the  unforeseeable. 
Maybe  you  should  talk  to  the  consultants 
onsultants  consult.  The  IBM  Consulting 
p™  understands  business  transformation, 
ness  technology,  and  the  specific  needs 
dividual  industries.  Sure,  we  can  talk  about 
ut  we  can  also  plan  it,  build  it,  install  it, 


manage  it  and  train  your  folks  to  make  the  most 
of  it.  So  you  get  results,  not  just  reports. 

One  easy  and  revolutionary  way  IBM 
helps  get  you  immediate  results  is  by  broadening 
access  to  your  online  information  securely. 
Instantly  extending  your  enterprise  outward  to 
customers  and  suppliers.  Without  sacrificing 
your  original  investments  in  systems,  hardware 
and  applications. 

With  each  day,  the  world  of  networked 
computing  offers  more  opportunities  and  trans- 
formations than  ever  before.  And  the  minds 
and  resources  of  IBM  are  committed  to  helping 
you  get  from  here  to  there. 

Get  started.  Drop  by  www.ibm.com/solutions 
to  learn  how  IBM  is  helping  companies  world- 
wide compete.  Or  call  1  800  IBM-7080,  ext.  G203, 
and  we'll  send  you  a  free  16-page  booldet  on  how 
IBM  can  help  your  business  thrive  in  a  networked 
world.  But  don't  put  it  off.  The  paradigm  could 
start  shifting  again. 


Solutions  for  a  small  planet  ™  =  ==  ~z 


lonsultrng  Group  and  Solulions  lor  a  small  planet  aie  trademarks  ol  IBM  Corp  ©  1996  IBM  Corp 


Wall  Street  is  looking  more 
and  more  like  Hollywood, 
where  the  stars  are 
more  powerful  than 
the  studios. 

Get  it  while  you  can 


By  Robert  Lenzner 

Albert  Belle,  the  Cleveland  In- 
dians' slugger,  turned  down  a  report- 
ed $43  million  offer  for  five  years. 
Maybe  he's  starstruck  by  some  of  the 
offers  the  Wall  Street  chaps  are  get- 
ting. A  bunch  of  big  European  banks 
are  trying  to  crack  the  investment 
banking  major  leagues  overnight,  and 
they're  passing  out  mind-boggling 
deals  to  get  the  hottest  talent. 

Morgan  Stanley's  profitable  high- 
tech investment  banking  operation  in 
Silicon  Valley  was  responsible  for 


some  knockout  iros:  Netscape,  As- 
cend Communications,  Cisco,  Xilinx, 
Silicon  Graphics  and  Pure  Software. 

We  say  "was."  The  group's  top  cadre 
just  defected  to  Deutsche  Morgan 
Grenfell,  the  investment  banking  arm 
of  die  German  banking  giant  Deutsche 
Bank.  Leading  the  exodus  was  the 
group's  chief,  Frank  Quattrone.  So  far 
he  has  taken  nine  members  of  his  team, 
including  George  Boutros,  now  head 
of  mergers  and  acquisitions,  and  Bill 
Brady,  now  head  of  corporate  finance  at 


dmg's  new  group. 

The  lure?  Some  of  the  departees 
got  a  three-year  minimum  of  at  least 
twice  what  they  made  at  Morgan 
Stanley  last  year.  Quattrone  earned 
over  $8  million  last  year,  more  than 
the  $7.1  million  earned  by  Chairman 
Richard  Fisher,  but  he  forfeited  about 
$2  million  by  quitting.  Rumor  has  it 
that  his  new  package  is  guaranteed  to 
be  worth  $20  million  over  three  years. 

Quattrone  and  the  other  defectors 
will  be  part  of  a  group  within  Deutsche 


4j 
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Morgan  Grenfell  called  dmg  Technol- 
ogy, in  which  they  will  also  get  a  large 
chunk  of  the  profits.  Very  Hollywood: 
You  put  up  the  money,  we  put  up  the 
talent — and  we  take  a  huge  share  of  the 
profits.  Almost  everybody  agrees  this 
could  lead  to  disaster. 

But  you  can't  blame  the  winners.  "I 
had  a  business  that  was  doubling  and 
tripling — and  I  wasn't  getting  paid 
for  it,"  the  40-year-old  Quattrone 
told  Forbes,  explaining  why  he  took 
the  German  offer.  "I  could  not  hire 
the  people  I  wanted  because  of  head 
counts.  I  had  no  direct  control  over 
the  pay  or  the  promotions  of  my 
people.  And  I  spent  half  my  time 
fending  off  offers  to  my  team." 

So  now  Quattrone  has  turned  raid- 
er himself.  On  behalf  of  Deutsche 
Morgan  Grenfell,  he's  trying  to  per- 
suade other  Morgan  Stanley  technol- 
ogy specialists  to  join  him. 

The  Quattrone  deal  is  unlikely  to  sit 
well  with  other  Deutsche  Bank  execu- 
tives, many  of  whom  get  by  on  less.  It 
also  raises  serious  questions:  With 
Deutsche  Bank  taking  all  the  financial 
risks,  what  incentive  does  the  new 
team  have  to  avoid  taking  extreme 


chances?  Excess  breeds  excess. 

It's  easy  to  see  why  Deutsche  Bank 
wants  into  the  business.  Underwriting 
one  IPO  alone,  Netscape,  Morgan  Stan- 
ley earned  about  $5  million.  The  de- 
parture of  Morgan  Stanley's  technol- 
ogy group  is  a  severe  blow  to  the  firm, 
which  made  $720  million  in  1995. 

Other  European  banks  like  Union 
Bank  of  Switzerland  (ubs),  Commerz- 
bank  and  Societe  Generale  are  hearing 
the  same  siren  call.  UBS  has  spent  a 
fortune  to  gear  up  an  in-house  invest- 
ment bank  in  the  U.S.  The  Europeans 
have  decided  that  building  a  firm  step 
by  step  makes  greater  sense  than  buy- 
ing outright  a  firm  like  Lehman  Broth- 
ers, Salomon  or  Oppenheimer. 

One  reason:  U.S.  regulatory  re- 
straints. Germany's  Bayerische  Ve- 
reinsbank  wanted  to  buy  Oppenhei- 
mer, a  medium-size  brokerage.  Its 
plans  were  thwarted  when  the  Fed 
demanded  that  BV  first  cease  nearly  all 
its  U.S.  banking  operations. 

UBS  began  its  invasion  a  year  ago  by 
grabbing  away  from  Salomon  Broth- 
ers ten  members  of  its  financial  institu- 
tions group.  More  recently,  UBS  out- 
bid Chase  Manhattan  for  the  services 
of  John  Costas,  formerly  cohead  of 
global  fixed  income  at  cs  First  Boston. 
Rumor  has  it  that  UBS  promised  Costas 
at  least  $15  million  over  three  years,  a 
substantial  premium  over  what  he  was 
getting  at  First  Boston.  UBS  also  at- 
tracted Thomas  Hanley,  The  Street's 


leading  money  center  bank  analyst, 
away  from  First  Boston. 

Shocked  by  the  hemorrhaging  of 
key  people,  First  Boston  has  offered 
over  150  employees  guarantees  on 
their  bonuses  so  they  won't  leave  for 
higher  offers.  In  other  words,  they  get 
bonuses  whether  or  not  justified. 

PaineWebber's  consumer  products 
investment  banking  group,  strong  in 
food  industry  takeovers,  has  been  ap- 
proached by  many  headhunting  firms 
acting  on  behalf  of  rival  firms.  So  far 
they  have  resisted,  but  for  how  long? 

Wall  Street  has  always  been  a  place 
moved  by  money.  But  Wall  Street  is  also 
about  excess.  Its  denizens  have  a  fatal 
inability  to  keep  their  heads  when  the 
money  is  gushing,  like  today.  It  over- 
spends, it  overpays,  it  overcommits. 
Then  the  day  of  reckoning  comes.  It 
came  for  Robert  Greenhill.  Hired  away 
from  Morgan  Stanley,  he  was  pushed 
out  of  Smith  Barney  after  2  V2  years  of 
employment — albeit  $43  million  richer 
after  vacating  his  corner  office. 

Gary  Goldstein,  chairman  of  the 
Whitney  Group,  a  financial  services  ex- 
ecutive search  firm,  shakes  his  head. 
"Everyone's  going  to  the  highest  bid- 
der," he  says.  "They  all  think,  'Why  not 
get  $15  million  to  $20  million  for  the 
next  three  years?'  It's  a  feeding  frenzy." 

Sign  of  an  impending  market  top? 
Maybe  not,  but  this  much  is  predict- 
able: Feeding  frenzies  always  end  in 
indigestion. 


Bill  Brady,  Frank  Quattrone  and  George  Boutros 

Taking  their  lock  on  Silicon  Valley  from  Morgan  Stanley  to  Deutsche  Bank. 
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They  used  to  say  Asians  don't  like  credit  cards. 
Citibank  didn't  believe  it. 

Citibank 
blitzes  Asia 


By  Andrew  Tanzer 

Most  people  think  Asians 
would  rather  deal  in  cash 
and  save  their  money  than 
run  up  big  bills  on  credit 
cards,  as  American  con- 
sumers do.  That  was  yester- 
day, says  James  Cassin, 
president  of  MasterCard 
International's  Asia  Pacific 
regional  operations.  "I've 
been  out  here  six  years  and 
heard  the  argument  about 
the  savings  culture  and 
Confucianism,"  says  Cassin 
from  his  base  in  Singapore. 
"It  doesn't  wash.  CNN  is  the 
great  leveler.  Younger  peo- 
ple [in  Asia]  identify  with  BBBM 
Western  culture." 

From  Bombay  to  Jakarta,  Taipei  to 
Seoul,  Bangkok  to  Manila,  plastic  is 
proliferating  in  Asia  at  a  terrific  pace. 
Outlets  accepting  Visa  cards  bal- 
looned by  700,000,  to  3.6  million  in 
the  two  years  to  1995. 

And  Citibank  in  particular  is  cash- 
ing in.  Citi's  credit  card  revenues  in 
the  Asia  Pacific  region  should  reach 
$1  billion  this  year,  up  150%  in  just 
two  years,  and  Citi  executives  expect 
over  $2  billion  by  2000.  With  5  mil- 
lion cards  in  Asia — and  7  million  more 
expected  by  2000 — Citibank  is  al- 
ready booking  more  than  $200  mil- 
lion in  profits  a  year  from  its  Asian 
card  operations,  and  earning  a  return 
on  equity  in  excess  of  40%. 

Asia's  rapidly  swelling  ranks  of  mid- 
dle-class consumers  with  plenty  of 
disposable  income  are  splurging  on 
autos,  consumer  durables,  cellular 
phones  and  packaged  goods.  Fancy 
shopping  malls,  department  stores 
and  restaurants  are  sprouting  across 
the  region.  For  young  professionals, 


Credit  cards  advertised  in  Hong  Kong 
Plastic  is  multiplying  in  Asians'  wallets. 


flashing  plastic  is  hip.  Says  Evelyn  Sen, 
executive  vice  president  of  marketing 
and  business  development  for  Asia 
Pacific  at  Visa  International:  "There's 
a  status  and  prestige  in  holding  plas- 
tic. Plastic  is  a  payment  instrument, 
but  it's  also  increasingly  a  lifestyle 
product.  " 

But  so  far  the  surface  is  only 
scratched.  While  the  average  Ameri- 
can adult  carries  seven  pieces  of  plas- 
tic, in  Asia  outside  of  Japan  only  1%  of 
the  adult  population  carries  any  card. 
About  20%  of  consumer  spending  in 
the  U.S.  is  done  on  cards,  compared 
with  maybe  1%  in  Asia,  again  exclud- 
ing Japan. 

India,  in  particular,  is  just  getting 
started.  Only  1.5  million  cards  have 
been  issued  in  India — 70%  of  them  by 
Citibank — but  MasterCard's  Cassin 
estimates  that  50  million  Indians  al- 
ready qualify  for  cards,  a  figure  that 
should  double  to  100  million  by 
2000,  if  you  include  debit  cards. 

Here,  too,  Citibank  is  way  ahead. 


"Citibank  is  the  marketing  power- 
house in  Asia,"  concedes  GE  Capital's 
marketing  director  for  Asia,  Joan 
Whelan,  whose  company  is  seeking  a 
foothold  in  the  region  with  its  private 
label  cards.  "They've  done  all  the 
right  things:  entered  the  market  early, 
run  lots  of  ads,  built  a  high -end  image 
and  established  a  global  brand." 

"We  look  at  credit  cards  as  an 
independent  product  and  business, 
rather  than  line  extension,"  explains 
Citi's  Steven  Pinto,  director  of  mar- 
keting for  card  products  in  Asia  Pacif- 
ic. Rajive  Johri,  Citibank's  Singapore- 
based  Asia  Pacific  regional 
business  director  of  card 
products,  puts  it  this  way: 
"Our  customers  are  young, 
upwardly  mobile,  with 
money  and  aspirations. 
We're  growing  with  our 
customers  as  they  build 
purchasing  power." 

Kasturi  Rangan,  a  market- 
ing professor  at  Harvard 
Business  School,  has  written 
a  case  study  on  Citi's  patient, 
carefully  planned  assault  on 
the  diverse  Asian  market.  It 
began,  he  says,  by  focusing 
on  just  60  million  upper-in- 
come, upwardly  mobile  peo- 
ple among  the  billions  of 
Asians. 

"Citibank  identified  a  global  consum- 
er who  behaves  quite  similarly  wherever 
he  is,"  explains  Rangan.  "They  dine  out, 
go  to  conceits  and  movies,  take  vaca- 
tions and  buy  consumer  durables  and 
clothing.  Even  though  they  may  not  all 
be  Westernized,  they  all  have  Western 
spending  habits." 

But  not  Western  default  habits:  Citi- 
bank's Johri  claims  Citibank's  loss  rate 
on  cards  in  Asia  is  just  half  of  the  4% 
industry  norm  in  the  U.S. 

A  typical  Citibank  credit  card  ad, 
now  airing  on  television  in  Singapore, 
features  a  young  Asian  couple  travel- 
ing to  Paris,  Spain  and  New  Orleans, 
staying  in  elegant  hotels,  driving  fan- 
cy cars,  sipping  champagne  and  eating 
sumptuous  dinners.  Few  of  Citi- 
bank's real-life  customers  fit  the  im- 
age, but  they  evidently  like  to  identify 
with  it.  "Consumers  are  buying  into 
this  image,"  says  Harvard  Business' 
Rangan.  "In  Asia,  getting  a  Citibank 
card  is  like  gaining  admission  to 
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A  big  step  forward  in  home  entertainment 
and  home  information,  the  digital  video  disk 
is  caught  in  a  squabble  between 
computer  makers  and  moviemakers. 

Video  games 


By  Peter  Newcomb 

A  sneaky  MOVE  by  the  entertainment 
industry  lobby  is  threatening  to  tor- 
pedo the  roll-out  for  consumers  of  the 
next  big  product  in  the  $14  billion 
home  video  market:  the  digital  video 
disk  (dvd). 

These  disks  squeeze  over  two  hours 
of  full-motion  video  onto  a  single  CD- 
sized  optical  disk.  The  picture  quality 
is  far  superior  than  that  of  VHS  tape 
and  laser  disk.  It  delivers  multichan- 
nel digital  sound  as  well  as  subtitling 
and  overdubs  in  a  number  of  foreign 
languages. 

The  5 -inch  disk  will  store  recorded 
music,    computer  games 
and  4.7  gigabytes  of  (  d 
RO \ I  information — almost  |  HH 
seven  times  the  capacity  of 
today's  CD-ROMs.  Best  of 
all,  new  dvd  players,  esti- 
mated to  hit  the  market  at  a 
retail  price  of  around  $600, 
will  be  able  to  play  all  your 
old  library  of  CDs,  CD-ROMs 
and  CD-based  videogames. 

This  enchanting  new 
consumer  market  is  made 
possible  by  a  digital  com- 
pression technology  called 
MPEG-II.  Sony,  Philips  \ 
Electronics  N.V.,  Toshiba 
and  others  have  agreed  on  a 
uniform  set  of  format  speci- 
fications for  the  technol- 
ogy, thus  eliminating  a 
costly  battle  like  the  Be- 
ta/VHS  war  that  confused 
consumers  and  resulted  in 
an  inferior  video  format  be- 
coming the  standard. 

Sound  neat?  Maybe,  but 
put  away  your  credit  card. 
You  may  have  to  wait.  Hol- 
lywood has  a  bone  to  pick, 
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and  Hollywood  packs  a  lot  of  clout. 

The  Consumer  Electronics  Manu- 
facturers Association  has  combined 
with  Hollywood's  trade  association, 
the  Motion  Picture  Association  of 
America,  to  demand  legislation  that 
would  make  it  illegal  to  make  digital 
copies  of  DVDs. 

W  hat's  Hollywood's  problem?  For 
the  price  of  a  new,  modified  CD-ROM 
player,  a  computer  owner  will  be  able 
to  make  excellent  copies  of  the  dvds. 
Disney  has  visions  of  losing  massive 
sales  as  consumers  buy  one  copy,  then 
make  dozens  for  their  friends.  No 


copyright  protection,  no  Disney 
movies  on  dvd. 

The  computer  industry,  on  the  oth- 
er hand,  loves  the  DVDs  because  they 
will  make  the  home  computer  much 
more  versatile. 

But  not  so  versatile  if  Hollywood 
withholds  its  products,  as  it  is  threat- 
ening to  do. 

The  bill  Hollywood  and  its  pals 
have  tried  to  introduce  in  Congress 
would  require  drastic  changes  to 
computer  operating  and  storage  sys- 
tems to  prevent  dvd  copying.  The 
proposed  legislation  would  put  re- 
strictions on  the  transfer  of  any  kind 
of  digital  image  from  one  disk  to 
another — rendering  impractical,  for 
example,  Kodak's  new  digital  pho- 
tography system. 

Microsoft,  IBM  and  Apple  are  out- 
raged. The  computer  industry's  trade 
group,  the  Information  Technology 
Industry  Council,  vows  to  stop  the 
bill  from  being  introduced.  "What 
these  people  [moviemakers]  forgot  is 
that  bits  are  bits.  There's  a  lot  more 
content  out  there  than  just  movies," 
gripes  one  computer  industry  official. 

At  any  rate,  the  squabble  threatens 
to  delay  wide-scale  introduction  of 
the  dvd.  Sony,  one  of  the 
~ ~ -~ ~~  world's  largest  sellers  of  op- 
tical disk  players,  says  that 
until  there's  some  resolu- 
tion with  the  computer  in- 
dustry, it  won't  commit  to  a 
launch  date  for  any  dvd 
hardware.  Sony  knows  that 
most  consumers,  initially  at 
least,  will  want  the  gadgets 
for  playing  movies. 

Plunging  ahead  on  their 
P$  own  are  Toshiba  and 
Warner  Bros.  By  Labor  Day 
Toshiba  plans  to  market  a 
DVD  movie  player.  Warner 
Bros,  plans  to  offer  200 
disk-based  movie  titles  by 
the  fall. 

Will  Toshiba  and  Warner 
be  able  to  buck  the  trend? 
"No  product  can  be 
launched  with  the  support 
of  only  one  record  compa- 
ny or  one  studio,"  warns 
Hilary  Rosen,  president  of 
the  Recording  Industry  As- 
sociation of  America.  "You 
need  more  product,  you 
need  more  diversity."  H 
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It's  scant  comfort  for  those  who  get  pink-slipped,  but  the  flip  side 
of  downsizing  is  the  creation  of  new,  and  frequently  better,  jobs. 

What  happened 
to  all  those 
blacksmiths? 


By  Peter  Brimelow 


Population  up— jobs  up  more 

Job  growth  has  outpaced  population 
growth  over  the  century,  despite  great 
changes  in  the  types  of  jobs  available. 
Symptom  of  specialization:  The  30 
biggest  occupations  now  employ  a 
smaller  proportion  of  the  work  force. 


Research:  Edwin  S.  Rubenstein, 
Right  Data  Associates. 

Total 

population 

Yes,  there's 

O downsizing.  But 
there's  also  upsizing.  The 
two  go  together. 
Let's  put  the  year's  hot  political 
issue  in  a  little  more  perspective.  Our 
chart  dramatizes  the  way  in  which, 
over  the  century,  the  U.S.  economy 
has  generated  jobs  to  keep  pace  with 
the  soaring  population.  Indeed,  more 
than  keep  pace — nearly  half  of  all 


Total  employment 


Top  30  jobs  by  size 


Americans 
now  hold  down 
jobs,  contrasting  with 
just  above  a  third  in  1900. 
But  that  job  total  masks  con- 
stant and  colossal  change.  Only  8  of 
the  top  30  occupations  in  1900  are  in 
the  top  30  in  1995  (see  chart,  oppo- 
site). Eighteen  of  1995's  top  30  occu- 
pations were  not  in  the  top  30  even 
as  late  as  1960.  Now  you  know  why 
there  is  so  much  pain  even  when  the 
economy  is  doing  fairly  well 
overall. 

W.  Michael  Cox, 
the  Dallas 

Federal  Reserve 
economist  who  pre- 
pared our  tables,  calls  this 
'The  Churn."  Citing  Austrian 
economist  Joseph  Schumpeter's  idea 
that  entrepreneurial  innovation  con- 
tinually destabilizes  the  economy, 
Cox  says:  "Job  creation  and  job 


destruction  are 
intertwined.  They  are  both  key  ele- 
ments in  the  process  through  which 


(millions  of  pe 

(ratio  scale) 


a  society  raises  itsi 
living  standards." 
The  most  striking  technology- 
driven  change  since  1900:  the  implo- 
sion of  agriculture.  In  1900  it  took 
35  of  every  100  American  workers 
to  feed  the  country.  Today  it 
takes  fewer  than  2 — and  we 
eat  better  than  ever.  (Or 
at  least  more. 

Notice  also  the 
disappearance  of 
railroad  work- 


ers, miners, 
blacksmiths- 
even  launderers. 
In  their  places:  com 
puter  programmers  and 
scientists,  vehicle  mechanics 
and  repairers — even  professors.  ^jP 
"The  way  of  the  world  is  ^ 
specialization,"  says  Cox. 
The  1995  top  30  shows 
a    more  educated 
work  force  and  a 
more  diversified 
one.  The  top 
30 

now  account  for 
just  less  than  half 
the  work  force.  In 
1900  it  was  over  three 
quarters. 
Change  is  not  necessarily  always 
good.  Firefighters  have  disappeared, 
probably  because  of  better  construe  - 


1900 


1960 


19! 
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tion  and  prevention  systems.  But 
policemen  and  guards  have  surged, 
certainly  because  of  rising  crime.  As 
for  the  strength  of  bookkeepers,  and 
the  arrival  of  accountants  and  finan- 
cial salespersons,  who  can  doubt  that 
this  is  a  consequence  of  increasingly 

The  Churn 

Top  30  jobs  (millions  of  workers) 

1900 


1 

2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 


Farmers  &  farm  laborers 


General  laborers 


Railroad  workers 
Miners 


Truck  drivers 


Teachers* 


Launderers 


Dressmakers 

Iron  &  steel  workers 


Painters 


Cotton  mill  workers 

Tailors 

Blacksmiths 

Firefighters 

Shoemakers 

Sawyers 

Masons 

Printers 

Seamstresses 

Physicians* 

Tobacco  factory  workers 
Barbers  &  hairdressers 

Butchers 


pervasive  taxation?  (There  was  no 
income  tax  at  all  in  1900.) 

And  change  does  hurt.  Not  all  dis- 
placed workers  can  relocate  easily, 
either  personally  or  professionally. 

But  trying  to  stop  change  might 
hurt  more. 


1960 


Look  at  those  blacksmiths.  "As 
recendy  as  75  years  ago,  the  U.S.  had 
10  million  registered  passenger  cars 
and  20.5  million  horses,"  says  Cox. 
"Had  our  ancestors  been  able  to 
freeze  jobs,  the  U.S.  would  be  stuck 
in  the  horse-and-buggy  era."  m 


2.6 


Private  household  workers1  1.6 


Retail  salespersons 


Secretaries 


Carpenters 


3* 


0.6 
0.6 

0.3 
0.3 


Retail  salespersons 


Farmers  &  farm  laborers 


Teachers* 


Truck  drivers 


Secretaries 


Private  household  workers 


Manufacturing  laborers 


IE 


Eg 

1.0 


0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.1 
0.1 
0.1 

0.1 


eeners 


Carpenters 


Waiters  &  waitresses 


Engineers* 


1  Vehicle  mechanics  &  repairers 

0.9  ^ 

Apparel  &  textile  workers 

0.8 

Construction  workers 

0.8 

Assemblers 

0.7 

Sewers  &  stitchers 

0.6 

Typists 


0.5 
0.5 


Mfg  checkers,  examiners,  etc.  0.5 


Policemen  &  guards 


Packers  &  wrappers 
Cashiers 


Accountants  &  auditors* 


Deliverymen  &  routemen  0.4 


Painters 


Launderers5 


Attendants  (hospital,  etc.) 
Welders  &  frame  cutters 


rn 


1995 

1  Retail  salespersons 

6.6  | 

|  Teachers*                         4.5  | 

Secretaries 

ma 

•  Truck  drivers 

|  Farmers  &  farm  laborers 

|  Janitors  &  cleaners             2.1  | 

Nurses* 

2.0 

j  Engineers*                       1.9  | 

Freight  &  stock  handlers 

1.9 

'  Policemen  &  guards 

1.8 

[Bookkeepers 

1.8 

0.4 
0.4 


Nursing  aides,  orderlies,  etc.  1.8 


Vehicle  mechanics  &  repairers  1.7 


Financial  salespersons*  1.7 
Health  technicians*  1.6 
Wholesale  commodities  brokers*  1.5 


Waiters  &  waitresses 


Hotel  &  restaurant  managers  1.3 


Carpenters 


Precision  production  supervisors*  1.2 
Math  &  computer  scientists*  1.2 
Moving  equipment  operators  1.1 
Computer  programmers*  1.0 
Postmen,  clerks,  messengers  1.0 
Receptionists  0.9 
Lawyers  &  judges*  0.9 
Child  care  workers  0.9 
Professors*  0.8 


Over  the  century,  the  structure  of  U.S.  employment  has  changed  enormously.  Only  eight  top  job  categories  have  survived 
throughout.  And  many  more  top  job  categories  now  require  substantial  education. 


'Requires  education. 

'Servants  and  housekeepers  in  1900.  Merchants  and  salespeople  in  1 900.  Clerks  in  1900. 
4Teamsters  and  coachmen  in  1900.  ^Launderers  and  dry  cleaners  in  1960. 


Sources:  U.  S.  Bureau  of  the  Census;  Dallas  Federal  Reserve 
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Korea  prevented  Detroit  from  participating  in  its  auto 
industry.  Detroit  is  entering  through  the  back  door. 

A  piece 

of  the  action 


By  Neil  Weinberg 

For  seven  years  General  Motors 
tried  to  break  into  Korea's  closed  car 
market.  It  sought  to  end-run  Korean 
protectionism  with  a  joint  venture 
with  Daewoo  group  called  Daewoo 
Motor.  No  go.  GM  sold  out  to  its 
Korean  partner  in  1992  after  conclud- 
ing that  Daewoo  was  more  intent  on 
increasing  sales  than  in  the  venture's 
poor  profitability.  Daewoo,  to  no- 
body's surprise,  wasted  no  time  in 
applying  in  its  own  plants  w  hat  it  had 
learned  from  GM.  On  its  own, 
Daewoo  now  assembles  cars  in  such 
places  as  India  and  Poland. 

It's  bad  enough  that  American 


automakers  have  been  squeezed  out 
of  Korean  markets.  They  also  face 
increased  competition  in  other  mar- 
kets from  Korean  manufacturers.  Ko- 
rea last  year  exported  nearly  1  million 
cars,  but  imported  a  mere  7,000. 

But  if  car-building  is  a  rigged  game 
in  South  Korea,  parts-making  is  less 
so.  The  Koreans  still  need  the  foreign 
suppliers  too  badly.  Cleveland-based 
TRW  Inc.  has  leveraged  its  technology 
in  areas  like  air  bag  inflators  and  en- 
gine valves  into  four  Korean  joint 
ventures  and  two  licensing  agree- 
ments. Last  year  TRW's  Korean  sales 
rose  about  20%,  to  over  $100  million. 


Assembly  plant  at  Hyundai  Motor  in  Korea 

Aiming  to  double  output,  automakers  are  ravenous  for  new  technology. 


The  company  expects  the  business  to 
expand  at  7%  to  10%  annually  over  the 
next  several  years — not  bad  in  a  world 
auto  market  that  is  expected  to  grow 
about  2%  annually.  ltAs  Korean  as- 
semblers move  into  the  U.S.,  Europe 
and  Asean  [Association  of  Southeast 
Asian  Nations]  countries,  we  think 
it's  a  good  opportunity,"  says  James 
Smith,  vice  president  in  charge  of 
inflatable  restraint  systems  for  TRW. 

Ford,  checked  at  every  turn  in  its 
efforts  to  build  cars  in  Korea,  has  fared 
better  in  the  parts  business.  Making 
such  items  as  air-conditioning  sys- 
tems and  engine  components,  its 
three  Korean  manufacturing  joint 
ventures  had  combined  sales  last  year 
of  about  $750  million.  A  new  factor}' 
will  soon  add  as  much  as  $400  million 
in  annual  sales. 

Detroit  cannot  ignore  Korea. 
While  early  Korean  efforts  to  invade 
the  U.S.  car  market  fizzled,  the  U.S. 
industry  takes  the  Korean  carmakers 
seriously.  Their  quality  is  way  up,  and 
they  are  making  inroads  into  impor- 
tant foreign  markets.  Although  they 
sent  only  about  200,000  vehicles  to 
the  U.S.  last  year,  they  exported  an 
additional  800,000  to  Southeast  Asia, 
Eastern  and  Western  Europe  and  Lat- 
in America.  "Ford  con- 
siders Korea  a  major 
threat  worldwide,"  says 
Richard  Roden,  repre- 
sentative officer  in  Seoul 
for  Ford  International 
Business  Development, 
Inc. 

In  all,  Korea  turned 
out  2.5  million  vehicles 
last  year,  overtaking 
Canada  as  the  world's 
fifth -largest  carmaker. 
Ambitious  Korean  man- 
ufacturers plan  roughly 
to  double  that  produc- 
tion within  the  next  four 
years. 

And  this  is  where  De- 
troit sees  its  chance:  Un- 
like in  the  U.S.  and  Eu- 
rope, where  carmakers 
tend  to  produce  many 
components  them- 
selves, Korean  assem- 
blers are  structured  like 
Japanese  firms  and  rely 
heavily  on  outside  sup- 
pliers. But  unlike  Japan, 
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which  has  many  sophisticated  parts- 
makers  of  its  own,  Korea  has  some 
1,500  parts  firms,  most  of  which  are 
small  job  shops  with  limited  technical 
capabilities.  Hyundai  Motor,  Korea's 
largest  carmaker,  used  450  primary 
suppliers  to  turn  out  1.1  million  vehi- 
cles in  1994,  while  Japan's  Toyota 
used  230  to  produce  three  times 
more  vehicles. 

"The  short-term  [Korean]  strategy 
has  been  to  minimize  costs  and  not 
care  about  the  parts  industry,"  says 
Song  Byong  Jun  of  the  Korea 
Institute  for  Industrial  Economics  & 
Trade.  Clearly  the  government  would 
like  to  encourage  a  components 
industry,  but  this  would  require  sub- 
sidies that  would  violate  World  Trade 
Organization  rules. 

To  sell  more  cars  abroad  to  meet 
their  goal  of  producing  as  many  as  6 
million  cars  a  year,  Korean  carmakers 
will  need  the  latest  and  best  compo- 
nents, including  air  bags,  antilock 
brake  systems  and  electronic  controls. 

"Ford  considers  Korea  a 
major  threat  worldwide," 
says  Richard  Roden  of 
Ford's  Seoul  office. 


Many  of  these  they  can  get  only  from 
foreign  partsmakers.  Recognizing 
this,  General  Motors  has  swallowed 
its  frustrations  and  now  dishes  out 
some  of  its  latest  technology  to 
Korean  automakers  via  its  Delphi 
Automotive  Systems  unit,  which  now 
sells  Korean  carmakers  some  of  its  lat- 
est products.  These  include  its  flexible 
bussed  electrical  centers,  which  have 
fewer  parts  than  before,  and  are  thus 
cheaper  and  more  reliable. 

GM  retains  stakes  in  four  50-50 
Korean  parts  joint  ventures  that  last 
year  did  over  $800  million  in  sales, 
mostly  to  Daewoo.  G.  Scott  Graham, 
vice  president  of  GM's  Delphi 
Automotive  Systems,  Korea,  explains: 
"Daewoo  has  already  sent  a  message  to 
GM  encouraging  overseas  cooperation 
in  technology,  management  and  man- 
ufacturing, and  I'd  say  our  Korean 
business  has  the  potential  to  get  to  $2 
billion  in  sales  by  the  year  2000."  In 
that  sense  at  least,  American  business 
looks  like  it  will  win  a  chunk  of  the 
Korean  auto  business.  H 


Companies  think  they'll  save  money 
by  bringing  legal  work  in-house. 
A  new  assault  on  traditional  lawyer-client 
privilege  makes  that  less  certain. 

Catch-22 


By  Susan  Adams 

Michael  Scott,  gaf  Roofing 
Manufacturing's  in-house  environ- 
mental lawyer,  negotiated  part  of  an 
asset  purchase  that  went  sour.  The 
putative  seller,  Georgia-Pacific 
Corp.,  sued  gaf  for  pulling  out  of 
the  deal  and  demanded  the  lawyer's 
communications  in  discovery. 
Georgia-Pacific  got  what  it  sought, 
and  is  using  the  discovery  informa- 
tion to  argue  its  case  against  GAF. 

Note  the  absurd  double 
standard  here.  Had  gaf  o 
been  using  an  outside  law  « 
firm  to  handle  precisely  % 
the  same  work,  its  confi- 
dential communications 
most  likely  would  have 
been  fully  protected  by 
lawyer-client  privilege. 
"It's  just  totally  unfair," 
says  Louis  Maggiotto, 
vice  president  and  gen- 
eral counsel  of  Hartz 
Mountain  Corp.  and  the 
chairman  of  the  Ameri- 
can Corporate  Counsel 
Association's  policy  com- 
mittee. 

This  is  not  so  unique  a 
situation  as  it  might  seem. 
With  more  and  more 
companies  bringing  legal 
services  in-house,  compa- 
ny attorneys  are  increasingly  han- 
dling deal  work  that  used  to  be  done 
by  outside  law  firms.  In  October  of 
last  year  a  federal  appeals  court  ruled 
that  an  in-house  tax  lawyer's  com- 
munications with  the  company's 
accountants  could  not  be  kept 
secret. 

The  attorney,  an  in-house  lawyer 
and  vice  president  for  taxes  at  aero- 
space manufacturer  Sequa  Corp., 
had  been  consulting  Arthur 
Andersen  on  a  planned  merger  of 
two  subsidiaries.   In  a  subsequent 


audit,  the  IRS  asked  for  the  account- 
ing memos.  Sequa  claimed  privilege. 
The  judge  ruled  for  the  IRS. 

While  in  many  cases  judges  are 
upholding  the  attorney-client  privi- 
lege, the  law  is  clearly  in  flux.  So 
what's  a  company  lawyer  to  do?  The 
best  advice  is  to  proceed  with  cau- 
tion. Which,  alas,  probably  means 
more  memo  writing,  more  bodies 
working  on  deals — and  higher  costs. 


Law  firms,  of  course,  are  pleased. 
They  see  an  opening  to  get  back 
some  of  the  work  they've  lost. 

David  Keyko,  a  partner  at  New 
York's  Winthrop,  Stimson,  Putnam 
&  Roberts,  has  studied  the  issue.  He 
recommends  that  in-house  lawyers 
keep  more  detailed  records  of  their 
legal  work,  and  bring  along  business 
people  to  handle  particularly  dicey 
negotiations. 

Keyko's  predictable  advice  for 
especially  sticky  situations:  Hire  a 
lawyer.  H 
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'I've  got  a  pager, 
a  fax  machine, 
a  laptop,  e-mail, 
voice  mail, 


earn 


what  I  need  to  know?' 


&  Despite  all  the  gizmos,  your  sales- 

CONNECT  1  , 

f  people  cant  stay  out  on  the  road 
and  still  place  orders,  arrange  shipments,  submit 
invoices  and  expenses,  and  connect  with  your 
customer  database. 

If  you're  managing  a  sales  force,  that's  an 
expensive  problem.  Every  minute  your  people 
waste  driving  back  and  forth  to  fill  in  paperwork 
or  pick  up  information  is  chipping  away  at  time 


spent  with  customers  and  your  bottom  line 
It's  time  to  cut  the  cord.  Talk  to  us  about  implei 
ing  a  sales  force  automation  strategy. 

The  IBM  Sales  Force  Transformation  G 
will  assess  your  automation  needs,  then  desij 
build  and  implement  the  solution.  Instead  ol 
reports,  you  get  results. 

They  can  take  all  the  valuable  informatic 
in  your  files  and  make  it  accessible  to  all  of  y 


IBM,  IBM  Global  Network  and  Solutions  lor  a  small  olancl  ace  trademarks  ol  IBM  Corp  ©  1996  IBM  Corp 


t,  e  from  the  road.  From  Rio  to  Reykjavik  and 
ther  cities  around  the  world,  your  salespeople 
ip  into  your  data  over  the  fast  lane  of  the 

i1  Global  Network"  one  of  the  worlds  largest. 

<  e,  secure  data  networks. 

i  Every  day,  more  people  and  more  information 
aking  the  world  of  networked  computing 
:e  ol  incredible  opportunity  and  transforma- 
\ll  the  minds  and  resources  of  1 1 > \ I  are 


committed  to  helping  you  get  from  here  to  there. 
To  find  out  more,  drop  by  www.ibm.com  or  call 
1  800  IBM-7080,  ext.  G20L 

We'll  send  you  a  free  16-page  booklet 
highlighting  how  IBM  can  help  your  business 
thrive1  in  a  networked  world. 


Solutions  for  a  small  planet 


Where  there's  credit, 

there's  an  opportunity  for  securitization. 

&  f or 
receivables 

By  Matthew  Schifrin  and  Howard  Rudnitsky 


When  was  the  last  time  you  paid 
cash  for  filling  a  prescription?  Not  in 
this  decade  if  you  are  like  most  Ameri- 
can employees.  They  now  just  show 
that  plastic  card  issued  by  a  health 
plan  administrator. 

This  is  not  a  happy  situation  for  the 
pharmacist.  Instead  of  taking  cash  to 
the  bank,  he  must  deal  with  hundreds 
of  small  receivables  every  day.  Add 
them  up  and  they  come  to  $770 
million  in  third-party  receivables  each 
week — a  nightmare,  what  with  4,500 
different  health  plans  paying  for  pre- 
scriptions. Some  pay  quickly;  others 
do  not.  When  the  smoke  clears,  U.S. 
pharmacies  lose  about  $1.2  billion  a 
year  in  uncollected  receivables,  3%  of 
the  $40  billion  spent  on  prescription 
drugs  through  health  care  plans. 

Where  there's  a  problem,  there's 
opportunity,  and  this  opportunity  has 
been  firmly  grasped  by  52 -year-old 
Fred  B.  Tarter.  A  former  advertising 
agency  executive,  Tarter  in  1982  sold 
his  firm,  Deerfield  Communications 
Corp.,  for  more  than  $15  million  and 
began  looking  around  for  invest- 
ments. He  got  interested  in  the  trend 
toward  asset  securitization,  taking 
things  like  individual  home  mort- 
gages and  car  loans  and  packaging 
them  into  securities  that  could  be  sold 
to  investors. 

One  day  he  was  browsing  a  trade 
publication  called  Drug  Topics.  There 
he  learned  that  the  growth  of  health 
care  plans  had  transformed  pharma- 
cies from  a  cash  business  to  a  receiv- 
ables business.  Opportunity? 

He  investigated  further  and  found 
that  56,000  pharmacies  were  con- 
nected via  computer  to  National  Data 
Corp.,  the  leading  claims  processor  in 
the  pharmacy  business.  Tarter  figured 


Jeffrey  Greene  and  Fred  B.  Tarter 
Looking  for  a  critical  mass. 


that  if  he  could  piggvback  a  software 
system  onto  National  Data's  network, 
he  could  monitor  transactions  and 
collect  the  data  necessary  to  securitize 
pharmaceutical  collectibles. 

Tarter  would  offer  to  buy  those 
receivables,  paving  within  24  hours  in 
return  for  a  1.4%  to  2%  discount. 
"Most  pharmacists  don't  think  it's 
worth  the  25  cents  for  a  phone  call  to 
try  to  collect  a  dollar  they  were  short- 
changed on  prescriptions.  But  for  us, 
those  few  dollars  add  up,"  says 
Tarter. 

Tarter  hired  Jeffrey  Greene,  a  data 
processing  specialist  from  Citicorp, 
and  invested  $2  million  to  develop 
Rapid  Rxemit  system,  a  computerized 
credit-checking,  reconciliation  and 


bill-paying  system  for  pharmacists. 

The  Pharmacy  Fund,  Tarter's  New 
York  City-based  company,  began 
signing  up  pharmacists  in  1994.  In 
1995  Tarter  brought  in  partners:  ,\'u 
tual  of  Omaha,  National  Data  and  a 
Swiss  company  in  which  Richard  Rain 
water,  the  Texas  money  man,  has  in- 
vested. The  partners  threw  in  $21 
million.  Gradually  Pharmacy  Fund 
created  credit  files  on  health  plan  sp<  Mi- 
sers and  other  third-party  payers. 

Not  until  this  year,  nearly  VA  years 
after  Tarter  launched  the  business, 
did  Pharmacy  Fund  hit  its  stride.  In 
January  Smith  Barney  raised  $80  mil- 
lion for  it,  with  each  $1  worth  of 
securities  backed  by  $  1 .07  in  pharma- 
cy receivables  and  cash.  The  securities 
are  rated  A  by  Duff  &  Phelps. 

About  500  independent  pharma- 
cists and  a  few  small  chains  have 
signed  on.  "We  were  being  squeezed. 
Wholesalers  wanted  payments  twice  a 
month,  but  we  weren't  being  paid  onii 
70%  of  our  business  for  30  to  60 
days,"  says  Lou  Giannotti,  chief 
pharmacist  at  Edward's  Super  Food 
Stores'  37  supermarkets  in  the  north- 
east. "Getting  our  money  the  next 
day  is  key." 

Tarter  and  Greene  hope  to  land 
really  big  pharmacy  chains  like  Eck-^ 
erd,  Walgreen,  Thrifty/Payless  and 
others.  "They're  retailers,  not  collec- 
tion agents.  We  can  save  them  tens  ol 
millions  of  dollars  each,"  says  Tarter.i 

Tarter's  baby  has  yet  to  pay  off. 
Pharmacy  Fund  is  currently  process- 
ing about  $52  million  worth  of  trans- 
actions per  year.  It  won't  break  everi 
until  it  reaches  $400  million.  Greene! 
figures  that  after  costs  and  expenses  il 
will  eventually  net  20  to  25  basi^ 
points  of  the  150  basis  points  or  so  if 
charges.  On  $1  billion  a  year  in  receiv-i 
ables  processed,  Pharmacy  Fund 
would  thus  net  around  $2.5  million. 

What  happens  if  a  big  plan  provide 
er  goes  bust?  Greene's  response 
"  The  most  we  are  at  risk  for  is  3C 
days'  worth  of  claims,  and  no  payei 
accounts  for  more  than  4%  of  ou| 
business." 

If  Tarter  and  Greene  can  develop 
the  critical  mass  needed  to  make  the 
business  profitable,  they  have  furthse 
plans.  The)'  would  like  to  use  theii 
software  and  systems  to  buy  and  se 
curitize  lab  fees  and  dentistn 
claims.  ■ 
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"Ive  had  to  fly.  sit  in  taxis, 
attend  meetings  and  live  on  snacks 
for  24  hours  straight.  Now  what? 


Now,  you  decompress  at  the  Four  Seasons  Hotel  Singapore,  where  the  demands  of  business  are  anything  hut  s 
demanding.  A  shirt  pressed  within  an  hour?  A  plane  ticket  in  minutes?  We're  at  your  service  24  hours  a  day. 
If  you  need  to  work,  our  Business  Center  is  open  365  d  ays  a  year.  And  when  you  aren't  working,  you  can 
work  out  in  a  rooftop  lap  pool,  on  a  golf  simulator  machine,  or  on  the  only  air-conditioned    T?  O  ^  TT 

tennis  courts  in  town.  Phone  your  travel  counselor  or  Four  Seasons  for  more  about  the  luxury     r  U  U  rv  O -CjAoUIN  o  XI U  1  EjLi 
hotel  that"  s  just  minutes  from  downtown — an  d  light  -years  away  from  the  burdens  o  fh  usiness  travel.  JS^^^j^vr? 
190  ORCHARD  BOULEVARD,  SINGAPORE  1024  SINGAPORE.  FOR  RESERVATIONS,  CALL  1-800-332-3442.     A  Four  Seasons  •  Recent  Hotel 


'here  are  those  who  seem  to  believe  that  one's  desire 
for  exhilaration  must  be  sacrificed  in  order  to  satisfy  their  need 
for  luxury.  We  suggest  they  drive  the  new  Acura  3.5RL. 

This  automobile  is  anything  but  boring.  Its  lightweight, 
3.5-liter,  V-6  engine  churns  out  210  horsepower  and  the  most 


in  its  class,  the  RL  has  the  ability  to  tame  corners  and  smooth 
the  road.  The  interior  is  surprisingly  spacious,  with  burled  wood* 
and  astonishingly  soft  leather.  It  is  also  exceedingly  quiet,  thanks 
to  honeycomb  floor  panels  and  exceptional  solid-body  rigidity. 
The  result  of  all  these  details  is  an  impressive  new  flagship - 


torque  in  its  class.  That  means,  unlike  many  luxury  cars, 
the  RL  delivers  its  power  immediately  upon  request. 

All  this  power,  however,  does  not  come  at  the  expense  of 
smoothness  or  comfort.  Thanks  to  a  4-wheel,  double-wishbone, 
geometrically  enhanced  suspension,  and  the  longest  wheelbase 


the  top-of-the-line  Acura.  The  new  Acura  RL  is  one  luxury 
automobile  that  has  absolutely  everything  you  need,  yet 
deprives  you  of  absolutely  nothing  your  soul  requires.  And, 
after  all,  isn't  that  what  true  luxury  is  all  about? 
For  more  information,  call  1-800-TO-ACURA. 


its  market  flatter  than  a  bunny  slope,  the  ski 
resort  business  has  evolved  into  a  two-tiered 
system  of  regional  hills  and  fancy  resorts. 

Shakeout 


in  skiing 

By  Randall  Lane 

Carved  into  a  slope  at 
Maine's  Sunday  River  ski 
resort  is  a  particularly  har- 
rowing jump  that  is 
designed  to  give  daredevil 
skiers  and  snowboarders  a 
few  seconds  of  flight 
before  returning  them  to 
icy  terra  firma.  A  small 
sign  next  to  the  jump, 
embracing  the  slang  of 
local  snowboarders,  gives 
two  choices:  "Go  big  or 
go  home." 

Taken  literally,  that's 
the  same  option  facing 
North  America's  ski  area 
operators.  Thanks  to  a  flat 
market — the  number  of 
daily  visits  has  remained  HBH 
stagnant  at  50  million  for 
almost  two  decades — and  higher  lia- 
bility, environmental  and  improve- 
ment costs,  the  $2.3  billion  ski  resort 
industry  is  in  the  midst  of  a  major 
shakeout.  There  were  845  ski  areas  in 
1980.  By  1991  there  were  600. 
Today  only  525  remain.  Expect  that 
number  to  decline  by  10  to  20  areas  a 
year  through  the  end  of  the  decade, 
says  Jerry  Jones,  a  Vail,  Colo. -based 
consultant. 

Who's  left?  Those  going  big 
(amenity-filled  megaresorts)  and 
those  going  home  (smaller  hills 
catering  to  large  numbers  of  locals). 
Resorts  that  fail  to  align  themselves 
with  either  of  these  camps  will  likely 
be  among  the  annual  casualties  that 
Jones  forecasts.  "You  don't  want  to 
be  caught  betwixt  and  between," 
warns  Michael  Berry,  president  of 
die  National  Ski  Areas  Association. 

Things  have  changed  since  return- 
ing veterans  from  Bob  Dole's  10th 


Skiing,  up  in  the  air 

Resorts  can't  afford  to  be  in  no-man's-land. 


Mountain  Division  founded  the 
modern  ski  industry  after  World  War 
II.  For  these  pioneers  the  equation 
was  simple:  Find  a  good  hill,  find  a 
way  to  get  people  up  the  hill,  then 
watch  the  people  come.  And  come 
they  did. 

But  the  baby  boom  generation 
that  embraced  the  sport  is  now  gray- 
ing; and  its  kids  never  really  took  to 
it.  The  business  has  become  less 
about  the  sheer  fun  of  skiing  and 
more  about  the  total  experience. 

Magic  Mountain,  a  Londonderry, 
Vt.  resort  that  shut  down  four  years 
ago,  was  highly  regarded  for  its  chal- 
lenging terrain,  which  was  serviced 
by  six  chairlifts.  Yet  it  was  too  remote 
from  any  major  city  to  be  viable  as  a 
one-day  destination,  and  not  big 
enough  to  compete  with  Ellington 
and  Stowe  for  those  who  wanted 
more  than  just  the  sport. 

Better  situated  are  dozens  of  small 


areas  like  Wachusett,  Eldora,  Hunter, 
Snow  Summit  and  Camelback,  which 
can  consistently  earn  a  profit  by 
catering  to  nearby  population  bases. 
None  of  those  hills  is  exacdy  world- 
class.  But  they're  easy  day  trips  from  a 
big  city  (Boston,  Denver,  New  York, 
Los  Angeles  and  Philadelphia,  respec- 
tively). At  Eldora,  Denver  residents 
can  pick  up  passes  at  the  local  super- 
market for  $24,  be  on  the  slopes  an 
hour  later,  and  make  it  home  in  time 
for  dinner.  That  makes  it  hard  to  jus- 
tify driving  three  hours  to  Aspen  and 
paying  twice  as  much  to  ski. 

Such  regional  areas  thrive 
^  by    understanding  their 
|  majority  clientele — curious 
^  beginners  and  young,  cash- 
f  strapped  diehards.  This  is 
basic  skiing,  no  frills.  No 
hotel    fitness    clubs  or 
"gourmet"  restaurants.  The 
only  investment  that  makes 
economic  sense  is  squeez- 
ing more  people  onto  the 
mountain. 

Snow  Summit  has  invest- 
ed in  faster  chairlifts,  more 
artificial  snowmaking  and, 
since  half  its  visitors  are 
snowboarders,  things  like 
stunt  areas  and  a  "snow- 
boarders'  lounge"  with  $1 
burritos.  Result:  500,000 
skier  visits  a  year,  and  con- 
sistent profitability. 
Remote  resorts  face  a  trickier 
problem:  To  make  money,  they  have 
to  capture  skiers  for  several  days. 
Thus,    they    have    been  moving 
toward  the  other  end  of  the  spec- 
trum, creating  enough  amenities  to 
turn  a  sld  trip  into  a  complete  vaca- 
tion experience. 

"The  competition  for  the  big 
resorts  isn't  other  ski  areas,"  says 
Gregory  Berry  (no  relation  to 
Michael  Berry),  editor  of  the  Ski 
Industry  Letter.  "It's  Disney  and 
Carn'ival  Cruise  Lines." 

That  means  shops,  spas,  skating 
rinks  and  other  nonskiing  activities. 
"This  is  all  being  driven  by  the  baby 
boomers,"  says  Andrew  Daly,  presi- 
dent of  Vail  Associates,  the  ski  resort 
operator  controlled  by  Leon  Black's 
Apollo  Group.  As  members  of  that 
generation  push  50,  they're  skiing 
less  and  often  toting  along  family 
members  who  don't  ski  at  all.  So  Vail 
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If  financial  institutions  are  global,  shouldn't  their  insurance  be? 


[oney  does  make  the  world  go  round.  But  it's  really  asset  protection  that  keeps  it  spinning.  More  and  more 
inges,  banks,  brokerages  and  insurance  companies  are  doing  business  across  state  lines  and  date  lines.  With 


iternational  network  of  offices  and  insurance  experts,  Chubb's  Dep; 
rategic  and  creative  solutions  to  transfer  many  of  the  risks  of  the  fii 


of  Financial  Institutions  devel 


creative  solutions  to  transfer  many  of  the  risks  of  the  financial  industry,  including:  professional 
>roperty,  casualty  and  alternate  risk  transfer.  And  when  it  comes  to  Chubb's  financial  reliability, 
isf  ratings  from  Standard  and  Poor's  and  A.M.  Best.  Call  'your  independent  agent  or  broker,  or 


)-36  CHUBB. 


re  your  world  with  Chubb 


notional  purposes,  Chubb  refers  to  member  insurers  erf 
cise  coverage  offered  is  subject  to  the  terms,  condi 
risdictions.  Chubb  Group  of  Insurance  Comp.it 


k: 

CHUBB 


ulls  have  an  optimistic  vision  of  America's  future.  They  see  an 


economy  that  continues  to  expand  and  they  invest  in  their  companies 


to  exploit  the  opportunities  that  expansion  creates. 

The  CIT  Group  fuels  their  growth  by  providing  billions  in  financing. 


We  support  our  clients'  ambitions  with  asset-based  lending  programs 


©  1996  The  CIT  Group.  Inc 


hat  unleash  what  they  have  to  get  them  where  they  want  to  be. 


Inner  strength  and  innovation  have  fueled  the  resurgence  of  the 


American  economy.  To  keep  your  company  bullish  while  others  sleep, 


:all  The  CIT  Group 


t  —  1-800-CIT-1908. 


Americas 
Most  Experienced 
Asset- Based 
Lender. 


just  opened  a  $1  million  snowmo- 
bile and  horseback  riding  center, 
while  its  sister  resort,  Beaver  Creek, 
is  spending  $20  million  on  a  retail 
complex,  complete  with  skating  rink 
and  performing  arts  theater. 

The  skiing  can't  be  plain  vanilla, 
either — not  when  lift  tickets  at  top 
resorts  run  $50  a  day.  Just  as  Disney 
brings  people  back  with  a  new  ride 
each  year,  ski  resorts  must  also  con- 
stantly add  fast  new  lifts — which  can 
run  up  to  $12  million  apiece. 

This  all  requires  lots  of  money.  As 
economies  of  scale  and  access  to  cap- 
ital have  become  as  critical  to  a  big 
resort's  success  as  the  weather,  the 
large  areas  are  rapidly  consolidating. 
Sunday  River  owner  Leslie  Otten 
has  swallowed  eight  resorts  over  the 
past  two  years— his  boldest  move 
coming  in  February,  when  he  agreed 
to  pay  $105  million  for  publicly 
traded  s-K-l  Ltd.,  the  parent  of 
Vermont's  Killington  and  Mount 
Snow.  Assuming  the  deal  closes, 
probably  in  June,  Otten's  100%- 
owned  American  Skiing  Co.  will  be 
the  largest  in  North  America;  one  of 
four  skiers  in  the  Northeast  will 


spend  the  day  schussing  down  the 
slopes  of  one  of  his  mountains. 

Other  deep-pocketed  companies 
are  emerging  as  dominant  forces  in  the 
West.  Intrawest  (Forbes,  May  23, 
1994)  owns  five  areas,  including 
British  Columbia's  highly  regarded 
Blackcomb;  Ralcorp  Holdings,  spun 
off  from  Ralston  Purina,  owns  three 
areas  in  Colorado's  Summit  County, 
including  Keystone  and  Breckenridge; 
Apollo  Group  controls  Arrowhead,  in 
addition  to  Vail  and  Beaver  Creek. 

Otten  is  backed  by  Fleet  Financial 
Group's  Fleet  Bank  and  by  the  Bank 
of  Boston.  He  started  out  as  a  man- 
agement trainee  at  the  forerunner  to 
S-K-l,  and  began  managing  Sunday 
River  for  it  in  1973,  back  when  it 
was  handling  only  some  200  skiers 
per  day.  Seven  moneylosing  years 
later,  Otten  took  the  Maine  resort 
off  of  s-K-l's  hands  in  exchange  for 
his  life's  savings — $132,000 — and 
some  financing. 

Otten  saw  that  his  remote  litde  hill 
would  die  unless  it  was  transformed 
into  a  destination  resort.  So  he 
hawked  lifetime  season  passes,  extra- 
neous real  estate  and  over  50  tons  of 


scrap  metal  to  raise  money  for  a  sec- 
ond chairlift  servicing  only  beginner 
slopes.  That  small  improvement  dif- 
ferentiated his  resort  from  a  plethora 
of  nearby  one-lift  areas,  and  Otten 
used  the  positive  cash  flow  it  created 
to  build  more  lifts,  trails  and  snow- 
making  systems.  And  good  skiing 
begot  strong  condominium  sales.  By 
1994  Sunday  River  was  notching  $31 
million  in  revenues  and  $7  million  in 
cash  flow.  With  this  record,  banks 
lined  up  in  1994  to  back  Otten's 
acquisition  spree. 

As  the  dominant  player  on  the 
East  Coast,  Otten  plans  on  offering 
packages  that  allow  skiers  to  traipse 
around  New  England,  skiing  a  differ- 
ent mountain  each  day.  "We're  going 
to  use  our  size  to  turn  up  the  volume 
on  New  England  skiing,"  Otten  says. 
A  learn-to-ski  program  will  be  for- 
malized among  the  nine  hills,  allow- 
ing a  beginner  who  started  at 
Waterville  Valley  to  pick  up  the  next 
winter  at  Mount  Snow  without  miss- 
ing a  beat.  You  can't  think  of  it  as 
the  ski  business  anymore.  Now  it's  a 
branch  of  the  entertainment/vaca- 
tion industry. 


Income  For  Today, 
Growth  Potential  For 
Tomorrow.  1 

The  GT  Global  High  Income  Fund  offers  the  experien 
investor  the  potential  for  a  steady  flow  of  income  today 
and  capital  appreciation  over  time.  The  Fund  invests  in 
bonds  and  other  debt  instruments  from  emerging  countr 
around  the  world  where  we  see  the  fiscal  discipline  neede 
for  sustained  growth. 


To  learn  more,  talk  to 
your  financial  adviser 
or  call  GT  Global. 


Average  annual 
return  as  of  3/31/96} 


A  shares: 
B  shares: 


1  yr 
32.54% 
33.10% 


Life  of  Full 
11.97' 
12.16 


1-800-824-1580 


GT  Global 

A  Member  of  Liechtenstein  Global  Trust 
It's  Your  World.  Invest  In  It.sm 

Returns  for  A  and  B  shares  include  the  effect  of  the  maximum  4.75%  sales  charge  and  5%  contingent  deferred  sales  charge,  respectively.  *  Since  inception  on  10/22/92.  Invesj 
return  and  principal  value  will  fluctuate,  so  shares  may  be  worth  more  or  less  than  their  original  price.  Past  performance  does  not  guarantee  future  results.  Before  investing,  rea 
prospectus  for  more  complete  information,  including  charges,  expenses  and  the  risks  associated  with  global  and  emerging  market  investing,  including  political  and  currency  ria 
investment  in  the  Fund  should  be  considered  speculative  and  may  not  be  suitable  for  all  investors.  GT  Global,  Inc.,  Distributor.  50  California  Street  San  Francisco,  CA  94111 
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Earn  A  Guaranteed  Upgrade  At  Renaissance  Hotels 
And  Resorts  With  American  Express? 


There's  a  new  Renaissance  taking  place,  and  you  can  find  it  at  Renaissance  Hotels  and  Resorts. 
Now  that  all  Stouffer  Renaissance  Hotels  and  Resorts  have  joined 
Cards    our  family,  you  can  take  advantage  of  a  very  special  offer. 


From  April  15  -  September  30,  charge  your  stay  at  a  participating  hotel  location  with  the 
American  Express*  Card,  and  you'll  receive  a  guaranteed  upgrade  certificate  for  your  next 
stay*  For  reservations  or  information,  call  your  travel  agent  or  1-800-HOTELS-l. 


RENAISSANCE, 

HOTELS  AND  RESORTS 
The  Mark  Of  A  Fine  Hotel. 


'Upgrade  certificate  must  be  used  by  12/31/96.  Valid  for  a  complimentary,  one-room  category  upgrade  during  your  next  stay. 
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Imagine  Somethin 

^etFee] 


INTRODUCING  THE  ALL-NEW  1996  MERCURY  SAB] 

Imagine  an  automobile  with  styling  so  fresh  it  makes  the  word '  aerodynamic"  seem  new  again.  Imagine 
Starring  at  automobile  is  engineered  to  such  precise  tolerances  and  with  such  structural  integr 

$19755 

weU-equipped  gs'  feels  as  if  it  were  formed  from  a  single  piece  of  steel.  Imagine  that  it  not  only  goes  IOC 

*22,705  LS  as  shown  includes 

abs,  24-valve  v-6,  remote  keykss  miles  between  scheduled  tune-ups*but  that  its  so  rewarding  youll  actually  want  to  t 

entry  system ,  and  power  driver's 

seat,  windows  and  locks."  .    ,      r     T  ,        ,  , 

it  that  far.  Imagine  an  automobile  that  impresses  you  with  both  its  interior  room  (i 


'Under  normal  dming  conditions  umh  routine  fluid/filter  changes.  Based  on  MSRP  with  rer^soA.  Tax,  title  extra.  "Based  on  MSRP  with  PEP 461 A  and  listed  options.  Tax,  title  extra. 


oks  So  Fluid 


Mercury  Sable  LS 

Automobile  Magazine 
All -Star  and  Design  of  the  Year 


and  Toyota  Camry )  and  its  interior  amenities.  On  the  other  hand,  why  imagine 
any  of  those  things  when  you  can  see,  hear  and  feel  them  firsthand 
instead?  With  a  test  drive  in  the  all- new  Mercury  Sable.  For  more 
information  call  1  800  446  -I 


or  enter  http:llwww.Mercuryvehicles.com 
for  access  to  the  Internet. 


Mercury 

IMAGINE  YOURSELF 
IN  A  MERCURY 


EDITED  BY  NINAMUNK 


Arnold  Tenney  likes  nouvelle  cuisine.  Ron  Echtenkamp 
prefers  steak  and  potatoes.  But  what  a  business  team! 


Prairie 
moguls 

By  Peter  Spiegel 

With  a  prairie  twang  and  a  gut  that 
reveals  his  love  of  whiskey-marinated 
steaks,  Ronald  Echtenkamp  is  a  far  cry 
from  your  typical  Hollywood  hon- 
cho.  Nor  is  Omaha,  Nebr.  a  place  for 
movie  moguls.  But  as  chief  executive 


of  Ballantyne  of  Omaha,  Inc.,  this 
unassuming  62-year-old  controls  the 
market  for  the  motion  picture's  most 
basic  necessity:  the  movie  projector. 

Ballantyne  makes  65%  of  the  movie 
projectors   sold    in    the    U.S.  Its 


SI 7,000  Simplex  projector  system  is 
an  industry  standard.  This  year  the 
company  should  see  sales  of  some  $46 
million.  And  it's  a  splendid  business. 
In  the  past  decade  the  number  of 
movie  screens  in  the  L'.S.  has  in- 
creased by  a  third,  to  27,800,  and 
each  screen  requires  a  projector.  Last 
year  1,200  screens  were  added  as 
theater  owners  increasingly  converted 
their  old  one-screen  houses  into  mul- 
tiplexes. In  Ontario,  Calif,  amc  En- 
tertainment is  building  the  country's 
biggest  multiplex,  with  30  screens, 
each  to  be  brought  alive  with  Ballan- 
tyne's  projectors. 

Robert  Scott  Ballantyne  started 
selling  sound  equipment  and  air-con-  • 
ditioning  for  theaters  in  the  Depres- 
sion year  1932,  but  he  got  his  big 
break  making  projectors  during  the 
post-WWII  vogue  for  drive-ins.  Then 

Ballantyne 
of  Omaha's 
odd  couple: 
Chief  Executive 
Ron  Echtenkamp 
and  Chairman 
Arnold  Tenney 
Making  movie 
projectors 
for  the  world. 
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JOAILLIER  EN  HORLOGERIE 


Since  1874,  PIAGET  watches  have  been  manu- 
factured in  our  own  workshops  in  Switzerland. 
They  are  made  exclusively  of  gold  or  platinum. 


RageT 


PRINCESS  JEWELS  COLLECTION:  Beverly  Hills,  CA,  310-276-5556 


Maitres  Artisans  d'Horlogerie 

SUISSE 

A  true  collector's  item.  "A  little  something  for  your  great-great-grandson." 


The  Coram  Coin  watch  an  authentic  gold  coin  sliced  in  two  with  an  ultra-thin  mechanical  movement  inserted  hetwecn  the  two  halves 
The  reverse  of  the  $20  coin  hears  the  Coronet  Liberty  Head  Available  in  $10,  $5  and  $2.5  coins  (for  ladies)  or  other  gold  coins. 


PRINCESS  JEWELS  COLLECTION:  Beverly  Hills,  CA,  310-276-5556 


he  added  cookers  and  fryers  to  help 
theater  owners  prepare  the  hot  dogs 
that  fattened  their  profits. 

But  drive-ins  crested  and  went  into 
decline.  By  1982,  with  Ballantyne 
long  retired,  sales  had  stalled  at  $7 
million.  Echtenkamp,  a  Nebraska 
farm  boy  and  longtime  Ballantyne 
employee,  was  running  the  company 
for  its  then-owner,  Canrad  Inc.,  a 
diversified  manufacturer.  It  was  then 
that  Echtenkamp  made  one  of  those 
fateful  decisions  that  can  change  a 
company's  destiny.  He  gambled  by 
buying  the  floundering  but  venerable 
Simplex  Projector  Co.  for 
$800,000 — the  cost  of  its  inventory 
and  receivables.  Simplex  wasn't  much 
of  an  operation,  but  by  putting  his 
salespeople  to  work  on  it  he  could  cut 
costs  and  improve  marketing. 

Echtenkamp's  timing  was  better 
than  he  realized.  Even  as  the  drive  in 
boom  w  as  fading,  the  multiplex  boom 
was  getting  under  way,  and  where  the 
old-fashioned  movie  house  uses  one 
projector,  a  multiplex  needs  many. 

From  1983  to  1987  the  number  of 
screens  in  the  U.S.  went  from  18,000 
to  23,500.  Sales  of  the  sturdy  Simplex 
projector  doubled,  and  the  original 
Ballantyne  projectors  boomed,  too. 

In  1988,  with  Ballantyne's  sales 
just  over  $10  million,  Ballantyne's 
corporate  owner  made  a  decision  as 
dumb  as  Echtenkamp's  had  been 
smart.  It  decided  to  unload  Ballan- 
tyne and  hired  Furman  Selz  Inc.  to 
find  a  buyer.  It  wasn't  an  easy  sell.  The 
rising  popularity  of  video  rentals  and 
pay-TV  seemed  to  threaten  the  Ameri- 
can movie  house. 

However,  Arnold  Tenney,  chair- 
man of  publicly  traded  ARC  Interna- 
tional, a  Toronto-based  holding  com- 
pany, had  a  different  vision.  He  sus- 
pected that  these  new  sources  of 
revenue  would  encourage  Holly- 
Wood  to  step  up  production  and  thus 
create  a  flood  of  new  product  for 
movie  theaters.  In  December  1988  he 
bought  the  whole  Canrad  operation, 
including  Ballantyne,  in  a  leveraged 
buyout,  reducing  debt  by  selling  Can- 
fad's  other  assets  and  putting  in  only 
$2.5  million  cash.  "A  lot  of  people 
thought  I  was  nuts,"  Tenney  chuck- 
les. Nuttier  still  when  he  went  further 
into  debt  to  buy  Ballantyne  a 
140,000-square-foot  factory,  north 
of  downtown  Omaha. 


The  Super 
Trouper 


Projectors  are  Ballan- 
tyne's main  business,  spot- 
lights a  prominent  and 
profitable  sideline.  Attend  a 
rock  concert  and  you'll 
probably  see  the  perform- 
ers gyrating  and  grimac- 
ing in  the  beam  of  a  spot- 
light from  Ballantvne, 
which  has  85%  of  the  U.S.' 
long-range-spotlight 
market.  Ballantyne  lights 
up  the  Chicago  Bulls' 
court,  the  Toronto  Sky- 
Dome,  the  Hoosier 


Dome  and  the  New  Jersey 
Meadowland's  Conti- 
nental Airlines  Arena.  Bab 
lantyne's  bestselling  spot, 
the  $11 ,000  Super  Troup- 
er,  is  so  popular  that  en- 
tertainers often  insist  on  it 
in  contracts.  "Tonight 
the  Super  Trouper  beams 
are  gonna  blind  me/but  I 
won't  feel  blue/like  I  al- 
ways do."  That's  from 
the  Swedish  rock  band 
Abba's  1980  album, 
Super  Trouper.    -P.S.  HEI 


At  the  factory 
Spotlights  for 
the  Rolling  Stones 
and  Chicago 
Bulls. 


Then,  in  March  1993,  Tenney  and 
Echtenkamp  moved  to  clinch  control 
of  the  projector  market,  paying  $4.5 
million  in  cash,  stock  and  notes  for  the 
ailing  cinema  products  division  of 
Optical  Radiation  Corp. 

Bingo!  Last  year  Ballantyne  earned 
$3  million  on  sales  of  $38.4  million, 
with  a  $4  million  profit  likely  this  year. 
Think  about  it:  a  $4  million  annual 
return  on  a  $2.5  million  net  invest- 
ment. But  what  happens  when  the  last 
movie  house  becomes  a  multiplex? 
Projectors  last  a  long  time.  Where  is 
repeat  business  coming  from? 

Tenney  and  Echtenkamp  have  fig- 
ured that  out.  They  are  building  pro- 
jectors for  companies  like  Imax  and 
Iwerks  Entertainment  that  specialize 
in  the  growing  area  of  "ride  films"— 
simulation  movies.  Then  there's  the 
rest  of  the  world:  In  the  U.S.  there  is 
one  screen  for  every  9,800  people, 
but  in  Germany  only  one  per  17,700, 
in  Mexico  one  per  61,100. 

Last  month  AMC  opened  a  13 
screen  theater  in  Fukuoka,  Japan. 


Cinemark  USA,  another  Ballantyne 
customer,  has  built  92  screens  in 
Mexico  in  the  last  two  years. 

In  five  years  Echtenkamp  expects 
that  40%  of  revenues  will  come  from 
abroad.  Emphasizing  the  point,  a  gi- 
ant photo  of  the  Great  Wall  of  China 
decorates  Echtenkamp's  office  wall. 

Ballantyne  is  a  public  company 
now;  last  September  Tenney  sold  35% 
of  his  stake  for  $8.2  million.  With  the 
AMEX-traded  stock  at  a  recent  11%, 
the  company's  market  capitalization 
is  $53  million.  That's  just  13  times 
this  year's  projected  earnings.  Inves- 
tors seemingly  remain  as  skeptical 
about  the  business  as  ever. 

But  not  Tenney  and  Echtenkamp, 
an  odd  couple  if  ever  there  w  as  one: 
Tenney  has  a  penchant  for  French 
cuffs,  tasseled  loafers  and  nouvelle 
cuisine;  Echtenkamp  prefers  steak 
and  potatoes  at  Drover,  his  favorite 
Omaha  steakhouse.  They  share  few 
personal  tastes  but  make  a  great  work- 
ing team.  "It  has,"  says  Echtenkamp, 
"been  a  fantastic  relationship."  tH 
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Anyone  who  runs  a  business  wa 
grow  it.  Yet  all  too  often  what  sta 
the  way  of  growth  is  simply  managi 
day  to  day  business  tasks.  And 
when  you're  trying  to  stay  in  front 
of  the  competition,  that's  not  only 
frustrating,  it's  deadly. 

Here's  where  Lotus  SmartSuite 
comes  in.  SmartSuite  is  all  the  soft 
ware  your  business  needs  to  manag 
your  business  more  effectively.  And  it's 
so  easy  to  learn  that  you  and  everyone  on 
your  team  will  be  able  to  use  it  in  no  time 
(Probably  feel  a  litt 
stronger  already,  huh?) 

SmartSuite  offers  you 
six   desktop  software 
applications,  as  opposed 
All  the  to  the  mere  four  that  other  soft- 

software  ware  suites  give  you.  You  get 
a  business  word  processing,  spreadsheets, 
needs.  database  management,  graphics, 

calendaring  and  scheduling,  and  a  multi- 
media tool.  SmartSuite  also  allows  you 
complete  Internet  access. 

This  means  that  you  can  manage  things 
better  and  ultimately  get  more  done. 
SmartSuite  lets  you  create  professional 
correspondence,  financial  statements,  graphic 
sales  presentations,  track  inventory,  organize 


if  mafege  my 

kwisely, 
not  be 


your  daily  schedule  and  publish 
documents  directly  to  the  World 
Wide  Web.  And  because  the 
applications  in  SmartSuite 
are  completely  integrated, 


everyone  on  your  team  can  work 
better  together. 

There's  more  that  SmartSuite  can  do. 

A  lot  more.  But  don't 
take  our  word  for  it,  try 


rang 


In  Canada  call  1-800-GO-LOTUS.  'Upgrade  from  any  Lotus  <>r  competitive  software.  Dealer 
prices  may  vary.  ©1996  Lotus  Development  Corporation,  55  Cambridge  Parkway,  Cambridge,  MA 
02142.  All  rights  reserved.  Lotus,  Working  Together,  Lotus  SmartSuite,  Approach,  Freelance  Graphics,  1-2-3 
Lotus  Organizer  are  registered  trademarks  and  Word  Pro  is  a  trademark  of  Lotus  L>cvelopment  Corporation, 
is  a  registered  trademark  of  Microsoft  Corp.,  and  IBM,  OS/2,  Aptiva  and  ThinkPad  are  registered  trademarks  of 
nal  Business  Machines  Corp.  All  other  products  are  registered  under  their  respective  companies. 


Lotus  SmartSuite  for  yourself,  and  let  it 
start  doing  things  for  you. 

Versions  of  SmartSuite  are  available  for 
Windows8  95,  Windows  3.1  and  OS/28  and 
SmartSuite  is  now  included  with  Aptiva™ 
ThinkPad®  and  most  IBM®  PC  desktops 
as  well  as  select  Acer8  AST8  and  Epson8 
PC's.  All  for  as  little  as  $149"  For  your 
free  Lotus  Gallery  CD  complete  with  a 
45  day  trial  version  of  SmartSuite,  call 
1-800-TRADE-UP,  ext.  B820  .  Or 
reach  us  on  the 
World  Wide  Web 

at  www.lotus.com.     Working  Together" 


Lotus. 


up  a  COMERS 


Bill  Krause  is  a  pioneer  in  popularizing  digital 
photography.  Just  when  he's  starting  to  make  money, 
the  big  boys  are  moving  in  on  him 

Perils  of 
pioneering 


By  Bruce  Upbin 


Storm  Primax  Chief  Executive  Bill  Krause  feeding  his  EasyPhoto  Reader 
Great  technology,  but  when  will  it  pay  off? 


ATTHE  BLACKBOARD  in  his  Mountain 
View,  Calif,  office,  L.  William  Krause 
vigorously  scribbles  boxes,  arrows 
and  interlocking  circles  to  demon- 
strate his  plan  to  conquer  the  mass 
market  for  digital  photography.  De- 
spite a  slight  hitch  in  his  step — the 
result  of  a  long  ago  automobile  acci- 
dent— Krause  can't  resist  standing  up 
to  make  a  point  about  his  company. 

As  chief  executive  of  Storm  Primax, 
Inc.,  Krause,  53,  makes  hardware  and 
software  that  lets  you  drop  photos 
into  computer  documents.  Storm's 
chief  product  is  a  $249  mousepad- 
size  scanner  named  the  EasyPhoto 


Reader.  Feed  in  your  snapshot,  push 
the  green  button  and  the  photo  ap- 
pears on  the  screen.  The  software 
then  lets  you  touch  up  images,  drop 
them  into  a  yard-sale  flier  or  send 
them  out  over  the  Internet. 

It's  impressive  technology,  but  will 
it  ever  pay  off?  "One  thing  I've 
learned,'"  Krause  says,  finally  easing 
into  a  chair,  "is  that  life  doesn't  always 
go  from  bottom  left  to  upper  right." 

Thus  far  Krause  has  made  quite  a 
mark.  He  launched  his  Silicon  Valley 
career  29  years  ago  at  Hewlett-Pack- 
ard. First  day  on  the  job,  he  sat  down 
by  chance  in  the  lunchroom  next  to 


company  cofounder  William  Hew- 
lett. The  two  Bills  hit  it  off,  and  in 
1974  Krause  w  as  marketing  chief  for 
hp's  struggling  minicomputer  divi- 
sion. Krause  built  the  division  into  a 
$1  billion  business  but  left  in  1981  to 
run  P(  networking  firm  3Com  Corp., 
just  as  client-server  computing  was 
coming  on  the  scene.  Krause  took 
3Com  from  nothing  to  nearly  $400 
million  in  sales  by  1989  (FORBES, 
Aug.  7,  1989). 

Itching  for  a  fresh  challenge,  and 
flush  with  some  $2  million  in  3Com 
stock,  Krause  looked  around.  As  an 
outside  director  of  Adobe  Systems, 
Krause  had  seen  the  fast  success  of 
Adobe's  hot  Photoshop  image-edit- 
ing software  used  by  publishers  and  ad 
agencies.  How  about  digital  photog- 
raphy for  the  masses?  There  were  tens 
of  billions  of  photos  sitting  around  in 
dusty  shoeboxes.  Surely  people 
would  jump  at  the  chance  to  manipu- 
late photos  on  their  computers. 

There  was  one  big  hurdle:  shrink- 
ing digital  images  to  fit  on  memory- 
challenged  home  PCs.  In  late  1991 
Krause  met  Adriaan  Ligtenberg,  a  6- 
foot-7  Dutch-born  imaging  expert 
from  AT&T  Bell  Labs.  More  scientist 
than  entrepreneur,  Ligtenberg  had 
been  losing  money  selling  to  profes- 
sionals a  circuit  board  that  compresses 
and  speeds  up  the  processing  of  im- 
ages. Krause  gave  Ligtenberg  around 
$200,000  for  27%  of  his  outfit.  The 
plan  was  for  Ligtenberg  to  oversee  the 
design  of  a  photo-editing  program  for 
the  consumer  market. 

Krause  then  raised  $3  million  by 
selling  40%  of  Storm  to  Silicon  Valley 
venture  capital  firms  Institutional 
Venture  Partners  and  Technology 
Venture  Investors.  That  left  him  with 
19%  of  the  company.  Ligtenberg  kept 
24%;  Storm  employees  held  the  rest. 

In  1993  Ligtenberg  developed 
PhotoFlash,  software  for  editing  digi- 
tal, or  filmless,  images.  But  without  a 
cheap  way  to  get  photos  onto  the  re, 
PhotoFlash  was  virtually  useless.  With 
inexpensive  color  printers  and  inte- 
grated CD-ROM  drives  still  a  couple  of 
years  away,  folks  had  little  use  for 
digital  photos.  Badly  in  need  of  cash, 
Krause  licensed  PhotoFlash  to  Apple 
Computer  for  roughly  $1.5  million 
and  replenished  his  dwindling  capital 
with  a  fresh  $3.5  million  from  venture 
capitalists  in  exchange  for  26%  of 
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©1996  BankAmerica  Corporation 


Asset-Based  Financing 
For  A  Major  Food  Company 


(  We're  Experts  On  Nutritional  Value) 

The  package:  a  revolving  credit  line  based  on  inventory,  a  term  loan  tied  to  equipment 
assets  and  a  private  placement  secured  by  equity  in  a  foreign  subsidiary  In  all,  a  deal  worth 
nearly  $600  million.  For  a  client  looking  to  recapitalize,  this  proved  to  be  very  fruitful. 


Bank  of  America 


Our  client  had  the  benefit  of  a  team  of 
specialists  in  relationship  management, 
leasing,  and  asset-based  financing. 


Fact  #1 :  we  use  more  airplanes 
than  FedEx®  and  UPS®  combined  to 
make  sure  your  priority  package  or 
envelope  gets  to  its  destination. 


Fact  #2:  We  have  165,000  more 
trucks  than  FedEx  and  70,000  more 
than  UPS  to  make  sure  your  priority 
package  or  envelope  can  be  delivered 
to  any  address  you  want  in  the  U.S. 


^CKS 


^DRQp  OFF  ?0\* 


Fact  #3:  If  you  prefer,  you  can 
drop  off  your  Priority  Mail™  envelope 
at  any  one  of  330,000  locations. 
That's  288,000  more  than  FedEx 
and  250,000  more  than  UPS. 

I 


Fact  #4:  Unlike  FedEx  and  UPS,  you  don't 
have  to  make  a  special  call  for 

a  Priority  Mail  pick-up.  Your  everyday 
postal  letter  carrier  can  see  that  it 
gets  the  attention  it  deserves . 


Fact #5:  Priority  Mail  delivers  to 
ery  address  and  P.O.  Box  in  the  U.S. 
FedEx  doesn't.  UPS  doesn't. 


FREE  SATURDAY 


Fact  #6:  Priority  Mail  gives  you 
Saturday  delivery  at  no  extra  charge. 
FedEx  doesn't.  UPS  doesn't. 


OF  y0 


PRIORITIES 


Fad  #7:  Whether  your  priority  is 
saving  money*  convenience,  or' Saturday 
delivery.  Priority  Mail  from  the 
U.S.  Postal  Service  makes  a  whole 
lot  of  sense.  What's  Your  Priority? 


•Price  comparisons  are  based  on  Priority  Mail  up  to  2  lbs.  versus  2-lb.  published  rates  for  UPS  2nd  Day  Air*  and  FedEx  2Day s"  Priority  Mail  is  delivered  in  a  national  average  of  2-3  days,  measured  from  Post  Office  to  Post  Office 


$12     $6  $3 


What#s 
Your  < 
Priority? 


^=flf  PRIORITY 
MAIL 

UNITED  STATES  POSTAL  SERVICE® 


Storm.  Now  he  was  left  with  just  14%. 

Rack  at  the  drawing  board,  Ligten- 
berg's  team  developed  yet  another 
software  program,  called  EasyPhoto. 
Krause  signed  up  Primax  Electronics, 
a  low-cost  Taiwanese  manufacturer, 
to  produce  the  EasyPhoto  Reader 
scanner  for  home  photos. 

This  worked  better  than  Photo- 
Flash:  Since  its  introduction  last  year, 
Storm  has  shipped  60,000  EasyPhoto 
Reader  units,  all  bundled  with 
Storm's  software.  But  Krause  and 
Ligtenberg  are  now  primarily  in  the 
hardware  business:  Instead  of  earning 
85%  gross  margins,  typical  for  soft- 
ware, they  make  35%.  Shrugs  Krause: 
"I'd  rather  make  35%  of  something 
than  85%  of  nothing." 

Meanwhile,  Ligtenberg  has  de- 
signed an  internal  photo  scanner — the 
PhotoDrive.  Krause  expects  hp's 
home  PC  division  will  buy  80,000 
units  by  year-end  for  its  Pavilion  home 
PCs.  The  Pavilion  7130P,  equipped 
with  PhotoDrive,  is  rolling  out  now. 

But  Krause  can't  relax  yet.  Now 
that  prices  for  scanners,  color  printers 
and  digital  cameras  have  dropped, 
competition  is  raising  its  unattractive 
head.  Adobe,  one  parking  lot  over 
from  Storm,  recently  debuted  a 
stripped-down  $89  version  of  Photo- 
shop, called  PhotoDeluxe,  aimed  at 
the  consumer  market.  Krause  scoffs: 
"They  don't  have  a  consumer  mar- 
keting bone  in  their  body." 

But  if  Adobe  isn't  a  concern,  HP  and 
Microsoft  are.  In  the  next  18  months 
HP  will  roll  out  its  own  low-priced 
photo  scanners.  Rumors  have  HP 
hooking  Lip  with  Microsoft  for  soft- 
ware. By  adding  imaging  to  a  future 
Windows  upgrade,  Bill  Gates  could 
easily  muscle  Storm  out  of  its  market 
just  as  he  did  some  networking  and 
fax  software  firms  when  Microsoft 
added  those  features  to  Windows  95. 

Krause  says  that  after  losing  be- 
tween $2  million  and  $3  million  on 
sales  of  $13  million  last  year,  Storm's 
revenues  will  triple  in  1996  and  the 
company  will  turn  its  first-ever  profit. 
He  hopes  for  an  initial  public  offering 
by  the  end  of  the  year. 

But  after  selling  half  the  company 
to  Primax  Electronics  in  March,  his 
share  of  Storm  is  already  down  to  5% 
and  will  likely  drop  further  before  he 
has  a  major  commercial  success — if  he 
ever  does.  WM 


How  a  thwarted  rock  musician 
became  a  successful  entrepreneur. 

Knothole 
nostalgia 


By  James  Samuelson 

Jkrry  Cohkn  wanted  desperately  to 
be  a  rock  'n'  roll  musician  and  song- 
writer, but  the  long,  smoky  nights 
never  paid  off.  "I  was  tired  of  scraping 
for  gigs,"  he  says. 

Cohen  did  what  a  lot  of  other  people 
do  when  they  don't  know  what  else  to 


do.  He  went  into  business. 

Music  having  let  him  down,  he 
turned  to  his  other  passion,  baseball 
memorabilia.  His  hobby  was  studying 
the  team  logos  and  uniforms  of  long- 
defunctorobscureminorleague  teams: 
the  Newark  Bears,  the  Amarillo  Gold 


Ebbets  Field  Flannels'  Jerry  Cohen 

Retailers  didn't  understand  Cohen's  concept,  so  he  markets  by  catalog. 
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ood  news  is 


you're  alway: 

connected 


to  the  office 


The  bad  news  is 


you're  always 
connected 


to  the  office. 


Digital  Equipment  Corporation  !996  Digital,  the  Digital  logo,  Digital  HiXote  I'P.and  Client  WORKS  ate  trademarks  u/  Digital  Equipment  Corporation.  Pentium  and  the  Intel  Inside  Pentium  Processor  logo  are  registered  trademarks  of  Intel  Corporation  Window 


INTRODUCING  THE  DIGITAL  HiNOTE  "  VP. 
QUITE  POSSIBLY,  THE  ULTIMATE  IN  CONNECTIVITY. 


eing  out  of  the  office  no 
mger  means  being  out  of 
>uch.  Not  if  you  arm  your 
arriors  with  the  Digital 
iNoterM  VP  notebook, 
onnectivity  has  never  been 
isier.  Easier  because  the 
igital  HiNote™  VP  is  net- 
ork-ready  with  DM  I 
pport — it  comes  preloaded 
ith  ChentWORKS™ 
at  lets  you  keep  a  watch- 
1  eye  on  things,  and  it  has 
optional  port  replicator 
ith  a  built-in  ethernet  card 
at  instantly  connects  to 
ur  network  and  other 
sktop  peripherals.  And  all 
iis  road  weaponry  (take  a 
nder  at  the  spec  box,  too) 
mes  at  "motel"  prices.  Just 
think,  your 
people  will 
finally  be  able 


to  stay  connected  around  the 
clock.  They'll  just  love  that, 
won't  they? 

Call  1-800-DIGITAL  for 
your  nearest  reseller,  or  visit  our 
Web  site  at  www.pc.digital.com. 


PENTIUM'  PROCESSOR: 

loo  MHz 

SYSTEM  MEMORY: 

8MB  EDO  RAM 
expandable  to  40MB 

HARD  DRIVE: 

810MB  HDD 
(upgradable  to  1.08  GB) 

FEATURES: 

Super  VGA  screens  for 
DSTN  and  TFT,  removable 
option  bay,  touchpad, 
Windows"  95  keyboard. 


Windows*95 


mm 


mtium 


ALLIANCE  FOR  ENTERPRISE  COMPUTING 


tknsoft  Windows  95  logo  arc  registered  trademarks  of  Microsoft  in  the  US  ami  other  countries. 


STARTING  YOUR  OWN  BUSINESS 


Baseball  buff  heaven 

Choose  from  53  obscure  jerseys. 


Sox,  the  Tampa  Smokers,  the  Minne- 
apolis Millers. 

Using  old  photos  and  memorabilia 
gathered  from  collectors,  Cohen 
would  sometimes  make  copies  of  the 
vintage  team  jerseys  out  of  old  sweat- 
shirts and  odd  pieces  of  cotton  or 
wool.  Champion  Products  and  Rus- 
sell Corp.  have  built  good  businesses 
making  and  selling  leisure  apparel 
bearing  logos  of  contemporary  sports 
teams.  But  no  one  was  dealing  in  the 
funky  old  stuff. 

Thus  was  Seattle-based  Ebbets 
Field  Flannels  born,  with  $10,000 
backing  from  a  local  investor.  "It's 
a  needle-in-the-haystack  market," 
says  Cohen,  "but  there  are  lots  of 
needles.'" 

Finding  them  was  harder  than  lie 
thought,  however.  To  justify  the 
high  prices,  Cohen  decided  that  he 
needed  authenticity,  which,  in  turn, 
meant  finding  wool  fabric  that  ap- 
proximated what  baseball  players 
wore  50  years  and  more  ago.  It  in- 
cluded wool  specially  made  for  base- 
ball uniforms  that  hadn't  been  pro- 
duced by  mills  since  baseball  jerseys 
switched  to  polyester  double  knit  in 
the  1970s.  He  finally  found  a  Brock- 
port,  N.Y.  warehouse  that  had  stored 
some  of  the  old-fashioned  stuff  for  an 
old-timers  game. 


On  his  dining  room  table,  Cohen 
started  cutting  jerseys  bearing  the 
names  of  such  defunct  teams  as  the 
Portland  Beavers.  Cohen  created 
and  built  his  own  mailing  list 
through  advertising  and  word  of 
mouth.  He  put  advertisements  in  the 
New  Yorker  and  Baseball  America,  a 
biweeklv  baseball  magazine  covering 

Jerry  Cohen  knew 
that  there  were  others 
who  shared  his  passion  for 
baseball's  bygone  era, 
but  finding  them  was 
another  thing.  "It's  a 
needle-in-the-haystack 
market." 


major,  minor  and  high  school 
leagues. 

There  followed  the  inevitable 
growing  pains.  The  Brockport  ware- 
house couldn't  satisfy  Cohen's  en- 
tire needs.  He  turned  to  a  New 
Hampshire  mill  that  demanded  he 
take  a  minimum  of  720  yards  of  each 
color,  which  would  last  three  months. 
Suddenly  Cohen  was  burdened  with 
carrying  costs  on  raw  material  inven- 


came 
for  a 

Lady 
broad 


tory.  Plus,  he  had  begun  to  pay  $400 
a  month  for  a  6,300-square-foot  of- 
fice and  factory  space  near  down 
town  but  lacked  the  cash  to  hire 
cutters. 

The  realities  of  business  had  caught 
up  with  him:  Success  can  be  as  hard  to 
manage  as  failure.  "The  fact  that  I  \\  as 
doing  better  saleswise  but  struggling 
more  with  cash  came  as  a  real  shock, 
he  says. 

Off  to  the  bank  he  went,  and 
Pacific     Northwest  Bank 
through   in    January  1990 
$30,000  loan.  Just"  in  time 
Luck  suddenly  bestowed  a 
smile  on  Cohen. 

In  the  summer  of  1990  Cohen  got 
a  break  when  Sports  Illustrated  men 
tioned  his  little  company,  bringing 
in  $50,000  of  orders.  By  vear-end 
1990  sales  had  reached  $600,000, 
30%  wholesale  to  sporting  goods 
stores  and  70%  from  catalog  sales  at 
$  125  a  jersey. 

The  phone  rang.  It  was  from  Da 
vid  Letterman's  business  manager 
The  C  BS  late-night  talk  show  host 
and   basefall  fanatic  had  ordered 
some    merchandise    from  Ebbets 
Field,  liked  it,  and  wanted  to  know  if 
Cohen  w  ould  be  able  to  make  base 
ball  jerseys  with  a  Late  Night  with 
David  Letterman  logo — using  the 
same  old-time  fabrics.  Last  year  Let- 
terman merchandise — which  retails 
for  $150  for  a  jersey — made  up 
$800,000  ( wholesale)  of  Cohen's  $2 
million  sales,  on  which  he  netted 
$65,000. 

Sales  this  year  should  top  $3  mil 
lion,  and  Cohen  has  added  baseball 
jackets,  caps  and  T  shirts,  all  bearing 
old-time  baseball  logos. 

Cohen  now  has  ten  full-time  em- 
ployees, including  two  sewers,  a  ship 
per  and  a  production  manager. 

What's  next?  You  guessed  it.  The 
first  Ebbets  Field  retail  store  will  open 
up  in  Seattle  this  month,  and  Cohen 
is  financing  the  expansion  totally 
from  cash  flow. 

Rock  music  still  holds  glamour  fon 
Cohen,  but  starving  for  it  doesn't.  In 
Cohen's  office  is  a  framed  photo 
graph  of  himself  with  Rolling  Stones 
guitarist  Keith  Richards.  "The  reward 
of  having  created  something  that  peo- 
ple respond  to  emotionally  is  superior 
to  being  a  frustrated  songwriter,"  he 
says.  ■ 
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Thanks  to  Sprint  Business, 
we're  filling  offices 
across  the  country." 


-Jane  Edwards, 
Kelly  Services 


dm 


mm 


"Keeping  track  of  over  600,000 
temporary  employees  wasn't  easy." 

Kelly  Services  has  to  fill  positions 
quickly.  But  because  each  Kelly*  office 
maintained  separate  files,  finding  the 
right  candidate  was  time-consuming. 
"With  Sprint  technology,  we  can 
access  everyone  at  the  push  of  a  button." 

With  the  SprintNet"  Data  Network,  information  on 
every  employee  goes  into  a  database.  That  lets  Kelly 
staff  check  availability  instantly —  and  quickly  find 
the  right  person  for  the  right  job.  They  can  even  access 
personnel  files  at  over  1,000  Kelly  locations  nationwide. 
"Our  business  has  grown  30%." 
Sprint  has  helped  Kelly  Services  assign  more  people  to  more 
jobs  in  half  the  time.  Which  has  given  Kelly  the  competitive 
edge.  And  that's  a  nice  position  to  be  in.  Call  now. 
We'll  help  your  business  do  more  business,  too. 

Call  Sprint  Business 

1800  816  REAL 

www.sprint.com 


Sprint 


We  Help  Business  Do  More  Business 


Open  doors  of  communication.  Avenues  to  reach 
the  right  person.  These  are  the  routes  to 
productivity  that  active  partnership  travels. 
By  maintaining  ongoing  dialogue  among 
customers,  brokers  and  our  people,  we  work. 

together  to  create  custom-tailored  risk 
management  products  and  solutions  that  yield 
superior  results  in  areas  like  cost  management 


and  customer  service.  As  a  member  of 
The  Worldwide  Zurich  Insurance  Group, 
we  provide  extensive  financial  strength,  and  offer 
long-term  active  partnership  to  you.  For  more 
information,  contact  your  agent  or  broker,  or 
call  1-800-382-2150  today. 


ZURICH-AMERICAN 

INSURANCE  GROUP 

Tke  Power  of  Partnerskip® 

A  MEMBER  OF  THE  WORLDWIDE  ZURICH  INSURANCE  GROUP 


Minicars  have  never  caught  on  here,  and  there  aren't 
many  in  Europe.  So  why  are  Mercedes  and  Ford  jumping 
into  the  market  again? 

The  return 


of  the  mini 


By  Jerry  Flint 

Think  small.  Really  small.  Maybe 
98  inches  bumper  to  bumper,  just  a 
few  inches  longer  than  an  NBA  center 
is  tall. 

For  comparison,  a  Honda  Civic 
four-door  is  175  inches,  a  Ford  Tau- 
rus is  200  inches,  a  Cadillac  DeVille, 
210.  You  might  be  able  to  park  two  of 
the  things  in  the  space  now  required 
for  a  DeVille  and  still  have  room  for  a 
motorcycle  between . 

Anything  so  small  should  give  ter- 
rific fuel  economy,  say  50  to  60  miles 
to  the  gallon.  They  are  good  for  the 
environment,  too:  less  gasoline  and 
fewer  fumes. 

No,  such  little  cars  wouldn't  be  for 
the  poorer  folks.  They  need  one  car 
that  can  do  everything,  from  taking 
dad  to  work  to  taking  the  family  on 
vacation.  These  little  runabouts 
would  be  for  affluent  folks  or  well-to- 
do  singles.  Remember  the  Volks- 
wagen Beetle?  You  saw  more  Beetles 
on  the  campus  of  the  Univer 
sity  of  Michigan  than  in 
Detroit's  ghetto 


them,  led  by,  of  all  companies,  Mer- 
cedes-Ben/.. 

Japan  has  a  whole  class  of  minicars 
and  minivans.  Japanese  manufactur- 
ers sold  900,000  of  these  people- 
movers  last  year  and  another  800,000 
minitrucks.  The  minis  account  for 
better  than  a  quarter  of  the  Japanese 
market. 

Fver  try  squeezing  into  a  Japanese 
parking  space?  If  so,  you'll  know  why 
the  minis  are  popular  there.  Minicar 


The  Smart,  from  Mercedes  and 
Swatch  watch,  due  in  two  years 
Not  much  utility,  but  very  cute 


Poorer  people  who  need  transporta- 
tion will  continue  to  do  what  they  do 
now:  buy  used  cars. 

Minicars  aren't  fantasy.  They  are 
already  common  in  Japan,  and  the 
Europeans  are  getting  ready  to  build 


buyers  did  not  have  to  prove  that  they 
had  a  parking  space  before  buying  a 
car;  buyers  of  bigger  cars  did. 

Tokyo  gives  financial  incentives  to 
minicar  buyers.  The  annual  road  use 
tax  can  bj/$68  a  year  for  a  sedan  mini, 
compared  with  $448  for  a  regular 
small  Japanese  car.  Fuel 
prices  in  Tokyo  are  around 
$4.40  a  gallon,  so  economy 
counts,  and  insurance  costs 
for  minis  are  about  38% 
ower  than  for  other  cars. 

Mercedes,  looking  for 
fresh  market  niches,  is  just 
two  years  away  from  bring- 
ing out  a  European  mini, 
the  $mart,  to  be  produced 
by  a  joint  venture  of  Mer- 
cedes and  Swatch  (smh). 
the  Swiss  watch  people. 
The  Smart  is  due  out  in  the 
spring  of  1998  from  a  new 
factory  in  Sarreguemines- 
Hambach,  on  the  French 
German  border.  It  is  be- 
lieved to  be  98  inches  long 
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Global  Excellence: 
the  round-the-world- 
ticket  that's 


simply  miles  ahead. 


vou've  ever  dreamed  of  traveling  around  the  world,  pull  out  your  maps  and  start  planning.  Because  you 
;n  take  a  trip  around  the  globe  with  three  of  the  world's  premiere  airlines.  And  it's  as  simple  as  calling 
jje  airline.  With  one  ticket,  you  can  fly  to  the  far  corners  of  the  earth,  to  Africa,  Asia  and  Europe.  To  any  of 
I:;  400  cities'1'  in  more  than  90  countries  that  these  three  airlines  serve.  And  while  the  travel  possibilities 
:  out  of  this  world,  the  ticket  price  is  well  within  your  reach.  And  whether  you're  flying  Delta,  Swissair 
|i  Singapore,  you'll  enjoy  service  that's  the  finest  in  the  air.  That's  what  Global  Excellence  is  all  about.  To 
|  ;in  your  journey,  contact  your  Travel  Agent  or  Delta  at  1-800-241-4141.  The  world  is  at  your  call. 


Ddtcl  sinGAPORE 
AIRLinES 

 Global  Excellence 


Swissair 


'Based  on  cities  served  by  Delta  Air  Lines,  Delta  Connection®,  and  Delta's  Global  Excellence  Partners,  Swissair  and  Singapore  Airlines. 
Delta  Connection  Flights  operate  with  flight  numbers  3000-5999  and  7000-7999.  Some  restrictions  apply. 

©  1996  Delta  Air  Lines. 


Special  Advertising  Section 


SMART  BUSINESS  STRATEGY  #4: 

IOWA'S  BUSINESS  TECHNOLOGY  PARTNERSHIPS 


R  eflecting  on  a  century 
of  success  from  world 
headquarters  in  Iowa, 
Maytag  Chairman  and 
CEO  Leonard  A.  Hadley 
observes:  "We've  been  able 
to  produce  dependable 
quality  products  in  Iowa 
since  1893  because  of  an 
environment  conducive  to 
innovation  and  technology, 
and  now  we  are  preparing 
for  the  next  century  with 
advanced  communications 
technology." 

To  maintain  its 
competitive  edge  in  a 
global  economy,  Maytag 
has  established  the  Newton 
Poly-Technic  Center. 
The  Poly-Technic  Center  — 
a  private/public  partnership  with 
neighboring  Des  Moines  Area 
Community  College,  Iowa  State 
University  and  state-supported 
Wallace  Technology  Transfer 
Foundation  —  enhances  global 
communications,  facilitates 
technology  transfer,  and  provides 
a  campus  for  technological 
training. 

Iowa  has  also  established  new 
private/public,  applied  technology 
organizations  or  "Technology 


Centers"  to  serve  the  state's  major 
growth  industries:  insurance, 
plastics  technology,  metal  castings, 
printing  and  graphic  arts. 

Iowa's  investment  of  more 
than  $100  million  in  the  Iowa 
Communications  Network  (ICN), 
which  features  voice,  data  and 
video  communications  capabilities, 
puts  every  Iowan  within  a 
20-minute  drive  of  an  ICN  end- 
user.  This  first-in-the-nation, 
state-owned,  statewide 
fiber  optic  network  serves 
business  and  industry  through 


Iowa's  educational  syst 
The  network  of  2,600 
miles  of  fiber  optic  cab 
links  Iowa's  counties, 
community  colleges, 
universities,  private 
colleges,  public  TV 
stations  and  major  statfl 
government  offices 
in  America's  most 
comprehensive  and 
futuristic  communicatiu 
resource. 

ICN,  Iowa's 
"information  super- 
highway," has  the  potei 
of  redesigning  the  way 
Iowans  conduct  businej 
Globally  competitive 
companies,  such  as  Maytag,  kno 
Iowa's  technological  advantages 
right  to  the  bottom  line  —  from 
cost-effective  work  force  traininj 
by  accessing  specialized  statewid 
learning  centers,  to  connecting 
multiple  offices  and  reducing 
executive  travel  time  and  expen 
If  your  company  is  considerii 
an  expansion,  make  the  smart  mi 
to  Iowa.  For  your  copy  of  the 
Executive  Planner  For  Doing  Bush 
In  Iowa,  call  Bob  Henningsen  ad 
the  Iowa  Department  of  Econorr 
Development:  1-800-245-IOV 


One  of  the  nation's  most  innovative  software  developers 

made  the  smart  choice. 


The 

Smart  Move: 

Iowa 

(£^uality  companies  such  as  The 
Principal  Financial  Group,  CE  Software 
and  Tone's  have  grown  and  prospered  in 
Iowa  and  continue  to  be  convinced  that 
Iowa  is  the  smart  choice  for  business. 

As  The  Principal's  Chairman  and 
Chief  Executive  Officer  David  J.  Drury  puts 
it,  "Iowa  workers  are  better  educated,  and 
their  solid  midwestern  work  ethic  enables 
us  to  hire  and  keep  good  people.  We  haven't 
experienced  the  employee  'revolving 
door.'  Those  who  join  The  Principal  tend 
to  stay.  That  enhances  our  ability  to 
establish  and  achieve  long-term  goals.  It's 
what  got  us  where  we  are  today." 

In  addition  to  a  highly  educated,  pro- 
ductive workforce,  Iowa  offers  a  profitable 
business  climate.  The  state  has  no  property 
tax  on  manufacturing  machinery  and 
equipment ...  a  single-factor  corporate 
income  tax  .  .  .  workers'  compensation 
costs  35  percent  below  the  national  aver- 
age .  .  .  and  the  nation's  lowest  new 
employer  unemployment  insurance  rate. 

Join  the  quality  companies  that  are 
enjoying  the  benefits  of  the  smart  state 
for  business.  For  your  free  copy  of  Making 
The  Smart  Move:  An  Executive  Guide  To 
Site  Selection,  written  by  leading  interna- 
tional consultants  Fluor  Daniel,  contact 
the  Iowa  Department  of  Economic 
Development:  SniartState@ided.state.ia.us 


CALL  1-800-245-IOWA 


IOWA 


THE  SMART  STATE 


FOR  BUSINESS 


i® 


ubsidiary  of  Burns-Philp,  the  world's  largest  spice  distributor, 

made  the  smart  choice. 


I 


Maxx,  a  GM  European  prototype 
If  Smart  catches  on,  Maxx  is  ready. 


a  two-seater  with  a  three-cylinder, 
45hp  engine. 

Make  no  mistake:  These  cars  will 
not  be  cheap.  Unlike  such  "people's 
cars"  as  the  old  Beetle,  the  Citroen 
Deux  Chevaux  or  Fiat's  Topolino, 
they  won't  sell  on  price.  Rumor  is  the 
Smart  mini  will  fetch  about 
$10,000 — pretty  expensive  on  a  per- 
inch  basis.  It  won't  earn'  much  and 
appears  too  small  and  slow  for  super- 
highway driving.  Who  will  buy  it? 
Well-off  folk  who  want  a  runabout  for 
errands,  light  shopping  or  fun  in  the 
city.  There  may  be  a  whole  generation 
out  there  that  thinks  the  Smart  is  neat. 

The  talk  is  that  the  Smart  will  be  put 
together  from  a  dozen  key  modules 
from  suppliers,  and  assembled  in  less 
than  5  hours.  A  typical  American  car, 
like  a  Taurus,  takes  about  20  hours.  If 
the  idea  works,  a  new  production 
system  will  have  been  created. 

Mercedes  is  also  going  to  build  its 
own  city  car,  a  bit  fancier.  The  Mer- 
cedes A  Class  is  expected  to  be  132 
inches  long — compared  with  177 
inches  for  the  smallest  current  Mer- 
cedes— will  have  front  and  back  seats, 
maybe  75hp  and  will  be  big  and  fast 
enough  for  highway  use.  Being  a 
Mercedes,  it  won't  be  cheap.  A  guess: 


$20,000  or  so  in  Europe.  Again,  it's 
for  the  second-car  market. 

Will  the  darned  things  sell?  The 
granddaddv  of  all  minis  is  the  British 
Mini  made  by  Rover,  which  is  now 
owned  by  BMW.  The  Mini  is  120 
inches  long,  and  the  design  goes  back 
to  the  late  1950s.  Still,  the  cars  sell 
for  as  much  as  $20,000.  You  see 
them  running  around  Paris  and  To- 
kyo, always  occupied,  it  seems,  by  a 
young  man  in  sports  clothing  and  an 
attractive  and  terribly  long-legged 
young  woman.  This  has  not  been 
lost  on  Mercedes  and  other  Europe- 
an producers,  who  apparently  figure 
that  if  the  ancient  British  Mini  sells, 
an  up-to-date  mini  would  sell  a  lot 
better. 

The  Chew  GEO  Metro  hatch- 
back— a  Japanese  Suzuki  Swift  with  a 
GM  badge — is  the  shortest  car  sold 
here,  but  it's  a  relatively  hefty  149 
inches,  has  5 5 hp  and  gets  40  to  50 
miles  to  the  gallon.  Price:  around 
$9,000.  But  only  76,000  were  sold 
last  year. 

But  the  GEO  Metro  has  never  be- 
come chic.  Mercedes  is  betting  that 
small  cars  can  be  made  that  will  ap- 
peal to  the  yuppie  crowd  and  Genera- 
tion X-ers. 


GM's  German  Opel  subsidiary  has 
designed  a  mini  called  Maxx,  just 
under  120  inches  long,  with  front  and 
back  seats  and  a  three-cylinder,  50hp 
engine.  Top  speed  is  94  miles  an  hour. 
Body  panels  on  the  Maxx  screw  or 
snap  in,  and  some  can  be  left  open, 
beach-buggy  style.  GM  Europe  hasn't 
decided  to  build  Maxx,  probably 
waiting  to  see  what  happens  to  Smart. 

Further  along,  Ford  will  produce  a 
slightly  larger  mini  in  Europe  late  this 
year,  vw  is  believed  to  have  one  com- 
ing, too. 

Are  they  safe?  Makers  of  minicars 
insist  that  new  designs  and  devices, 
like  air  bags,  make  them  safe.  Volvo, 
on  the  other  hand,  says  it  won't  make 
a  mini  because  they're  not  safe.  Used 
as  city  runabouts,  they  are  probably 
safe  enough,  but  given  the  plague  of 
trial  lawyers  that  infests  the  U.S.,  they 
might  not  be  salable  here. 

At  the  moment  there's  no  serious 
effort  to  produce  such  a  car  in  the  U.S. 
Too  bad.  Hundreds  of  thousands  of 
such  cars  in  congested  cities  might  do 
more  to  reduce  pollution  than  a  few 
thousand  electric  cars,  which  will  be 
built  at  enormous  cost  over  the  next 
few  years.  But  you'd  have  to  shoot  all 
the  lawyers  first.  M 
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his  medical  team 
improves  blood 

flow  with 
Mtent  implants. 


tent  manufactures  stents  for  all  parts  of  the 
!iy.  Placed  by  physicians  to  hold  body  passageways 
n,  stents  treat  problems  ranging  from  clogged 
:eries  to  a  blocked  esophagus.  Recently,  when 
tent's  money  pipeline  needed  to  be  opened, 
S  Securities  LLC  led  a  successful  IPO.  UBS'  team 
Life  Sciences  specialists,  with  access  to  global 


PbrUBS 
team  improved 
/^Stents  cash  flow 
with  an  IPO. 


marketing  and  distribution  resources,  completed  the 
ottering  with  strong  international  demand  and  top 
of  the  range  pricing.  Innovators  like  /wStent  demand 
advice  from  experts  who  understand  their  business 
and  can  provide  integrated  solutions.  If  your 
company  can  use  that  kind  of  thinking,  put  UBS  on 
your  team.  Call  David  MacCallum  at  (212)821-6153. 


I  Bank  of  Switzerland.  2OT  Park  Avenue.  New  Yolk.  NY  10171  Telephone  (212)  821-3000  Oilier  office*  in  North  Amend:  Chicago.  Houston.  Los  Angeles,  San  Francisco.  Toronto,  Montreal.  UBS  Securrties  LLC  is  a  wholly  owned  subsidiary  of  Union  Bank  of  Switzerland. 


ADVERTISEMENT 


THE  FUTURIZE  300 

OVER  $10,000,000,000 


The  Futiirize  300  recognizes  those  CEOs  of 
Global  2000  companies  whose  vision  of  the 
future  has  significantly  changed  the  way 
business  is  done  by  futurizing  with  innovative 
applications  of  Electronic  Commerce.  Prior 
Futurize  300  winners  have  not  only  significant- 
ly increased  profit  levels,  but  have  successfully 
changed  the  rules  of  competition  and  created  a 
sustainable  competitive  advantage. 


KEVIN  IN.  ALLEN 

CEO.  WorldZip  Propulsion  Corp.  Originally 
electromagnetic  engineer.  48.  Married,  eight 
children.  Company  invented  next-generation 
Zip  engine  technology,  enabling  virtually 
instantaneous  interplanetary  transportation. 
"Futurizing  with  AT&T  Solutions  changed 
the  way  we  operated.  Aligning  our  company 
through  innovative  Electronic  Commerce  appli- 
cations with  our  supplier-partners  and  our 
customers  gave  us  a  competitive  advantage 
most  CEOs  only  dream  about."  Company 
reached  $10  billion  mark  in  May  2018.  Multi- 
billionaire  by  age  30.  Coined  phrase  "Futurize 
and  realize  a  new  enterprise."  Owns  ranch  in 
Wyoming,  castle  in  Scotland,  10  acres  on  Mars. 
Twice  named  Worldwide  CEO  of  the  Year. 


SADIE  WHITE 

CEO.  $  Inc.,  the  world's  leading  financial 
conglomerate.  Originally  a  stockbroker.  Masters 
in  Finance.  59.  Married.  Two  children.  One  of  the 
first  to  Futurize  with  AT&T  Solutions. 
Responsible  for  spawning  new  businesses 
through  Electronic  Commerce  by  creating  first 
monetary  system  that  combines  banking, 
money-managing,  tax  accounting,  insurance, 
and  bill-paying  without  paper  or  conventional 
accounts.  Credited  for  uniting  28  financial  insti- 

(continucd  in  the  future) 


WHY  NOT  SEND  A  CHILD 
TO  CYBER  CAMP? 

Wc  need  .sponsors  who  can  help  less  fortunate  children  learn  the  way  other  children  do.  Please  help. 

THE  AMERICAN  CYBER  CAMP  COUNCIL 
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23  years  later,  our  mission 
is  the  same  as  it  was 
back  in  1996.  FUTURIZE. 

For  over  20  years,  AT&T  Solutions  has 
helped  Global  2000  companies  Futurize 
through  Electronic  Commerce.  By  anticipat- 
ing future  trends,  AT&T  Solutions  helps 
them  manage  the  present  from  the  future, 
change  the  rules  of  competition  and  create 
amazing  new  ways  of  doing  business.  With 
innovations  from  AT&T  Labs,  AT&T  Solutions 
continues  to  design,  build  and  operate  the 
most  advanced  solutions  to  help  our  clients 
Futurize.  We've  improved  their  profitability. 
We've  put  them  light-years  ahead  of  the 


FUTURIZE. 

AT&TSolutions 


competition.  And  we  can  do  it  for  you. 


AT&T 


©  1996  AT&T  Solutions 
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Looks  like  charity, 
smells  like  pork 


BY  STEVE  H.HANKE 


eve  H.  Hankeis  a 
ofessor  of  Applied 
onomics  at 
ie  Johns  Hopkins 
piversity  in  Baltimore. 


The  deceptively  named  living  wage  move- 
ment is  starting  to  seore  some  major  successes. 
Baltimore,  Milw  aukee  and  Santa  Clara  Coun- 
ty in  California  have  enacted  laws  mandating  a 
minimum  w  age  above  the  federal  level.  Many 
other  local  governments,  as  well  as  several  states, 
are  considering  similar  legislation. 

Baltimore  is  at  the  forefront,  however,  and 
the  reasons  why  shed  a  lot  of  light  on  this  move- 
ment. The  city  has  been  going  downhill  since 
the  1950s,  losing  private-sector  jobs  and  popula- 
tion at  a  steady  clip.  Since  1990  the  fall  in 
private  sector  employment  has  become  an  av- 
alanche— down  17.2%.  In  the  name  of  assisting 
the  working  poor  and  of  bringing  Baltimore  out 
of  its  nosedive,  Mayor  Kurt  L.  Schmoke  em- 
braced the  city's  1994  living- wage  ordinances. 

The  Baltimore  ordinances  require  compa- 
nies w  ith  city  contracts  to  pay  their  employees  at 
least  $6.10  per  hour,  well  above  the  current 
federal  minimum  wage  of  $4.25  per  hour  or  the 
$5.25  rate  proposed  by  the  Clinton  Adminis- 
tration. What's  more,  this  Baltimore  wage  floor 
will  automatically  ratchet  up  to  $6.60  on  July 
1  and  to  $7.70  in  1998. 

Now  no  decent  person  will  object  to  paying 
a  living  wage,  but  the  fact  is  that  most  people 
earning  the  present  minimum  wage  are  worth 
just  that.  Raise  the  minimum  wage  and  you  shut 
some  of  them  out  of  jobs.  Even  a  Baltimore 
politician  understands  this.  So  why  is  Schmoke 
pushing  the  idea?  Quite  simply,  it  is  a  payoff  to 
his  friends  and  supporters. 

From  time  immemorial  politicians  have  ce- 
mented their  hold  on  office  by  handing  out  jobs 
to  friends  and  supporters.  But  this  has  grown 
tougher,  what  w  ith  people  already  in  a  nasty 
mood  about  paying  taxes  and  with  investors 
increasingly  nervous  about  buying  bonds  from 
units  with  shaky  finances. 

Faced  with  a  declining  tax  base  and  angry 
taxpayers,  Mayor  Schmoke's  room  for  maneu- 
ver on  the  patronage  front  is  limited.  And  a 
significant  new  bond  issue  would  run  the  risk  of 
a  rating  downgrade  and  increased  financing 
costs,  something  mayors  want  to  avoid. 

As  an  alternative,  the  mayor  could  have 
provided  jobs  for  the  boys  by  strong-arming 
local  businesses,  or  by  "suggesting"  that  they 
hire  some  of  his  pals  and  pay  them  above  mini- 
mum wage.  Not  unknown  in  Baltimore.  Not 
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unknown  elsewhere.  But  these  tactics  run  the 
risk  of  a  great  scandal. 

Smarter  idea:  Disguise  the  pork  as  an  effort 
to  uplift  the  poor.  Tammany  Hall  would  have 
been  proud  of  Mayor  Schmoke.  The  'Mix  ing 
wage"  is  a  perfect  cover  for  the  mayor  to  take 
care  of  his  friends  at  other  people's  expense. 
You  want  to  do  business  with  the  city,  pay  up. 

Among  the  mayor's  best  friends  are  the 
unions.  What's  in  the  living  wage  for  the  unions? 
The  power  to  push  wages  up  by  limiting  com- 
petition from  nonunion  labor.  Who  could  ask  for 
more  than  a  government  mandate  that  forces 
the  competition  to  raise  its  prices  above  those 
prevailing  in  the  free  market?  Indeed,  this  is  just 
what  the  union  doctor  ordered  in  Baltimore, 
where  big  labor  is  trying  to  unionize  low-paid 
custodial  workers  in  the  hotels,  restaurants  and 
office  buildings  that  ring  the  city's  inner  harbor. 

While  he  was  at  it,  the  mayor  increased  his 
own  living  wage.  In  December  he  hiked  his  pay 
from  $60,000  to  $95,000— that's  not  count- 
ing his  rich  perks. 

The  mayor's  grandstanding  here  is  just  the 
latest  in  a  long  string  of  bad  policies  that  have 
deindustrialized  what  was  once  a  great  indus- 
trial city.  The  "living  wage"  will  only  stimulate 
the  city's  decay.  Nobody  can  afford  to  pay 
people  $6.10  an  hour  if  what  they  produce  is 
worth  less.  By  putting  an  artificial  floor  under 
wages,  the  "living  wage"  will  price  some  work- 
ers right  out  of  their  jobs,  and  others  will 
watch  as  their  employers  and  jobs  slowly  emi- 
grate to  more  competitive  regions. 

While  he  was  at  it, 
the  mayor  increased 
his  own  living  wage,  from 
$60,000  to  $95,000. 


The  mayor  should  study  history.  After 
World  War  II  Baltimore  was  a  thriving  industrial 
center,  with  steel  mills,  auto  assembly  plants 
and  many  small  factories  operating  at  full  capaci- 
ty. But  with  each  new  round  of  union  wage 
hikes,  these  industries  became  less  competitive, 
and  jobs  moved  away.  It  didn't  happen  over- 
night, of  course.  Most  of  the  affected  firms  had 
huge  amounts  of  money  tied  up  in  fixed  plant 
and  equipment.  Those  entrepreneurs  were  liter- 
ally hostage  to  their  fixed  capital.  But  slowly 
and  surely,  they  gave  up  on  Baltimore.  Today, 
about  all  that's  left  from  Baltimore's  glory 
days  are  the  hulks  of  factories  just  beyond  the 
city's  harbor  attractions.  Shaking  down  busi- 
nesses, whether  through  excessive  taxes,  exces- 
sive wage  hikes  or  "living  wages"  always  looks 
easy  and  painless.  The  long-term  price,  howev- 
er, is  economic  decav.  ■■ 


87 


A  critical  tool  to  help 
build  and  preserve 
your  wea  Hi 

by  Cecily  Paige  Patterson 


What  you  should 
know  noiv  about 
retirement  and 
estate  planning 

6 one  are  the  days  when  insurance 
meant  a  salesman's  foot  in  the  door, 
hard-sell  tactics  and  a  high  price  for 
premiums.  Insurance  products  to- 
day are  not  only  more  cost-effective 
and  flexible,  they  are  also  critical 
tools  that  can  help  build  and  preserve 
your  wealth.  The  typical  insurance  sales- 
man of  old  also  has  evolved  into  a  much 
more  multifaceted  being. 

"Traditional  sellers  in  traditional  firms 
are  becoming  much  more  like  financial 
planners,"  says  Jack  Smith,  executive 
vice  president  of  Guardian  Life  Insur- 
ance, and  president  of  Guardian  Invest- 
ment Services  Corporation.  "This  is  a 
natural  progression  in  a  complex  mar- 
ketplace. With  the  help  of  technology, 
insurance  companies  can  help  educate 
consumers  about  their  sometimes  com- 
plicated choices." 

Education  is  important  in  an  industry 
in  which  the  proliferation  of  many  new 
and  different  kinds  of  insurance  poli- 
cies, along  with  the  innumerable  com- 
panies offering  these  varied  alternatives, 
has  further  confused  and  distanced 
many  potential  insurance  buyers.  It's 
often  difficult  to  sort  through  the 
options  that  can  best  serve  your  finan- 
cial needs. 

Technology  has  brought  advance- 
ments in  the  insurance  industry,  includ- 
ing specialized,  interactive  software 


programs   that  help 
simplify  the  process 
and  instruct  consumers. 
"These  programs  make 
it  easier  for  salespeople 
to  ask  the  right  ques- 
tions," says  Guardian's 
Smith.  "It's  a  very  use- 
ful process.  We're 
better  able  to  assess 
your    needs  and 
compile  a  risk  pro- 
file. With  this  infor- 
mation, insurance  spe- 
cialists can  help  you 
choose  the  life  insur- 
ance we've  tradi- 
tionally provided. 
We  can  also  help  with 
retirement  goals  and 
estate  planning." 

Experts  stress  that  it's  never  too  soon 
to  start  thinking  about  retirement  and 
the  most  tax-efficient  ways  to  structure 
an  estate.  "Earlier  retirement  and  in- 
creased life  expectancy  mean  many 
people  will  be  spending  almost  as 
much  time  in  retirement  as  they  did 
working,"  says  Thomas  L.  West  Jr., 
president  of  The  Variable  Annuity 
Life  Insurance  Company  (VALIC),  an 
American  General  Company.  "People 
used  to  reach  retirement  and  immedi- 
ately put  all  their  investments  in  low- 
risk  vehicles.  That's  just  not  prudent 
anymore.  It's  important  to  keep  in 
mind  that  you'll  need  a  hedge  against 
inflation.  You  always  need  to  continue 
to  diversify." 


Building  your 
wealth 

Iife  insurance  and  related  produ 
like  annuities  have  become  i 
creasingly  attractive  as  retireme 
tools  since  Congress  has  squeez 
the  tax  benefits  out  of  many  otl 
investments.  While  the  need  : 
individual  life  insurance  has  never  be 
greater,  different  approaches  apply 
determine  specific  need.  The  old  r 
of  thumb — seven  times  your  curn 
income — just  doesn't  apply  anymo 
because  the  amount  of  life  insurai 
you'll  need  depends  on  a  wide  rar 
of  personal  circumstances.  "M 
Americans  need  between  60%  and  8( 
of  their  pre-retirement  income 
stay  in  their  own  world  at  retiremen 
says  West.  Social  Security,  compt 
pension  plans,  and  private  savings  i 


When  you've  faced  one  disaster  after  another  for  nearly 
200  years,  you  learn  quite  a  bit  about  building  financial 
strength.  So  much,  in  fact,  that  analysts  like  Moody's 
consistently  give  you  high  ratings. 
At  ITT  Hartford,  we  offer  the  hind  of  careful  planning  and  smart  investing 
n  u've  got  to  have  these  days.  Whether  you're  interested  in  commercial  insurance, 


c  nuities,  asset  management,  or  homeowners  insurance. 
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So,  whatever  your  insurance  needs,  look  to  ITT  Hartford.  The  company  that's 
od  up  to  Standard  &  Poor's,  Moody's,  A.M.  Best,  and  Mother  Nature. 


our  web  site  at  http  //www  ilthartford.com 
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Wf  mvest- 
W    m  e  n  t  s 
f    should  all 
be  balanced 
to  provide 
for  your  needs. 
"When  planning 
for  retirement," 
West  continues, 
"'most  people  worry 
about  the  following: 
safety  of  their  retire- 
ment savings,  access  to 
their     money,  lifetime 
income  and  inflation." 
f     The  growing  incidence  of 
dual-income  households  and 
the  high  costs  of  educating 
children  and  financing  retire- 
ment have  all  contributed  to 
new  approaches  to  life  insur- 
ance. How  do  you  decide  which 
policy  fits  your  needs?  Ultimately, 
your  insurance  professional  will 
help  you  determine  that.  "In  the 
best  scenario,"  says  Dawn  Clifford, 
manager  of  advanced  life  sales  for 
Nationwide  Insurance,  "your  insur- 
ance portfolio  will  be  as  diversified  as 
your  other  investment  portfolios." 

According  to  Clifford,  your  insurance 
portfolio  could  include  term  insurance  to 
cover  a  particular  short-term  life  insur- 
ance need  like  a  home  mortgage. 
Everyone  should  consider  disability 
insurance.  You  might  buy,  as  well,  a  fixed 
whole-life  policy,  the  cash  value  of  which 
is  invested  in  bonds  and  fixed-income 
vehicles — whatever  your  insurance  com- 
pany invests  in.  You  may  choose  to 
include  variable  contracts  like  a  multiple- 
premium  variable  policy  or  an  annuity 
contract.  Dual-income  households  might 
purchase  first-to-die  coverage,  along 
with  a  second-to-die  policy  for  estate-tax 
purposes.  "Each  vehicle  has  a  certain 
objective  to  accomplish,"  says  Clifford. 
"All  families  need  to  reassess  their  needs 
every  few  years." 

Policies  that  combine  investments  with 
insurance— including  whole-life,  univer- 
sal-life, variable  whole-life  and  variable 
universal-life  policies — enjoy  tax-favored 
status,  offer  death  protec  tion  and  build 


up  cash  value  at  the 
same  time.  The  whole-life  policyholder 
generally  pays  the  same  annual  premium 
for  the  entire  life  of  the  policy.  Universal 
life  allows  you  to  vary  your  premiums, 
coverage  and  investment  strategy  in 
response  to  your  changing  needs.  In 
addition,  says  Nationwide's  Clifford,  sin- 
gle-premium policies  not  only  serve  as  a 
life-insurance  vehicle,  but  also  provide 
for  cash  value  accumulation. 

A  substantial  part  of  these  insurance 
premiums  goes  into  investments  that 
build  cash  value  with  earnings  that  are 
tax-free.  Except  in  the  case  of  single-pre- 
mium policies,  policyholders  may  borrow 
against  the  cash  value  in  their  policies 
without  being  taxed.  Any  outstanding 


The  gTowing  incidence  of 


high  costs  of  educating  children 
financing 
lhuied  to  ti 


loan  at  the  time  of  death  is  simply  deduct- 
ed from  the  proceeds  paid  to  the  benefi- 
ciaries. Although  borrowers  have  to  pay 
interest  on  these  loans,  in  the  best  agree- 
ments the  cash  value  in  the  policy  earns 
just  as  much  as  the  interest  charged. 

While  all  of  these  insurance  vehicles 
are  available  in  fixed-interest-rate  prod- 
ucts, the  growing  trend  is  toward  vari- 
able products.  Fixed  options  feature 
safety  of  principal  and  a  guaranteed 
rate  of  return,  while  the  variable  fund 
options  provide  the  potential  for  greater 
long-term  growth  than  the  fixed-rate 
options.  Industry  gurus  report  that  vari- 
able life  insurance  and  annuities  have 
become  more  and  more  popular  in  the 
last  few  years. 


sa 


"Variable  life  insurance  allows  01 
clients  to  buy  permanent  insurance  an 
at  the  same  time,  take  advantage  of  tl 
potential  for  long-term  growth  ij 
investing  in  the  equities  market,"  sa 
William  A.  Wolff,  CLU,  director 
individual  life  and  health  marked] 
for  ITT  Hartford  Life  Insurant 
Companies.  "It's  also  very  attractive 
be  able  to  switch  among  underlyin 
investment  options  within  the  insuran 
wrapper  without  incurring  any  capil 
gains  taxes." 

Insurance  companies  can  tailor  varial 
policies  to  meet  the  varying  needs 
risk  tolerance  of  individuals.  "Variat 
policies  offer  untold  flexibility," 
Brad  Cook,  vice  president  of  life  sales 
Nationwide  Insurance.  "Clients  wa 
that  variety.  Once  we've  helped  our  o| 
tomers  determine  their  risk  profile, 
asset-allocation  program  can  be  esta1 
lished  to  fit  their  needs." 

These  variable  products  offer  ott 
advantages.  "Recent  legislation  has 
nificantly  reduced  the  amount  of  mor 
highly  compensated  individuals 
deposit  into  qualified  retirement  plan 
says  Nationwide's  Cook.  "Variable 
products  are  not  only  great  insurai 
products,  but  they  have  also  become 
excellent  way  to  supplement  an  indiv 
ual's  long-term  savings  plan,  which  n 
have  been  affected  by  recent  legislatio 

Life  insurance  companies  also  leac 
providing  annuities,  another  tax-ad\ 
taged  product.  Policyholders  invest  ir 
annuity,  in  either  one  or  a  series  of  p 
ments.  Earnings  accumulate  tax 
until  you  begin  to  draw  the  funds,  « 
leering  either  a  lifetime  stream  of  incc 
or  a  lump  sum.  The  interim  betw 
investing  and  collecting  supercharges 
power  of  compounding  and  leaves 
well  ahead,  even  after  paying 
deferred  tax  bill. 

Annuities  are  becoming  increasii 
popular  as  individuals  realize  that  Sc 
Security  and  employer  pension  funds 
less  likely  to  provide  all  the  income  n 
people  will  need  to  maintain  their  s 
dard  of  living  once  they  retire.  J 
whole-life  and  universal-life  insura 
you  may  buy  annuities  in  either  fixe> 
variable  products.  Industry  figures  si 
that  many  consumers  are  opting 


You  never  thought  you'd  have  kids.  Now  you  have  two.  Car  pools. 
Braces.  College.  You're  not  living  for  yourself  anymore.  Your  future  is 

their  future  too.  And  keeping  it  safe  is  what  CIGNA  Group  Insurance 
is  about.  From  Life  and  Accident  to  Disability  insurance,  we  have  plans 
that  make  sense  for  your  company  and  for  you.  So  you  can 
focus  on  the  important  stuff.  Like  how  to  assemble  the  latest  toys. 


CIGNA  Group  Insurance 

Life  -Accident  -  Disability 

A  Business  of  Caring. 


SERVICES  REPORTS 


variable  annuities,  which  are  often  a  more 
effective,  tax-free  way  to  invest  in  mutual 
funds  or  equities.  Variable  annuities  also 
allow  investors  to  move  from  one  invest- 
ment to  another  without  paying  taxes. 

Variable  fund  professionals  like  those 
at  VALIC  use  specialized  software 
programs  for  retirement  planning  and 
investment  strategies.  "We  need  to  pro- 
vide a  hedge  against  inflation  and  that's 
why  it's  critical  to  have  an  asset-allocation 
plan,  a  long-term  investment  strategy 
using  a  core  mix  of  asset  classes,"  says 
VALIC's  West.  "We  don't  have  pie  charts 
for  asset  allocation.  We  feel  it's  important 
to  talk  to  each  client  to  assess  their  needs, 
to  help  them  design  their  own  pie.  Our 
job  is  to  project,  in  real  time,  an  individ- 
ual's retirement  needs,  and  to  make  sure 
that  he  or  she  will  be  able  to  maintain 
purchasing  power  [upon  retirement]." 
Leaders  in  the  insurance  industry  agree 
that  it  is  important  to  maintain  that  mix 
during  the  years  you  save.  As  the  likeli- 
hood grows  that  more  and  more 
Americans  will  retire  earlier  and  live 
longer,  says  West,  asset  allocation 
remains  important  well  into  retirement. 

Insuring  your 
most  valuable 
asset 

As  a  growing  number  of  Americans 
plan  for  retirement,  they  also  take 
advantage  of  long-term  savings 
opportunities  and  develop  strate- 
gies for  protecting  the  financial 
health  of  their  families.  One  asset, 
however,  often  remains  uninsured:  an 
individual's  earning  power.  "It's  a  huge 
mistake  not  to  consider  disability  insur- 
ance," says  Eric  Reisenwitz,  senior  vice 
president  of  managed  disability  for 
CIGNA  Group  Insurance.  "One  of  the 
most  common  mistakes  people  make 
when  they  acquire  insurance  is  to  buy 
only  life  insurance  and  not  disability 
insurance  as  well.  But  there  is  a  far 
greater  chance  that  you  will  become  dis- 
abled for  three  months  or  more  than  that 
you  will  die  prematurely  before  age  55." 

No  rule  of  thumb  exists  to  determine 
the  amount  of  disability  insurance  you 
should  purchase.  Again,  this  depends  on 
a  variety  of  factors,  including  funds  you 
will  receive  from  company-paid  disability 


benefits,  your  spouse's  earnings,  Social 
Security  and  your  family's  specific  needs. 

"Most  people  automatically  insure  their 
homes,  cars  or  businesses,"  says  ITT 
Hartford  Life's  Wolff.  "You  must  also 
insure  your  earning  power,  because  so 
many  of  your  other  financial  plans  depend 
upon  that  income  stream."  And  remem- 
ber to  add  to  your  coverage  as  your 
income  rises  and  reevaluate  your  coverage 
should  you  change  jobs,  since  a  new  com- 
pany may  not  add  you  to  its  disability  plan 
until  you've  been  there  for  a  year  or  two. 

If  you're  a  small-business  owner  who 
buys  disability  insurance  for  your 
employees,  recent  innovations  may  bring 
savings  to  your  business  and  result  in 
fewer  absences.  "Employee-assistance 
programs  help  identify  a  problem  before 
it  becomes  a  disability,"  says  CIGNA's 
Reisenwitz.  Another  trend,  called  "early 
intervention,"  helps  manage  short- 
term  disability.  These  processes,  says 
Reisenwitz,  not  only  help  the  employee 
return  to  work  more  quickly,  but  also 
prove  cost-effective  for  the  employer. 
The  other  trend  is  toward  integrated 
management  of  short-term  and  long- 
term  disability  and  workers'  compensa- 
tion. "This  integrated  approach  allows 
you  to  retain  key  employees,"  says 
Reisenwitz,  "and  helps  maintain  a  consis- 
tent management  of  dollars  throughout 
die  process."  Strategies  like  these  help 
secure  the  continuity  of  your  business. 

Estate  planning 

Insurance  is  imperative  to  help  protect 
the  financial  health  of  both  your  fam- 
ily and  your  business.  Life  insurance 
also  has  proven  to  be  an  efficient 
estate-transfer  tool.  "There  are  more 
people  than  ever  before  with  estate 
tax  challenges,"  says  Guardian's  Smith. 
"Unfortunately,  unless  these  individuals 
become  better  educated  and  motivated  to 
plan,  it  will  be  their  families  who  learn 
the  ramifications  of  the  tax  code." 

Starting  early  and  planning  carefully 
can  help  avoid  estate  taxes,  experts  say. 
Even  if  you've  waited  to  plan  your  estate, 
however,  it's  never  too  late  to  help  defray 
estate  taxes.  One  strategy  is  to  use  life- 
insurance  vehicles  that  work  well  in  tan- 
dem with  other  estate-planning  strate- 
gies. Careful  planning  is  all  it  takes. 
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The  Guardian  Life 
Insurance  Company 
of  America  offers 
today's  intelligent 
financial  tools. 

It  takes  the  right  financial  tools  to  help 
secure  the  future  for  your  business. 
Today,  one  of  the  most  intelligent  tools 
to  do  the  job  is  a  Guardian  Life 
Insurance  Policy.  Your  policy,  for 
example,  can  help  protect  your 
investment  in  your  business  and  keep 
the  business  going  in  the  event  a 
partner  passes  away  unexpectedly 

In  fact,  a  Guardian  Life  Insurance  Policy 
should  be  the  centerpiece  of  your 
personal  financial  planning  for  your 
business.  First,  because  The  Guardian 
has  been  helping  secure  the  future 
for  businesses  for  over  136  years. 
And  second,  because  Guardian  life 
insurance  incorporates  some  of  the 
best  features  of  every  other  financial 
product:  from  flexibility  and  minimum 
risk  to  tax  advantages. 

Buying  insurance  shouldn't 
be  a  wrenching  experience. 

The  Guardian  Life  Insurance  Company 
of  America  gives  every  policyowner 
something  special:  the  comfort  of 
knowing  that  their  insurance  carrier  is 
one  of  the  strongest  financial  companies 
in  America*  Every  year,  year  after  year, 
The  Guardian  Life  Insurance  Company 
of  America  has  received  the  highest 
ratings  from  the  leading  independent 
ratings  services.** 

Call  1-800-662-1006  now  and  learn 
why  The  Guardian  is  The  Intelligent 
Choice  for  Life  Insurance,  Group 
Insurance,  Reinsurance,  Disability 
Income  Insurance,  Equity  Products*** 
or  Group  Pensions. 

^  The  Guardiair 

The  Intelligent  Choice" 

Since  1860 


'Financial  information  concerning  The  Guardian  Life  Insurance 
Company  of  America  as  of  12/31/95:  Admitted  Assets  =  $10,961 
billion;  Liabilities  =  $9,846  billion  (including  $7,585  billion  of 
reserves);  and  Surplus  =  $1,115  billion. 

**As  of  March  1996,  the  ratings  received  were  Moody's  Investors 
Service:  Aaa;  Standard  &  Poor's:  AAA;  Duff  &  Phelps:  AAA;  and 
A.M.  Best:  A++. 

***Equity  products  are  offered  through  Guardian  Investor  Services 
Corporation' .  an  indirect  wholly-owned  subsidiary  of  The  Guardian 
Life  Insurance  Company  of  America.  Member  NASD,  SIPC. 
©1996  The  Guardian  Life  Insurance  Company  of  America 
201  Park  Avenue  South,  New  York.  NY  10003 


The  first  step  is  to  take  advantage  of  the 
unified  tax  credit.  The  standard  individ- 
ual credit  is  $192,800,  the  approximate 
tax  due  on  an  estate  of  $600,000. 
Dividing  the  first  $1.2  million  of  your 
assets  between  you  and  your  spouse,  so 
that  you  each  have  separate  estates, 
allows  you  to  each  receive  the  tax  credit. 
Since  the  IRS  considers  jointly  held 
assets  to  constitute  a  single  estate  not 
taxed  until  the  second  death,  if  every- 
thing is  jointly  owned,  you'd  get  the 
deduction  only  once. 

Once  you've  titled  your  assets  in  indi- 
vidual names,  it's  important  to  write  into 
both  of  your  wills  a  mechanism  for  a 
bypass  trust.  If  the  husband  dies  first, 
everything  in  his  name  except  the 
$600,000  goes  to  his  wife,  tax  free, 
under  the  unlimited  marital  deduction. 
The  husband's  will  directs  his 
$600,000  into  the  bypass  trust  and  his 
unified  tax  credit  covers  the  tax  due. 
The  wife  receives  the  income  from  the 
trust  and  can  access  the  principal  with 
trustee  approval.  The  trust  bypasses  her 
estate  when  she  dies  and  goes  to  her 
children.  She  gets  a  tax  credit  on  her 
own  $600,000. 

What  about  taxes  on  the  rest  of  her 
estate?  "That's  when  a  very  important 
insurance  vehicle,  an  irrevocable  life- 
insurance  trust — which  buys  a  last- 
survivor  or  second-to-die  policy — 
becomes  very  valuable,"  says  ITT 
Hartford  Life's  Wolff.  "Good  estate 
planning  takes  advantage  of  the  unified 
credit  and  trust  arrangements,"  he 
adds.  "The  last-survivor  policy  is  a  crit- 
ical part  of  an  estate  plan." 

Setting  up  an  irrevocable  life-insur- 
ance trust  allows  the  trust  to  buy  a  last- 
survivor  policy  that  covers  both  spouses 
and  pays  the  benefit  only  after  both  are 
dead.  Using  the  trust  to  buy  the  policy 
keeps  the  benefit  out  of  your  estate, 
where  it  would  be  subject  to  taxes.  A 
last-survivor  policy  covers  any  estate 
taxes  due  when  the  surviving  spouse 
passes  on.  You  can  choose  to  make 
annual  payments  or  fund  this  policy 
with  a  single  premium,  whichever 
makes  more  sense  for  your  estate.  A 
growing  trend  is  to  purchase  last-sur- 
vivor variable  products.  Wolff  says:  "A 
longer  combined  life  expectancy  means 


there  is  a  longer  time  to  rely  on  equity 
investments  to  help  solve  your  needs." 

Single-premium  life  insurance  may 
make  sense  when  buying  a  second-to-die 
policy,  but  because  of  tax  ramifications,  it 
does  not  always  make  sense  if  you're  plan- 
ning to  borrow  from  the  policy,  because 
loans  on  policies  issued  since  1988  are 
treated  as  taxable  income.  As  part  of  your 
estate  plan,  however,  single-premium 
cash-value  policies  make  more  sense, 
especially  if  you  are  over  age  59-and-a- 
half,  well-off  financially  and  want  to  leave 
even  more  money  to  your  beneficiaries. 
"Insurance  is  a  unique  product  for  estate 
planning,"  says  Guardian's  Smith. 
"Planning  your  estate  may  be  more 
daunting  and  complex  than  accumulating 
the  wealth  in  the  first  place.  But  the  pay- 
off, for  your  children  and  grandchildren," 
he  concludes,  "is  well  worth  it."  ■ 

Cecily  Patterson  is  a  freelance  business  writer 
based  in  Portland,  Ore. 


As  the  foundation  of  savings 
and  retirement  plans,  insurance 
products  are  an  increasingly 
essential  part  of  employee- 
benefits  packages.  Insurance 
companies  have  become  more 
important  as  sources  of  invest- 
ment vehicles  for  401  (k)  plans 
and  other  defined-contribution 
alternatives.  Variable  annuities 
are  valuable  for  employees  who 
change  jobs  and  have  an  IRA  to 
roll  over,  and  are  also  useful  as  a 
way  to  encourage  retirement 
savings  at  no  expense  to  the 
employer. 

Individual  life  insurance  in  the 
form  of  nonqualified  executive 
retirement  plans  can  help  retain 
and  motivate  highly  compen- 
sated key  employees,  whose 
qualified  retirement  plans  have 
suffered  IRS  restrictions.  Some 
employers  choose  to  provide 
split-dollar  life  insurance  to 
selected  key  employees.  At 
retirement,  the  total  amount  of 
premiums  returns  to  the  employ- 
er, and  the  employee  can  use  the 
remaining  policy  cash  values  as 
supplemental  retirement  income. 

Life  insurance  products  are 
valuable  in  recruiting  and  retain- 
ing key  employees.  They  are  alsc 
helpful — and  sometimes  critical — 
in  securing  the  continuity  of  youi 
business.  Life  insurance  covering 
crucial  employees  supplies  tax- 
free  income  to  replace  revenues 
lost  if  one  of  these  rainmakers 
meets  an  early  demise.  Smart 
partners  purchase  buy/sell 
agreements,  often  funded  with 
life  insurance,  to  insure  that 
surviving  partners  can  buy  out 
the  interests  of  the  deceased. 
Many  of  these  products  insure 
as  many  as  eight  people  under 
one  policy  and  can  be  funded 
with  a  split-dollar  plan. 
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This  may  be  one  of  America's  best 


ways  to  get  you  there. 


Against  the  pink  of  an 

jarly  morning  sky,  a  golfer 
fends  a  perfect  tee  shot 
baring  down  the  middle 
Ijf  the  fairway.  As  the  ball 
Wis  to  a  stop  240  yards 
l/vay,  thoughts  wander  to 

time  when  this  kind  of 
iiy  can  be  every  day.  And  if  this  is  your  idea  of 
merica's  best  way  to  retire,  you  should  consider 
ie  BEST  OF  AMERICA.® 
It's  a  variable  annuity  from  Nationwide®  Life 
at  allows  you  to  choose  underlying  investment 
>tions  from  among  ten  of  America's  top  money 
anagers,  including  Fidelity  Neuberger  &  Berman 
d  Twentieth  Century. 
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The  BEST  OF  AMERICA 
annuities  provide  oppor- 
tunities for  tax-deferred 
growth,  quality  investment 
options,  diversification, 
and  professional  manage- 
ment to  help  you  keep 
pace  with  the  changing 
financial  marketplace. 

To  find  out  more  call  1-800-BEST-481,  or  talk 
to  your  financial  advisor  about  The  BEST 
OF  AMERICA. 

It  just  may  give  ^  *  *  +  ^ 
you  the  be*  shot  a.  *  Xh  * 
putting  you  where        OF  AMERICA® 
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you  want  to  be. 
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Annualized  Total 
Return  To  Shareholders  Of  20% 
Over  The  Last  20  Years. 


0   Providing  shareholder  value 


is  one  of  American  General's 


guiding  principles. 


0    For  instance, 


$1,000  invested  in 


the  S&P  500  Index 


AGC 
$37,664 

S&P  500 
$15,229 


in  1975  was  worth  $15,229  in  1995. 


t'  Over  the  same  period,  $1,000 


invested  in  American  General 


common   stock  grew  to  more 


than  $37,000  for  shareholders  — 


an  annualized  total  return  of  20%. 


Headquartered  in  Houston, 


American  General  has  assets  of  $61 


Source: 
Ibbotson 
Associates 


75  80  85  90  95 


billion  and  shareholders' 


equity  of  $5.8  billion. 


0    For  over  8  million 


households,  we  provide 


retirement  annuities,  consumer  loans 


and  life  insurance.  Making  us  one  of 


the  largest,  most  successful  diversified 


financial  services  organizations  in 


the  country.   0    For  more  informa- 


tion please  call  (800)  AGC-1111 


AMERICAN 
GENERAL 


Providing  Retirement  Annuities,  Consumer  Loans,  Life  Insurance  And  Shareholder  Value. 


Montgomery  Ward  was  a  mess 

when  Bernie  Brennan  bought  it.  It  still  is. 

Help  wanted, 
retailing  exp.  req. 


By  Marcia  Berss 

Do  you  HAVE  retailing  experience? 
Love  tough  challenges?  Aren't  afraid 
to  be  fired? 

If  so,  you  might  consider  applying 
for  the  number  two  job  at  Montgom- 
ery Ward,  the  $7  billion  (sales)  retailer 
based  in  Chicago.  Since  1992  it  has 
burned  through  three  presidents,  the 
last  one,  Bernard  Andrews,  having 
been  shown  the  door  a  year  ago. 

"We  went  into  1995  with  high 
inventories,  particularly  in  apparel," 
glowers  Ward's  chief  executive,  57- 
year-old  Bernard  Brennan.  "Bernie 
Andrews  had  all  the  opportunity  in 
the  world  to  be  successful  here.  Peo- 
ple have  to  accept  responsibility." 

Brennan  is  why  few  eligible  people 
are  interested  in  the  job.  "Bernie 
Brennan  is  incapable  of  delegating," 
says  Herbert  Mines,  whose  Herbert 
Mines  Associates  in  New  York  special- 
izes in  retailing  executive  searches. 
"People  have  responsibility,  but  no 
one  below  him  [Brennan]  has  author- 
ity. If  something  turns  out  right, 
Brennan  takes  the  credit.  If  it's 
wrong,  subordinates  take  the  blame." 

Bernie  Brennan,  a  former  assistant 
national  manager  for  furniture  at  Sears, 
Roebuck,  is  younger  brother  to  Ed- 
ward Brennan,  who  retired  last  year  as 
chief  executive  of  Sears.  Bernie  Bren- 
nan led  a  group  in  acquiring  Ward 
from  Mobil  Oil  in  a  1988  leveraged 
buyout  financed  by  General  Electric 
Capital  Corp.  Brennan's  group  put  up 
just  $5  million  in  cash  for  a  50%  stake 
and  developed  a  store-within-a-store 
concept,  centered  on  in-house  specialty 
stores  for  areas  like  appliances  and  elec- 
tronics. It  seemed  to  work.  In  1990 
Ward  posted  record  profits  of  $153 
million  on  sales  of  $5.6  billion.  Bren- 


Montgomery  Ward's  Bernard  Brennan 
A  headhunter's  nightmare. 


nan's  30%  stake  in  the  company  was 
estimated  to  be  worth  some  $350 
million  (FORBES,  Nov.  20,  1990). 

The  turnaround  was  short-lived. 
Ward  w  as  suddenly  getting  killed  by 
old-time  archrival  Sears,  and  by  cate- 
gory-killer retailers  like  Circuit  City 
and  Best  Buy  in  electronics.  Ward's 
net  margins  sank  from  2.8%  in  1990 
to  around  1.7%  between  1992  and 
1994.  Last  year  earnings  collapsed 
completely.  Ward  netted  a  slender 
$11  million,  on  flat  sales  of  $7.1 
billion — same-store  sales  actually  fell 
5%.  In  the  crucial  Christmas  quarter, 


where  Ward  does  30%  of  its  business, 
the  company  barely  broke  even. 

Sears,  by  comparison,  posted  solid 
net  margins  of  2.9%  in  1995. 

Lacking  earnings,  Ward  couldn't 
spiff  up  its  stores.  "[They]  look  dowdy 
and  disjointed  compared  to  Sears," 
says  securities  analyst  Walter  Loeb. 

Replies  Brennan:  "I  wasn't  con- 
vinced the  merchandise  strategy  was 
right.  Why  renovate  the  store  if  the 
merchandise  strategy  isn't  right?" 

Brennan  is  coming  up  with  a  new 
strategy  to  counterattack  the  category 
killers.  Today  much  of  Ward's  home 
furnishings  merchandise  is  spread  out 
illogically  all  over  a  Ward's  store — for 
example,  TV  sets  one  place,  TV  cabi- 
nets somewhere  else.  Brennan  will  re- 
group the  goods  so  that  low- margin 
TV  sets  are  sold  alongside  higher- 
margin  TV  cabinets.  Likewise  with 
other  products  for  the  home,  like  bed 
frames,  mattresses  and  sheets.  Bren- 
nan will  apply  this  concept  in  Ward's 
stores  and  in  new  ,  smaller  stores  he 
plans  to  open  in  strip  malls. 

Along  the  way,  Brennan  acquired 
$800  million  (estimated  sales)  Lech- 
mere,  the  Boston-based  consumer 
electronics  retailer  with  28  stores. 
Ward  paid  $113  million  in  cash  and 
assumed  $91  million  of  Lechmere's 
debt,  but  it's  doubtful  Brennan  has 
gotten  much  of  a  return  on  his  mon- 
ey. When  Ward  bought  Lechmere, 
the  chain  was  netting  1.3%  on  sales, 
respectable  for  electronics/appliance 
retailers.  But  Brennan  cut  staffing, 
and  Lechmere  customers,  used  to 
strong  service,  bolted.  Says  Steve 
Herman,  a  Massachusetts-based  retail 
consultant,  "Ward  bought  a  walnut, 
took  away  the  meat  and  left  the  shell." 

There  is  one  bright  spot:  Ward's 
Signature  Croup.  This  $554  million 
(sales)  unit  markets  legal  services,  life 
insurance  and  other  products  via  di- 
rect mail  and  phone  solicitations.  In 
the  last  three  years  it  accounted  for  7% 
of  Ward  sales  but  29%  of  operating 
profits.  Brennan  figures  Signature 
Group  is  worth  $1  billion  and  says  he 
may  sell  20%  of  it  to  the  public, 
generating  badly  needed  cash. 

Obviously,  one  day  Brennan  would 
like  to  take  Ward  itself  public  again  so 
he  can  reap  some  of  his  profits  and  get 
access  to  fresh  capital.  But  he'd  better 
get  himself  a  new  president  first — and 
get  those  profit  margins  up.  tM 
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Cable  TV  king  John  C.  (for  Charles 
Malone  loves  his  63  acres  along 
Maine's  rocky  coastline.  On  his  dock 
Malone  moors  his  64-foot  yacht, 
Rajjtimc,  and  here  the  hard-driving 
5 5 -year-old  cable  magnate  relaxes, 
recharges  and  maps  the  future  of  his 
Denver- based  Tele-Communica- 
tions, Inc. 

But  last  summer  John  Malone 
didn't  spend  much  time  in  Maine — 
and  he  may  not  this  year  either.  No 
time  for  relaxation  these  days.  For  the 
man  who  has  built  the  largest  cable  TV 
network  in  the  U.S. — 1 5  million  sub- 
scribers, $5  billion  in  revenues — is 
stymied. 

The  crucial  ratio  in  this  business  isj 
operating  cash  flow  margins — de 
fined  as  earnings  before  interest,  tax 
es,  depreciation  and  amortization,  di 
vided  by  revenue.  TCl's  cash  flow  mar 
gins  for  its  core  cable  business  have 
been  declining,  from  45.6%  in  1992 


to  39.9%  last  year.  In  last  year's  fourth 
quarter,  the  margin  declined  to  36.5% 
from  43.1%  a  year  earlier.  TCl's 
stock — there  are  656  million  Class  Al 
and  Class  B  shares  outstanding — was 
trading  at  around  16  a  share  five  years; 
ago.  Recent  price  for  the  heavily  trad-i 
ed  Class  A  shares,  187/8— or  $25.59,  it 
you  factor  in  last  year's  stock  dividend 
of  TCl's  Liberw  Media  programming 
business.  While  the  market  doubled 
TCI  lagged  way  behind,  even  includ- 
ing'the  lift  from  the  distribution  of 
Liberty  shares. 

Malone's  basic  problem  is  the  old 
"C"  word:  Competition.  Cable  sys-j 
terns  are  the  bulk  of  TCl's  assets  (sec 
box,  p.  102).  Where  once  it  was  a| 
cozily  unregulated  monopoly,  cable 
today  faces  increasing  competition 
from  other  forms  of  transmission: 
wireless  cable,  satellite-to-home  and 
improved  telephone  lines. 
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To  see  the  problem  close-up,  let's 
visit  Riverside,  Calif.,  a  fast-growing 
city  of  250,000  people  off  Interstate 
10,  halfw  ay  between  Los  Angeles  and 
Palm  Springs.  TCI  controls  a  cable 
system  in  the  Riverside  area  serving 
about  19,000  subscribers. 

In  1990  cable  pioneer  George  Ring 
arrived  in  Riverside  with  a  license  to 
operate  a  new,  stripped-down  wire- 
less video  service  in  direct  competi- 
tion with  TCl's  traditional  wired-cable 
system.  Competing  on  price  and 
friendly  service,  Ring's  private  com 
pany,  Cross  Country  Wireless,  began 
in  1 992  to  offer  basic  cable  for  $  1 2 .95 
a  month,  versus  TCl's  $23  a  month. 
Ring  offered  only  20  channels,  versus 
TCl's  49,  but  they  were  the  channels 
most  people  watch:  CNN,  ESPN,  MTV 
and  the  like. 

After  the  first  year  of  competition 
with  Ring's  wireless-cable  operation, 
TCI  had  lost  13%  of  its  basic  subscrib- 
ers in  Riverside.  TCI  fought  back, 
stemming  the  invasion,  but  at  heavy 
cost.  In  the  second  year  TCl's  local 
revenues  fell  by  5%  as  it  cut  prices  and 
started  giving  away  free  premium 
channels  to  stanch  the  losses.  TCI 
more  than  doubled  its  spending  on 
advertising  in  Riverside — from 
$114,000  to  $293,000— from  1992 
to  1993.  Even  so,  Ring  held  on  to 
10%  of  Riverside's  cable  market. 

TCl's  operating  cash  flow  margin  in 
Riverside,  as  of  December,  was  34%  of 
revenues.  Prior  to  the  Ring  invasion, 
^:  j  the  margin  was  closer  to  50%. 

Pacific  Telesis,  the  California-based 
Bell  telephone  holding  company,  and 
'its  proposed  new  parent,  SBC  Com- 
munications, think  they  can  duplicate 
'  Ring's  Riverside  invasion  on  a  far 
>  j  bigger  scale.  Last  year  PacTel  bought 
Ring  out  for  $175  million  and  began 
using  his  licenses  as  the  centerpiece  of 
in;  its  plan  to  sell  120-channeI  digital  TV 
ellover  wireless  cable  later  this  year  in 
mLos  Angeles  and  Orange  County. 
Other  phone  companies  have  bought 
into  wireless  cable  or  are  considering 
doing  so  (Forbes,  Mar.  25). 

Now  that  Congress  is  deregulating 
the  telecommunications  industry,  ca- 
ble is  just  one  of  three  principal  play- 
ers in  the  telecommunications 
game — local  phone  companies,  cable 
operators  and  long  distance  provid- 
ers. They  are  all  now  invading  each 
other's  turf. 


In  this  battle,  cable  does  have  a 
technological  edge.  Much  more  digi- 
tized data  can  be  pumped  through  its 
coaxial  cable  than  through  the  tele- 
phone companies'  twisted  copper 
strands.  This  makes  it  easier  to  con- 
vert cable  systems  to  cany  voice  and 
data  services  than  it  is  for  telephone 
systems  to  compete  with  cable.  In  the 
long  run,  cable  has  the  capability  of 
offering,  over  a  single  connection, 
hundreds  of  video  channels,  local  and 
long  distance  telephone  calls  and  all 
kinds  of  interactive  services. 

But  before  any  of  these  interactive 
services  can  be  offered,  the  cable  com- 
panies must  spend  billions  of  dollars 
to  turn  their  systems  into  fully  digi- 
tized networks.  This  means  tearing  up 
the  streets  to  replace  their  trunk 
lines — the  lines  that  extend  to  within 
a  few  hundred  feet  of  some  subscrib- 
ers' homes — with  fiber-optic  cables. 

The  cablers  must  also  replace  old 


TCl's  John  Malone  (opposite)  and 
wireless  cable  mogul  George  Ring 
In  Riverside,  Ring  grabbed  TCI  subscrib- 
ers and  crimped  its  cash  flow  margins. 


analog-technology  amplifiers  with 
new  ones  capable  of  pushing  huge 
volumes  of  digitized  data  up  and 
down  the  fiber/coaxial  pipes.  They 
may  also  have  to  supply  or  subsidize 
the  converter  boxes  that  will  sit  in 
subscribers'  homes  and  convert  the 
digital  bits  into  sharp  video  images. 

TCI  has  equipped  about  a  third  of  its 
systems  with  fiber  trunk  lines  but 
much  more  upgrading  remains  to  be 
done — and  at  enormous  cost.  Up- 
grading all  of  TCl's  coaxial  systems  to 
be  able  to  offer  the  new  digital  services 
will  require  spending  upwards  of  $10 


billion  or  more.  This  kind  of  money  is 
within  fairly  easy  reach  of  a  big  phone 
company.  It's  not  within  easy  reach  of 
a  TCI,  with  dwindling  operating  mar- 
gins and  a  flat  stock  price.  "If  they 
[TCl]  1< )se  cash  flow,  that  impacts  their 
ability  to  leverage,"  grins  Michael 
Fitzpatrick,  president  of  Pacific  Tele- 
sis  Enterprises,  Pactel's  unregulated 
arm.  "If  you  impact  their  ability  to 
leverage,  there's  a  question  of  how 
quickly  they  can  afford  to  build  out 
[their  digital  networks  to  handle 
phone  calls]." 

It's  a  chess  game.  If  the  Bells  can 
force  down  cable  profits,  they  will 
slow  the  move  of  cable  operators  into 
telephone  services. 

Wireless  cable  isn't  John  Malone's 
only  headache.  Just  as  serious  and 
perhaps  more  so  is  General  Motors' 
Hughes  Electronics  Corp.'s  DirecTV. 
Using  direct  broadcast  satellite  tech- 
nology, DirecTV  beams  its  programs 
from  high-power  satellites  to  18- 
inch-diameter  receiving  dishes  at  its 
subscribers'  homes.  These  dishes  now 
cost  around  $500  apiece,  about  what 
the  cable  operators'  set-top  converter 
boxes  will  probably  cost,  but  the  price 
of  these  dishes  is  falling  fast. 

Hughes  launched  the  175-channel 
DirecTV  service  nationwide  in  the  fall 
of  1994  through  big  retailers  like 
Sears  and  Circuit  City.  Cable  opera- 
tors laughed  it  off  as  a  service  for 
people  in  the  boondocks  without  ac- 
cess to  cable.  Malone  himself  has 
joked  that  DBS — acronym  for  direct 
broadcast  satellite — stands  for  "don't 
be  stupid." 

The  cable  industry  isn't  laughing 
now.  DirecTV  has  every  conceivable 
cable  channel  including  seven  Encore 
movie  channels  and  20  regional 
sports  networks.  Not  yet  two  years 
old,  DirecTV  already  has  more  than 
1 .4  million  subscribers.  Nor  are  most 
of  these  in  the  boondocks.  Half  of 
DirecTV's  subscribers  live  in  homes 
that  could  be  served  by  cable.  "We 
knew  all  along  we  were  going  after  all 
households,"  says  DirecTV  President 
Eddy  Hartenstein.  "The  battle 
[against  the  cable  TV  operators]  is 
now  engaged." 

Satellite  delivery  systems  are  expen- 
sive, but  they  do  not  require  digging 
up  streets  or  stringing  cables.  This 
gives  satellite  broadcasters  a  cost  ad- 
vantage, and  they  are  not  shy  about 
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using  it  against  cable.  The  new  est  DBS 
entrant,  Charlie  Ergen,  chairman  of 
Denver  based  EchoStar  Communi- 
cations Corp.,  is  targeting  core  cable 
subscribers  who  feel  they  overpay 
with  a  $29.99-a-month  package  of 
top-40  cable  channels  plus  four  pre- 
mium movie  channels.  By  contrast,  a 
TCI  customer  in  Chicago  pays  $46.58 
a  month  for  slightly  less  service. 

Of  course,  John  Malone  hasn't 
been  sitting  around  waiting  for  his 
competitors  to  eat  his  lunch.  In  1994 
he  helped  Primestar  Partners  enter 
the  digital  satellite  business,  along 
with  five  other  cable  operators  (Time 
Warner,  Continental  Cablevision, 
Cox,  Comcast  and  ge  Americom). 
Primestar  has  been  spectacularly  suc- 
cessful. It  sprinted  from  a  standing 
start  in  1994  to  1.1  million  subscrib- 
ers today,  half  of  whom  get  bills  from 
T<  t,  the  other  half  from  the  other 
partners.  Primestar  contributed  $200 
million  to  TCl's  revenues  last  year  and 
could  easily  double  that  this  year. 

Primestar  is,  however,  more  limited 
than  Hughes1  DirecTV  and  the  other 
satellite  [*V  systems.  It  uses  medium- 
power  satellite  frequencies,  which  has 
limited  it  to  95  channels,  and  its 
subscribers  must  lease  big,  3 -foot- 
diameter  receiving  dishes.  Total  cost 
for  basic  service,  including  the  dish 
lease,  starts  at  $30  a  month.  DirecTV 
and  the  other  new  players  coming 
into  the  direct  broadcast  satellite  field 
use  high-power  birds  that  can  send  far 
more  channels  to  pizza-size  dishes. 

Malone  tried  to  solve  the  power 
problem  by  making  a  deal  with  Wash- 
ington, D.C.  businessman  Daniel 
Garner.  Over  the  years,  Garner's  Ad- 


vanced Communications  had  ac- 
quired Federal  Communications 
Commission  licenses  to  orbit  high- 
power  satellites.  But  then  Malone's 
old  nemesis,  the  Washington  bureau- 
cracy, intervened.  The  FCC  decided  in 
late  April,  1995  that  Garnerwas  really 
just  trying  to  flip  his  licenses,  and  the 
bureaucrats  yanked  them  back  to  be 
put  up  for  auction.  The  licenses  were 
finally  hammered  down  to  MCI  and 
Rupert  Murdoch's  News  Corp.  for 
$682  million. 

How  does  Malone  get  out  of  the 
box?  If  there's  a  way,  Malone  will  find 
it.  Right  now  he's  pursuing  a  number 
of  alternatives,  including  using  other 
people's  spectrum. 

It  is  critical  for  Malone  to  counter- 
attack the  phone  companies  by  offer- 
ing telephone  service  over  his  cable 
lines.  Malone  teamed  up  with  Sprint, 
along  with  several  other  cable  opera- 
tors, in  1994  to  bid  for  FCC  licenses  to 
offer   a   cellular-like   wireless  local 


phone  service  called  personal  com- 
munications services.  But  the  Sprint 
deal  involved  upgrading  cable  net- 
works to  offer  wired  telephone  service 
as  well,  and  two  years  later  little  has 
happened. 

Bell  Atlantic  Chairman  Raymond 
Smith  thinks  he  knows  why  the 
h  i/Sprint  group's  plans  to  offer  tele- 
phone service  have  been  delayed. 
"Who  wants  that  crappy  old  plant  of 
theirs  [the  cable  operators]?"  says 
Smith.  "What  you're  seeing  are  the 
fathers  of  the  cable  industry  moving 
their  investment  into  the  content." 

Smith  refers  to  the  fact  that  compa- 
nies like  Viacom  and  Comcast  are 
investing  their  money  increasingly  in 
businesses  that  create  or  own  enter- 
tainment and  information  rather  than 
in  distribution  systems.  Smith  ex- 
plains that  he  backed  awav  from  ac- 
quiring TCI  for  the  same  reason  so 
many  media  companies  are  concen- 
trating on  content:  "They  all  came  to 
the  same  conclusion  I  did:  Cable  was 
going  to  be  semiregulated,  it  required 
stupendous  investment  and  cultural 
changes  to  get  it  done,  and  it  didn't 
look  like  telephony  would  be  done 
[on  cable]  for  a  long  time." 

Nevertheless,  Jerry  Gaines,  tci's 
top  telephony  executive,  promises  TCI 
will  launch  commercial  phone  service 
over  coaxial  cable  later  this  year  in 
Chicago  in  conjunction  with  Sprint. 
San  Francisco  and  parts  of  Connecti- 
cut are  set  to  follow  soon  after. 

Besides  his  fledgling  telephone 
business,  Malone  hopes  to  generate  a 
flood  of  new  revenues  from  the  Inter- 
net. Using  cable  modems  operating  at 
blistering  speeds  of  up  to  1 0  megabits 
per  second  would  make  it  possible  for 
subscribers  to  download  huge  files  of 
images  and  sounds — scenes  from  the 
Civil  War,  say,  overlaid  with  a  sound- 
track of  the  Gettysburg  Address — 
from  the  Web.  A  gigantic  4.3-giga- 
byte  video  clip  (a  half-hour  kid's  car- 
toon show)  could  be  downloaded  in 
18  minutes  using  a  cable  modem, 
versus  2 1 .4  hours  via  the  phone  com- 
pany's improved  ISDN  data  lines. 

Malone  has  also  invested  $125  mil- 
lion in  Bill  Gates'  Microsoft  Network, 
and  set  up  a  kind  of  high-speed  multi- 
media on-line  service  called  ©Home, 
in  conjunction  with  the  smart  Silicon 
Valley  venture  capitalists  Kleiner  Per- 
kins Caufield  &  Byers  (Forbes,  Mar. 
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25).  ©Home  would  function  roughly 
as  the  Internet  channel,  offering  its 
programming  to  users  over  XCl's  co- 
axial cable  systems  for  roughly  $35  a 
month,  including  rental  of  the  cable 
modem.  One  potential  program: 
multimedia  newspapers  with  full-mo- 
tion video  to  illustrate  not  only  arti- 
cles but  also  classified  real  estate  ads. 

The  necessary  cable  modems  are 
now  in  production  at  Motorola  and 
Hewlett-Packard,  and  there's  no 
e]uestion  that  they  work.  But  there  are 
some  thorny  technical  problems.  For 
one  thing,  the  modem  requires  exten- 
sive connecting. 

Customers  will  buy  or  rent  their 
cable  modem  from  TCI  and  have  a 
cable  technician  install  it,  as  well  as  the 
software,  in  their  PC.  The  original 
business  model  for  cable  modems 
called  for  charging  roughly  S35  a 
month  on  top  of  the  regular  monthly 
cable  TV  charges.  But  the  pricing  may 
have  to  change  now  that  AT&T  and 
MCI  have  bundled  free  Internet  access 
and  time  into  their  long  distance  ser- 
vice. "  'Free1  is  a  hard  thing  to  com- 
pete with,"  says  Stanley  Hubbard, 
chairman  of  U.S.  Satellite  Broadcast- 
ing Inc.,  a  St.  Paul  satellite  television 
programmer. 

As  Malone  fights  on,  other  cable 
pioneers  seem  to  be  cashing  in. 
George  Lindemann  sold  his  cable 
business  in  1982;  Craig  McCaw,  in 
1987.  More  recently,  in  late  1994, 
Glenn  Jones  sold  30%  of  Jones  Inter- 
cable  to  Bell  Canada.  Ivnight-Ridder 
is  selling  its  460,000-subscriber  sys- 
tem. In  February  Amos  Hostetter 
sold  his  privately  held  Continental 
Cablevision  to  U  S  West  for  S10.8 
billion.  There  have  been  rumors  that 
Chuck  Dolan  is  about  to  sell  his  3- 
million-subscriber  Cablevision  Sys- 
tems to  U  S  West. 

Having  tried  without  success  to  sell 
TCI  to  AT&T  and  then  to  Bell  Atlantic, 
Malone  cannot  cash  out — there's  no 
one  left  to  cash  out  to. 

But  don't  count  him  out.  TCI  owns 
23%  of  Turner  Broadcasting.  Time 
Warner  owns  another  20%.  If  Time 
Warner  can  consummate  its  acquisi- 
tion of  Turner,  TCI  w  ill  end  up  with 
between  8%  and  9%  of  Time  Warner. 

Already  Malone  has  used  his  posi- 
tion in  Turner  to  extract  from  Time 
Warner  lucrative  discounts  on  pro- 
gramming and  inflated   prices  on 
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some  TCI  assets  Time  Warner  has 
promised  to  buy,  all  contingent  on 
Time  Warner  closing  the  Turner  deal. 

Meanwhile,  the  tough  pioneer 
keeps  buying  cable.  He  is  purchasing 
the  Knight- Ridder  systems  and  is 
awaiting  an  irs  ruling  on  his  planned 
purchase  of  Viacom's.  Malone  de- 
clined to  talk  with  Forbes  but  autho- 
rized his  lieutenants  to  speak  for  him. 
Brendan  Clouston,  TCI  Communica- 
tions' president  and  chief  executive, 
said  that  wireless  cable  and  satellite 
delivery  systems  will  simply  expand 
the  market  and  that  there  will  be  more 
than  enough  customers  to  go  around. 

Clouston  dismisses  TCl's  lagging 


stock  market  performance  as  tempo- 
ran',  arguing  that  new  products  like 
the  cable  modems,  phone  sen  ice  and 
digital  TV  will  excite  investors'  imagi- 
nations again.  "The  equity  markets 
are  looking  to  see  the  reality  of  a  tew 
of  these  products,  w  hether  it's  com- 
pressed digital  video  or  telephony  or 
high-speed  Internet  services,"  (Hous- 
ton says.  "They  want  to  see  a  few 
places  in  the  U.S.  where  there's  a  real 
deployment  of  technology." 

Still,  John  Malone  is  hedging  his 
bets.  One  of  the  chores  that  kept  him 
away  from  Maine  and  the  Rajjtni/c 
last  summer  was  separating  TCl's  pro- 
gramming assets — everything  from 
the  majority-owned  Encore  movie 
channel  and  MacNeil/Lehrer  Pro- 
ductions to  pieces  of  Turner,  QVC, 
Home  Shopping  Network  and  Court 
TV — from  the  cable  assets  and  putting 
the  content  stuff  into  a  new  tracking 
stock,  publicly  traded  Liberty  Media 
Group.  Last  August  Liberty  w  as  dis- 
tributed to  TCl's  stockholders. 

One  way  or  another,  John  Malone 
will  continue  to  be  one  of  the  giants  of 
the  media  business.  George  Ring,  the 
chap  who  sold  several  cable  systems  to 
tci  and  put  the  crimp  in  TCl's  River- 
side operation,  is  bearish  on  cable. 
"There's  no  place  to  go  but  down,' 
he  says,  "because  all  kinds  of  new  guys 
are  can  ing  up  the  same  market." 

But  Ring's  bullish  on  John  Malone: 
"Is  it  a  problem  for  Malone?  Of 
course  it's  a  problem,  but  Malone's  a 
problem  sober."  ■ 


Investing 
in  Malone 


You  can  invest  in  John 
Malone  several  ways. 
There's  Denver-based 
Tele-Communications  In- 
ternational (Nasdaq  ticker: 
TINTA),  w  ith  cable  and 
phone  systems  and  pro- 
gramming assets  overseas. 
Or  Liberty  Media  ( LBTYA), 
the  cable  industry's  biggest 
portfolio  ( >f  programmi  ng. 
Or  London-based  TelcWest 
(twsty),  the  joint  venture 
with  U  S  West  that  provides 
cable  and  phone  sen  ice  in 
the  U.K. 

Finally,  there's  the  core 
company,  Denver-based  TCI 
Communications 


(tcoma),  the  U.S.  cable 
business  that  has  12.4  mil- 
lion subscribers  and  indirect- 
ly controls  another  3  mil- 
lion, and  has  572  million 
Class  A  common  shares 
outstanding.  ( Recent  price, 
1 87/8. )  This  stock  is  not  for 
the  faint  of  heart.  Last  year 
TCI  lost  SI 20  million  on 
revenues  of  $5.1  billion.  Its 
S12.6  billion  in  debt  out- 
standing comes  to  6.2  times 
its  operating  cash  flow. 
However,  one  of  its  best  as- 
sets doesn't  even  show  on 
the  balance  sheet:  tough, 
smart,  forward  -  looki  ng 
John  Malone.  H 
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Good  question.  That's  why  we  created  Financial  Fitness  to  help  find  answers. 

Financial  Fitness  is  a  simple,  five-step  program  that  starts  with  a  conversation.  Just  you  and 
an  Equitable  representative.  Together  you  assess  your  situation,  set  your  priorities,  find  a  strategy, 
plan  your  next  steps  and  keep  your  strategy  updated. 

No  miracles.  No  hype.  Just  common  sense.  And  a  nagging  question  finally  off  your  mind. 

M^hy  not  get  in  touch  with  us  today.  And  start  getting  a  better  handle  on  tomorrow. 


EQUITABLE 

Power  Over  Tomorrow 


What  started  out  as  a  legitimate  grievance- 
men's  propositioning  women  at  work- 
has  turned  into  a  lottery  with  lawyers  the  chief  winners. 
Once  again,  political  pandering  wins  out  over  common  sense. 

Sexual  politics 


By  Alexandra  Alger  and  William  G.  Flanagan 

Si  x  is  EVERYWHERE  YOU  look  in  America.  No  escaping  it. 
Newsstands  spill  over  with  glossy  photos  of  bikini-pop- 
ping babes.  Radio  jocks  like  Don  Imus  and  Howard  Stern 
dole  out  sexually  tinged  humor  to  go  with  your  morning 
coffee.  There  are  sexual  fantasy  telephone  lines  advertised 
on  matchbook  covers.  Pay  TV  channels  show  male  and 
female  stripteasers  and  p<  >rn  films  day  and  night.  Condoms 
are  handed  out  like  bubble  gum,  even  to  kids,  sometimes 
courtesy  of  the  Board  of  Education.  Porn  CD-ROMs  like 
Virtual  Valerie  arc  big  sellers. 

Sex  screams  at  us  from  the  sides  of  buses  with  their 
underwear  ads,  and  from  TV  sets  carrying  afternoon  soap 
operas.  But  let  anyone  complain,  and  the  affected  inter- 
ests, backed  by  the  civil  libertarians,  scream  censorship. 

Except.  Except  in  the  workplace.  Don't  pin  a  Penthouse 
centerfold  onto  your  office  wall.  Don't  repeat  to  a  co- 
worker an  off-color  joke  about  the  guy  in  the  White 
House.  And  for  heaven's  sake,  don't  leave  Virtual  Valerie 
on  your  office  desk. 

Do  any  of  these  things  and  the  federal  government 
suddenly  forgets  about  the  First  Amendment.  It  could 


easily  slap  your  employer  with  a  six-figure  lawsuit  because 
you've  created  a  "hostile  environment"  in  the  workplace. 

"Outside  of  work,  we  face  an  incredibly  permissive 
society,"  notes  Louis  DiLorenzo,  a  senior  partner  at 
Bond,  Schoeneck  &  King,  in  Syracuse,  N.Y.,  which 
represents  companies  in  sexual  harassment  cases.  "Yet 
we're  told,  at  work,  make  sure  no  one  talks  about  race 
or  sex." 

Of  all  the  crusades  Washington  has  ever  embarked 
upon,  the  current  commitment  to  stamp  out  sex  in  the 
workplace  surely  ranks  among  the  daffiest. 

The  U.S.  Equal  Employment  Opportunity  Commis- 
sion is  suing  Mitsubishi  Motors  on  behalf  of  women 
workers  who  claim  that,  among  other  things,  they  had 
their  bottoms  pinched  by  male  workers  at  the  Normal,  111. 
plant.  The  bureaucrats  want  Mitsubishi  to  fork  over  a  few 
hundred  million  dollars  to  the  alleged  victims.  "This  case 
is  going  to  show  that  sexual  harassment  in  the  workplace  is 
bad  for  the  bottom  line,"  harrumphed  Paul  Igasaki,  EEOC 
vice  chairman. 

Was  Igasaki  punning  about  bottom  lines  and  bottom- 


Three  ex-Chevron 
computer  special- 
ists meet  the  press 
with  their  lawyer 
(right) 

A  barrage  of  dirty 
jokes,  com- 
ments and  E-mail 
messages  from 
male  co-workers 
all  became  too 
much.  Chevron 
settled  for 
$2.2  million. 
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A  field  day 
for  lawyers 

Sexual  harassment  has 
long  been  illegal  in  the 
workplace.  As  far  back  as 
1976,  the  courts  recognized 
it  as  a  form  of  sexual  dis- 
crimination under  Title  VII 
of  the  Civil  Rights  Act. 

But  anyone  itching  for 
a  fight  had  a  hard  time  find- 
ing a  lawyer.  Plaintiffs 
could  win  back  pay  and  at- 
torneys' fees,  but  not 
damages.  They  had  to  take 
their  chances  before  a 
judge  rather  than  have  ac- 
cess to  a  jury  that  usually 
could  be  counted  on  to  side 
with  the  "underdog." 
Not  a  great  risk/reward  ra- 
tio for  a  lawyer  working 
on  contingency. 

Then,  in  1991,  came 
Anita  Hill.  The  televised 
hearings  riveted  millions, 
and  many  feminists  adopt- 
ed Hill  as  their  martyr. 
Soon  after,  Congress 
amended  Title  VII  to  al- 
low jury  trials  and  compen- 
sator)' and  punitive  dam- 
age awards  in  harassment 
cases.  The  scramble  for 
serious  money  was  on.  Per- 
sonal injury  lawyers  add- 
ed a  new  line  of  work.  With- 
in a  year  eeoc  harassment 
complaints  rose  53%,  top- 
ping 10,000,  and  have 


His  embarrassed  law  firm  is  appealing  a  $3.5  million  award 
The  cost  of  pouring  M&Ms  in  his  secretary's  shirt  pocket. 


been  rising  ever  since. 
From  1991  to  1995  the 
number  of  plaintiffs1  attor- 
neys roughlv  tripled,  to 
3,000. 

Seeking  their  share  of 
the  limelight,  state  legisla- 
tors hopped  on  the  band- 
wagon. Connecticut  passed 
laws  requiring  companies 
to  provide  sexual  harass- 
ment training.  Illinois  did 
the  same  for  government 
agencies.  Corporate  law- 
yers began  providing  ha- 
rassment training  as  a 
sideline  to  their  defense 
work  in  sexual  harass- 
ment suits — which  were 
quick  to  multiply. 

A  whole  new  industry 
was  born,  and  a  whole  new 
layer  of  cost  was  laid  onto 


U.S.  business — and  ulti- 
mately onto  consumers. 

Ironically,  the  first  big- 
bucks  harassment  award 
went  against  a  major  law 
firm,  which  itself  deals  in 
employment  litigation. 
In  1992  Rena  Weeks,  a  for- 
mer legal  secretary,  sued 
legal  giant  Baker  & 
McKenzie,  alleging, 
among  other  things,  that 
her  boss,  Martin  Green- 
stein,  had  grabbed  her 
breast  while  pouring 
m&ms  into  her  shirt  pocket. 

That  turned  out  to  be- 
an expensive  grope.  A  jury 
awarded  Weeks  $6.9 
million  in  punitive  dam- 
ages and  $1 .85  million 
more  to  cover  legal  fees. 
The  award  was  later  re- 


duced by  the  judge  to  $3.5 
million,  but  the  word 
was  out. 

Last  year  the  EEOC 
counted  a  record  15,549 
complaints  nationally, 
more  than  double  the  num- 
ber in  1990.  In  New  York 
State  they  have  nearly  dou- 
bled; in  California  they 
have  more  than  tripled. 

Formal  charges  are  just 
the  tip  of  the  iceberg.  "For 
every  suit  there  are  ten 
complaints  that  manage- 
ment makes  go  away 
quietly,'''  says  Susan  Krell,  a 
partner  at  Jackson,  Lewis, 
Schnitzler  &:  Krupman,  in 
Hartford,  Conn.,  which 
advises  companies  on  em- 
ployment issues. 

Juries  and  judges  are 
pretty  much  on  their  ow  n 
in  deciding  what  consti- 
tutes sexual  harassment. 
The  law  says  it  depends 
on  w  hat  "a  reasonable  per- 
son," or  in  some  jurisdic- 
tions, "a  reasonable  wo- 
man" would  think. 
That's  typical  of  the  kind  of 
mischief  our  lawmakers 
so  often  perpetrate,  passing 
a  law  for  the  publicity  val- 
ue and  letting  somebody 
else  worry  about  what  the 
damned  thing  means. 

We  suspect  that  law- 
yers as  a  class  benefit  more 
from  these  laws  than 
women. 

-A.A.  and  W.G.F.  « 


pinchers?  If  so,  it's  a  pretty  expensive  pun  for  the  Japanese 
firm  that  created  4,000  jobs  and  is  now  threatened  with 
severe  punishment  for  failing  to  reform  a  randy  aspect  of 
American  culture. 

None  of  this  is  to  excuse  boorish  behavior  or  to  justify 
men — and  women — who  use  economic  power  to  exact 
sexual  favors.  But  does  the  punishment  truly  fit  the  crime-1 
Do  we  really  want  lawyers  and  bureaucrats  dictating 
personal  behavior? 

An  eeoc  spokeswoman  bragged  to  Forbes  that  the 
Mitsubishi  suit  could  involve  as  many  as  700  women,  each 
eligible  under  federal  law  for  as  much  as  $300,000  in 
damages,  $210  million  in  all.  That  would  make  it  the 
largest  harassment  award  in  history. 

Besides  bottom-pinching,  what  did  the  male  workers 
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allegedly  do?  There  were  charges  of  breast-  and  genital- 
touching  and  lewd  remarks,  and  also  of  male  workers' 
slapping  pictures  of  female  sex  organs  on  car  parts. 
Distasteful  stuff,  certainly.  Fining  the  guys  who  did  it  or 
even  firing  the  most  egregious  offenders  might  be  justi- 
fied. But  clobbering  the  company? 

Take  some  of  the  eeoc's  bragging  with  a  grain  of 
skepticism.  "It's  an  election  year,  and  a  non-U.S.  compa- 
ny," opines  DiLorenzo.  He  expresses  doubt  that  the  suit 
could  go  forward  with  as  many  as  700  women,  saving  there 
would  have  to  be  proof  thev  all  experienced  the  same  kind 
of  harassment. 

Still,  the  publicity,  the  legal  costs  and  the  resulting  waste 
of  managerial  time  will  exact  a  heavy  toll  on  Mitsubishi, 
costs  perhaps  exceeding  any  ultimate  settlement. 
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Sandra  Shope,  for- 
mer head  of  housing 
services  for  Lou- 
doun County,  Va. 
Claimed  her  ex- 
boss  said  she 
"looked  ridicu- 
lous" in  one  of  her 
dresses,  and 
often  called  her 
a  "stupid  woman." 
A  jury  awarded 
her  $675,000  in 
damages. 


How  far  can  a  company  go  in  monitoring  employee 
behavior? 

Businesses  are  damned  if  they  do,  damned  if  they  don't, 
points  out  Timothy  Lynch,  assistant  director  of  the  Cato 
Institute's  Center  for  Constitutional  Studies  in  Washing- 
ton, D.C.  "Unjust  dismissal  laws  were  created  on  the  state 
level  with  one  set  of  objectives,''1  Lynch  says,  "and  sexual 
harassment  on  the  federal  level  with  another.  Employers 
get  it  from  all  directions." 

Sure.  Fire  a  guy  because  he  tells  dirty  jokes  in  front  of 
female  workers  and  he  slaps  you  with  a  wrongful  dismissal 
suit.  Let  him  get  away  with  it  and  the  women  sue  you  for 
not  supervising  him  properly: 

Consider  the  plight  of  Wal-Mart,  with  630,000  em- 
ployees and  sales  last  year  of  $94  billion.  Since  punitive 
damages  are  allowed  in  sexual  harassment  cases,  compa- 
nies with  the  deepest  pockets  are  hit  hardest. 

In  just  one  recent  case,  for  example,  a  jury  awarded  $50 
million  to  Peggy  Kimzey,  a  freight  clerk  at  a  Wal-Mart 
store  in  Warsaw,  Mo.,  agreeing  that  Kimzev's  supervisor 
had  made  crude  comments  about  her  body,  and  Wal-Mart 
management  failed  to  stop  him.  The  award  was  later 


reduced  to  $5  million,  and  that's  not  counting  legal  costs 
for  the  company  or  the  diversion  of  executive  time  and 
energy.  Wal-Mart  is  appealing  the  decision. 

For  years  Wal-Mart  had  a  policy  that  barred  dating 
between  two  people  from  the  same  office  or  store.  Also 
banned  was  any  dating  that  involved  married  employees. 
Offenders  faced  dismissal  if  caught. 

In  short,  Wal-Mart  tried  to  ban  office  romances.  And  it 
got  hit  w  ith  at  least  two  lawsuits  from  employees  who  were 
fired  for  dating  colleagues. 

New  York  State  also  sued  Wal-Mart  on  behalf  of  two 
employees  who  charged  that  the  company's  no-fraterniza- 
tion policy  violated  state  labor  laws. 

Wal-Mart  wound  up  amending  its  policy.  Now  Wal- 
Marters  can  date  if  they  are  on  the  same  level,  but  a 
supervisor  can't  date  a  subordinate. 

Does  that  mean  an  executive  vice  president  can't  date  an 
ordinary  vice  president?  Or  does  the  policy  apply  only  to 
lowlv  workers? 

How  silly  can  things  get? 

United  Technologies  Corp.,  in  Hartford,  Conn.,  which 
employs  171,000  people,  bars  supervisors  from  dating 
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Paula  Smith's  12-year-old  suit  against  Tiffany  grinds  on 

"We  have  to  defend  the  position  of  men  long  dead  and  charges 

we  didn't  know  about,"  says  a  Tiffany  attorney. 


anyone  under  their  authority.  IBM,  with  1 10,500  domestic 
employees,  tells  supervisors  that  if  they  want  to  date 
subordinates  they  have  to  inform  their  supervisor.  The 
superintendent  must  then  transfer  one  of  the  two  to  a 
d  i  fife  rent  department . 

More  and  more  Americans  are  building  their  social  lives 


around  their  work,  with  the  result  that  more  and  more 
people  meet  their  future  partners  through  business  or  in 
the  office  or  factory.  That  certainly  beats  singles  bars.  But 
where  there's  romance  and  where  there's  sex,  there  can  be 
trouble. 

"■The  relationship  gone  sour — there's  nothing  uglier," 
says  Margaret  Strange,  an  attorney  with  Jackson,  Lewis, 
Sehnitzler  &  Krupman  in  Hartford,  Conn.  "It's  in  these 
cases  that  you  hear  the  most  outrageous — and  sometimes 
fictitious — claims." 

A  case  can  be  made  that  the  whole  issue  is  more  about 
power  than  about  rights.  This  much  is  certain:  There  is  a 
double  standard  at  work  here. 

Take  the  case  of  Linda  LaMar,  a  clerk  at  Nynex  Service 
Co.  in  New  York.  LaMar  accused  her  female  supervisor  of 
sexual  harassment  based  on  five  incidents  in  1990  and 
1991.  On  four  occasions,  the  supervisor,  Elaine  Mangiero, 
told  dirty  jokes  in  front  of  a  group  of  employees.  And  on 
one  occasion,  the  supervisor  grabbed  LaMar's  hand  and 
told  her  that  she  "looked  really  hot"  when  she'd  come  to 
work  particularly  well  dressed. 

LaMar  got  short  shrift.  A  New  York  federal  judge 
dismissed  the  case  before  trial,  ruling  that  the  allegations 
were  neither  severe  nor  pervasive  enough  to  constitute 
sexual  harassment.  Imagine  how  the  case  would  have  gone 
had  the  harasser  been  a  male. 

Courts  aren't  even  sure  whether  same-sex  harassment 
falls  under  Title  VII  of  the  Civil  Rights  Act  of  1964,  which 
is  the  watershed  legislation  prohibiting  sexual  discrimina- 
tion in  the  workplace. 

In  1994  three  women  sued  their  former  employer, 
Crossland  Mortgage  Corp.,  in  Glendale,  Calif.,  alleging 
sexual  harassment  by  two  former  female  supervisors. 


Extra  pizza 
dough 


Do  MEN  EVER  WIN  sexual 
harassment  suits?  Once  in 
a  while. 

In  1988,  when  David 
Papa  was  a  25-year-old 
Domino's  Pizza  store 
manager  in  Port  Richey, 
Fla.,  his  former  supervi- 
sor, Beth  Carrier,  would 
touch  him  frequently  and 
make  admiring  comments 
about  his  body.  In  front 
of  witnesses  one  day,  she 


David  Papa  had  to  survive  passes  from  a  female  boss 
And  Domino's  Pizza  was  told  to  give  him  $237,000. 


told  him  that  she  loved 
him  and  wanted  him  to  live 
with  her. 

Papa  told  her  to  get 
lost,  but  six  days  later  Carri- 
er fired  him  on  a  flimsy 
pretext.  Papa  filed  suit,  and 
eventually  prevailed;  he 
was  awarded  $237,000  in 
back  pay,  plus  interest. 
Because  he  had  sued  before 
the  Civil  Rights  Act  was 
amended  in  1991,  he 
couldn't  ask  for  punitive 
damages. 

Papa,  with  the  help  of 
his  wife,  put  himself 
through  Stetson  Univer- 
sity in  Florida.  This  month 
he  will  start  law  school  at 
Stetson — his  lawyer's  alma 
mater.  Yes,  he  wants  to 
specialize  in  employment 
discrimination  law. 

-A.A.  and  W.G.F.  H 
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Pretty  raw  stuff.  The  female  supervisors  allegedly  bared 
their  breasts  to  their  female  subordinates,  pinched  them 
and  display  ed  pictures  of  nude  men,  condoms  and  a  dildo 
at  an  office  birthday  party. 

In  dismissing  the  Crossland  case,  a  Johnson  appointee, 
U.S.  District  Court  Judge  Manuel  Real,  wrote:  "In  the 
male-female  or  female-male  context,  sexual  and  gender- 
oriented  comments  are  discriminatory.  .  .  .  When  the 
alleged  offender  and  the  alleged  victim  share  the  same 
gender,  similar  sexually  suggestive  words  and  acts  can  take 
on  a  whole  other  meaning." 

Untangling  the  judge's  turgid  prose,  he's  saying  that 
when  a  woman  bares  her 
breasts  to  another  woman 
in  the  work  environment, 
that's  just  girls  being  girls. 
When  a  man  show  s  off  his 
pecs  to  a  woman  in  similar 
circumstances,  it's  sexual 
harassment. 

Oh. 

Contrast  that  outcome 
with  another  case,  lodged 
by  a  former  clerk  at  a  Kmart 
store  in  Sonora,  Calif.  She 
charged  that  her  male  su- 
pervisor often  touched  her 
on  the  shoulders,  teased  her 
about  carrying  on  with  de- 
liverymen  and  laughed  off 
her  complaints. 

last  month  Kathryn 
Nordlin  w  as  aw  arded  $1.5 
million.  What  the  hell,  the 
jury  apparently  decided. 
Better  the  woman  should 
liave  the  money  than 
Kmart. 

It's  the  free  speech  issue 
that  bothers  legal  scholars, 
extortion  going  on,  then  something  should  be  done,"  says 
Eugene  Volokh,  who  teaches  constitutional  law  at  the 
U(  I  \  School  of  Law,  and  who  has  written  extensively 
about  Title  VTTs  infringement  on  First  Amendment 
rights.  "What's  really  problematic  is  w  hen  you're  talking 
about  imposing  liability  for  speech." 

As  in  the  case  of  Sandra  Shope,  head  of  housing  services 
for  Loudoun  County,  Va.  She  went  to  court  because  her 
ex-boss  said  she  "looked  ridiculous"  in  one  of  her  dresses, 
and  he  often  called  her  a  "stupid  woman."  Could  she  still 
have  sued  if  he  had  just  called  her  a  stupid  person?  At  any 
rate,  a  jury  awarded  Shope  S675,000  in  damages. 

Suppose  an  executive  does  abuse  his  position,  cither  to 
demean  a  woman  or  to  extort  sexual  favors  from  her?  Why 
should  his  employer  be  punished?  Shouldn't  the  offender 
pay?  That's  a  fair  question,  but  it  makes  attorneys  laugh. 
"In  most  cases,  it's  not  an  issue,  because  the  company  has 
the  deep  pockets,"  says  Mark  Dichter,  a  partner  at  Mor- 
gan, Lewis  8c  Bockius  in  Philadelphia. 

Now  you  know  why  Mitsubishi  makes  such  a  nice 
target:  It's  big,  it's  rich — and  it's  Japanese. 


Susan  Sharp,  a  plaintiff  in  class-action  suit  against  Publix 
Tens  of  thousands  of  workers  seeking  hundreds  of  millions. 


"If  you  have  actual  sexual 


Federal  bureaucrats  target  big  companies,  too,  be- 
cause they  get  major  press  when  the  companies  are  large 
and  when  the  amounts  sought  are  huge.  Who  cares  if  the 
male  owner  of  a  dry  cleaning  outfit  makes  a  pass  at  a 
female  clerk? 

When  they  discover  a  deep  pocket,  the  EE<  ><  bureaucrats 
and  the  lawyers  move  in  for  the  kill.  Florida's  Publix  Super 
Markets  Inc.,  for  example,  is  facing  a  class-action  suit 
involving  sexual  harassment  and  sexual  discrimination 
claims.  It's  a  doozy:  The  class  action,  certified  in  March, 
could  include  as  many  as  100,000  present  and  former 
female  employees  at  Publix's  5  14  grocery  stores  in  Florida, 

South  Carolina  and  Geor- 
gia. FI u nd reds  of  millions 
of  dollars  could  be  at  stake. 

There  are  12  plaintiffs 
charging  gender  discrimi- 
nation, with  9  also  charging 
Publix  with  creating  a  per- 
vasively hostile  work  envi- 
ronment. Charges  range 
from  frank  propositions  to 
comments  about  being 
overweight  and  needing 
makeup. 

Follow  the  green  and 
ask  who  is  behind  the  Pub- 
lix plaintiffs.  Answer:  Bar- 
ry Goldstein  of  Saperstein, 
Goldstein,  Demchak  & 
Bailer,  an  Oakland,  Calif, 
law  firm.  Goldstein's  firm 
won  a  sexual  discrimina- 
tion case  against  State 
Farm  Insurance  in  1992 
that  resulted  in  damages  of 
S 1  57  million,  a  new  record 
for  any  kind  of  discrimina- 
tion suit.  Goldstein's  firm 
It  could  do  better  in  the 


pocketed  some  S30  million 
Publix  case. 

The  EEOC  promises  more  class  actions  similar  to  the  one 
filed  against  Mitsubishi  Motors.  "We'll  get  a  much  bigger 
bang  for  the  buck  doing  class  actions,"  brags  Cynthia 
Pierre,  deputy  district  director  of  the  EEOC's  Chicago 
office.  "In  class  actions,  w  e  can  impact  more  people." 

Thus  do  taxeaters  persecute  taxpayers.  The  suits  will 
have  impact,  all  right.  They  will  promote  strained,  tense 
relationships  in  the  workplace.  Sheila  Wellington  runs 
Catalyst,  a  New  York  firm  that  researches  the  advancement 
of  women  in  the  workplace.  She  says:  "If  men  and  women 
can't  be  comfortable  together  as  colleagues,  it  has  an 
impact  on  every  aspect  of  the  business.  If  men  are  worried 
about  interacting  w  ith  women  and  women  w  ith  men,  it 
can't  be  a  healthy  organization  where  people  focus  on  the 
tasks  at  hand." 

"Law  makers  should  step  back  and  look  at  the  whole 
range  of  things  they've  been  doing  over  the  years,"  says 
Cato  Institute's  Timothy  Lynch.  "Any  fair  minded  ob- 
server has  to  come  away  thinking  that  it's  ridiculous — the 
government  has  none  too  far."  BP 


1 10 


Forbes  ■  May  6,  1996 


Throughout  most  of  Mexico  unemployment  is  30%. 
In  Tijuana  it's  maybe  2%. 


Maquiladora-ville 


By  Damon  Darlin 


A  Samsung 
maquiladora 
in  Tijuana 
The  Korean 
company 
plans  to 
invest 

almost  $800 
million  by  1999. 


,1  | Scrawny  dogs  still  cross  dusty  streets 
in  Tijuana,  but  they  no  longer  dare 

,  | dawdle.  Forget  The  Treasure  of  the 

,(,  Sierra  Madre.  These  streets  are  paved 
two-laners,  and  the  dogs  are  dodging 

jisemis  laden  with  locally  produced 
color  TVs. 

In  a  generally  depressed  Mexico, 
Tijuana  is  booming.  "Anyone  who 
wants  a  job  can  get  one  here,'1  says 
Rafael  Carrillo  Barron,  president  of 
Grupo  Carrillo,  a  major  Tijuana  real 
estate  company. 

In  a  great  wave  of  internal  migra- 
tion, Mexicans  from  the  interior  are 
moving  north  to  jobs  in  and  around 
(Tijuana  that  pay  four  times  Mexico's 
minimum  wage  of  25  pesos  ($3.40)  a 
day.  Tijuana's  population,  growing 

I  about  7%  a  year,  now  numbers  1.5 


million.  The  price  of  improved  indus- 
trial land  in  Tijuana  is  about  25% 
higher  than  just  across  the  border  in 
San  Diego. 

What's  behind  the  boom?  The  Ti- 
juana region  has  become  the  TV-set 
capital  of  the  world.  Japanese-  and 
Korean-owned  factories  here  use  low- 
cost  Mexican  labor  to  produce  almost 
10  million  sets  a  year,  or  about  30%  of 
the  TVs  sold  in  the  U.S. 

Korean  companies,  among  them 
Samsung,  Hyundai  and  LG  Electron- 
ics, have  invested  $650  million  in  the 
Tijuana  area  just  in  the  last  15 
months.  Japanese  companies,  includ- 
ing Sony  and  Sanyo,  are  expanding 
their  component  and  assembly  plants 
to  the  tune  of  $400  million. 

Tijuana  boasts  no  fewer  than  560 


maquiladora  factories,  where  Mexi- 
can workers  turn  imported  compo- 
nents into  finished  sets  to  be  sold 
mostly  across  the  border;  to  encour- 
age investment,  the  Mexican  govern- 
ment lets  manufacturers  import  duty- 
free the  components  they  need  to 
build  for  export. 

Unlike  Juarez,  Nuevo  Laredo  and 
other  border  towns,  Tijuana  has  the 
especially  good  fortune  to  abut  San 
Diego,  one  of  the  more  pleasant  U.S. 
big  cities.  Managers  and  engineers 
can  live  there  comfortably  and  com- 
mute to  work  in  plants  across  the 
border. 

With  prosperity  come  problems. 
Tijuana's  economic  success  is  strain- 
ing the  region's  already  overbur- 
dened infrastructure.  More  than  88% 
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of  all  goods  transported  to  Mexico  are 
moved  by  truck,  but  no  expressway 
connects  San  Diego  and  Tijuana. 
Trucks  w  aiting  for  customs  clearance 
and  inspection  at  the  border  some- 
time ick  up  for  5  miles  as  U.S. 
Customs  people  search  diligently  for 
illegal  dn      and  illegal  aliens. 

Tijuana  businesses  cope  with  these 
problems  as  best  they  can.  Sanyo,  for 
example,  installed  a  video  camera  on  a 
tower  above  its  U.S.  operations  so 
managers  can  1  or  the  length  of 
the  line  and  dispatch  employees  more 
efficiently  when  they  see  the  line 
shortening.  But  such  drawbacks  in 


Construction  at  a  Tijuana 
industrial  park  (above); 
Developer  Rafael  Carrillo  Barron 
Factory  land  costs 
more  in  Tijuana 
than  it  does  just 
across  the  border. 

part  could  cancel  out  the  advantages 
of  cheap  and  plentiful  Mexican  labor. 
Denis  Ossola,  Matsushita  Television 
Co.'s  senior  vice  president,  says  the 
congestion  could  lead  Matsushita  to 
expand  farther  east,  along  the  Mexi- 
can border  in  Texas.  Tijuana  officials 
fear  others  would  follow.  That  alarms 
California,  too,  which  benefits  might- 
ilv  from  the  Tijuana  boom. 

Son\',  for  example,  has  spent  $140 
million  on  its  assembly  plant  in  Tijua- 
na, but  S400  million  on  the  U.S.  side 
for  engineering  and  high-technology 
operations.  The  San  Diego  area  bene- 
fits from  high-paying,  high-tech  jobs. 

Feeling  the  heat,  California  and 
Tijuana  officials  are  w  orking  together 
to  improve  transportation.  One  plan 
would  reopen  a  set  of  railroad  tracks 
running  east  from  San  Diego, 
through  Northern  Baja  and  then 
looping  back  up  into  the  U.S.  to 
connect  to  Southern  Pacific  lines  run- 
ning to  eastern  markets.  Cost:  as 
much  as  $124  million.  Another  proj- 
ect would  build  a  modern  port  in 
Ensenada,  south  of  Tijuana,  and  link 
the  port  to  California  with  a  rail  line. 
C  lost:  at  least  $300  million. 


Private  investors  are  planning  a  toll 
road  for  commuters  to  the  Mexican 
border,  but  a  U.S.  interstate  highway 
connector  tor  trucks  still  lacks  state 
funding.  Says  Neil  Whitely-Ross  of 
the  San  Diego  Economic  Develop- 
ment Corp.:  "We  are  trying  to  con- 
vince legislators  that  everyone  bene- 
fits from  our  trade  w  ith  Mexico." 

Despite  its  boom,  much  of  Tijuana 
is  not  a  pretty  place.  New-home  con- 
struction has  collapsed  under  the 
w  eight  of  Mexico's  postdevaluation 
35%-plus  interest  rates.  With  no  room 
for  families,  single  adults  trek  north 
and  live  in  chozns — shanty  towns  that 
continue  to  spread  across  Tijuana's 
hills.  The  chozns  now  stretch  a  third  of 
the  way  to  Tecate,  25  miles  east  of 
Tijuana. 

Given  the  terrible  living  condi- 
tions, it's  no  surprise  that  absenteeism 
is  a  serious  problem  in  the  maqniln-, 
floras.  Young  Moo  Kwon,  president 
of  Samsung's  Tijuana  TV  operations, 
sighs  when  asked  if  Tijuana  could  lead 
Mexico  toward  becoming  another 
economic  tiger,  and  points  to  ram- 
pant absenteeism.  Kwon  struggles  to 
get  his  plant's  absenteeism  rate  down 
to  3.5%,  an  excellent  rate  locally, 
though  his  superiors  in  Seoul  were 
mystified  why  it  couldn't  go  much 
lower.  Kwon  tries  to  explain  to  them 
that  in  devoutly  Catholic  Mexico, 
itinerant  workers  like  to  be  with  their 
families  during  religious  holidays, 
and,  given  the  housing  situation, 
there  is  no  way  they  can  bring  their 
families  to  Tijuana. 

Thus,  during  the  week  before  Eas- 
ter the  Tijuana  manufacturers  w  anted 
to  keep  the  plants  running  at  least) 
until  Holy  Thursday.  No  such  luck. 
Workers  started  heading  home  on 
Monday  and  Tuesdav. 

Rut  the  boom  rolls  on.  Korea's 
Samsung  Electronics  has  just  spent 
$212  million  to  build  a  television  and 
computer-monitor  plant  in  what  was 
an  olive  grove  a  year  ago.  Samsung 
plans  to  spend  an  additional  $580 
million  to  expand  the  plant,  which 
could  employ  9,300  people  in  four 
years.  Officials  on  both  sides  of  the 
border  are  expecting  Tijuana  to  grow 
into  a  city  with  a  population  of  3 
million  in  12  years. 

Free  trade  has  transformed  a  once 
ramshackle  place  into  a  city  that  may 
grow  as  large  as  Chicago  is  today.  ■■ 
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Proud  Sponsor  of  the 
1996  U.S.  Olympic  Team 


Seats  Six  Adults.  And  For  Around  $1^100 
Lumina  Does  It  Rather  Comfortably. 


At  Chevrolet,-  we  don't  think  a  little  elbow  room 
should  cost  you  an  arm  and  a  leg.  That's  the  same  kind 
of  thinking  that  puts  a  160-horsepower  V6,  dual  air 
bags  and  theft-deterrent  system  into  a  well-built,  user- 
friendly  sedan  for  around  $17,100.'  It's  also/the  same  , 
kind  of  thinking  that  lets  you  drive  the  smooth-riding, 
quiet  and  comfortable  Lumina"  up  to  100,000  miles  , 


before  your  first  scheduled  tune-up  and  100,000  miles 
or  five  years  before  you  need  to  change  engine  coolant.* 
But  that  still  wasn't  enough.  On  board  each  Lumina  is 
a  new  diagnostic  computer  which  can  detect  emission 
system  problems  before  they  can  seriously  affect  per- 
formance. That's  a  lot  of  car  for  the  money.  And  a  car 
you  can  trust.  That's  Genuine  Chevrolet. 


Genuine  Chevrolet 
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Radio  Days? 

Bernee  Strom  runs 
Chicago- based  USA  Digital 
Radio,  a  Gannett/Westing- 
house  joint  venture  formed 
in  1990  to  develop  hardware 
and  software  for  broadcasters 
to  transmit,  and  listeners  to 
receive,  data  and  CD-quality 
digital  sound  via  radio. 

Strom  thinks  the  recent 
telecommunications  bill — 
and  the  spate  of  radio  station 
mergers  that  have  followed — 
will  be  the  needed  boost  to 
get  her  fledgling  technology 
moving  into  the  $8  billion 
audio  hardware  market.  "It's 
taken  a  sleepy  medium  and 
created  a  whole  new  inter- 
est," she  says. 

A  former  technology  con- 
sultant, Strom  was  co- 


founder  of  Tasadena,  Calif- 
based  Gemstar,  the  company 
that  developed  vcrP1us+. 
That's  the  numerical  code 
software  that  allows  even 
novices  to  program  vcrs.  She 
landed  last  year  afUSADR 
with  a  mandate  to  make  its 
technology  the  standard. 
With  some  $30  million 
already  spent  on  research, 
she'll  spend  $10  million 
more  to  iron  out  the  bugs 
before  submitting  it  to  the 
FCC  later  this  year. 

Unlike  a  competing 
European  digital  system, 
US  ADR  piggybacks  on  the 
analog  signal  and  requires 
no  additional  spectrum.  "I 
want  to  take  a  new  technolo- 
gy," says  Strom,  49,  "and 
make  it  a  household  name." 


Bernee  Strom, 
USA  Digital  Radio 
Betting  on 
a  new  technology. 


Business 
scents 


Edgar  Jr.  isn't  the 
only  Bronfman  who 
likes  glamorous, 
high-stakes  busi- 
nesses. Younger 
brother  Matthew, 
36,  is  jumping  into 
the  perfume  trade — 
where  90%  of  new 
scents  fail  and 
launches  can  run 
over  $10  million. 
Last  year  he  hooked 
up  with  society 
florist  Robert 
Isabell  to  start  New 
York's  Perfumes 
Isabell.  This  month  HHH 
their  first  five  fra- 
grances, with  names  like  Ceylon  and  Attar,  hit 
Saks  Fifth  Avenue  and  Neiman  Marcus,  propelled 
by  $15  million  worth  of  advertising,  direct  mail 
and  inventory. 

Bronfman  minds  the  business  end,  having  cut 
his  teeth  on  a  $40  million  family  investment  fund 
he  started  in  1987.  After  running,  then  selling  a 
cellular  phone  company  he  invested  in,  Bronfman 
sold  off  the  fund's  remaining  assets  in  1994.  "I 
got  the  bug  for  small  entrepreneurial  businesses," 
he  says. 

To  get  started,  Bronfman  and  Isabell  put  in  $2 
million  of  their  own  money  and  raised  another 
$  1 3  million  from  private  investors — some  of 
whom  balked  at  Matthew's  Bronfman ///j  status. 
Says  Bronfman:  "People  would  say,  'Why  should 
I  give  you  $5  million?'"  Not  papa  Edgar,  who 
kicked  in  without  a  fuss. 


Matthew  Bronfman 

Another  high-stakes  sibling. 


Pressure  point 

When  Tenneco  Chief  Executive 
Dana  Mead  announced  his  plan  to 
divest  the  company's  shipbuilding 
and  energy  units,  Tenneco 
Packaging's  Sarilee  Norton  instantly 
felt  the  heat.  "There's  a  lot  riding 
on  us,"  says  Norton.  The  reason,  of 
course,  is  that  packaging  wall  now 
become  one  of  Tenneco's  two 
core  businesses,  along  with  au to- 
motive  parts. 

Norton,  vice  president  for  strate- 
gy, already  has  her  marching  orders: 
Cut  costs  by  $50  million  this 
while  chasing  down  acquisitions  to 
double  packaging  revenues  to  $8 
billion  by  the  end  of  the  decade. 


Norton,  49,  logged  20  years  at 
paper  and  packaging  firm  Union 
Camp  before  heading  to  the 
Evanston,  111. -based  Tenneco  divi- 
sion in  1991.  To  counter  the  cycli- 
cal nature  of  paperboard — the  stuff 
corrugated  boxes  are  made  of  and 
which  accounted  for  75%  of 
Tenneco  Packaging's  sales — Norton 
is  moving  further  into  packaging  for 
food  and  consumer  goods. 

Thus  last  November's  $1.3  bil- 
lion acquisition  of  Mobil  Plastics, 
which  includes  the  Hefty  and 
Baggies  brands.  "The  more  options 
you  offer  customers,  the  more  valu- 
able you  become  to  them,"  says 
Norton.  MB 


Tenneco  Packaging's  Sarilee  Norton 
"There's  a  lot  riding  on  us." 
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For  Insight  Into 
Greater  Customer  Satisfaction, 
A  Hospital  Checked  Into 
The  Hotel  Industry. 

Where  Should  You  Check  In? 


I  Check  out  your  own  creative 
ifeights  with  the  help  of  the 
tobal  Best  Practices*  approach, 
rthur  Andersen  professionals 
ill  then  work  closely  with  you  to 
'iplement  effective  solutions. 
i!  Their  secret?  Years  of  five-star 
'  perience.  Plus,  the  unequaled 
i.obal  Best  Practices  knowledge 
lise,  reserved  exclusively  for 
Ihur  Andersen.  If  s  the  first  of 

§95  Arthur  Andersen,  Arthur  Andersen  &  Co,  SC.  All  rights  reserved 


its  kind  and  still  without  peer. 

Continuously  enriched,  it  abounds 
with  breakthrough  quantitative  tools 
along  with  qualitative  best  practices 
compiled  from  worldwide  client 
experience  and  exhaustive  research. 
Plus,  published  examples  like  the 
hospital  that  patterned  its  service  after 
that  of  a  world-class  hotel's. 

Find  out  how  Arthur  Andersen 
can  help  your  company  deliver 


greater  customer 
satisfaction.  Call 
1-800-804-6620  or  visit  our  Web  site  at 

http:lliirww.ArthurAndersen.com. 

Global  Best  Practicessm 
Putting  Insight  Into  Practice  fM 

Arthur 
Andersen 

Arthur  Andersen  &  Co,  SC 


Suddenly  Madison  Avenue  is  using  grandma 
and  grandpa  to  sell  computers  and  cosmetics. 
What's  going  on  here? 

Gray  hair  is  cool 


By  Lisa  Gubernick  with  Luisa  Kroll 

Quaker  Oats  has  dumped  its  growly, 
paunchy  oatmeal  pitchman  Wilford 
Brimley  for  "George,"  a  60-some- 
thing  model  who  has  clearly  been 
pumping  iron.  George  wears  a  muscle 
shirt  revealing  biceps  that  would  be 
the  envy  of  anyone  20  years  younger. 

IBM  is  using  two  rugged-looking 
older  models — one  with  an  age-lined 
face,  another  with  a  gray,  wispy 
beard — to  tout  the  easy-to-use  fea- 
tures of  its  new  virus-spotting  and 
voice -activated  software. 

What's  going  on?  Have  Americans 
abandoned  the  cult  of 
youth?  "More  mature  char- 
acters bring  wisdom  and 
perspective,"  says  Lauren 
Flaherty,  IBM's  director  of 
worldwide  advertising. 

Saks  Fifth  Avenue's  cata- 
logs, which  almost  never 

Maturity  sells  Clinique  (right) 
and  Quaker  Oats 
These  days  wrinkles 
connote  credibility. 


used  models  over  25,  now  have  wom- 
en with  wrinkles  and  men  with  gray  or 
balding  heads.  One  of  the  new  Saks 
"stars"  is  Carmen,  a  sleek,  silver- 
maned  65 -year-old  Ford  model  who 
pushes  the  department's  private-label 
clothing  for  the  chain.  "Five  years  ago 
we  would  sandblast  the  photographs 
so  the  models  practically  looked  plas- 
tic," says  Michael  Matthews,  Saks' 
creative  director.  "Now  we  leave  ev- 
erything in." 

It  has  finally  dawned  on  Madison 
Avenue,  and  on  marketing  people  in 


fifty 


'This  is  when  dedication  to  good  skin  care 
pays  oft  Healthy-looking  skin  is  the  biggest  asset 
an  over-50  woman  can  have'  <«.•»■»»«■ 


general,  that  they  ought  to  follow  the 
green — which  is  all  too  quickly  going 
gray.  For  a  long  time  marketing  peo- 
ple were  so  obsessed  with  the  18-to- 
35  demographic  group  that  they 
didn't  use  older  models.  "They  were 
afraid  of  contaminating  their  youth 
market,"  says  Ken  Dychtwald,  who 
heads  Age  Wave,  an  Emeryville, 
Calif. -based  marketing  firm. 

"As  we  all  know,  the  boomers  are 
starting  to  hit  50,"  says  James  Copa- 
cino,  a  creative  director  at  the 
McCann-Erickson  advertising  agen- 
cy, "which  creates  this  enormous 
mass  of  people  who  are  reevaluating 
the  youth  culture." 

"The  rule  of  thumb  was  that  older 
adults  saw  themselves  as  ten  years 
younger,"  says  Lillian  Maresch,  of 


Carmen  selling  Saks 
Now  gray  is  glamorous. 


marketing  consultant  Generation  In- 
sights. But  no  longer.  "Many  people 
over  50  have  come  to  terms  with  the 
way  they  look,"  says  Maresch. 

Here's  how  it  looks  to  Eva  Lesko, 
executive  director  of  public  relations 
at  Clinique  Laboratories:  "Our  older 
customers  told  us  they  were  tired  of 
looking  at  models  who  were  teen- 
agers, kids  they  couldn't  identify 
with."  These  days  Clinique  never  re- 
touches its  models'  wrinkles.  "If  we 
use  a  woman  who  is  60  you  will  look 
at  her  and  know  she  is  60,"  she  says. 

In  recent  ads  Compaq  Computer 
has  two  60-plus  grandmotherly  ac- 
tresses using  their  computers  to  fax 
recipes  back  and  forth.  Don't  these  ads 
turn  off  younger  people?  Apparently 
not.  In  focus  groups,  the  characters 
got  very  high  "likability  quotients." 
Says  Jim  Garrity,  Compaq's  vice  presi- 
dent of  communications:  "They  ap- 
peal to  all  market  segments." 

"When  we  did  focus  groups  asking 
young  people  who  they  thought  was 
cool,  they  were  picking  Sean  Conner)' 
over  Kurt  Cobain,"  says  Man-  Lou 
Sack,  head  of  corporate  advertising  at 
Prudential  Insurance.  "The  image  of 
age  is  changing." 

"After  all,"  says  Howard  Liszt, 
chief  executive  of  Campbell  Mithun 
Est)',  an  advertising  agency,  "Mick 
Jagger  is  52  and  a  grandfather."  H 
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IDhy  settle  for  a  hotel  that  just 
remembers  your  name,  when  you  can  stay  at  a 
hotel  that  remembers  your  needs? 


Here,  we  don't  merely  cater 
to  your  needs,  we  anticipate  them. 
We  have  systems  in  place  that  allow 
us  to  remember  your  individual 
preferences  after  you've  stayed 
with  us.  So  the  next  time,  you  won't 
have  to  ask. 

In  fact,  you  can  count  on  our 
efficient  staff  to  stay  one  step  ahead. 

Call  your  travel  professional  or 


The  Ritz-Carlton  at  800-241-3333 
for  reservations  and  information. 
And  discover  a  hotel  that  offers  you 
more  than  [ust  a  greeting. 

We're  also  proud  to  offer  AT&T 
In-room  Long  Distance  Service  at 
most  locations  a  _, 

EEjEAT&T 

for  your  AT&T      ™  YourTrue  Choice 

Calling  Card,  AT&T  Universal  Card 
and  operator-assisted  calls. 


The  Ritz-Carlton' 


Ijnfd  ■  Bdrcelond  ■  Boston  ■  Buckkedd 
iladelphid  ■  Phoenix  ■  Sdn  Francisco 


Cleveldnd  -  Dearborn  •  Double  Bay  ■  Hong  Kong  ■  Houston  ■  Huntington  Hotel  ■  Kansas  City  ■ 
Seoul  ■  Singapore  •  St  Louis  ■  Sydney  •  Tysons  Comer  ■  Washington,  D  C  ■  1996   Bdli  •   199  7. 
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EMC  Corp.  whipped  IBM  in  data  storage  with  its 
RAID  innovation.  What  does  it  do  for  an  encore? 

When  it  will  be 
smart  to  be  dumb 


By  Josh  McHugh 

Michael  Ruettgers  crosses  one 
black  cowboy  boot  over  the  other, 
leans  back  in  his  chair  and  remem- 
bers the  bad  old  days  with  the  satis- 
fied air  of  the  victor:  Six  years  ago  his 
EMC  Corp.  was  fielding  a  lot  of  com- 
plaints about  his  company's  sales  tac- 
tics. "They'd  say:  'Your  guys  are  too 
aggressive.  They  went  over  my 
head,'  "  emc's  chief  executive  recalls. 

They  had  to  be  aggressive.  At  the 
time,  emc's  sales  were  $190  million, 
and  IBM  owned  75%  of  the  main- 
frame data  storage  market  where 
EMC  was  trying  to  compete.  The 
aggressive  sales  tactics  paid  off: 
Today  EMC,  headquartered  in 
Hopkinton,  Mass.,  holds  41%  of  the 
market  with  those  same  machines, 
which  store  and  retrieve  huge 
amounts  of  information.  That  trans- 
lates into  sales  of  $1.9  billion.  IBM's 
once  dominant  market  share  has 
shrunk  to  35%. 

But  emc's  hard-nosed  sales  tactics 
were  only  part  of  the  reason.  More 
important,  EMC  pounced  on  a  data 
storage  scheme  hatched  in  the  late 
1980s  by  scientists  at  Berkeley.  They 
proposed  replacing  IBM's  standard 
hubcap-size  storage  disks  with  clus- 
ters of  far  cheaper  5/4-inch  disks — the 
same  kind  used  in  ordinary  PCs. 

The  small,  cheap  disks  aren't  as 
reliable  as  the  big,  expensive  ones. 
But  that  disadvantage  can  be  over- 
come. With  clever  programming,  the 
disk  controller  can  deposit  data  in 
duplicate  on  different  disks  within 
the  cluster.  It  can  also  parcel  out  a 
given  clump  of  data  into  bite-size 
pieces;  when  it's  time  to  retrieve  the 
data,  several  of  the  small  disks  swing 
into  action  at  once,  speeding  up  the 
process.  Engineers  call  this  design 
redundant  arrays  of  independent  (or 


EMC's  Michael 
Ruettgers 
IBM  isn't  a  soft 
target  anymore. 


inexpensive)  disks,  or  RAID.  The 
result  is  a  storage  machine  radically 
smaller,  cheaper  and  faster  than  the 
hubcap,  and  every  bit  as  reliable. 
EMC  got  a  basic  raid  machine  on  the 
market  in  1990,  four  years  ahead  of 
IBM's  mainframe  entry. 

One  of  emc's  $3  million  storage 
boxes  is  the  size  of  two  Coke 
machines  side  by  side  and  can  store  a 
terabyte  of  data,  roughly  the  equiva- 
lent of  a  million  novels.  Who  needs 
to  store  that  much  information? 
Businesses  that  record  and  access 
millions  of  transactions  a  week,  such 
as  airlines,  telephone  companies, 
credit  card  companies  and  banks. 
Someday  much  smaller  businesses 
will  need  terabytes,  when  it  becomes 
commonplace  to  store  receipts, 
invoices,  order  forms  and  blueprints 
as  image  files. 

emc's  success  with  RAID  made  it 
into  a  Wall  Street  wonder,  taking  it 
from  $150  million  in  market  value  in 


1990  to  $6.4  billion  last  year.  Then 
doubts  began  to  set  in.  Investors 
remembered  the  data  storage  won- 
der boy  of  an  earlier  generation, 
Storage  Technology.  Worth  $1.2  bil- 
lion in  1982,  it  was  in  bankruptcy 
two  years  later.  That's  how  fast  the 
tide  turns  in  electronics. 

Now  it's  Mike  Ruettgers'  turn  to 
look  over  his  shoulder.  IBM  has  a 
competing  raid  machine  on  the 
market,  pricing  it  cheap  enough  to 
take  a  bite  out  of  emc's  growth. 
Worse  yet,  the  mainframe  storage 
market  has  matured  at  $4  billion, 
and  the  price  per  megabyte  of  stor- 
age is  falling  35%  to  40%  a  year. 

Does  this  spell  an  end  to  the  fat 
margins  EMC  has  lived  on  for  years? 
Quite  possibly,  yes. 

The  company  has  propped  up  its 
revenue  stream  for  the  immediate 
future  by  arranging  with  Hewlett- 
Packard  to  sell  EMC  storage  machines 
with  large  HP  computer  systems. 
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There's  a  similar  deal  with  AT&T's 
NCR,  and  the  recent  acquisition  of 
IBM  supplier  McData  should  also 
bolster  short-term  earnings.  But 
these  are  quick  fixes.  EMC  blew  IBM's 
doors  off  by  fielding  better  technol- 
ogy before  anyone  else,  and  that 
"before  anyone  else"  is  what  high 
profit  margins  are  made  of. 

EMC's  programmers  are  working  on 
a  machine  that  will  function  some- 
what like  the  "dumb"  computer  ter- 
minals of  yore.  Instead  of  relying  on  a 
CPU  of  its  own  to  communicate  with 
the  network,  the  "dumb"  storage 
machine  will  be  smart  enough  to 
store  and  fetch  data  all  by  itself  while 
attached  direcdy  to  the  network. 

By  eliminating  the  middleman  CPU, 
EMC  thinks  it  can  speed  up  the  trans- 
action. The  new  machine  can  pump 
out  files  over  a  crowded  network  60% 
faster  than  the  quickest  CPU-bound 
server,  the  company  claims.  The 
dumb  storage  machine  goes  hand-in- 
hand  with  the  view,  most  loudly 
espoused  by  Oracle's  Lawrence 
Ellison,  that  the  network  itself,  not 
desktop  computers,  will  soon  be  the 
seat  of  computing  power.  If  Ellison's 
call  for  a  $500  Internet  appliance  suc- 
ceeds in  pushing  storage  off  the 
world's  desktops,  storage  will  be 
pushed  back  into  centralized  reposi- 
tories of  the  sort  EMC  sells. 

EMC  is  racing  against  competitors 
to  offer  data  sharing,  which  would 
allow  the  storage  box  to  convert  files 
from  one  computer  format  to  anoth- 
er without  sending  it  out  to  a  CPU 
for  translation.  An  airline's  market- 
ing department  would  be  able  to 
analyze  ongoing  ticket  sales  without 
disrupting  the  flow  of  reservation 
transactions. 

Ruettgers  says  he  will  offer  net- 
work-attached storage  and  some 
form  of  data  sharing  by  the  end  of 
this  year,  beating  the  crowd.  But 
IBM,  Hitachi  and  a  revived  Storage 
Technology,  early  losers  in  the  RAID 
race,  are  getting  their  acts  together. 
Tiny  Encore  Computer  Corp.,  of 
Fort  Lauderdale,  Fla.,  has  already 
shown  analysts  a  working  version  of 
data  sharing.  EMC  won't  have  a  four- 
year  head  start  on  the  competition 
this  time.  If  it  slips  in  getting  its  new 
technology  to  market,  investors 
won't  be  so  keen  to  price  EMC  shares 
at      times  revenues.  EM 


How  do  you  lure  TV  watchers  onto  the  Internet? 
U.S.  computer  companies  may  think  they  have 
an  edge  here,  but  the  Japanese  are  going 
to  give  them  a  run  for  their  money. 

Getting  granny 
to  surf  the  Net 


By  Neil  Weinberg 

Reams  have  been  written  about 
the  pending  merger  between  the  TV 
and  the  personal  computer,  but  little 
has  happened.  Here  and  abroad  a 
relatively  small  subculture  of  young, 
mostly  male  and  mosdy  technically 
oriented  people  prowl  cyberspace, 
while  nearly  everybody  else  sits  and 
stares  passively  into  the  tube. 

While  30%  of  U.S.  homes  are  now 
equipped  with  PCs,  average  daily 
usage  is  only  a  fraction  of  the  TV's.  In 
Japan,  only  12%  of  homes  have  PCs. 

But  this  is  not  to  say  that  the  mar- 
riage won't  happen.  TVs  capable  of 
tuning  in  to  the  Internet  will  be  on 
the  market  in  Japan  later  this  year  for 
as  little  as  $300  more  than  standard 
sets,  according  to  Masami  Fujino,  an 
electronics  analyst  with  Jardine 
Fleming  Securities  in  Tokyo.  "There 
are  lots  of  middle-aged  people  who 
don't  want  to  spend  $2,000  for  a  per- 
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sonal  computer  and  don't  need  fancy 
features  like  spreadsheets,  but  might 
easily  spend  an  extra  few  hundred  dol- 
lars on  a  TV  to  get  on-line,"  she  says. 
Once  there,  they  could  send  E-mail  to 
their  grandkids  or  check  out  services 
tailored  to  the  nontechnical,  TV-surf- 
ing masses,  such  as  local  classified  ads. 

Even  as  Oracle's  Lawrence  Ellison 
proselytizes  equipment  makers  to 
build  $500  Internet  terminals  to  its 
own  software  standards,  Japanese 
electronics  firms  are  gearing  up  to 
marry  Internet  accessibility  with  an 
ordinary  TV  set. 

Mitsubishi  Electric,  maker  of  the 
world's  largest  cathode-ray-tube  TV 
set,  is  already  in  the  game.  It  is  making 
the  Atmark  computer  game  and  In- 
ternet terminal,  designed  to  be  played 
on  a  TV  set.  The  terminal  is  being  mar- 
keted by  Bandai  Co.,  the  Japanese 
electronic  game  and  toy  maker  of 
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It's  the  world  in  clearer  focus. 
It's  the  source  for  understanding. 
It's  a  concise  read  on  issues. 
It's  the  color  of  News. 


You  can  learn  more  with  fewer  words... as  long  as  they're  the  right  ones.  A  premise  shared  by  mill 
influential,  time-pressed  Americans  who  consider  USA  TODAY  a  vital  source  for  relevant  news. 
In  fact,  nearly  6  million*  of  them  rely  on  its  concise  editing,  clear  format,  and  latest  close  in  print  tci 
them  better  informed  on  News,  Money,  Sports  and  Life. 

Discover  for  yourself  why  blue,  green,  red  and  purple  are  prime  colors  for  success. 

For  more  information  call  Carolyn  Vesper, 

Senior  Vice  President /Associate  Publisher  at  (703)  276-5903. 

*1995  Simmons 


It's  every  score. 

It's  every  stat. 

It's  every  story. 

It's  the  color  of  Sports. 

Every  day. 


Ifs  Tinseltown. 
It's  hometown. 
\'s  emerging  trends  in  education. 
It's  the  picture  of  good  health. 

It's  a  colorful  Life. 


TODAY  u 


COMPUTERS/COMMUNICATIONS 


Power  Rangers  fame.  Atmark  is  the 
first  device  built  around  Apple  Com- 
puter's new  stripped-down  Macin- 
tosh operating  system  known  as  Pip- 
pin, and  it  includes  a  VCR-size  ecu 
tral  processing  unit  along  with  a 
hand-held  control.  With  it,  the 
computer-illiterate  can  play  elec- 
tronic games  and  surf  the  Internet 
by  simply  hooking  into  standard  rv 
and  phone  lines.  Bandai  started 
selling  the  Pippin  Atmark  in  Japan 
in  March  for  $620  and  will  offer  it 
in  the  U.S.  this  fall.  It  hopes  to  sell 
500,000  the  first  year. 

Mitsubishi  isn't  planning  to  stop 
there.  It  is  readying  a  29-inch  TV  that 
will  allow  users  to  tap  into  the  Inter- 


net, dow  nload  files  and  send  and  re- 
ceive E-mail  via  local  access  providers, 
just  as  PC  buffs  do,  but  with  much 
more  ease  of  operation. 

With  the  Mitsubishi  Internet  ac- 
cess, users  will  simply  point  a  remote 
control  "air  mouse1'1  at  their  TV 
screens  and  click  aw  ay  at  a  simulated 
keyboard.  If  you  can  use  a  zapper,  you 
w  ill  be  able  to  use  the  new  remote.  A 
keyboard  is  also  planned  for  data- 
heavy  surfing. 

Mitsubishi  is  not  alone  in  its  ambi- 
tion to  turn  TVs  from  passive  viewing 
devices  into  more  versatile  entertain- 
ment and  computing  machines.  Late- 
last  year  Sony  and  Toshiba  both 
launched  large-screen  TVs  capable  of 


displaying  both  TV  and  computer  im- 
ages. That's  a  lot  more  complicatec 
than  it  sounds.  The  long-standing  TV 
standard  was  designed  to  display  fast- 
moving  images  clearly  and  give  a 
sense  of  depth.  Computers  use  a  very 
different  system  optimized  for  de- 
tailed, nonflickering  data. 

Victor  Co.  of  Japan,  a.k.a.  [VC,  has! 
been  on  the  market  since  December 
with  what  it  says  is  the  world's  first 
display  that  can  simultaneously  show 
computer  and  TV  images  on  a  split 
screen.  Who  would  want  one?  Well,  a 
horse  racing  enthusiast  could  watch  a 
live  race  on  the  right  side  of  the  screen 
and  on-line  wagering  information  on 
the  left.  At  $3,600,  the  TV  carries  a 
hefty  $950  premium  over  jve's  fanci- 
est set,  and  the  computer  image  suf- 
fers from  poor  focus  when  side-by- 
side  with  the  TV  image.  But  JVC,  an 
affiliate  of  Matsushita,  thinks  more 
uses  will  emerge  and  that  the  price  will 
drop  while  the  image  improves.  Saysi 
jvc  spokesman  Toshiya  Ogata:  "Fu- 
ture TVs  are  going  to  handle  a  lot  m<  >rc 
media,  and  right  now  the  industry  is) 
considering  many  possibilities,  in- 
cluding Internet  connections.'''' 

"It's  a  clever  idea  to  come  at  people 
with  a  product  they're  familiar  w  ith, 
and  to  get  beyond  the  PC's  unfriendly 
image,'"  says  Merrill  Lynch  Tokyo 
analyst  Joseph  Osha.  But  Osha  warns 
that  there  may  not  be  that  much  on 
the  Internet  that  will  interest  ordinary 
viewers.  "The  question  with  TV 
watchers  is  after  looking  at  Eden  Ma- 
trix [a  popular  Web  site]  and  dim 
pictures  [on  the  Internet]  how  much 
interest  they  will  have." 

Sony,  already  big  in  silicon  chips, 
computer  monitors  and  TV  sets  and 
soon  to  begin  making  PCs  with  Intel, 
aims  to  become  a  significant  player  in 
the  computer  business,  as  the  comput- 
er marries  the  TV.  It's  already  working 
on  an  operating  svstem  designed  to  lei 
computers,  TVs,  camcorders  and  othei 
devices  work  together. 

Japanese  firms  dominate  in  the 
manufacture  of  electronic  entertain 
ment  products:  TVs,  VCRS  and  video 
games.  The  U.S.  is  way  ahead  ir 
personal  computers.  It  isn't  clear  ye 
where  the  winners  will  be  as  these 
two  electronic  worlds  converge,  bin 
the  race  to  lure  the  couch  potatc 
onto  the  Internet  w  ill  provide  some 
early  indications.  ■ 


PC-TV 


NetTV's  PC-TV 
A  Pentium-based 
big-screen  TV  lets 
you  do  more  than 
just  surf  the  Net. 
But  it  costs 
about  $3,000. 


You  COULD  turn  a  TV  into 
a  computer,  or  you  could 
turn  a  computer  into  a  TV. 
The  latter  approach  tends  to 
be  favored  on  this  side  of 
the  Pacific. 

"You  need  the  PC,"  ar- 
gues Carl  Stork,  Micro- 
soft's director  of  Win- 
dows platforms.  "Televi- 
sion resolution  isn't  even 
good  enough  to  read  text 
from  the  Internet." 

Gateway  2000  will  start 
shipping  its  telecomputer 
out  this  month.  For 
$3,500  you  can  get  a  100- 
megahertz  Pentium  com- 
puter attached  to  a  31 -inch 


screen  housing  a  cadiode- 
ray  tube  made  by  Mitsu- 
bishi. Inside  the  computer 
is  circuitry  that  will  translate 
conventional  TV  signals 
into  a  crisp  image  in  the  Su- 
per VGA  format  standard 
on  computers.  Nerrv, 
a  San  Rafael,  Calif,  startup, 
will  offer  a  similar  appliance. 

These  telecomputers 
are  designed  for  the  sofa 
set — they  come  with 
cordless  keyboard  and 
mouse.  You  may  be  able 
to  add  a  Digital  Video  Disk 
reader  when  that  periph- 
eral comes  out  later  this 
year.  The  4.7-gigabyte 
DVD  will  cany  both  movies 
and  computer  games. 

Microsoft  is  working 
with  DirecTV,  the  satellite 
service,  to  come  up  with  a 
digital  video  decoder  that 
can  be  integrated  into  a 
Windows  95  PC.  Then,  Di- 
recTV subscribers  will  be 
able  to  use  their  computers 
to  tune  in  to  movies, 
sports  events  and  MTV. 

Intel  is  developing  In- 
tercast, a  technology  that 
will  let  you  watch  TV  on 
your  computer  while  receiv- 
ing associated  data  from 
Web  sites.  You  could  watch 
a  game  while  getting  base- 
ball statistics,  for  instance. 
-NlKHII.  HUTHEESING  ■■ 
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Today,  the  question  is  bow  do  you 
best  orchestrate  your  local  and 
wide  area  networks  to  maximize 
your  investment  and  be  more  com- 
petitive? How  do  you  get  different 
networking  products from  multiple 
vendors  to  play  in  harmony?  And 
where  can  you  get  an  objective 
perspective  for full  network  support? 
From  structured  cabling  systems 
and  active  LAN  and  WAN  data 
management  to  design,  sourcing 
and  maintenance  services? 

WATCH  OUT  FOR  ADVICE 
THAT  PLAYS  HAVOC  WITH 
YOUR  NETWORK. 

Anixter.  Nobody  knows  net- 
working like  we  do.  Because 
we  partner  with  all  the  leading 
suppliers,  we're  not  tied  to  single- 
vendor  solutions.  Through  our 
network  integration  service,  we'll 
help  you  design,  implement  and 
support  your  network  so  you're 
free  to  focus  on  applications  and 
future  planning.  For  productive 
solutions  to  keep  your  network  in 
tune  with  your  business  demands, 
listen  to  Anixter. 

1  -  800-ANIXTER 

http://www.anixter.com 


ANIXftt 


1-995.  Anixter  Inc. 


An  AS/400®  Advanced  Series  Solution 


Behind  Bill  Downs' 
success  in  keeping  Earth 
safe  from  alien  life -forms 


and  the  ability 
to  add  more  power  at  a 
moment  s  notice. 


He  was  also  the  first  to  see  that 
AS/400  Advanced  Series  could  do 
all  this  with  lower  administrative 
costs  than  other  platforms. 


When  your  business  grows  from  zero 
dollars  to  a  billion  dollars  in  five  years, 
choosing  a  client/server  system  that  can 
keep  up  with  the  growth  is  pretty  important. 

W  hich  is  what  Hill  Downs  of  Sega  has 
found  with  AS/400  Advanced  Series. 

"In  fire  years,  we  probably  would  hare 
had  two  or  three  different  business  systems  if 
ire  had  started  with  something  that  didn't 
scale  as  easily  as  AS/400."  says  Hill.  "None 
of  us  had  the  idea  we  would  grow  as  fast 
as  we  did. " 

Bill  has  his  tS/400  idvanced  Series 
running  the  entire  business.  He's  using  it 
to  process  orders  and  schedule  delivery  to 
20,000  retail  stores  overnight.  He  has  his 
company's  PCs,  Macs  and  Silicon  Graphics 
workstations  running  off  it.  And  his 
tS/400  Advanced  Series  does  all  this  with 
a  technology  budget  of  less  than  two-tenths 
of  one  percent  of  revenue,  and  with  minimal 
support  staff 

If  you'd  like  to  see  how  you  can 
manage  business  growth  at  lower  cost  with 
AS/400  Advanced  Series,  call  us  at 
I  800  IBM-3333,  ext.  B  1 154.  Or  visit  our 
home  page  at  http://www.as  W0.ibm.com 
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Four  things  to  ask 
your  Webmaster 


BY  GUY  KAWASAKI 


Guy  Kawasaki  is  an 
Apple  fellow  and 
author  of  How  to 
Drive  Your  Competition 
Crazy. 


To  Web  or  not  to  Web,  that  is  no  longer 
the  question.  Companies  are  adding  500  Web 
sites  a  day  to  the  morass  of  the  Internet.  Some 
people  and  companies  love  this.  They  sell 
Internet  hardware,  Internet  software,  Internet 
access  or  Internet  consulting. 

I've  noticed  that  business  executives,  not 
wanting  to  show  their  Luddite  core,  have 
abdicated  implementation  of  their  companies' 
Web  pages  to  geeks  they  rent  or  own.  "Get  us 
a  Web  site!"  they  say,  because  they  saw  Mark 
Bunting  on  United  Airlines.  This  is  like  saying 
to  your  spouse,  "Get  our  house  renovated!" 
because  you  saw  a  cool  kitchen  in  Architectur- 
al Digest.  Before  getting  carried  away,  I  sug- 
gest going  over  your  Web  site  now  while 
asking  yourself  these  questions  and  maintain- 
ing a  healthy  quantity  of  skepticism: 

1 .  How  long  does  it  take  for  people  to  see 
your  Web  pages?  An  old  advertising  agency 
trick  is  to  show  a  client  a  2 -minute  television 
spot  and  then  run  a  30-second  version.  The 
client  approves  the  long,  wonderful  version, 
and  customers  see  the  short,  cryptic  one. 

The  Web  equivalent  of  this  trick  is  to  show 
a  Web  page  coming  off  an  ISDN  or  Tl  digital 
line  at  blistering  speeds.  Big,  rich  graphics 
come  ripping  onto  your  computer  screen 
during  the  demo.  But  to  see  it  the  way  many 
people  experience  your  Web  site,  connect  with 
a  9,600  baud  modem  via  an  analog  telephone 
line  and  bring  a  good  book  to  read. 

2.  How  much  of  your  Web  site  frequently 
changes?  Is  it  like  your  home  videotape 
library,  which  collects  dust  because  your  copy 
of  Dumb  and  Dumber hasn't  changed  any 
since  the  last  time  you  saw  the  movie?  Unfor- 
tunately, this  describes  many  Web  pages:  They 
dazzle  you  the  first  time,  but  there's  little 
reason  to  return  to  them. 

A  good  Web  site  is  a  process,  not  an  event. 
This  is  why  it's  very  dangerous  to  have  graph- 
ics designers  create  your  Web  site:  They're 
used  to  handling  glossy  brochures  and  print 
ads  that  never  change.  Ideally,  every  day  there 
should  be  new  content  that  draws  people 
back.  True,  some  Web  sites  have  an  inherent 
advantage  here — for  example,  Scott  Adams 
can  upload  a  new  Dilbert  cartoon  every  day  to 
i     United  Media  site — so  these  companies 
haw  it  easy  but  this  doesn't  justify  a  laid-in- 
granitc  approach. 


3.  How  useful  (as  opposed  to  cool)  is  your 
Web  site?  Even  if  you're  not  funny,  there  are 
ways  to  encourage  revisits.  One  potent 
method  is  to  replace  other  forms  of  customer 
contact — for  example,  enabling  people  to 
track  the  shipment  of  their  packages,  see  what 
seats  are  available  on  an  airplane  or  check  their 
account  balance. 

There's  a  good  payoff  in  these  cases  because 
it's  probably  cheaper  to  provide  this  type  of 
information  via  the  Internet  than  via  humans 
staffing  800  lines.  There's  also  a  class  of  nerd 
like  me  that  would  rather  get  this  information 
off  the  Internet  than  speak  to  a  human,  just 
because  it  can  be  done. 

4.  How  transparent  is  your  Web  site?  I've 
been  to  many  Web  sites  where  I  know  that 
the  information  I'm  seeking  is  there,  but  I 
simply  could  not  find  it.  What  makes  Web 
sites  unfathomable?  The  offending  features 
are  three. 

Icons.  Do  you  ever  go  crazy  trying  to  figure 
out  Interstate  highway  signs  on  which  plain 
English  has  been  replaced  with  stick  figures 
doing  cryptic  things?  Sometimes,  heretical  as 
this  may  seem,  text  is  better  than  graphics. 

Vertigo.  This  occurs  when  your  Web  site  is 
so  deep  that  it  forces  people  to  drill  down 
page  after  page  after  page.  Two  things  to  keep 
in  mind:  There's  no  such  thing  as  too  flat  a 
Web  site,  and  it's  easier  to  scroll  a  home  page 
than  click  on  button  after  button  after  button. 
I  swear  some  companies  should  provide 
bungee  cords  for  people  visiting  their  sites. 

Geocentrism.  This  is  when  you  assume  that 
the  whole  world  revolves  around  your  compa- 

How  useful  (as  opposed  to  cool) 
is  your  Web  site.5 

ny.  You  take  it  for  granted  that  your  cus- 
tomers know  your  in-house  jargon  for  the 
most  basic  of  things  and  know  your  compa- 
ny's organizational  chart. 

Example:  You  bury  your  price  lists  in  a  hier- 
archy like:  Sales  and  Marketing;  United  States; 
Product  Information;  Current  Products;  Price 
Lists.  For  crying  out  loud,  this  is  one  of  the 
most  common  reasons  for  coming  to  your 
Web  site.  Put  "Price  Lists"  at  the  top  where  it 
belongs. 

Please  don't  tell  your  Webmaster  you  heard 
this  from  me.  I  get  enough  E-mail  already.  M 
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THE  WORLD'S 
LEADING  HIGH- 
TECH COMPANIES 

KEEP  COMING 
UPWITHTHE 

SAME  ANSWER: 
VIRGINIA. 

Motorola  studied  over  300  possible  locations  for  more  science  and  engineering  graduate  students  than  that  hasn't  increased  since  1972.  So  it's  not  surprising 

ir  newest  semiconductor  plant.  Toshiba  and  IBM  just  about  any  other  Southeastern  state.  Mass  production  that  over  4,700  other  high-tech  establishments,  from 

ught  long  and  hard  about  where  to  locate  their  first  requires  access  to  mass  markets.  Virginia  is  within  750  American  (Mine  to  Nippon  Electric,  have  already 

it  venture  outside  Japan.  Within  months  of  each  miles  of  60%  of  America's  customers.  All  companies  need  reached  the  same  conclusion:  If  a  r&r*  ■  ii  i  ■ 

;r  they  chose  Virginia.  High-technology  manufacturing  pro-business,  fiscally  responsible  government.  Virginia  When  you  input  the  right  data,  W I  liy  I  11 1 A 

lands  skilled,  educated  employees,  and  Virginia  has  has  a  AAA  bond  rating  and  a  corporate  income  tax  rate  you  always  get  the  right  answer.  The  Bottom  Line  State 


For  more  information,  contact  Wayne  Sterling,  CED,  Director,  Virginia  Department  of  Economic  Development,  P.O.  Box  798,  Richmond,  Virginia,  23218-0798,  telephone  804-37I-8202,  fox  804-786-II2I. 
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Bio  buys,  part  II 


BY  MICHAEL  GIANTURCO 


Michael  Gianturco  is 
president  of  The 
Princeton  Portfolios, 
a  New  York  asset 
management  firm 
specializing  in 
technology  stocks. 


The  ECONOMY  is  weakening,  possibly  going 
into  recession.  Recommendation:  Buy 
biotechnology  stocks. 

Some  technology  stocks  anticipate  the  busi- 
ness cycle.  Semiconductor  stocks,  for  exam- 
ple, rally  when  a  recession  is  still  under  way, 
anticipating  the  coming  expansion.  Biotech 
stocks,  in  contrast,  are  the  chrysanthemums 
of  the  sector,  blooming  when  the  expansion  is 
all  but  over.  Why  should  they  look  particular- 
ly good  when  times  are  bad?  Because  pharma- 
ceuticals are  defensive.  These  companies  are 
not  exempt  from  the  business  cycle,  but  they 
are  less  influenced  by  it  than  vendors  of  soft- 
ware and  electronic  gear.  Good  medicines  sell 
regardless  of  what  the  economy  is  doing. 

So,  if  you  think  the  economy  is  deteriorat- 
ing or  you  don't  know  what  it  is  going  to  do 
and  don't  feel  like  betting  on  it,  focus  your 
tech  sector  bets  on  the  biotechs. 

More  than  250  biotechnology  companies 
are  public.  But  the  vast  majority  of  these  are 
still  in  the  development  stage.  When  you  buy 
one  of  these,  you  are  buying  a  research  opera- 
tion and  a  pile  of  losses,  not  a  going  business. 
Unless  you  know  a  lot  about  the  science 
behind  these  companies — say,  drug  delivery 
systems  and  genetic  anticode  technology  in 
the  case  of  Genta,  Inc.,  or  lipoprotein  bio- 
chemistry in  the  case  of  Cholestech — you 
probably  are  better  off  sticking  to  the  handful 
of  less  intriguing  but  better-established 
biotechnology  firms. 

I  would  put  five  firms  in  the  biotech  blue- 
chip  category:  Amgen,  Biogen  (recommend- 
ed here  Apr.  8),  Chiron,  Genzyme  and 
Genentech.  (I  have  been  buying  all  five  for 
clients.)  All  have  product  sales  or  royalty  rev- 
enues. All  have  market  capitalizations  above 
$1  billion,  making  them  fairly  liquid. 

Biotechnology  works.  Someday  it 
might  help  patients  with  Alzheimer's 
or  Parkinson's  disease. 


Amgen,  in  Thousand  Oaks,  Calif,  has  a 
profit  margin  that  Merck  or  Lilly  could  envy. 
Last  year  it  netted  $538  million,  or  $1.92  a 
share,  on  revenue  of  $1.9  billion.  Its  two 
blockbusters  are  Epogen  (erythropoietin),  a 
protein  that  stimulates  the  production  of  red 
blood  cells,  and  Neupogen,  a  protein  that 
stimulates  the  production  of  the  immune  sys- 


tem's white  cells.  Epogen  is  especially  helpful 
to  patients  with  kidney  disease,  since  artificial 
kidney  machines  destroy  many  red  blood 
cells.  Neupogen  is  primarily  a  drug  for 
patients  whose  immune  systems  have  been 
weakened,  for  example,  by  cancer  therapy. 

There  could  be  more  blockbusters  in  the 
pipeline:  Amgen's  scientists  are  looking  at 
drugs  to  treat  Alzheimer's,  Parkinson's  and 
obesity.  Amgen  recently  licensed  from  a  start- 
up biotech  outfit  the  right  to  make  and  sell  a 
drug  to  treat  a  hormonal  disorder  called 
hyperparathyroidism . 

At  a  recent  55,  Amgen  is  trading  at  29 
times  trailing  earnings.  Buy  the  stock  at  this 
price  or  better. 

When  I  plugged  Biogen  in  this  space  a 
month  ago,  I  put  a  complicated  limit  on  the 
price:  Don't  buy  until  the  Pacific  Stock 
Exchange  technology  index  closes  below  190. 
The  index  is  now  201  and  is  still  trending 
lower.  Forget  the  limit.  Just  buy  the  stock, 
which  recently  closed  at  60. 

Chiron  of  Emeryville,  Calif,  had  revenues 
last  year  of  $1.1  billion,  more  than  double 
the  prior  year's  revenues.  It  lost  $512  million. 
The  loss  is  nonrecurring  and  includes  a  write- 
off of  purchased  technologies  and  costs  relat- 
ed to  transactions  with  Ciba,  which  owns  49% 
of  Chiron's  stock.  The  company  should  earn 
$1.30  in  1996.  Its  BetaSeron  product  is  chal- 
lenged by  Biogen's  new  Avonex,  but  Chiron 
is  technically  diverse  and  probably  will  make 
application  for  approval  on  seven  new  prod- 
ucts this  year.  A  buy  at  95  or  better. 

Genzyme  of  Cambridge,  Mass.  saw  its  stock 
take  a  tumble  recently  because  of  the  stinting 
praise  for  one  of  its  drugs  by  a  Food  &  Drug 
Administration  review  panel.  The  panel's 
judgment  may  mean  a  more  limited  market 
than  originally  expected  for  Genzyme 's  new 
surgical  product,  Seprafilm,  which  is  designed 
to  prevent  tissue  from  sticking  in  the  wrong 
places  during  healing.  The  disappointment  is 
now  reflected  in  the  price.  Established  prod- 
ucts include  two  enzymes  for  the  treatment  of 
Gaucher  disease.  Genzyme  should  earn  at 
least  $2.10  a  share  this  year.  A  buy  at  52. 

Genentech  in  South  San  Francisco  sells 
Activase  (tissue  plasminogen  activator),  a 
blood-clot  dissolver  for  heart  attack  and 
stroke  victims.  The  firm  last  year  netted  $146 
million,  $1.21  a  share,  on  revenue  of  $918 
million.  Roche  Holdings  controls  this  compa- 
ny and  might  buy  out  the  public's  stake 
someday.  A  buy  at  52.  IB 
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The  Convergence  Is  Coming 


■ 


The  Equivalent  of  Five  Conferences 
In  One  Place,  At  One  Time. 

June  17-19, 1996,  New  Orleans 

Ernest  N.  Mortal  Convention  Center 

■  ■       '        .  .  . 

►  Over  75  Track  Sessions  and  Workshops  Featuring 

•George  Gilder-Forbes  ASAP  •  Scott  Kurnit-MCI/News 
•Ted  Leonsis-AOL  •  Mark  Kvamme-CKS/Group 
•Bob  Schmetterer-Messner  Vetere  •  Martin  Nisenholtz-The 
New  York  Times  •  Bruce  Judson-Time  Inc.  New  Media 
•Bob  Greenberg-R/GA  Digital  Studios  •  Greg  Moyer-The 
Discovery  Channel 


Hundreds  of  Cutting-Edge  Exhibits 


Managed  by: 

Production  Group  International 
2200  Wilson  Blvd.  •  Suite  200 
Arlington.  VA  22201 
C703)  528-8484 


The  Convergence  of  Technology  with 
Marketing  Communications  and  Advertising 

Will  You  Be  Here  to  Meet  It? 

For  More  Information  on  Attending,  Exhibiting  or  Sponsoring, 
Check  Out  Our  Web  Site  at 

http://www.ad-tech.com 

or  e-mail  skip@ad-tech.com 

or  call  800-535-1812 
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Bored  by  your  gym  workouts?  Make  them  more 
exciting.  Try  competitive  calisthenics. 

Virtual  racing 


By  David  C.  Churbuck 

Your  doctor  tells  you  to  exercise 
more,  but  you  can't  get  motivated. 
Lonely  sessions  on  a  NordicTrack  and 
a  StairMaster  leave  you  bored.  Solu- 
tion: Turn  your  gym  w  orkout  into  a 
competition.  Some  new  electronic 
gadgets  make  it  possible  to  compete 
with  someone  across  the  country. 
What  you  need  is  a  rowing  machine 
with  a  well-calibrated  ergometer 
attached. 

Take  it  from  someone  who  has 
tried  this  gimmick:  It  works.  Since  I 
got  my  rowing  machine  last  tall  I've 
lost  35  pounds,  and  I  still  exercise  on 
it  religiously  for  30  minutes  each 
morning. 

What  keeps  me  going?  James  Rei- 
chert,  a  33-year-old  manufacturer  of 
Korean  food  who  lives  and  works  in 
Mt.  Kisco,  N.Y. 

Reichert  is  four  years  younger  than 
I  and  more  muscular.  In  the  30- 
minute  race  he  can  go  9,078  meters, 
to  my  8,417.  I  have  never  met  him, 
but  I  know  his  score  from  a  list  pub- 
lished annually  by  Concept  II  ofMor- 
risville,  Vt.,  the  manufacturer  of  my 
Concept  II  Indoor  Row  er. 

The  annual  world  ranking  lists  the 
results  of  14,000  indoor  rowers,  or- 
ganized by  age,  weight,  sex  and  dis- 
tance rowed.  For  example,  in  last 
year's  30-to-39  age  group,  there  were 
1,228  competitors  for  2  kilometers, 
and  239  listings  for  the  half-hour 
category. 

The  secret  of  the  Concept  IPs  ap- 
plicability to  competition  is  the  per- 
formance monitor  atop  the  machine's 
flywheel.  It's  a  small  computer  that 
calculates  your  power  output  in  watts. 
It  does  that  by  calculating  how  much 
energy  you  deliver  to  the  flywheel 
with  each  stroke  of  your  "oar."  (The 
energy  is  dissipated  w  ith  a  fanblade.) 
Many  other  brands  of  exercise  ma- 
chines display  output  in  some  fash- 
ion, but  none  of  the  ones  I've  scon 
come  close  to  the  Concept  II  in 


calibration. 

Once  the  computer  knows  your 
watts  of  pow  er,  it  can  easily  calculate 
other  measures  of  performance.  Mul- 
tiply average  power  by  time  spent 
rowing  and  you  have  your  total  ener- 
gy output  in  watt-hours.  That,  in 


will  wire  it  right  into  your  persona 
computer.  With  that  device,  you  wil 
be  able  to  run  simulated  boat  races. 

The  idea  of  competing  on  ergome 
ters  w  as  born  in  the  winter  of  1982 
when  a  group  of  oarsmen  in  Cam 
bridge,  Mass.  w  ho  were  training  fo 
the  U.S.  national  team  decided  U 
break  up  the  monotony  of  their  win 
ter  training  regime.  They  raced  the 
machines  for  about  8  minutes  at  ; 
rapid  pace.  The  event  was  dubbct 
the  Crash-B  Sprints  (Charles  Rive 
All-Star  Has-Becns)  and  drew  8( 
participants. 

Crash-B  Sprints  still  takes  plad 
every  year  in  Cambridge.  Crash-? 
gives  me  a  goal  to  train  for — I  know 


The  World  Indoor  Rowing  Championships  in  Cambridge,  Mass. 
Rowing  against  1,400  people,  you  better  be  in  shape. 


turn,  can  be  converted,  using  a  fixed 
measure  of  how  hard  it  is  to  push  a 
racing  scull  up  the  Charles  River,  into 
total  distance  rowed. 

You're  doing  this  for  your  health, 
right?  The  machine  assumes  you  are 
25%  efficient  at  converting  food  into 
work,  and  thereby  arrives  at  an  esti- 
mate of  calories  burned  during  your 
session. 

All  this  engineering  makes  it  possi- 
ble to  race  an  opponent  w  ho's  work- 
ing out  at  a  different  time  or  place. 
You  can  race  by  mail  or  E-mail.  Re- 
sults of  the  World  Indoor  Rowing 
Championships  are  available  on  the 
World  Wide  Web  at  http:// 
world.std.com/  ~  gsk/crash-b.html. 

Concept  IPs  owners,  two  brothers 
who  got  master's  degrees  in  engineer- 
ing at  Stanford  and  started  rowing 
together  there,  say  that  within  the 
next  two  years  they  will  be  selling  an 
attachment  to  the  S750  rower  that 


that  on  Presidents'  Day  weekend  nexi 
February  I  will  be  up  at  the  gym  at 
Harvard  row  ing  against  1,400  other 
people,  and  I  had  better  get  in  shape. 
Other  indoor  row  ing  races  take  place 
in  New  York,  Atlanta  and  Tokyo.  Ye! 
making  an  appearance  in  person  isn't 
the  only  way  for  a  lone  indoor  rower 
to  compete. 

Ergometer  scores  are  a  hot  topic  ol 
discussion  on  the  Internet's  Usenet 
group  rec. sport. rowing.  There  one 
can  find  used  ergometers,  get  training 
tips'  for  the  Sprints  and  even  partici- 
pate in  impromptu  on-line  ergometer 
races  where  everyone  agrees  to  row 
2,000  meters  and  post  their  scores. 

In  March  I  inched  ahead  a  notch, 
clocking  8,511  meters.  Any  chance 
I'll  overtake  Reichert?  Probably  not. 
But  I'm  already  looking  forward  to 
turning  40,  because  then  I  move  into 
the  senior  category  and  can  take  on 
the  older  men.  I 
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**A  Computer  Industry  Standard 
Twelve  Industry  Leaders 
Agree  On  ■  |, 


-THE  COMPUTER  BOWL- 

Proudly  supported  by 

SPRINT 

INTEL  •  COMPUTERWORLD 

ACM  •  ADAPTEC  •  APPLE  COMPUTER 

COOPERS  &  LYBRAND 
KLEINER  PERKINS  CAU FIELD  &  BYERS 
NETWORK  GENERAL  •  POWERSOFT 
STRATUS  •  SYMANTEC 


Watch  in  total  awe  as  computer  industry 
stars  battle  it  out  in  a  grueling  test  of  wits, 
wisdom  and  trivia,  all  for  a  good  cause.* 


The  Computer  Bowl  is  taped 
for  broadcast  as  a  special  edition 
of  PBS'  "Computer  Chronicles," 
airing  the  week  of  June  3, 1996. 
Check  your  local  PBS  listings. 
*A11  proceeds  benefit  the  computer 
literacy  programs  of 
The  Computer  Museum. 


Sprint 

Presents  for  1996 


□  □□□ 


Co-sponsored  by 
The  Computer  Museum 


Call  now,  415-323-1909; 
browse  www.tcm.org; 
or  e-mail  bowl@tcm.org  for  ticket 
or  sponsorship  information. 
Sponsorship  and  seats  are  limited. 
May  17  at  the  Santa  Clara  (CA) 
Convention  Center  and  at  The 
Computer  Museum,  Boston. 


You  Could  Actually  Learn  Something 


THE  FUNDS 


Egg  basket  analysis 

What's  the  best  way  to  diversify 

your  fund  portfolio?  Some  new  software 

from  Value  Line  helps  you  find  out. 


By  Thomas  Easton 

Diversify.  Don't  put  all  your  eggs  in 
one  basket.  We  have  all  heard  the 
wisdom,  but  few  of  us  heed  it  in 
picking  mutual  funds.  People  who 
own  the  Fidelity  Contrafund,  say, 
may  branch  out  to  Fidelity  Growth 
&  Income  with  their  next  fund  pur- 
chase, thinking  they're  diversifying. 
They  aren't. 

In  the  statistical  scheme  of  things, 
these  are  two  peas  in  a  pod.  They 
may  both  prove  to  be  good  funds, 
but  the  likelihood  is  that  in  a  month 
when  one  goes  up,  the  other  will, 
too,  and  when  one  goes  down,  so 
will  the  other. 

So,  too,  with  almost  any  pair  of 
big-company  stock  hinds — Fidelity 
Magellan  and  Vanguard  Index  500, 
Fidelity  Destiny  I  and  Vanguard 
Windsor.  They  tend  to  track  pretty 
closely.  You  don't  accomplish  a  lot 
by  dividing  your  eggs  between  those 
two  baskets.  You  might  as  well  put 
all  your  money  in  the  one  blue-chip 
fund  you  like  the  most. 

So,  too,  any  two  long-term  do- 
mestic bond  hinds  are  likely  to  match 
each  other's  ups  and  downs  pretty 
well,  even  if  they  have  seemingly  dif- 
ferent objectives — one  junk  bonds 
and  the  other  Ginnie  Mae,  one  a 
Treasury  bond  fund  and  the  other  a 
corporate  hind. 

Surprisingly,  most  bond  funds 
have  in  recent  years  become  similar 
to  most  stock  funds  in  the  general 
timing  of  their  up  and  down  move- 
ments. Look  at  what  has  happened 
on  Wall  Street  recently.  Last  year 
interest  rates  went  down,  sending 
bond  funds  up  and  stock  funds  with 
them.  In  early  April  the  process 
reversed.  They  crashed  in  unison. 

If  you  want  true  diversity,  therefore, 
make  sure  you  spread  your  money 
among  funds  that  do  not  move  in 
lockstep  with  each  other.  The  Benham 


Treasury  Note  Fund  and  the  Lexing- 
ton Strategic  Silver  Fund  are  one  such 
pair.  When  inflation  perks  up,  so,  most 
of  the  time,  do  silver  prices  and  inter- 
est rates.  That  makes  the  T  note  fund 
do  badly  and  the  Silver  hind  do  well. 
The  reverse  is  also  true. 

Heartland  Value  Fund  and  mfs 
World  Governments-A  bond  hind  are 
another  intriguing  pair.  When  one 
zigs,  the  other  zags.  These  two  hinds 
are  not  mirror  opposites,  to  be 
sure,  but  they  really  do  travel  on 


different  wavelengths. 

Here's  yet  another  pair  of  funds 
that  "tend  to  veer  off  in  different 
directions:  gam  International  Fund 
and  Vanguard  GNMA  Fund. 

How  did  we  find  these  diversifica- 
tions? With  a  computer.  We  fed  it 
monthly  returns  since  1986  for  560 
hinds  and  asked  it  to  calculate,  for 
each  pair,  what  statisticians  call  the 
correlation  coefficient.  That's  a  mea- 
sure of  how  closely  two  data  series 
track  each  other. 
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If  you  want  to  apply  correlation- 
analysis  to  your  fund  portfolio,  try 
Fund  Analyzer,  recently  out  from 
Value  Line.  You  feed  the  program 
two  or  more  fund  names.  It  tells  you 
the  risk  and  return  of  each  fund  over 
the  past  ten  years,  as  well  as  the  risk 
and  return  of  a  blend  (see graphs). 

The  Value  Line  software  assumes 
that  you,  like  any  warm-blooded 
investor,  want  two  things  from  your 
portfolio:  high  return  and  low  risk. 
Alas,  you  usually  have  to  trade  one  of 
these  objectives  off  against  the  other. 
A  stock  fund  will  have  high  risk 
(high  volatility)  and  a  high  expected 
return.  A  short-term  bond  fund  will 
be  low  on  both  scores.  A  50/50 
blend  will  be  in  the  middle  on  both 
measures. 

You  don't  need  a  fancy  computer 
program  to  tell  you  how  large  a  posi- 
tion you  need  in  the  short  bond  fund 
to  blend  with  your  stock  hind.  It's  a 
matter  of  taste  for  risk.  The  short 
hind,  being  less  vulnerable  to  interest 
rate  changes,  is  the  less  volatile.  So 
throw  enough  of  it  into  your  mix  to 
enable  you  to  sleep  well  at  night.  You 
can  do  that  in  your  head  or  on  the 
back  of  an  old  charge  slip. 

But  that  won't  give  you  true 
diversity.  For  that  you  need  funds 
that  have  a  low  degree  of  correlation 
with  each  other.  Then  diversification 
really  pays.  The  return  of  a  50/50 
blend  lies  right  on  the  midpoint  of 
the  two  hinds'  returns,  but  their 
combined  risk  level  is  a  bit  lower 
than  an  average  of  the  two  funds' 
risk  levels. 

Look  at  the  Heartland  Value/MFS 
World  pair  in  the  lower-right  graph. 
The  returns  for  the  hinds  over  the 
past  ten  years  have  averaged  14.3% 
and  11.8%,  respectively.  A  blend 
would  have  earned  you  1 3%,  right  in 
the  middle.  But  the  risk  of  the  blend 
is  below  the  average  of  the  two 
hinds'  risk  measures. 

This,  graphically,  is  what  you  gain 
by  not  putting  all  your  eggs  in  one 
basket. 

The  Value  Line  software  cannot, 
at  present,  take  a  given  fund  and 
search  through  its  database  for  hinds 
that  have  low  correlations  with  that 
hind.  For  now,  you  have  to  hunt  and 
peck  for  a  good  combination.  But 
Value  Line  says  it  will  offer  the 
searching  feature  in  a  later  version  of 
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"Annualized  standard  deviation  calculated  over  ten  years. 
tCompound  annual  return  over  ten  years.  'Three  years. 
■  Fifty-fifty  blend  of  two  funds. 


Source:  Value  Line  Publishing,  Inc. 


Balancing  Funds.  Start  with  upper  left  and  go  clockwise.  FidelityContrafund  + 
Fidelity  Growth  &  Income:  Two  eggs,  one  basket.  Less  return,  less  risk. 
Gain  from  diversification?  Zilch.  Fidelity  Magellan  +  Fidelity  Ginnie  Mae: 
Just  a  small  gain  from  diversification.  Heartland  Value  +  MFS  World 
Governments-A:  Give  up  some  return,  but  see  the  risk  dramatically  decline. 
Lexington  Strategic  Silver  +  Benham  Treasury  Note:  Dramatic  diversification. 
When  one  wiggles,  the  other  waggles. 


the  software. 

The  software,  with  data  for  5,000 
funds,  costs  $295;  it's  $149  for  an 
edition  covering  1,900  no-  and  low- 
load  hinds. 

Morningstar,  the  fund  rating  com- 
pany, says  it's  working  on  a  similar 
fund  diversification  package. 
Ibbotson  Associates  publishes  a  year- 
book providing  data  on  optimal 
groups  of  asset  categories  such  as 
precious  metals  and  large-capitaliza- 


tion stocks,  but  not  individual  funds. 

If  you  are  going  to  use  this  soft- 
ware, understand  its  limits.  It  can 
give  you  a  pretty  good  idea  of  which 
hinds  tend  to  move  in  lockstep  and 
which  ones  don't.  But  it  can't  tell 
you  which  funds  are  going  to  go  up 
the  most. 

So  don't  add  Twentieth  Century 
Ultra  to  your  portfolio  just  because 
it  went  up  a  lot  in  the  past.  Add  it  if 
it  complements  another  hind.  ■■ 
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(Un)  truth  in  packaging 

Your  "blue  chip"  fund  may  have  shoestring  stocks  in  its  portfolio. 
Your  "value"  fund  may  be  loaded  up  with  technology  highfliers. 


By  Mary  Beth  Grover 

You  decide  you  want  a  fund  that 
invests  in  the  stocks  of  large,  estab- 
lished companies.  How  about  the 
Fidelity  Blue  Chip  Growth  Fund? 
Oops!  The  fund  has  a  fourth  of  its 
assets  in  stocks  of  small  companies 
with  market  values  below  $500  mil- 
lion. Among  them:  tiny  Hawaiian 
home  builder  Schuler  Homes,  and 
newly  public  software  vendor  Fire- 
fox  Communications.  Truth  in 
packaging? 

You  would  never  have  guessed 
from  the  name  Fidelity  Asset  Manag- 
er that  this  tame-sounding  fund  that 
cycles  between  stocks,  bonds  and  cash 
had  25%  of  its  assets  in  emerging 
markets  when  they  collapsed  in  1994. 

Fidelity's  not  the  only  sinner.  May- 
be you  want  a  fund  that  invests  in  low- 
risk  value  stocks — those  trading  at 
low  multiples  of  earnings  and/or 


What's  in  a  name? 


Fund 

% 

foreign 

stocks 

Fidelity  Capital  Appreciation 

36.7 

Mutual  Discovery 

35.9 

Oak  Hall  Equity 

33.8 

Analysts  Stock 

33.3 

Putnam  Diversified  Equity  B 

28.9 

T  Rowe  Price  Spectrum  Growth 

287 

Capital  Income  Builder 

27.8 

Target  Small  Cap  Value 

27.7 

Robertson  Stephens  Partners 

27.5 

Fairmont 

26.5 

Fidelity  Retirement  Growth 

24.9 

Source:  Mornmgstar  Inc. 

These  funds  don't  define 

themselves  as  global, 

but  they  sure  look  that  way. 


book  value.  Stay  away  from  Dean 
Witter  American  Value.  Its  stocks 
trade  at  an  average  29  times  earnings 
and  6  times  book  value,  according  to 
fund-rater  Morningstar  Inc.  Corre- 
sponding ratios  for  the  market  as  a 
whole:  22  times  earnings,  4  times 
book  value. 

The  problem  is  widespread.  Sup- 
pose you  want  the  stocks  of  small, 
growing  companies.  Target  Small 
Capitalization  Growth  sounds  like  a 
good  bet.  Sorry,  it  has  21%  of  its  assets 
in  large  companies,  those  with  market 
values  over  $4  billion. 

Have  you  carefully  apportioned 
your  portfolio  between  domestic 
and  overseas  stocks?  Take  another 
look.  Your  domestic  fund  may  be  a 
global  fund  in  disguise.  The  Fidelity 
Capital  Appreciation,  Mutual  Discov- 
ery, Oak  Hall  Equity  and  Analysts 
Stock  funds  all  have  more  than  30%  of 
assets  invested  in  foreign  companies 
(see  table). 

Bond  funds  lead  investors  down 
the  garden  path,  too.  To  a  naive 
investor,  "government"  in  the  name 
connotes  safety.  But  Investors  Trust 


Government  B  fund  lost  9%  in  1994, 
when  its  stake  in  mortgage  derivatives 
blew  up.  The  fund  sponsor  recently 
set  up  a  fund  to  reimburse  investors 
up  to  S 7. 3  million. 

Moral:  Don't  judge  a  fund  by  the 
cover  of  the  prospectus.  Look  at  what 
is  inside.  The  latest  financial  state- 
ment will  list  the  portfolio.  It  proba- 
bly won't  spell  out  what  percentage  of 
assets  are  in  s&P  500  stocks.  Call  the 
sponsor  and  ask.  Also  ask  for  the 
average  price/book  ratio  and  average 
price/earnings  ratio. 

If  you  are  looking  at  a  bond  fund, 
the  most  important  question  is  its 
sensitivity  to  interest  rate  movements. 
Interest  rate  fluctuations  being  what 
they  are  today,  any  fund  investing  in 
long-term  Treasury's  is  going  to  be 
speculative.  An  average  maturity  over 
12  years  or  a  "duration"  over  8  years 
means  the  fund  is  risky,  never  mind 
the  credit  quality  or  the  "govern- 
ment" in  the  name. 

Use  the  Forbes  fund  survey  (Aug. 
28,  1995).  We  list  average  maturity 
for  bond  funds  and  average  price/ 
earnings  ratios  for  stock  funds.  WB 
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To  succeed  in  certain  fields 
•equires  immense  strength  and  commitment. 
No  wonder  we're  winning  in  Asia. 


In  modern  competition,  perseverance,  dedication  and 
experience  count  for  everything.  And  the  same  is 
true  in  today's  world  of  investing.  As  part  of  the 
HSBC  Group,  we  can  draw  upon  over  I  30  years  of 
experience  in  Southeast  Asia,  putting  us  in  a  unique 


position  to  take  advantage  of  the  prodigious 
economic  growth  taking  place  there.  This  degree  of 
strength  and  commitment  is  something  you  can 
always  expect  from  HSBC  Asset  Management. 
Together  with  the  rewards  that  come  with  it. 


<2> 

HSBC  Asset  Management 

Member  HSBC  Group 

World    Class  Performers 


YORK  (+1)  212  503  6815   LONDON  (+44)171955  5050.  HONG  KONG  (+852)  2801  0111    SINGAPORE  (+65)  530  2828  TOKYO  (+81)  3  3433  4200.  MELBOURNE  (+61)3  9619  9800 

ISSUED  IN  THE  UK  BY  HSBC  ASSET  MANAGEMENT  EUROPE  LIMITED,  REGULATED  BY  IMRO. 


STATISTICAL  SPOTLIGHT 


A  simple  strategy  for  beating  the  market 
is  to  buy  the  highest-yielding  Dow  stocks. 

Going  for  dividends 


By  Eric  S.  Hardy 

It  seems  too  easy  to  work.  If 
you  want  to  beat  the  market, 
just  buy  the  ten  stocks  with 
the  highest  percentage  yields 
in  the  Dow  Jones  industrial 
average.  Once  a  year  update 
your  portfolio  so  that  equal 
10%  amounts  are  invested  in 
each  of  the  top  ten  yidders. 

For  years,  this  ridiculously 
simple  strategy  produced 
amazing  returns.  Beating  the 
Dow,  by  Michael  O'Higgins 
with  John  Downes,  states 
that  from  January  1973 
through  June  1991  (when 
the  book  was  published)  the 
strategy  would  have  delivered 
a  compound  annual  return  of 
17%,  compared  with  10%  for 
the  overall  Dow. 

The  book's  selection  of 
Jan.  1,  1973  as  the  starting  point 
may  not  have  been  entirely  by 
chance.  Over  the  next  two  years  the 
market  crashed,  while  the  stodgier 
high -dividend  stocks  held  up  rela- 
tively well.  Still,  it's  hard  to  dismiss 
any  18^-year  run  as  a  fluke. 

At  the  beginning  of  1973  the 
Dow  yielded  3.4%.  Now  it  yields  a 

Yield  =  value? 


paltry  2.2%,  a  reflection  not  only 
of  the  bullish  state  of  the  stock 
market  but  also  of  today's  vogue 
for  share  repurchases  as  a  substi- 
tute for  dividends.  Could  it  be  that 
dividends  don't  tell  you  anything 
anymore?  Maybe,  but  it's  interest- 
ing that  the  Dow  dividend  strategy 
beat  the  Dow  average  in  four  of 


Year 


 Total  return- 

10  10 
highest  lowest 
yields  yields 


Dow 
30 


1995 
1994 
1993 
1992 
1991 
1990 


36.8%  27.2%  35.6% 


4.1 
24.3 

8.1 
36.6 
-7.9 


2.7 
17.9 
15.8 
42.4 

-7.8 


3.8 
18.7 
11.5 
29.3 
-6.4 


Company 

Recent 
price 

 Yield 

current 

rank* 

Chevron 

557  s 

3.6% 

4 

El  du  Pont 

80% 

2.6 

6 

Eastman  Kodak 

69Vz 

2.3 

10 

Exxon 

82% 

3.6 

5 

General  Electric 

75% 

2.4 

9 

International  Paper 

40'/8 

2.5 

8 

Minnesota  Mining  &  Mfg 

63% 

2.9 

7 

JP  Morgan 

77Va 

4.2 

3 

Philip  Morris 

87  Vz 

4.6 

1 

Texaco 

86% 

3.7 

2 

*0n  12/31/95. 

The  table  at  left  shows  annual  returns  for  the  highest-  and  lowest-yielding  Dow 
stocks.  The  other  table  lists  the  highest-yielding  Dow  stocks  at  the  start  of  1996. 


the  past  six  calendar  years. 

The  theoretical  underpin- 
ning of  the  Dow  dividend 
strategy  is  the  same  as  that 
behind  value  investing  in 
general.  Namely,  investors 
tend  to  pay  too  much  for 
glamour  and  growth  (quali- 
ties associated  with  low 
yields)  and  too  little  for 
assets  and  current  earning 
power  (associated  with  high 
yields). 

To  beat  the  market,  sell 
low-yielding  stocks  and  buy 
the  underpriced  high-yield- 
ing ones.  There  are  years 
when  the  low-yielders  will 
do  a  lot  better,  but  over  a 
long  period  of  time,  say  the 
fans  of  value  investing,  the 
high-yielding  stocks  will  earn 
you  the  most  money. 

There's  a  regression  to  the  mean 
at  work,  too,  helping  the  high-yield 
approach,  notes  William  LeFevre, 
who  follows  the  Dow  averages  for 
Ehrenkrantz  King  Nussbaum  in 
New  York.  For  example,  Goodyear 
Tire  &  Rubber  had  a  9.5%  yield  at 
the  start  of  1991.  By  the  end  of 
1991  its  yield  was  down  to  0.7%. 
How  did  that  happen?  The  stock 
almost  tripled. 

Alas,  there's  another  way  for  a 
high-dividend  yield  to  regress 
toward  the  average.  In  January  1992 
IBM  was  yielding  a  fat  5.4%.  Two 
years  later  its  yield  was  down  to 
1 .8%,  following  a  79%  cut  in  the  pay- 
out. The  stock  fell  from  89  to  56H. 
Thus  the  high  yield. 

This  strategy  is  not  without  its 
critics.  With  so  many  companies 
adopting  the  tax-efficient  strategy  of 
buying  in  shares  rather  than  raising 
the  dividend,  dividend  yield  may  no 
longer  be  as  significant  as  it  once 
was.  Still,  you  can't  dismiss  out  of 
hand  a  system  that  has  given  impres- 
sive results  over  two  decades. 
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Which  Kind  of  Investor  are  You? 


Primitive  investors  were  always  stalking  the  bull.  And  fearing  the  bear. 
But  slowly,  some  investors  came  to  understand  seasons  and  cycles.  They  settled 
down  and  worked  to  build  wealth.  They  learned  to  thrive  while  others  fought 
to  survive.  Your  financial  advisor  will  want  to  know:  are  you  hoping  to  make 
a  killing?  Or  have  you  evolved  into  a  more  civilized  investor?  Ask  your  financial 
advisor  about  Kemper  Funds  or  call  1-800-Kemper-l  ext.  819. 


KEMPER  FUNDS 


Before  you  invest  or  send  money,  carefully  read  the  brochure  and  prospectus  containing  more  complete 
information  including  management  fees  and  expenses.  ©1996  Kemper  Distributors,  Inc.  101  1670 

http://www.kemper.com 


A  0 
ONE-OF-A-KIND 

COMMITMENT 


You  Need  A  Bank  That's 
$    Committed  To  Helping 
,|    you  companywide, 


YOU  COMPANYWIDE, 
WOIUDWIDE. 


THE  FORBES/ BARRA  WALL  STREET  REVIEW 


BY  JOHN  H.  CHRISTY 


Richard  Howard,  who  runs  the  $900 
million  T.  Rowe  Price  Capital  Appre- 
ciation Fund,  looks  for  contrarian 
plays.  Take  Centerior  Energy,  the 
Cleveland -based  electric  utility.  It  cut 
its  dividend  in  half  in  1994;  since 
then  the  stock  has  lost  over  60%  of  its 
value.  Recent  price:  7%.  The  compa- 
ny is  still  highly  leveraged  and  faces 
mounting  competition  in  its  service 
area,  but  Howard  thinks  the  worst  is 
over.  Centerior,  he  says,  was  recently 
granted  a  $118  million  rate  hike, 
which  may  secure  its  dividend  and 
help  the  firm  reduce  debt.  The 
market  is  more  skeptical:  Centerior 
yields  10.3%  and  sells  for  just  5  times 
trailing  earnings. 

Howard  also  likes  New  York 
Times.  Now  selling  at  19  times  esti- 
mated 1996  earnings,  the  stock's  not 
cheap.  But  Howard  thinks  that 
automation  will  boost  future  profits. 


The  overall  markets 


Special  focus 


The  spot  price  of  a  barrel  of  West  Texas 
Intermediate  crude  recently  hit  $24,  a 
25%  gain  since  the  end  of  1995.  Scott 
Reed,  associate  investment  strategist  for 
NatWest  Securities,  thinks  oil  could  hit 
$27  per  barrel  in  the  next  12  months. 
The  oil  stocks  below  aren't  particularly 
cheap,  but  could  become  more  attractive 
if  energy  prices  keep  climbing. 

Are  the  days  of  cheap  oil  over? 


Recent 

1996 

Dividend 

Company 

price 

est  PE 

yield 

Amoco 

72^/8 

15 

3.6% 

Atlantic  Richfield 

1185/a 

14 

4.6 

Diamond  Shamrock  323/4 

15 

1.7 

Holly 

26 

11 

1.5 

Tesoro  Petroleum 

93/8 

8 

o.o  : 

Tosco 

47i/4 

15 

1.4 

Ultramar 

307/a 

13 

3.6 

Source:  IBES  Inc.  via 

OneSource  Information  Services. 
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The  Barra  All-US  price  index  as  of  4/12/96 

Market  value:  $7,307.3  billion 
P/E:  22.4 

P/E  minus  negative  EPS:  17.0 
Price/book:  3.1 
Yield:  1.9% 
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Closeup  on  the  markets 


Index  or  investment 


2-week  change 


%  change  from 
1  year  ago      5-year  high 


Barra  All-US  index 

-0.9  % 

1 

25.1  % 

-2.3% 

S&P/Barra  Growth  index1 

-1.5 

■ 

27.2 

-5.2 

S&P/Barra  Value  index2 

-1.1 

1 

29.0 

-2.8 

Dow  Jones  industrials 

-1.0 

1 

31.5 

-2.8 

S&P  500 

-1.4 

■ 

25.0 

-3.7 

NYSE 

-1.3 

■ 

24.5 

-2.7 

Nasdaq 

0.0 

32.2 

-1.5 

Amex 

0.2 

1 

21.3 

-0.8 

EAFE3 

-0.2 

1 

8.1 

-0.6 

CRB  futures  index45 

3.5 

10.9 

-0.2 

Gold  (Comex  spot) 

-0.3 

1 

1.2 

-4.9 

Yen '(per  $US) 

1.2 

■ 

30.0 

-12.5 

Oil  (W  Texas  Intermediate) 

13.0 

H  27.1 

-0.2 

The  best  and  worst  performing  stocks 


The  best  and  worst  performing  industry  factors7 


2-week 

Since 

2-week 

Since 

Best 

change 

12/31/95 

Worst 

change 

12/31/95 

Oilfield  services 

5.8% 

27.1% 

Containers 

-6.4% 

5.1% 

Oil  refining,  distrib 

3.6 

7.0 

Construction 

-5.8 

-7.6 

Misc  mining  metals 

2.3 

-0.6 

Electric  utilities 

-5.1 

-5.0 

Precious  metals 

2.3 

21.5 

Financial  services 

-5.1 

11.9 

Pollution  control 

2.2 

6.6 

Trucking 

-4.8 

-3.2 

Note:  Data  for  period  ending  4/12/96.  The  Barra  All-US  price  index  consists  of  all  publicly  traded  common  U.S.  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on  U.S. 
markets.  ADRs,  REITs  and  closed-end  funds  are  excluded.  'Total  return  of  a  portfolio  of  more  than  150  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above-average  earnings 
growth.  ?Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earmngs  ratios. 3  A  dollar-denominated  capitalization-weighted  index  of  more 
than  1,100  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International,  'Index  of  21  commodity  futures. 5  Source:  Knight-Ridder  Financial  Publishing.  Estimate. 
Source:  IBES  Express.  'Shows  return  to  the  industry  factor  after  controlling  for  other  influences,  including  company  size,  value  and  growth  characteristics.  Multi-industry  firms  have  proportional  contributions  in  two 
or  more  groups.  NA:  Not  available.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 


2-week 

1996 

2-week 

1996 

Best 

Price 

change 

EPS6 

Worst 

Price 

change 

EPS6 

Uunet  Technologies 

36 

41% 

$0.21 

CellStar 

6l/8 

-60% 

$1.35 

Meridian  Data 

14  3/8 

39 

0.60 

Hyperion  Software 

105/8 

-51 

0.73 

Computer  Mgmt  Sciences 

23 

38 

0.75 

Datalogix  Intl 

67/g 

-49 

0.05 

Diana 

39  3/4 

38 

NA 

Exogen 

83/8 

-39 

-0.74 

Rexall  Sundown 

27  Vg 

38 

0.56 

Software  Artistry 

7l/i 

-36 

0.60 
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NEW  ISSUES  REVIEW 


The  biggest  new  issues1 


Company/business 

Exchange 

uner 
date 

flff  or 

uner 
price 

1/9Q/QK 
J/Z3/3D 

price 

■  Offorinnr 
1  UllCllllg 

($mil) 

Lead 
underwriter 

Performance  to  date 
absolute    rel  to  mkt2 

Sterling  Commerce/software 

n 

3/8/96 

24 

303/4 

$288 

Alex  Brown  &  Sons 

1 

World  Color  Press/commercial  printer 

n 

1/25/96 

19 

19 

262 

DU 

n 
u 

US  Satellite  Broadcasting/digital  broadcasting 

0 

1/31/96 

27 

323/4 

224 

CS  First  Boston 

9 1 
c.  1 

1  9fl 

Riscorp/managed  care  workers'  comp 

0 

2/28/96 

19 

19 

190 

Smith  Barney 

u 

i  nn 

1UU 

Revlon/cosmetics 

n 

2/28/96 

24 

27i/2 

180 

Merrill  Lynch 

10 

1  1  A 

L  14 

Red  Roof  Inns/hotels 

n 

1/31/96 

16 

147/8 

160 

Morgan  Stanley 

-7 

92 

Vanstar/supports  &  distributes  PCs 

n 

3/1 1/96 

10 

10V8 

148 

Robertson  Stephens 

1 

100 

Berg  Electronics/electronic  connectors 

n 

3/1/96 

21 

23  Vi 

137 

DU 

12 

112 

Century  Aluminum/aluminum  products 

0 

3/28/96 

13 

135/8 

137 

Morgan  Stanley 

5 

105 

Chancellor  Broadcasting/radio  stations 

0 

2/9/96 

20 

22 

134 

Smith  Barney 

10 

112 

Performance  update 


BY  ROBERT  J.  SHERWOOD 


The  overall  market  bounces  around, 
but  the  new  issues  sector  is  holding 
up.  The  first  quarter's  initial  public 
offerings  are  up  26%  on  average  from 
their  offering  prices.  Compare  that 
with  a  5%  gain  in  the  S&P  500.  In 
1996's  first  quarter,  133  IPOs  raised 
$6  billion  in  capital;  in  1995's  first 
quarter,  74  issues  raised  $4.2  billion. 
Among  the  biggest  winners:  Internet- 
related  stocks  CyberCash  and  Raptor 
Systems  and  retailers  Wilmar  Indus- 
tries (a  distributor  of  plumbing 
equipment)  and  K&G  Men's  Center. 
A  notable  loser  in  the  technology 
sector:  New  York-based  CellularVi- 
sion  USA,  which  is  trying  to  become 
the  first  company  to  offer  pay  TV 
through  cellular  technology. 

Early  in  the  second  quarter  Lucent 
Technologies — AT&T  Corp.'s  systems 
and  technology  units — came  to 
market  with  the  largest  new  issue  in 
U.S.  history,  a  $3  billion  offering. 
Looking  ahead,  Linda  Killian,  an  ana- 
lyst at  Renaissance  Capital,  a  Green- 
wich, Conn. -based  institutional 
research  firm,  says  95  new  deals — 
including  CompuServe,  Planet  Hol- 
lywood and  Saks  Fifth  Avenue — are 
in  registration,  and  she  expects  other 
large  corporations  to  come  to  market 
in  the  months  ahead. 


The  best  new  issues1 


Company/business 

Offer 
price 

Offering 

($mil) 

Lead 
underwriter 

Performance  to  date 
absolute    rel  to  mkt 

Red  Brick  Systems/database  software 

18 

$32 

Morgan  Stanley 

139% 

227 

Wilmar  Industries/plumb  &  maintenance  prods 

11 

44 

Alex  Brown  &  Sons 

105 

196 

CyberCash/electronic  payment  software 

17 

41 

Hainbrecht  &  Quist 

100 

202 

Xylan/networking  equip 

26 

109 

Morgan  Stanley 

100 

198 

Raptor  Systems/network  security  software 

15 

45 

Montgomery  Sees 

99 

199 

The  worst  new  issues1 


Company/business 

Offer 
price 

Offering 
($mil) 

Lead 
underwriter 

Performance  to  date 
absolute    rel  to  mkt 

New  World  Coffee/coffee  &  espresso  bars 

5>/2 

$14 

National  Sees 

-39% 

61 

Connective  Therapeutics/pharmaceuticals 

11 

28 

Smith  Barney 

-27 

72  ' 

CellularVision  USA/cellular  tv  research 

15 

50 

Dillon  Read 

-27 

75 

Digital  Generation  Systems/distribs  radio  ads 

11 

33 

Hambrecht  &  Quist  -24 

76 

ChiRex/generic  drugs 

13 

87 

CS  First  Boston 

-21 

80 

The  most  active  investment  bankers3        Industries  going  public3 


Total 

Total  raised 

Total 

Total  raised 

Underwriter 

offerings 

($mil) 

Industry 

offerings 

($mil) 

Goldman  Sachs 

24 

$3,828 

Manufacturing 

185 

$8,351 

Smith  Barney 

34 

3,189 

Services 

160 

6,014 

Merrill  Lynch 

20 

2,264 

Insurance 

13 

2,251 

DU 

25 

2,031 

Retailing 

19 

1,604 

Morgan  Stanley 

29 

2,024 

Broadcasting  &  telecomm 

22 

1,555 

Note:  This  report  covers  initial  public  offerings  of  common  equities  with  offering  dates  of  1/1/96  to  3/29/96,  offering  price  of  $2.50  or  more  and  offering  value  of  $5  million  or 
more.  Closed-end  funds,  limited  partnerships  and  ADRs  (American  Depositary  Receipts)  of  corporations  already  traded  in  foreign  countries  are  excluded,  as  are  REITs  and  spinoffs. 
'Last  quarter.  2The  ending  value  of  $100  invested  in  the  stock,  divided  by  the  ending  value  of  $1  invested  in  the  market.  'Latest  12  months.  Source:  Securities  Data  Co. 
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DIVERSIFY  OVERSEAS 


T.  Rowe  Price  International  Stock  Fund— performance  plus  diversification.  If  you 

want  to  diversify  for  enhanced  return  potential  with  reduced  risk,  don't  overlook  international 
equity  investing  with  T.  Rowe  Price.  By  providing  exposure  to  potentially  stronger-performing 
foreign  markets,  international  stock  investments  can  help  increase  long-term  returns.  And, 
since  foreign  economies  tend  to  move  independently  of  each  other  and  the  U.S.,  diversifying 
I  internationally  can  actually  help  reduce  the  overall  volatility  of  a  domestic  portfolio. 

Our  International  Stock  Fund — one  of  the  oldest  and  largest  international  no-load  mutual 
funds — follows  a  prudent  strategy  of  investing  in  the  stocks  of  established  companies  outside 
the  United  States.  It  has  proven  itself  over  periods  of  both  up  and  down 
markets,  in  times  of  both  a  weak  and  a  strong  U.S.  dollar.  In  fact,  the  fund's 
success  has  placed  it  on  the  Forbes  Honor  Roll  for  the  sixth  consecutive 
year — the  only  international  mutual  fund  that  can  claim  this  distinction. 
The  fund's  performance  from  3/31/84  to  6/30/95  was  considered; 


Forbes 

Honor  Roll 

6  years  running 


i  20  honorees  were  selected* 

I  Benefit  from  our  expertise.  At  T.  Rowe  Price,  we've  been 
I  helping  people  invest  overseas  since  1979,  when  we  joined 
nforces  with  Robert  Fleming  Holdings,  Ltd.,  one  of  the 
|  world's  oldest  and  most  successful  international  advisers, 
j|  'to  form  Rowe  Price-Fleming.  Today,  Rowe  Price-Fleming 
|  (serves  as  investment  adviser  to  our  family  of  international 
I  funds  and  manages  in  excess  of  $22  billion  in  foreign 
;  stock  and  bond  assets. 


Let  US  Show  you  the  world.  To  learn  more  about  the 
International  Stock  Fund,  or  any  one  of  our  other  foreign 
equity  funds,  request  our  free  report,  The  Basics  of 
international  Stock  Investing,  today.  Of  course,  interna- 
itional  investing  has  special  risks,  including  currency  fluctuation.  As  with  any  stock  fund,  there 
[will  be  price  fluctuation.  $2,500  minimum  investment  ($1,000  for  IRAs).  No  sales  charges. 


T.  Rowe  Price  Family  of 
Foreign  Equity  Funds 

•  Global  Stock  Fund 

•  International  Stock  Fund 

•  International  Discovery  Fund 

•  European  Stock  Fund 

•  Japan  Fund 

•  New  Asia  Fund 

•  Latin  America  Fund 

•  Emerging  Markets  Stock  Fund 


Call  24  hours  for  a  free  report  and  prospectus 
1-800-541-5853 

http://www.trowepTice.com 


Invest  With  Confidence 

T.RoweRice 


'1^ 


ilegic  Insight  Simfund.  *As  cited  in  Forbes  magazine  (Mutual  Funds  issue)  dated  8/28/05.  The  honorees  are  chosen  annually;  candidates  must  be  open  to  new  investors  and  have  had 
tme  management  for  at  least  5  years.  Sector  funds  are  excluded.  Request  a  prospectus  with  more  complete  information,  including  management  fees  and  other  charges  and  expenses, 
it  carefully  before  you  invest  or  send  money.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor.  ISFO30594 
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Get  paid 
for  waiting 


"Tradf.  bait"  is  what 
j0^t    Oppenheimer  &  Co.  me- 
dia analyst  Alan  S. 
Gould  calls  Jones  Intercable  Inves- 
tors L.P.  It  is  a  cable  TV  master 
limited  partnership  that  owns  a  sys- 
tem in  Independence,  Mo.  with 
85,000  subscribers  and  is  traded  on 
the  Amex  (JTV).  Its  general  part- 
ner and  manager  is  Jones  Interca- 
ble, Inc.,  also  publicly  traded. 

Gould  thinks  that  by  the  end  of 
1997,  the  partnership  will  revert  to 
corporate  form  and  be  acquired  by 
general  partner  Jones  Intercable. 
Valuing  the  Jones  partnership  units 
at  11  times  estimated  1996  cash  How 
and  at  about  $2,000  a  subscriber, 
Gould  comes  up  with  a  private  market 
value  of  $16.80  per  unit.  Factoring 
in  some  subscriber  growth,  Gould 
thinks  the  units  will  be  worth  $19  a 


unit  by  the  end  of  1997 — a 
48%  premium  to  the  cur- 
rent trading  price  of  127/s 
a  unit. 

Gould  also  thinks  that 
once  Jones  acquires  the 
partnership  units,  it  will 
then  swap  the  partnership 
and  perhaps  some  other 
properties,  most  likely  with 
rivals  Time  Warner  or 
John  Malone's  Tele-Com- 
munications, Inc.  (see 
story,  p.  98). 

Another  reason  to  rec- 
ommend the  partnership: 
its  units  pay  a  nice  divi- 
dend and  the  Jones  Inter- 
cable stock  doesn't.  Div- 
idend is  60  cents  per  unit,  a 
yield  of  4.7%;  some  60% 
of  that  payout  is  a  return  of 
capital  and  therefore  not 
taxable. 

-Howard  Rudnitsky 


Slow  down 

u     FREEPORT,  II  I  . -based 
..AjL    Newell  Co.  (NWL)isa 
$2.5  billion  (sales) 
housewares  manufacturer  of  such 
strong  consumer  brands  as  Pyrex 
glassware,  Levelor  blinds  and  Bernz- 
Omatic  hand  torches.  The  company 
has  produced  revenues  and  earnings 
growth  of  about  20%  annually  for 
the  past  ten  years.  Most  of  that  has 
come  from  acquisitions.  In  the  last 
five  years  takeovers  have  generated 


another  $2  billion  in  sales. 

But  Neweil's  days  of  predictable 
20%  growth  may  be  over,  according 
to  analysts  at  Japonica  Partners,  a 
Providence,  R.I.  firm  run  by  investor 
Paul  Kazarian  (Forbes,  Sept.  12, 
1994).  Newell  has  been  buying  reve- 
nues and  earnings,  then  slashing  in- 
ternal costs.  Now  it  seems  to  be  cut- 
ting muscle  as  well  as  fat. 

Sure  enough,  an  analysis  posted 
on  Japonica  Partners'  Web  site 
shows  that  Neweil's  net  profit 
margins  dropped  from  1  1 .2%  in 
1992  to  8.9%  last  year— and  finan- 
cial leverage  is  rising  from  1.9  times 
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shareholders'  equity  to  a  multiple 
of  2.4.  Inventory  turnover  is  declin- 
ing, too,  from  4.5  times  in  1992  to 
3.7  times  last  year. 

At  26V8  (18  times  1995  earn- 
ings), the  stock  is  overpriced.  Sell  it. 

-Matthew  Schifrin 


Hot  on  a  cooler  play 

Copper  prices  are  down 
ja/^    1 5%  over  the  last  two 

months,  and  that  is  good 
news  for  $665  million  (sales)  Wolver- 
ine Tube  (wlv),  says  J.  Clarence 
Morrison,  an  analyst  at  Prudential  Se- 
curities. Wolverine  buys  copper  and 
fabricates  it  into  industrial  tubing. 

Wolverine's  stock  has  been 
strong  recently  because  it's  the  largest 
maker  of  tubing  used  in  commercial 
and  industrial  air  conditioners  known 
as  chillers.  An  EPA  ruling,  effective  in 
January,  encourages  companies  to  re- 
place air  conditioners  that  use 
chlorofluorocarbons  (cfcs)  with 
chillers.  Other  nations  are  establish- 
ing similar  regulations.  Morrison  ex- 
pects Wolverine  to  expand  cwerseas 
to  tap  this  market. 
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At  a  recent  40,  Wolverine's  shares 
are  up  60%  in  the  last  12  months,  but 
Morrison  thinks  the  NYSE-listed 
shares  have  another  20  or  so  points  to 
go  within  the  next  12  months.  He 
predicts  earnings  will  jump  21%  this 
(year,  to  $2.80.^ 

Eye  on  Cole 

Cole  National  Corp 
(cnj)  is  a  retailing  hodge- 
podge: Things  Remem- 
bered, which  sells  tacky  mementos, 
Cole  Gift  Centers  and  Cole  Vision. 
In  last  year's  weak  market,  Cole's 
profits  rose  15%,  to  $1.32  a  share. 

But  the  $577  million  (sales)  com- 
pany has  a  checkered  past.  In  the 
1980s  it  borrowed  big  to  buy  the 
Child  World  toy  chain  and  dumped  it 
at  a  loss. 

Because  investors  remember  this 
disaster,  the  stock  is  fairly  cheap.  At  a 
recent  16,  Cole's  10  million  shares 
trade  on  the  NYSE  at  just  10.5  times 
estimated  fiscal  1996  earnings. 

Attracted  by  the  low  price,  Tuck- 
er Andersen,  managing  partner  of 
New  York  hedge  fund  Cumberland 
Associates,  recently  accumulated  a  6% 
I  stake  in  Cole.  He  likes  the  compa- 
llny's  optical  business,  which  runs  opti- 
J|cal  departments  in  retailers  like 
llSears  and  Montgomery  Ward.  Cole 
l|  has  also  been  pursuing  contracts 
IJiwith  managed  care  providers.  And  ru- 
mor is  Cole  may  acquire  competitor 
Pearle  Vision. 

By  comparison  with  Cole's  stingy 
p/e  of  1 0,  Luxottica  Group,  an  Italian 
ompany,  owns  Cole  rival  Lens- 
Crafters  and  is  trading  at  27  times 
stimated  1996  earnings.  Investor 
dersen  thinks  Cole's  stock  could 
asily  trade  into  the  20s  within  the 
ext  12  months.  -Rana  DOGAR  B 


;  $  $  $  $  m 

$  $  $  $  $ 
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Off-the-rack 
solutions 
belong  here! 


Since  no  two  investors  are  ever  com- 
pletely alike,  standardized  solutions  for 
capital  enhancement  can  often  lead  to 
frustration. 

At  Bank  Julius  Baer,  each  portfolio  is 
individually  structured  to  create  a  snug 
fit  for  long-term,  after-tax  performance. 
International  wealth  management 
is  our  strength.  Personalized  service  is 
our  commitment.  Just  call: 

New  York: 

Balz  Eggimann  (212)  297  36  00 
Palm  Beach: 
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A  GROWING  NUMBER  of  corporations  are  find- 
ing it  desirable  to  increase  their  market  share  by 
merging.  At  the  same  time,  other  companies 
are  shifting  gears,  reversing  this  trend  and  divid- 
ing themselves  into  smaller,  more  manageable 
pieces,  a  process  dubbed  "splitzville"  by  the 
Wall  Street  Journal. 

What's  going  on  here?  These  seemingly 
contradictory  trends  are,  in  fact,  part  of  the  same- 
process.  The  nature  of  merger  activity  has 
changed — conglomerate  mergers  are  out,  while 
strategic  mergers  of  like  or  similar  companies 
are  in.  Thus  much  of  the  unmerging  arises  be- 
cause some  companies  are  shedding  opera- 
tions that  do  not  match  their  basic  focus. 

Some  of  the  more  prominent  recent  exam- 
ples have  been  ITT,  Sears  and  AT&T.  Pacific  Tele- 

As  deconglomeration 
continues,  it  creates  profit 
opportunities  for  investors. 


sis  has  been  to  the  altar  twice — first  when  it 
split  out  its  cellular  business  and  now  with  its 
merger  with  SBC  Communications.  The 
speediest  reversal  took  place  at  AT&T  with  its 
1991  acc[uisition  of  NCR.  This  investment  by 
the  company  of  $10  billion  will  be  delivered 
back  to  the  public  later  this  year  at  an  estimat- 
ed value  of  $3  billion,  or  roughly  one-third  its 
original  cost. 

If  deconglomeration  is  the  engine  of  de- 
merger, deregulation  is  the  engine  of  many 
mergers.  Many  formerly  protected  and  highly 
regulated  industries,  such  as  drugs  or  banks, 
with  regulation  loosened,  are  consolidating 
into  fewer  and  fewer  players. 

Whether  mergers  or  unmergers,  most  of 
this  activity  is  healthy.  Before  the  spinoff  an- 
nouncement NCR  was  a  real  drag  on  AT&T's 
stock  performance.  After  the  announced  di- 
vorce, AT&T  shed  its  conglomerate  discount 
and  the  price  appropriately  rose. 

I  believe  there  are  many  other  companies 
suffering  from  conglomerate  discounts.  Some 
have  already  announced  plans  to  separate, 
while  others  have  yet  to  do  so.  Here  are  the  ones 
I  like  best. 

Dial  (28)  has  been  restructuring  for  several 


years.  What's  left  are  consumer  products,  in- 
cluding Dial  soap,  Purex  bleaches  and  Brillo 
soap  pads,  plus  a  series  of  service  businesses. 
Management  has  announced  its  intention  to 
split  apart  the  consumer  products  and  service 
businesses  later  this  year.  Earnings  for  the 
combined  entities  should  be  $  1 .90  this  year  and 
$2.10  for  1997.  This  provides  a  rather  low 
valuation  at  13  times  next  year's  earnings.  The 
parts  should  be  worth  more  than  the  whole. 
My  12 -month  price  target  is  35. 

Dun  &  Bradstreet  (59)  will  split  into  three 
separate  entities  focused  on  high-growth  infor- 
mation markets,  Cognizant;  financial  infor- 
mation services,  Dun  &  Bradstreet;  and  con- 
sumer product  market  research,  A.C.  Nielsen. 
Over  the  last  ten  years  the  company's  valuation 
has  been  in  a  consistent  downtrend.  This  reor- 
ganization is  intended  to  reverse  the  trend.  My 
price  objective  is  72  over  the  next  12  months, 
or  about  17  times  1997  earnings  of  $4.25.  The 
stock  also  provides  a  generous  4.4%  yield 
while  you  wait. 

E.I.  dn  Pont  (82)  is  the  largest  chemical 
company  in  the  U.S.  It  also  owns  Conoco,  for- 
merly known  as  Continental  Oil,  a  large  inte- 
grated domestic  oil  company.  Conoco  accounts 
for  40%  of  overall  revenues  and  25%  of  operat- 
ing profits.  While  it  has  not  been  announced,  I 
would  not  be  surprised  if  management  decid- 
ed to  spin  off  its  oil  operations.  Earnings  are 
estimated  for  this  year  and  next  at  $6.50  and 
$7.25,  respectively.  My  12-month  price  target  isi 
95,  a  modest  13  times  1997  earnings.  The 
target  could  easily  be  higher  should  a  spinoff  of 
the  oil  business  be  announced. 

Minnesota  Minin/j  (65)  is  currently  restruc- 
turing to  narrow  the  focus  of  this  highly  diversj 
fied  company.  It  has  announced  the  spinoff  of 
its  data  storage  and  imaging  business  and  in- 
tends to  liquidate  or  sell  its  underperforming 
audio/videotape  business.  In  its  restructured 
form  3M  should  be  able  to  grow  faster  and 
generate  substantial  free  cash  flow,  which 
should  support  a  generous  share  repurchase 
program.  The  stock  has  been  an  underper- 
former  for  some  time,  and  these  recent  events 
should  help  to  correct  this.  My  earnings  esti- 
mates for  this  year  and  next  are  $3.75  and 
$4.25,  respectively.  At  15  times  my  estimate  of 
1997  earnings,  the  stock  sells  at  a  modest 
discount  to  the  s&P  500.  It  could  easily  appreci 
ate  10%  to  15%  over  the  next  year,  m 
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ie  more  things  change  . . . 

few  and  high  price-to-book  versus  the  market 
100 


al  investment  of  $10,000  on  Jan.  1,  1970 
e-  Dreman  Foundation 


/en  efficient  market  theorists  now 
knowledge  that  Ben  Graham  was  right 


Ben  Graham,  the  great  stock  market  sage 
who  counts  Warren  Buffett  among  his  disciples, 
liked  to  buy  companies  at  a  discount  from 
book  value.  If  you  followed  Graham's  advice 
and  pursued  value  stocks,  you  would  not  be 
unsettled  by  recent  market  volatility,  which  is 
likely  to  be  temporary. 

In  his  first  edition  of  Security  Analysis,  back 
in  1933,  Graham  expressed  disdain  for  Wall 
Street's  near-obsession  with  earnings  in  deter- 
mining the  value  of  a  public  company.  For  Gra- 
ham, book  value  was  a  better  guide.  Yet,  if 
anything,  the  emphasis  on  near-term  earnings 
has  increased  dramatically  over  the  years. 

But  Graham  was  right.  lust  look  at  the  chart 
that  I  prepared  in  collaboration  with  Eric  Lufkin 
of  the  Dreman  Foundation.  We  took  the  larg- 
est 1,500  companies  on  the  Compustat  Tapes 
for  the  2 5 -year  period  ended  Dec.  31 ,  1994. 
For  each  quarter  during  the  period  we  divided 
the  stocks  into  five  equal  groups  strictly  ac- 
cording to  their  pricc-to-book  ratios.  We  then 
calculated  returns  for  the  20%  of  stocks  with 
the  lowest  and  highest  price-to-book  ratios. 

The  chart  demonstrates  it  was  no  contest. 
Low  price-to-book  stocks  won  in  a  breeze.  If 
you  had  invested  $10,000  in  the  lowest  price- 
to-book  group  in  1970,  it  would  have  returned 
$364,000,  or  36  times  the  original  investment 
by  the  end  of  1994  (all  figures  are  dividend- 
adjusted,  and  are  before  taxes).  This  more 

than  doubled  the  return  for 
the  market  as  a  whole — 
$10,000  in  an  equally 
weighted  market  index 
provided  the  investor  with 
$163,000. 

And  what  if  you  had 
chosen  the  stocks  that  sold 
at  the  handsomest  premi- 
ums to  book  value?  You 
would  have  ended  with  a 
miserable  $92,000,  about 
55%  of  the  market's  re- 
turn and  only  one-fourth  as 
much  as  on  the  lowest 
price-to-book  group. 

Graham's  observation 
that  investors  pay  too  much 
for  trendy,  fashionable 
stocks  and  too  little  for 
companies  that  are  out- 
of-favor,  was  on  the  money. 


Given  the  poor  relative  performance  of  high 
price-to-book  and  the  outstanding  returns  of 
low  price-to-book  stocks,  why  does  the  profit- 
ability discrepancy  persist.5  And  why  do  people 
keep  flocking  to  growth  and  concept  stocks 
selling  at  huge  premiums  to  their  physical  assets? 

Because  emotion  favors  the  premium- 
priced  stocks.  Thev  are  fashionable.  Thev  are 
hot.  They  make  great  cocktail  party  chatter. 
There  is  an  impressive  and  growing  body  of 
evidence  demonstrating  that  investors  and 
speculators  don't  necessarily  learn  from  experi- 
ence. Emotion  overrides  logic  time  after  time. 

Let's  face  it:  There's  a  kind  of  thrill  in  own- 
ing the  latest  Internet  stock.  You  don't  get  that 
with-it  feeling  from  owning  some  regional 
bank  stock,  say,  or  an  auto  parts  maker.  So  Ben 
Graham  and  his  descendants  could  talk  about 
the  advantages  of  buying  value  until  they  were 
blue  in  the  face  and  the  mob  would  still  chase 
hot  stocks. 

If  you  want  to  invest  for  results  rather  than 
for  excitement,  go  for  value,  not  for  momentum 
and  concept.  Here  are  a  number  of  reasonably 
priced  stocks  that  should  outperform  in  either 
up  or  down  markets: 

Community  Psychiatric  Centers  (8)  operates 
52  psychiatric  hospitals.  Earnings  have  in- 
creased in  the  last  three  years  and  should  be  up 
again  in  1996.  The  stock  is  priced  at  only  an  1 1% 
premium  to  book  value  and  a  P/E  of  12  on 
1996  estimates. 

Hudson  s  Bay  Co.  (19,  tse)  is  Canada's  larg- 
est department  store  chain.  Earnings  after  a 
number  of  poor  retailing  years  should  pick  up 
in  1996.  The  stock  trades  at  a  discount  of  almost 
40%  to  book  value,  a  P/E  of  16  on  1996 
estimates  and  yields  3.2%. 

National  Bank  of  Canada  (11,  tse)  is  the 
eighth-largest  bank  in  that  country.  Earnings 
should  improve  again  in  1996.  The  stock 
trades  at  an  8%  discount  to  book  value,  a  P/E  of  8 
and  yields  3.8%. 

ShopKo  Stores  ( 15)  is  a  specialty  retail  dis- 
counter operating  129  stores,  as  well  as  a  health 
care  business.  Earnings  should  be  up  about 
10%  in  the  current  fiscal  year  (ending  February 
1997).  The  stock  trades  at  a  12%  discount  to 
book,  a  p/e  of  1 3  and  yields  2.9%. 

Standard  Motor  Products  ( 16)  is  a  maker  of 
automotive  replacement  parts  for  the  aftermar- 
ket.  Earnings  should  be  up  10%  or  more  this 
year,  with  further  improvements  ahead.  The 
stock  trades  at  about  a  6%  discount  to  book,  a 
p/e  of  13  and  yields  2%.  mm 
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Bad  for  bonds- 
bad  for  stocks 
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monthly  service  that 
monitors  the  perfor- 
mance of  investment 
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The  recent  decline  in  the  bond  market  has 
eliminated  what  had  been  the  most  bullish 
thing  going  for  this  stock  bull  market — 
declining  interest  rates.  From  their  peak  of 
early  January,  bonds  have  dropped  back  to 
roughly  where  they  stood  one  year  ago. 

At  that  time,  the  Dow  industrials  were 
trading  about  1200  points  below  where  they 
stand  today.  Will  bonds  rally  back  to  their 
previous  highs,  breathing  further  life  back 
into  the  stock  bull  market?  "No"  is  the  loud 
and  clear  answer  from  the  land  of  investment 
letters.  In  fact,  they  are  saying  that  even  high- 
er rates  and  lower  bond  prices  are  in  store. 

Using  the  Hulbert  Financial  Digest's  16- 
year  performance  database,  I  segregated  into 
a  special  category  those  few  bond  timers  who 
have  beaten  the  market  over  the  last  five  years 
on  a  risk- adjusted  basis.  I  contrasted  their 
outlook  with  that  of  all  the  other  bond  timers 
the  hfd  follows. 

The  difference  is  dramatic.  Among  the 
select  few  who  have  beaten  the  market,  there 
are  no  bulls:  All  are  outright  bearish  on 
bonds.  In  contrast,  there  is  a  lot  of  bullish- 
ness among  those  who  have  failed  to  beat  a 
buy-and-hold  over  the  last  five  years.  In 
fact,  no  fewer  than  half  of  them  are  bullish 
currently. 

Rarely  in  my  16  years  of  tracking  invest- 
ment letter  performance  have  I  witnessed 
such  a  stark  contrast  between  the  best  and  the 
rest.  And  I  have  found  more  often  than  not 
in  such  situations  that  the  best  performers 
continue  their  winning  ways. 

The  top  bond  timer  over  the  last  five  years: 
Craig  Corcoran's  Futures  Hotline/ Mutual 
Fund  Timer.  His  bond  asset  allocation  models 
for  both  the  intermediate  and  long  term  cur- 
rently are  bearish.  While  he  allows  for  the 
possibility  that  bonds  might  stage  a  short- 
term  rally  to  correct  their  recent  decline,  he 
doesn't  think  this  will  last  past  midyear.  And 
after  that,  Corcoran  forecasts,  bonds  will  suf- 
fer another  "major  collapse." 

One  of  the  primary  factors  Corcoran  looks 
at  in  his  bond  models:  the  trend  in  commodi- 
ty prices.  According  to  him,  "When  the  CRB 
[Commodity  Research  Bureau]  Futures  Index 
is  rising  and  stands  above  its  51 -week  moving 
average  .  .  .  the  trend  for  bond  prices  is 
down."  Right  now  the  CRB  Index  stands 


nearly  20  points  above  its  51 -week  moving 
average. 

Gerald  Appel,  editor  of  Systems  &  Forecasts, 
also  is  one  of  the  few  who  have  beaten  a  buy- 
and-hold  in  bonds  over  the  last  five  years. 
And  he  agrees  with  Corcoran  that  rising  com- 
modity prices  are  bearish  for  bonds.  The 
commodity  he  focuses  on  most  closely  in  this 
regard  is  gold:  "There  is  a  very  close  correla- 
tion between  the  price  of  gold  and  levels  of 
interest  rates.  Gold  tends  to  do  well  when 
rates  are  high."  From  Appel's  point  of  view, 
therefore,  it  is  no  coincidence  that  since  the 
beginning  of  the  year  gold  has  performed 
well  and  bonds  have  declined. 

Corcoran's  and  Appel's  reasoning  prompt- 
ed me  to  check  the  top-performing  gold 
timers  for  further  confirmation  of  the  bearish 
case  for  bonds.  Sure  enough,  every  one  of  the 
top-performing  gold-timing  letters  tracked  by 
the  hfd  currently  is  bullish  on  gold. 

Wait  a  minute,  Hulbert.  Don't  interest 
rates  always  decline  during  election  years? 

No.  It  turns  out  that  the  conventional  wis- 
dom about  elections  and  interest  rates  is 
largely  a  myth.  T.  Rowe  Price  Report  recently 

Even  higher  rates 
and  lower  bond 
prices  are  in  store. 

looked  at  every  election  back  to  1952.  In  just 
4  of  the  1 1  election  years  since  then  did  rates 
fall  either  throughout  the  year  or  in  the  latter 
part  of  the  year.  In  5  of  those  years  rates  actu- 
ally rose,  and  in  the  remaining  2  years  they 
essentially  were  flat.  (The  HFD  does  not  follow 
the  T.  Rowe  Price  Report,  since  it  does  not 
contain  a  model  portfolio.) 

If  you  are  persuaded  by  the  top-perform- 
ing bond  timers,  it  would  make  sense  to 
lighten  up  on  bonds.  It  would  also  make 
sense  to  be  very  cautious  about  stocks,  since 
the  falling  interest  rates  that  have  fed  the 
bull  may  no  longer  be  present.  Especially 
reduce  your  exposure  to  those  sectors  of  the 
stock  market  that  are  interest  rate  sensitive. 
The  most  vulnerable  are  high-yielding  and 
secondary  stocks,  but  the  broad  stock  mar- 
ket also  will  be  hard  hit  by  a  bond  bear  mar- 
ket. (For  a  diametrically  opposed  opinion  on 
the  bond  market,  see  David  Goldman's  col- 
umn, p.  148.)  ■■ 
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j\t  U.S.  Trust,  helping  our  clients  achieve  their  investment  goals  begins  with 
thoroughly  understanding  each  client's  individual  financial  requirements. 

Teams  of  experienced  professionals  work  closely  with  our  clients  to  determine  their 
tolerance  for  risk,  assess  their  families'  needs,  and  establish  short-term  and  long-term  objectives. 

s 

Then,  and  only  then,  do  we  recommend  an  investment  plan  to  meet  those  objectives. 

Whether  that  plan  emphasizes  capital  preservation,  asset  appreciation  or  some  other 
goal,  we  allocate  your  investments  among  different  asset  classes — including  U.S.  and 
international  equities,  bonds  and  cash  equivalents — to  generate  attractive  returns. 

It's  an  approach  that  has  enabled  us  to  meet  the  different  investment  objectives  of  many 
clients,  for  many  generations.  To  learn  how  this  approach  can  help  meet  your 
particular  investment  objectives,  please  contact  Richard  E.  Foley,  Senior  Vice  President,  at 
1-800-U.S.  TRUST. 
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A  case  for  bonds 


Ten-year  Treasury  note  yield 


Ten-year  note  yield* 
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•Forecast  by  gold  volatility  and  price 
Source:  Bear  Stearns 

Over  the  long  term  gold  gives  a  good 
indication  of  where  the  bond  market  is 
headed. 


Bonds  have  gotten  killed  so  far  this  year. 
Individual  investors  with  a  long-term  horizon 
should  buy  them. 

If  the  long  Treasury  is  yielding  better  than 
6.5%  when  vou  pick  up  this  magazine,  be 
bullish.  Buy  noncallable  Treasurys  in  your  tax- 
deferred  accounts  or  munis  in  your  taxable 
accounts.  If  the  long  bond  is  yielding  7%  or 
more,  be  very  bullish.  Go  way  out  on  the 
maturity  curve. 

I  am  confident  that  a  year  from  now,  bond 
prices  will  be  much  higher  than  they  are 
today.  Here's  my  bullish  case  for  bonds: 

Under  Alan  Greenspan,  the  Federal  Reserve 
Board's  mission  has  changed.  Many  of  my 
fellow  bond  traders  may  disagree  with  me,  but 
gradually,  perceptibly,  the  Fed  has  shifted  its 
mission  away  from  the  Keynesian  mandate  to 
stimulate  economic  growth.  It  has  gone  back 
to  the  classical  mandate  to  maintain  the  value 
of  the  dollar.  Gone  are  the  days  when  the  Fed 
would  open  the  monetary  throttle  in  the  face 
of  economic  weakness  or  slam  on  the  brakes 
in  the  face  of  strong  economic  growth,  some- 
times provoking  recession. 

Most  bond  traders  have  failed  to  grasp  this 
fundamental  change.  So  has  the  bond  market. 

This  failure  of  perception  explains,  at  least 
in  part,  the  bond  market's  abysmal  predictive 
record  during  the  past  two  years.  When  the 
Fed  began  tightening  monetary  policy  in  Feb- 
ruary 1994,  visions  of 
1989  and  a  9%  Federal 
funds  rate  danced  in 
traders'  heads.  By  Decem- 
ber 1994,  yields  on  two- 
year  Treasury  notes  had 
climbed  so  far  that  they 
priced  in  a  Fed  funds  rate 
of  nearly  8%.  This  proved 
to  be  a  vast  exaggeration; 
a  little  over  a  year  later, 
yields  on  two-year  notes 
cratered,  pricing  in  a  Fed 
funds  rate  of  4.5%  to 
4.75%.  This  turned  out  to 
be  an  extreme  overestima- 
tion  of  the  extent  to 
which  the  Fed  would 
loosen.  Recognizing  their 
mistake,  bond  traders 
once  again  pushed  yields 
higher. 

Greenspan  seems  to 


6/90 
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have  achieved  a  target  for  the  Fed  funds  rate 
that  is  extremely  close  to  the  "correct"  level, 
namely  the  rate  that  achieves  equilibrium 
between  demand  for  financial  and  for  physical 
assets.  Evidence:  For  the  past  two  years  or  so, 
Fed  funds  have  traded  somewhere  between 
5%  and  5.5%,  quite  a  narrow  range  compared 
with  previous  cycles,  when  Fed  funds  were 
much  more  volatile.  From  October  1988  to 
April  1989,  for  instance,  Fed  funds  moved 
200  basis  points;  in  the  13  months  beginning 
February  1994,  the  rate  rose  by  300  basis 
points.  Less  volatility  may  not  be  good  for 
bond  traders,  but  it  suits  longer-term 
investors  just  fine. 

Memo  to  investors: 
Buy  long-term  bonds. 

Okay,  but  what  about  inflation?  It  is  all  well 
and  good  to  deduce  the  present  inflation  rate 
from  the  ten-year  Treasury  note  yield  and  show 
a  generous  "real  interest  rate"  of  well  over  3%. 
The  true  real  interest  rate  on  ten-year  notes, 
however,  is  the  expected  real  interest  rate  for 
the  next  decade,  which  takes  into  account  a 
great  unknown:  So  how  do  we  figure  what 
inflation  rates  lie  ahead?  The  best,  most  reliable 
measure  of  current  and  future  inflation  is  the 
price  of  gold.  To  measure  the  risk  of  future 
inflation,  look  at  the  volatility  of  gold.  Looking 
a  year  out,  I  have  found  the  price  of  gold  to  be 
a  fairly  reliable  predictor  of  future  inflation. 
Over  the  past  20  years  my  gold-price  volatility 
model  (see  chart )  has  predicted  90%  of  the 
changes  that  have  taken  place  in  the  long-term 
bond  yield.  Today  this  model  strongly  suggests 
that  bonds  are  not  in  a  bear  market,  and  that 
the  overall  trend  of  the  bond  market  during 
1996  is  likely  to  be  favorable. 

The  model  tells  us  what  we  already  know 
intuitively:  As  long-term  inflation  risk  falls,  so 
do  bond  yields.  Of  course,  during  this  long- 
term  downward  move,  bond  traders  overre- 
acted, both  up  and  down,  to  what  they 
thought  the  Fed  was  up  to.  Meanwhile,  right 
under  their  noses,  the  scope  of  monetary 
policy  change  became  compressed  into  an 
increasingly  narrow  band.  Memo  to  investors: 
Buy  long-term  bonds.  Combining  current 
interest  rates  with  modest  capital  gains,  there 
is  a  good  chance  that  bonds  will  outperform 
stocks  over  the  next  12  months  or  more. 

For  a  very  different  point  of  view,  read 
Mark  Hulbert's  column  on  page  146.  mm 
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OWN  YOUR  OWN  RANCH  IN 
THE  COLORADO  ROCKIES 


js  Wagon  Creek  Ranch  is  offering  minimum  40  acre  ranches  starting  at  as  little  as  $25,000. 
rovide  full  financing  and  buyer  protection.  If  you've  ever  dreamed  of  owning  your  own  piece  of 
ockies,  now  is  the  time  to  act.  This  property  can  provide  you  with  a  perfect  base  for  vacations, 
-country  skiing,  hunting,  camping  and  a  host  of  other  outdoor  sports  and  family  fun.  For  more 
nation  without  obligation, 

Call  1-800-FORBES-5.  Outside  the  U.S.  (719)  379-3263. 
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How  not  to  get 
escheated 


Checked  all  your  bank  and  brokerage  accounts  lately? 
You  might  find  the  state  has  grabbed  your  money. 


By  Esther  Wachs  Book 

It  was  like  hitting  the  lottery — 
without  even  buying  a  ticket.  Paul 
Laplante,  a  retired  New  Jersey  com- 
puter consultant,  got  a  letter  from  a 
finder's  service.  Great  news,  it  said. 
We've  found  an  account  in  your  la- 
ther's company's  name  containing  an 
asset  worth  $622,050.  That  was  news 
both  to  Laplante  and  his  87-year-old 
mother. 

But  it  was  true.  He  later  discovered 
that  way  back  in  1930  his  father  had 
done  some  legal  work  for  Parker 
Mills,  a  New  England  company,  and 
been  paid  in  warrants  of  company 
stock.  It  was  no  big  deal,  and  he  died 
without  ever  mentioning  the  account. 

It  w  as  no  big  deal — except  for  this: 
Parker  Mills  was  eventually  acquired 
via  a  stock  swap  by  another  New 
England  textile  company.  The  name 
of  the  acquiring  company:  Berkshire 
Fine  Spinning,  later  Berkshire  Hatha- 
way. Those  once  nearly  worthless 
warrants  had  blossomed  into  66 
shares  of  what  had  become  Warren 
Buffett's  investment  company. 

Paul  Laplante  was  thrilled.  But  he 
was  also  appalled  at  the  tinder's  cut. 
The  New  York-based  service,  Equi- 
Search  Services,  Inc.,  wanted  33%  of 
the  money  simply  for  locating  La- 
plante and  filing  some  papers  with  the 
state.  Which  state?  Edward  H.  Gold- 
fader,  president  of  EquiSearch,  didn't 
even  say. 

Laplante  knew  his  father  had  always 
lived  and  worked  in  Massachusetts,  so 
he  contacted  the  unclaimed  property 
office  in  Massachusetts  and  asked  for 
information  on  the  missing  account. 
Bingo.  There  was  dad's  company 
name,  old  address  and  Social  Security 


number.  Within  two  months  La- 
plante reclaimed  Berkshire  Hathaway 
stock  which  had  grown  to  $975,000. 
"Mom  had  been  living  on  pension 
and  Social  Security  until  then,"  says 
Laplante.  "She  never  had  to  worry 
after  that." 

Laplante's  tale  had  a  happy  ending. 
But  it  raises  a  chilling  question:  How 
did  those  shares  end  up  in  the  custody 
of  the  state  of  Massachusetts? 

Some  of  the  oldest  law  s  on  the 
books  enable  states  to  escheat  (yep, 
that's  the  term)  personal  property, 
including  bank  accounts,  stocks, 
bonds,  safe-deposit  boxes,  insurance 
policies  and  mutual  fund  shares  that 
are  unclaimed. 

States  used  to  wait  15  years  or  so  to 
glom  on  to  those  assets,  but  in  recent 
years  many  have  shortened  that  wait- 
ing period  to  only  3  or  5  years.  So  if 
you  leave  an  account  dormant  for  that 
period  of  time,  or  if  account  state- 
ments and  dividends  are  repeatedly 
returned  to  the  sender,  the  state  can 
and  will  seize  those  assets. 

It's  a  lucrative  racket.  States  are 
sitting  on  $11.5  billion  and  are  add- 
ing $2.5  billion  each  year  to  their 
coffers,  turned  over  by  banks,  broker- 
age houses,  mutual  funds  and  insur- 
ance companies.  Some  states,  includ- 
ing Texas,  Florida  and  the  District  of 
Columbia,  do  not  even  pay  interest 
on  seized  accounts  that  are 
reclaimed. 

The  states  are  fully  aw  are  that  every 
nickel  they  escheat  belongs  to  the 
account  holders  or  their  heirs.  But 
typically  they  make  only  token  efforts 
to  find  the  rightful  owners,  regardless 
of  the  size  of  the  account.  In  New 


York,  for  example,  lists  of  "missing" 
account  holders  are  published  in  local 
newspapers  once  a  year.  There  are 
pages  and  pages  of  names,  alphabet- 
ized, in  flyspeck  type.  That's  about  it. 

But  there  are  plenty  of  middlemen 
who  do  make  the  minimal  effort  to 
track  down  the  rightful  owners  of 
dormant  accounts,  and  nick  a  usuri- 
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ABOVE: 

Warren  Buffett 

Unwitting 

benefactor. 

LEFT: 

Paul  Laplante 
Learned  his  late 
dad  once  owned 
stock  in  a  compa- 
ny acquired  by 
Berkshire  Hatha- 
way. Massachu- 
setts was  sitting 
on  $975,000  worth 
of  shares. 


olis  10%  to  35%  of  what's  recovered. 
All  for  a  few  minutes'  work.  It's 
child's  play  tracking  people  down  in 
this  computer  age,  through  post  of- 
fice, credit  and  other  databases. 

Some  states  have  imposed  10%  to 
15%  legal  limits  on  what  finders  can 
charge,  but  the  more  aggressive  find- 
ers, like  Capital  Tracers,  Inc.  in  New 


York,  often  get  lists  before  the  money 
is  actually  turned  over  to  the  state. 
This  way,  they  can  still  legally  charge 
you  as  much  as  35%. 

Hey,  what  about  the  broker  or  the 
banker?  Shouldn't  he  alert  you  when 
your  money  is  about  to  be  seized? 

Some  banks  make  a  conscientious 
effort.  Framingham  Savings  Bank,  a 


community  bank  in  the  Boston  area, 
not  only  mails  a  notice,  as  required  by 
law,  but  also  cross-references  ac- 
counts, contacts  credit  bureaus  and 
searches  branch  offices  for  informa- 
tion on  missing  customers. 

Don't  expect  the  same  treatment 
from  big-city  banks.  Chemical  Bank, 
for  instance,  sends  out  two  form  let- 
ters to  the  last  address  on  file.  But  we 
all  get  a  blizzard  of  mail,  most  of  it 
junk.  It's  easy  to  miss  an  envelope 
from  a  bank,  fund  or  broker,  lost  in  all 
the  promotional  clutter. 

What  holds  for  banks  also  goes  for 
brokerages,  mutual  funds  and  insurers. 
If  they  receive  returned  dividend  checks 
or  statements  stamped  "undelivera- 
ble"  or  "deceased,"  the  assets  often  tall 
into  the  "abandoned"  or  "dormant" 
category.  In  many  cases,  the  account 
holders  have  simply  moved. 

Lots  of  money  gets  "lost"  this  way. 
About  2%  of  the  average  mutual 
fund's  customer  base  is  unaccounted 
for  (Forbes,  Aug.  17, 1992).  Transfer 
agents  hold  $10  billion  worth  of  secu- 
rities, accruing  $500  million  a  year  in 
dividends,  which  cannot  be  delivered. 
The  problem  is  so  acute  that  the  SEC 
plans  to  propose  guidelines  later  this 
year  requiring  transfer  agents  to  make 
more  than  cursor)'  efforts  to  find  lost 
clients. 

Moral:  If  you  move,  don't  neglect 
to  notify  the  depositories.  Don't  rely 
on  the  change  of  address  form  you  file 
with  the  post  office.  Keep  records  of 
your  bank  accounts,  stocks  and  fund 
information.  If  you  own  a  computer, 
what's  it  for?  Quicken  and  similar 
software  programs  work  nicely. 

If  you  have  savings  accounts,  visit 
the  banks  at  least  once  a  year,  if  only  to 
have  the  interest  posted.  Check  your 
safe-deposit  box  annually,  and  don't 
forget  to  pay  rental  fees. 

What  if  a  finder  does  come  to  you 
with  some  missing  assets?  If  a  substan- 
tial amount  of  money  is  involved, 
make  an  effort  to  locate  it  yourself. 
Lists  of  holders  of  "lost"  property 
are  generally  available  through  state 
treasurers'  or  comptrollers'  offices  in 
the  unclaimed  property  section,  and 
many  take  phone  inquiries.  California 
updates  its  list  monthly  and  charges 
$75  for  a  microfiche  copy.  These  lists, 
obviously,  are  where  the  bandits  who 
charge  usurious  fees  get  their  leads  in 
the  hist  place.  n 
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Smelly  little 
orthodoxies 


Tom  Sowell's  latest  book  cuts  the  ground  from  under 
multiculturalism  and  fuzzy-minded  affirmative  action. 


By  James  W.  Michaels 

Marlon  Brando  caused  a  stink  by 
complaining  about  Jewish  influence 
in  the  entertainment  business.  The 
poor  slob  was  only  being  logical.  If  it 
is  the  proper  role  of  government  to 
promote  diversify  in  granting  con- 
tracts, TV  licenses  and  employment, 
why  should  the  fantasy  industry  be 
exempt? 

Logical  or  not,  Brando  was  spout- 
ing nonsense.  He  and  his  fellow  liber- 
als could  learn  a 
lot  if  they  would 
take  the  trouble 
to  read  Thomas 
Sowell's  latest 
book,  Migrations 
and  Cultures 
(Basic  Books, 
$30).  Where 
others  theorize 
about  why  some 
ethnic  groups  do 
better  economically  than  others, 
Sowell  traveled  the  world  in  search  of 
answers.  What  he  found  offers  little 
comfort  to  those  who  think  govern- 
ment policy  can  make  all  groups  eco- 
nomically equal. 

Sowell  writes:  "Gross  statistical  dis- 
parities in  the  'representation'  of 
[ethnic  and  racial]  groups  in  different 
occupations,  industries,  income  levels 
and  educational  institutions  have  been 
the  rule — not  the  exception — all  across 
the  planet.  Moreover,  many  of  these 
disparities  have  persisted  for  genera- 
tions or  even  centuries." 

The  politically  correct  explanation  is 
that  the  least  successful  groups  are  vic- 
tims of  oppression  and  that  the  most 
successful  groups  have  stacked  the 
deck.  However,  historical  reality 
explodes  the  "oppression"  theory. 
Because  of  history  and  geography,  dif- 


ferent ethnic  groups  have  acquired  dif- 
ferent skill  patterns  and  habit  patterns. 
This  is  not  a  moral  issue.  It  is  a  fact. 
"The  fashionable  but  false  dichotomy 
between  'blaming  the  victim1  and 
'blaming  society,'"  Sowell  writes, 
"ignores  factors  for  which  no  blame  is 
in  order."  This  book  is  about  those 
factors  and  how  some  peoples  have 
overcome  them — though  only  at  con- 
siderable cost  and  over  considerable 
periods  of  time. 

What  makes  some  ethnic  groups 
more  successful,  economically  speak- 
ing, than  others?  Cultural  traits  play  a 
big  role.  Sowell  means  culture  in  its 
broadest  sense:  He  notes,  for  example, 
that  mountain  people,  whether  from 
Europe  or  Asia  or  Latin  America,  share 
many  characteristics.  He  discovers  that 
people  located  close  to  large  bodies  of 
water  are  more  likely  than  others  to  be 
urban  and  urbane.  What  is  a  culture's 
attitude  towards  work,  towards  sex, 
towards  family,  towards  education, 
towards  authority? 

In  all  these  things  ethnic  groups 
differ,  and  some  traits  are  more  func- 
tional than  others.  These  habits,  skills 
and  attitudes  often  persist  in  ethnic 
groups  for  long  periods,  even  after  the 
members  have  left  their  native  land. 
For  example,  in  the  Western  World  we 
no  longer  automatically  pass  occupa- 
tions from  father  to  son.  Yet  how 
many  lawyers'  children  become 
lawyers,  doctors'  children  doctors, 
journalists'  children  journalists?  Plenty. 
The  stubborn  persistence  of  cultural 
patterns  is  not  something  that  can  be 
changed  by  law. 

Mi/jrations  and  Cultures  is  the  third 
in  a  related  series  of  books  by  Sowell, 
all  dealing  with  the  interplay  of  cul- 
ture, broadly  defined,  and  economics. 


In  this  volume  he  looks  at  six  great 
diasporas  of  modern  times:  the 
German,  the  Italian,  the  Jewish,  the 
Chinese,  the  Japanese  and  the  (east) 
Indian.  In  their  migrations  each  of 
these  ethnic  groups  became  minorities 
in  assorted  lands  and  each  succeeded 
there  against  daunting  odds.  Interest- 
ingly, Sowell  shows,  economic 
strength  came  first,  with  politics  and 
respect  following.  The  Jews  were  not 
alone  in  suffering  pogroms  and  resent- 
ment. In  fairly  recent  times  Chinese 
and  Indian  minorities  have  suffered 
them,  too.  The  minorities  often  begin 
by  being  despised  and  end  by  being 
resented. 

The  book  is  a  strong  indictment  of 
both  affirmative  action  and  multicul- 
turalism. The  former  because  it  tends 
to  be  self-defeating,  the  latter  because 
it  discourages  minorities  from  shed- 

"Histoty  cannot  be  pretti- 
fied," Sowell  writes,  "in  the 
interest  of  promoting 
'acceptance'  or  'mutual 
respect'  among  peoples. 
There  is  much  in  the  history 
of  every  people  that 
does  not  deserve  respect." 


ding  old  habits  and  adopting  new, 
more  functional  habits.  Sowell  shows 
that  non-adaptive  customs  do  more  to 
hold  people  back  than  prejudice  does. 

There's  a  good  touch  of  George 
Orwell  in  Tom  Sowell.  One  of 
Orwell's  main  targets  was  political 
hypocrisy  on  the  left  and  so  is  Sowell's. 
Like  Orwell,  Sowell  refuses  to  falsify 
or  ignore  facts  that  he  finds  unpleasant 
or  inconvenient.  "History  cannot  be 
prettified,"  Sowell  writes,  "in  the  inter- 
est of  promoting  'acceptance'  or 
'mutual  respect'  among  peoples  and 
cultures.  There  is  much  in  the  history 
of  every  people  that  does  not  deserve 
respect."  Progress  begins  with  recog- 
nizing those  faults  and  trying  to  cor- 
rect them. 

(Some  readers  have  told  us  that 
Tom  Sowell's  books  are  unavailable 
at  their  local  bookstore.  They  are 
always  available — often  at  a  dis- 
count— from  Laissez  Faire  Books  in 
San  Francisco,  800-326-0996. )  M 
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MAN'S  GUIDE  to  buying  DIAMONDS 


He's  expecting  DIAMONDS. 
lon't  PANIC.  We  can  help. 


The  way  to  a  man's  heart  is  through  his  stomach, 
but  the  way  to  a  woman's  usually  involves  a 
jeweler.  Just  think  of  golf  clubs,  or  season 
tickets  wrapped  in  a  little  black  velvet  box. 
That's  how  women  feel  about  diamonds. 

To  know  diamonds  is  to  know  her.  Find  out 
what  she  has  her  heart  set  on.  Is  it  a  pendant, 
anniversary  band,  or  ear  studs?  You  can  find 
out  by  browsing  with  her,  window  shopping, 
watching  her  reactions  to  other  women's  jewelry. 
Go  by  body  language,  not  just  by  what  she 
says.  Then,  once  you  know  the  style,  you  can 
concentrate  on  the  diamond. 

Like  people,  no  two  diamonds  are  alike. 
Formed  in  the  earth  millions  of  years  ago 
and  found  in  the  most  remote  corners  of  the 
world,  rough  diamonds  are  sorted  by  DeBeers' 
experts  into  over  5,000  grades  before  they  go 
on  to  be  cut  and  polished.  So  be  aware  of  what 
you  are  buying.  Two  diamonds  of  the  same 
size  may  vary  widely  in  quality.  And  if  a  price 
looks  too  good  to  be  true,  it  probably  is. 


Maybe  a  jeweler  is  a  man's  best  friend.  You  want  a  diamond  you  can  be  proud  of.  So  don't  be  attracted 
o  a  jeweler  because  of  "bargain  prices."  Find  someone  you  can  trust.  Ask  questions.  Ask  friends  who've 
one  through  it.  Ask  the  jeweler  you  choose  why  two  diamonds  that  look  the  same  are  priced  differently, 
ou  want  someone  who  will  help  you  determine  quality  and  value  using  four  characteristics  called  The  4Cs. 
"hey  are:  Cut.  not  the  same  as  shape,  but  refers  to  the  way  the  facets  or  flat  surfaces  are  angled.  A  better 
ut  offers  more  brilliance;  Colon  actually,  close  to  no  color  is  rarest;  Clarity,  the  fewer  natural  marks  or 
inclusions"  the  better;  Carat  weight,  the  larger  the  diamond,  usually  the  more  rare.  Remember,  the  more 
ou  know,  the  more  confident  you  can  be  in  buying  a  diamond  you'll  always  be  proud  of. 
.earn  more.  For  the  booklet  "How  to  buy  diamonds  you  11  be  proud  to  give"  call  the  American  Gem  Society, 
epresenting  fine  jewelers  upholding  gemological  standards  across  the  U.S.,  at  800-340-3028. 
Compromise  now?  Where's  your  bean?  Go  for  diamonds  beyond  her  wildest  dreams.  Go  for  something 
hat  reflects  how  you  really  feel.  You  want  nothing  less  than  a  diamond  as  unique  as  your  love.  Not  to 
nention  as  beautiful  as  that  totally  perplexing  creature  who  will  wear  it. 

Diamond  Information  Center 
Sponsored  by  DeBeers  Consolidated  Mines,  Ltd.,  Est.  1888. 
A  diamond  is  forever.  DeBeers 
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COLLECTORS 


Ming  and  Qing 

Demand  is  picking  up  for  antique  Chinese  furniture- 
among  both  Asian  collectors  and  Americans. 


By  Doris  Athineos 

The  most  expensive  piece  of  furni- 
ture in  the  world  is  a  display  cabinet 
made  in  Florence  around  1728.  It  last 
sold  at  auction  at  Christie's  in  New 
York  in  1990,  for  $15.2  million. 

Prices  like  this  are  driving  money- 
wise  collectors  to  top-quality  Chinese 
furniture.  So  far,  the  highest  amount 
paid  for  a  Chinese  piece  is  $354,500, 
for  an  18th-century  table,  auctioned 
in  1994  at  Sotheby's  in 
New  York.  "Compared  to 
European  furniture  of  the 
same  date  and  quality,  Chi- 
nese furniture  is  cheap," 
says  Dr.  Jack  Bulmash,  a 
geriatric  medicine  specialist 
in  Chicago. 

What's  getting  hot  now 
are  pieces  from  the  late 
Ming  (1550-1643)  and 
early  Qing  (1644-1800) 
dynasties.  Among  promi- 
nent collectors  are  Edward 
(Ned)  Johnson  III  of  Fidel- 
ity Investments  and  Mi- 
chael Ovitz,  now  of  Walt 
Disney. 

The  stuff  is  made  to  last. 
"If  my  children  bump  into 
the  furniture,  they  get  hurt, 
not  the  furniture,"  says 
Mi  mi  Hung,  a  collector 
married  to  Raymond 
Hung,  chairman  of  Applied  HUB— 
International  Holdings  in 
Hong  Kong. 

The  furniture  makers  used  durable, 
exotic  hardwoods,  and  fashioned 
pieces  that  fit  together  like  a  jigsaw 
puzzle.  Unlike  their  European  coun- 
terparts, they  rarely  used  nails  and 
glue.  "Western  cabinet  makers  are 
blacksmiths,  while  the  Chinese  are 
jewelers,"  asserts  Robert  Ellsworth, 
author  of  Chinese  Furniture,  the  col- 
lectors' bible  on  the  subject. 

The  most  prized  pieces  are  made  of 
huanghuali,  a  honey  yellow  to  choco- 
late-red hardwood  similiar  to  rose- 


wood, and  zitan,  which  is  plum-black 
in  color.  These  hardwoods  from 
Southeast  Asia  became  popular  in  the 
late  16th  century.  Before  then,  even 
the  Imperial  household  had  to  make 
do  with  pieces  crafted  from  softer 
woods  and  heavily  lacquered. 

Using  huanghuali,  Ming-period 
cabinet  makers  created  elegant  tables, 
stools  and  tapered  cabinets  for  schol- 


men  were  turning  out  highly  ornate 
zitan  pieces. 

"Ming  furniture  tends  to  be  light, 
and  a  good  piece  looks  like  it  could 
float,"  says  Berliner.  "Qing  furniture 
design  can  get  a  little  out  of  hand." 

Over  the  centuries,  a  lot  of  quality 
Chinese  furniture  was  made.  (Experts 
date  it  by  the  century,  not  the  de- 
cade.) But  it  didn't  attract  serious 


Three-hundred-year-old  huanghuali  chairs  from  Ned  Johnson 
"Compared  to  European  furniture,  Chinese  furniture  is 


s  collection 
cheap." 


ars  and  government  officials  who  ap- 
preciated the  grain  of  the  wood.  But 
beauty  alone  didn't  sell  it.  Thanks  to 
the  joinery,  pieces  could  easily  be 
knocked  down  and  reassembled.  "It 
was  take-apartable,  and  that  made  it 
convenient  to  travel  with,"  says  Nan- 
cy Berliner,  guest  curator  of  the  Mu- 
seum of  Fine  Arts  in  Boston.  The 
joiner)'  was  sometimes  left  exposed, 
to  become  part  of  the  design. 

At  first,  the  more  exotic  zitan  was 
saved  for  small  boxes  and  brush  pots. 
But  by  the  early  Qing  period,  crafts- 


attention  in  the  West  until  the  1930s, 
when  academics  and  diplomats  work- 
ing in  Beijing  began  shipping  it  home. 

"The  West  discovered  Chinese  fur- 
niture before  the  Chinese  did,"  says 
Marc  Wilson,  director  of  the  Nelson- 
Atkins  Museum  in  Kansas  City,  Mo. 
The  Kansas  City  museum  contains 
the  country's  largest  public  collection 
of  Chinese  hardwood  furniture, 
thanks  to  Laurence  Sickman,  a  Har- 
vard Yenching  fellow  in  Beijing  in  the 
1930s.  He  was  recruited  by  the  mu- 
seum's trustees  to  hunt  down  Chinese 
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Couch  made  of  rare  zitan  wood  is  expected  to  fetch  $100,000 

"If  my  children  bump  into  it,  they  get  hurt,  not  the  furniture." 


art.  Hardly  anyone  else  was  interested 
in  it  then. 

Not  so  today.  Shrewd  American 
collectors  vie  with  Chinese  million- 
aires in  Taiwan,  Singapore,  Hong 
Kong,  Malaysia  and  China  itself. 

Ned  Johnson,  as  usual,  was  quietly 
ahead  of  the  pack.  After  catching  the 
boom  in  American  furniture  way  back 
in  the  1970s,  he  moved  on  to  the 
unvarnished  couch  beds  and  floral- 
motif  chairs  from  China  that  now  fill 
his  home.  "I  have  been  interested  in 
Chinese  export  materials  for  a  num- 
ber of  years  and,  as  a  consequence  of 
that,  collected  a  few  pieces  of  domes- 
tic Chinese  furniture,"  says  Johnson. 
A  few  pieces?  The  Forbes  Four  Hun- 
dred member  has  amassed  the  largest 
private  collection  of  Chinese  furni- 
ture in  the  world — over  1,100  pieces. 

It's  getting  harder  to  find  good 
pieces  in  the  U.S.  Major  auction 
houses  would  love  to  offer  more,  but 
quality  lots  only  rarely  come  into  their 
hands.  '•'Traditionally  the  best  pieces 
tend  to  be  sold  privately,'"  laments 
Theow  Tow,  senior  director  of  Chi- 
nese art  at  Christie's. 

Yet  prices  still  remain  relatively  low 
by  comparison  with  European  and 
American  pieces.  A  pair  of  simple 
horseshoe-back  Ming  chairs  was  re- 
cently auctioned  for  $23,000,  for 
example. 

At  the  Asian  art  fair  in  New  York  in 
April,  Bulmash  picked  out  a  finely 
caned  18th-century  table  screen  for 
$6,500.  On  a  recent  trip  to  Hong 
Kong,  he  bought  a  small  zitan  paint- 
ing table  from  dealer  Grace  Wu  of 
Grace  Wu  Bruce  Co.  for  $29,000. 

There  are  pitfalls  for  rookie  collec- 
tors. Laws  prohibit  old  furniture  from 


leaving  Hong  Kong  or  China  ,  but  it 
still  comes  out  by  the  boatload.  The 
wood  may  be  Ming  period,  but  not 
the  furniture.  Metropolitan  Museum 
trustee  Florence  Irving  warns,  "My 
feeling  is  what's  coming  out  of  China 
now  is  reassembled  from  parts." 

You'll  be  hearing  a  lot  more  about 
Ming  and  Qing  in  the  months  ahead. 
Christie's  managed  to  snare  a  rare 
motherlode  of  important  haunghuali 
and  zitan  furniture,  which  is  slated  to 
go  under  the  hammer  in  New  York  on 
Sept.  19.  The  collection  was  once 


Yoke-backed  chair  from  the  17th  century 
The  Ming  elite  strove  for  simplicity. 


displayed  at  the  privately  owned  Mu- 
seum of  Classical  Chinese  Furniture 
in  Renaissance,  Calif.  Last  year  the 
museum  sold  its  entire  collection  for  a 
reported  $10  million  to  an  unnamed 
Taiwanese  businessman,  who  con- 
signed it  to  auction. 

Ned  Johnson  is  putting  some  of  his 
pieces  on  public  view  at  the  Museum 
of  Fine  Arts  in  Boston.  "Beyond  the 
Screen:  Chinese  Furniture  of  the  16th 
and  17th  Centuries"  opens  on  May 
18.  You  can  also  see  some  of  John- 
son's collection  of  rural  Chinese  fur- 
niture— another  nascent  collecting 
field — at  the  Peabody  Essex  Museum 
in  Salem,  Mass.  through  Aug.  7. 

The  Metropolitan  Museum  of  Art 
in  New  York  will  soon  have  a  perma- 
nent exhibition  of  Ming-period  furni- 
ture in  the  new  Chinese  galleries  that 
open  in  the  spring  of  1997.  Herbert 
Irving,  founder  of  System  &  Sales 
Corp.,  and  his  wife,  Florence,  recently 
donated  about  $20  million  to  build 
the  new  wing. 

Because  of  the  prevalence  of  fakes, 
it's  smart  to  use  a  reputable  dealer. 
Among  these  are:  M.D.  Flacks  (212- 
838-4575)  and  R.H.  Ellsworth  (212- 
535-9249)  in  New  York;  Nicholas 
Grindlev  (44-171-437-5449)  and 
John  Eskenazi  (44-171-409-3001) 
in  London;  and  Grace  Wu  Bruce 
(852-2537-1288)  in  Hong  Kong. 

Want  to  read  up  on  the  subject?  Try 
your  local  library  for  the  out-of-print 
Chinese  Furniture,  by  Robert  Ells- 
worth (Random  House,  1971).  Or 
Classic  Chinese  Furniture,  by  Chinese 
scholar  Wang  Shixiang  (Art  Media 
Resources,  Ltd.,  1991).  Hi 
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hat's  your  idea  of  the  good  life? 
Owning  property  right  in  the 
heart  of  the  Ozarks,  one  of  America's 
favorite  recreational  areas?  Or  owning 

property 
that  you 
can  turn 
into  a 
weekend 
retreat,  a 
retirement 
reward,  a 
vacation  get-away  or  a  year- 
round  country  home?  Whatever 
your  definition,  it's  all  here  at 
Forbes  Lake  of  the  Ozarks.  Over 
12,800  magnificent  acres  with 
five  miles  of  shoreline  plus  three 
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your 
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pristine  interior  lakes,  averaging  over  20 
acres.  A  serenely  beautiful  setting  with  dra- 
matic vistas,  rolling  meadows. ..and  best  of 
all,  you  can  afford  it. 

Forbes  Lake  of  the  Ozarks-Where  the  good 
life  is  very  affordable. 

Up  until  now,  land  of  this  quality,  if  avail- 
able to  the  public,  was  surely  out  of  reach 
for  many.  However,  Forbes  Inc,  publishers 
of  Forbes  Magazine  is  offering  for  sale  this 
property  through  our  Colorado  real  estate 
division,  Sangre  de  Cristo  Ranches.  We  can 
offer  sites  averaging  two  acres  that  start  as 
low  as  $5,000.  We  love  to  show  off  our 
Ozarks.  Come  and  see  for  yourself.  We're 


only  120  miles  from  Branson,  Missouri,  the 
new  entertainment  mecca,  108  miles  from 
Jefferson  City,  the  state  capital,  and  120 


Enjoy 
borsebac. 
riding  on 
the  rangi 


Forbes^ 
Lake  ofwie 
Ozarks^ 


miles  from  Kansas  City.  In  the  meantime, 
we'll  be  happy  to  send  you  more  informa- 
tion, maps,  brochures  and  all  the  details 
about  our  liberal  money  back  and  exchange 
privileges.  Just  call  Forbes  Lake  of  the 
Ozarks. 

1-816-438-2801 


A  PLACE  FOR  ALL  SEASONS  IN  THE  HEART  OF  AMERICA. 

An  Offering  Statement  h<b  I  een  filed  with  the  State  of  New  York.  Such  filing  does  not  constitute  approval  by  the  state  of  New  York  of  the  value  or  quality  of  these  properties.  A  copy! 
of  the  Offering  Statement  is  available  on  request  from  the  offeror.  NYA-95-18.  The  project  is  registered  with  the  Iowa  and  New  Jersey  Real  Estate  Commissions  and  Oklahoma  and  i 
Kansas  Securities  Commissions.  K(  gistration  does  not  indicate  that  those  states  or  any  Federal  agency  has  approved,  judged  or  endorsed  the  merits  or  value  of  the  project  or  recom- 
mended purchase  of  the  property.  Obtain  the  Offering  Statement  for  each  state  and  the  Property  Report  required  by  Federal  law  from  the  developer  and  read  before  signing  anythiq 
Equal  Credit  and  Housing  Opportunity.  A.  Jack  Nerud,  Nebraska  and  Iowa  Real  Estate  Broker.  24-100  N.J.  Reg.  Sangre  de  Cristo  Ranches  Agency,  licensed  real  estate  broker  in 
Colorado.  ILL-IL-95-130.  AD  9523267  MI  95-837-6376. 
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"The  more  things  change  . . ." 
70  years  ago  in  Forbes 

(From  the  issue  of  May  1,  1926) 
"Some  mergers  will  be  forbidden. 
All  will  not.  Why  should  there  be  any 
objection  to  a  large  oil  refining  com- 
pany in  the  East  acquiring  oil-produc- 
ing property  in  California,  for  exam- 
ple? There  is  nothing  smacking  of  a 
monopoly  in  that.1' 


It  may  not  seem  stylish  now,  but  cars 
like  these,  at  such  prices,  made  the  U.S. 
an  automotive  nation  in  the  1920s. 


"The  Great  God  Mussolini  contin- 
ues to  renew  his  strength  and  add  to 
his  power  daily  and  'the  end  is  not 
yet.'  Just  what  the  end  will  be,  the 
world  perhaps  might  shudder  to 
prophesy.  A  so-called  fanatic  attempt- 
ed assassination  of  the  Dictator.  The 
flesh  was  willing  but  the  aim  was  poor, 
and  popular  fervor  added  martyrdom 
to  the  brightening  halo." 

60  years  ago 

(From  the  issue  oh  May  1,  1936) 
"Morgan  Stanley  &  Co.,  organized 
by  Morgan  partners  to  conduct  the 
underwriting  and  investment  branch 
of  the  House  of  Morgan  when  legisla- 
tion forbade  banks  of  deposit  to  en- 
gage in  the  security  business,  immedi- 
ately sprang  into  the  front  rank.  Since 
opening  its  doors  less  than  eight 
months  ago,  it  has  sponsored  the 
issuance  of  more  than  $478  million  in 
securities,  a  total  never  remotely  ap- 
proached by  any  other  newly  created 
organization.1'' 

"A  store  manager  of  the  Eba  Piggly 
Wiggly  chain  in  Seattle  has  set  some 
sort  of  a  record  for  making  the  best  of 
things.  Eba  has  decided  to  give  a  live 
monkey,  instead  of  a  muslin  goat,  to 
the  last-place  store,  which  it  will  hold 
until  a  monthly  checkup  shows  that  it 
has  moved  up.  One  hoped-for  result  is 
that  the  monkey  will  bring  neighbor- 
hood children  and  their  parents  into 
the  store." 


50  years  ago 

(From  the  issue  oh  May  1,  1946) 
"It  is  disheartening  to  see  our  Con- 
gress, legislating  for  a  whole  nation, 
again  buckling  under  the  pressure  of  a 
very  small  but  vociferous  minority. 
How  can  mutilation  of  the  Selective 
Service  Act  be  reconciled  with  our 
announced,  and  congressionally  sup- 
ported, intent  to  'win  the  peace'? 
Heaven  forbid  a  repetition  of  our 
'ostrich-like  policy'  which  followed 
World  War  I  and  helped  to  bring  on 
World  War  II." 

-Malcolm  Forbes 

"A  novel  banking  feature  is  one  Chi- 
cago bank's  planned  curb  service  de- 
partment. One-way  drive-in  banking 
facilities  will  be  provided  for  motor- 


ists,  who  will  be  able  to  transact  their 
business  while  remaining  in  their  cars. 
Ten  tellers'  windows  are  expected  to 
take  care  of  1 ,500  customers  daily." 

25  years  ago 

(  From  the  issue  oe  May  1 ,  1971 ) 
"It's  an  old  market  adage  that  for 
action  you  go  to  the  most  active 
stocks;  and  it  has  certainly  been  true  in 
1971.  From  year's  end  to  around 
April  Fools'  Day,  the  nil  was  up  7.6%, 
the  S&P  500,  9.1%,  the  Amex  Stock 
Index  15.2%.  But  the  50  most  active 
Big  Board  and  Amex  stocks  rose  an 
average  of  46.4%  and  49.2%." 

"When  William  D.  Hanna  and  Jo- 
seph R.  Barbera  first  joined  MGM  as 
cartoonists  back  in  1937,  they  didn't 
think  twice  about  Walt  Disney  and 
Mickey  Mouse.  They  were  too  busy 
creating  their  own  cat-and-mouse 
cartoon  series  called  Tom  and  Jerry,  a 
series  that  is  still  running  and  has  won 
them  seven  Academy  Awards.  But  [  in 
1957]  Hanna  and  Barbera  went  on 
their  own  to  exploit  a  niche  that 
Disney  had  missed:  low  -cost  cartoons 
for  television.  So  they  began  cranking 


out  cheap  but  clever  characters  like 
Yogi  Bear,  Fred  Flintstone  and  Huck- 
leberry Hound.  By  1970  H-B  ranked 
one,  two,  three  on  the  Saturday 
morning  Nielsen  ratings." 


William  Hanna  and  Joseph  Barbera  (right) 
rivaled  Walt  Disney  with  cartoon  charac- 
ters like  Yogi  Bear  and  Fred  Flintstone. 


10  years  ago 

(From  the  issue  oh  May  5,  1986) 
"Buying  foreign  stocks  is  all  the 
rage.  Last  year  alone,  U.S.  holdings 
abroad  jumped  $9  billion.  But  the 
trend  is  getting  so  hot  now  that  peo- 
ple in  Wall  Street's  back  offices  are 
sweating  bullets.  The  fail  rate  on  for- 
eign stock  transactions  at  major  bro- 
kerages is  about  40%  (vs.  about  1%  for 
U.S.  stocks).  That  means  foreign 
stock  trades  foul  up  40%  of  the  time." 

"You  can  get  a  mammogram  at  Dr. 
Martin  Bruetman's  High  Tech  Medi- 
cal Park  in  suburban  Chicago  for 
$60 — less  than  half  what  some  area 
hospitals  charge.  Bruetman  has  other 
bargains — an  EEG  ($80  at  High  Tech, 
$160  elsewhere ),  a  chest  X  rav  ($40  at 
High  Tech,  $60  elsewhere).  High 
Tech  Medical  Park,  the  first  such  free- 
standing treatment  center,  is  making 
hospital  administrators  nervous."  ■■ 


Chicago's  Dr.  Martin  Bruetman  resting 
in  a  High  Tech  Medical  Park  MRI  machine. 
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/  hope  a  start  at  getting 
some  oil  out  of  the  enor- 
mous Alaska  field  isn 't 
indefinitely  mired  in  a 
bureaucratic  morass  as 
a  result  of  our  national 
concern  for  the  ecology. 
This  concern  must  not  be 
so  misguided,  misdirected, 
misused  that  it  serves  to 
stop  economic  growth, 
to  bankrupt  companies,  to 
stifle  new  development, 
new  jobs,  new  horizons. 

In  fighting  new  pollu- 
tion and  stemming  present 
pollution,  exciting,  some- 
times costly  means  and 
methods  exist  and  others 
will  evolve.  But  blanket 
legislative  naysaying 
to  expanding  power  and 
energy  sources  is  stupid, 
self-defeating. 

-Malcolm  Forbes  ( 1970) 


A  Text  .  .  . 

For  we  wrestle  not 
against  flesh  and  blood, 
but  against  principali- 
ties, against  powers, 
against  the  rulers  of  the 
darkness  of  this  world, 
against  a  spiritual 
wickedness  in  high 
places. 

-Ephesians  6:12 


Sent  in  by  Daniel  J.  Prinzing, 

Wmdyville,  Mo. 

What's  your  favorite  text? 

The  Forbes  Scrapbook 

of  Thoughts  on  the  Business 

of  Life  is  presented  to  senders 

of  texts  used. 


Teenagers  are  people  who 
express  a  burning  desire  to 
be  different  by  dressing 
exactly  alike. 
-Anonymous 

Instruction  in  the  art  of 
parenting  can  and  should  be 
an  integral  part  of  the 
studies  in  all  school 
classes,  K  through  12. 
-Joseph  L.  Fant  III 

Polish  doesn't  change  quartz 
into  a  diamond. 

-WlLMA  ASKJNAS 

Regret  for  the  things  we  did 
can  be  tempered  by  time;  it 
is  regret  for  the  things  we 
did  not  do  that  is  inconsolable. 

-Sidney  J.  Harris 

I  want  to  thank  everybody 
who  made  this  day  necessary. 
-Yogi  Berra 


America  has  the  world's  best 
money.  Every  U.S.  dollar  is 
secured  by  the  universal 
demand  for  it. 

-CULLEN  HlGHTOWER 

If  you  think  there's  a 
solution,  you're  a  part 
of  the  problem. 

-George  Carlin 

In  general,  the  art  of  gov- 
ernment consists  of  making 
as  much  money  as  possible 
from  one  class  of  citizens 
to  give  to  the  other. 
-Voltaire 

More  than  9,000  "Thoughts,"  indexed  by  author  and 
subject,  are  available  in  a  three-volume  boxed  set  at 
$69.50  ($27.50  per  volume  if  purchased  separate- 
ly). Also  available,  a  one-volume  edition  of  over 
3,000  "Thoughts."  Price:  $27.50.  Send  check  and 
order  to  Forbes  Books,  P.O.  Box  11234,  Des  Moines, 
IA  50340.  Add  sales  tax  on  orders  in  New  York  State 
and  other  states  where  applicable.  For  faster  service 
call  1-800-234-4553  and  charge  to  your  credit  card. 


It  is  a  curious  fact  about 
British  Islanders,  who  hate 
drill  and  have  not  been  in- 
vaded for  nearly  a  thousand 
years,  that  as  danger  comes 
nearer  and  grows  they  be- 
come progressively  less 
nervous;  when  it  is  imminent 
they  are  fierce,  when  it  is 
mortal  they  are  fearless. 
-Winston  Churchill 

I've  learned  that  in  a 
divorce,  only  the 
lawyers  come  out  ahead. 

-37-year  old's  discovery 

As  long  as  you  [prospective 
parents]  are  in  your  right 
mind  don't  you  ever  pray  for 
twins.  Twins  amount  to  a  per- 
manent riot.  And  there  ain't 
no  real  difference  between 
triplets  and  an  insurrection. 
-Mark  Twain 

An  honest  mistake  always 
favors  the  restaurant. 
-Robert  FIalf 

Every  great  advance  in 
natural  knowledge  has 
involved  the  absolute 
rejection  of  authority. 

-Thomas  Huxley 

I  must  go  down  to  the  seas 
again, 

To  the  lonely  sea  and  the  sky; 

And  all  I  ask  is  a  tall  ship 

And  a  star  to  steer  her  by. 
-John  Masefield 

When  men  reach  their 
60s  they  retire  and  go 
to  pieces;  women  just 
go  right  on  cooking. 

-Gail  Sheehy 

If  you  want  to  leave  your 
footprints  on  the  sands 
of  time,  be  sure  you're 
wearing  work  shoes. 
-Italian  proverb 
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Chevy  Suburban 

LIKE  A  ROCK 


For  a  free  product  brochure  call  1-800-950-2438  or  visit  ui  .it  http://www.chevrolel.coni 
The  Chevrolet  Emklem  and  Suhurhan  are  registered  trademarks  and  Chevy  i,  a  trademark-  of  tke  CM  Corp.  ©1996  GM  Corp.  All  Rights  Reserved.  Buckle 


SERVING  OUR  POLICYHOLDERS  INUWS  OF 


Atlanta 
19% 


WORKING  FOR  OUR  SHAREHOLDERS  TO  MAKE  OUR  FINANCIAL  PERFORMANCE  JUST  GE 
PROVIDING  OUR  AGENTS  WITH  INNOVATIVE,  QUALITY  PRODUCTS  TO  HELP  THE  SERVICE  TO  OUR  CLIENTS  JUST  GE 

A  A 


EES  TO  GROW  AND  THRIVE  AND  MAKE  OUR  ORGANIZATION  JUST  GET  BETTER 


dedicated  to  serving  our  policyholders,  protecting  them  in  health  ai 
aiding  them  in  the  event  of  an  accident  or  illness.  We  are  continually  working  to  make  sure  our  efforts  alio 
our  clients  who  suffer  medical  setbacks  to  concentrate  on  this  one  important  thought:  Just  Get  Betti 


BROADCAST 


Insuring  Over  38  Million  People  Worldwide 


AFLAC  INCORPORATED  IS  A  FORTUNE  500®  COMPANY.  http://WWW.aflaC.COm  ©1996Amencan  Family  Life  Assurance  Company  of  Columbus  (AFLAC 


BOSS 

HUGO  BOSS 
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FOLEY'S 


GUCCI 

timepieces 

BURDINES 


HECHT'S 


Bentley. 

You  don't  park  it,  you  position  it 


Beneath  the  stunning  lines  of  the  Bentley  Azure  is  the  sophisticated  technology 
of  a  150  mph  supercar.  Its  turbocharged,  intercooled  6.75  liter  V-8  engine 
can  launch  it  from  standstill  to  60  mph  in  6.3  seconds. 

Inside,  this  Bentley  is  as  sensuous  as  it  is  sporting.  A  sumptuous  leather 
cockpit,  enhanced  by  hand-polished  burr  walnut  veneer,  will  accommodate 
four  occupants  in  traditional  Bentley  style. 

For  lease  or  purchase  information  and  nearest  dealer, 
call  (800)237-65  57. 


The  Reward  of  a  Lifetime. 


lolls-Royce  Motor  Cars  Inc.,  1995   The  name  "Bentley"  and  the  badge  and  radiator  grille  are  registered  trademarks 


SCOTTSDALE,  AZ 

Auto  -  Konig 

BEVERLY  HILLS,  CA 

Rolls-Royce  of  Beverly  Hills 

MONTEREY,  CA 

Boulevard  Communications 


NEWPORT  BEACH,  CA 

Newport  Beach  Cars,  Inc. 

PASADENA, CA 

Rusnak/Pasadena 

RANCHO  MIRAGE,  CA 

Fred  Smith's  LTD. 


SACRAMENTO,  CA 

Chuck  Swift  Sales  &  Leasing 

SAN  DIEGO.  CA 

Cornes  Motors 

SAN  FRANCISCO,  CA 

British  Motor  Cars  Distrib.,  Inc. 


THOUSAND  OAKS,  CA 

Nesen  Motor  Car  Company,  Inc. 

HONOLULU,  HI 

Cutter  Motor  Cars,  Inc. 

LAS  VEGAS,  NV 

Chaisson  Motor  Cars 


PORTLAND,  OR 

Monte  Shelton  Motor  Company 

BELLEVUE,  WA 

Barrier  Motors,  Inc. 


Which  came  first,  the  club  or  the  hole? 


This  is  the  par  6  12th  hole  at  Meadows  Farms  Golf  Course  in  Locust  Grove, 
Virginia.  An  841-yard  monster  with  two  lakes,  four  tees,  and  a  sand  trap  shaped 
like  a  three  leaf  clover.  About  the  only  thing  missing  is  a  bus  stop. 

It  may  seem  at  first  glance  like  an  unfair  test,  but  if  you  talk  to  some  golf 
course  designers,  they'll  tell  you  technology  is  shortening  the  game.  Balls  carry 
farther.  And  holes  that  were  once  challenging  par  5's  are  now  playing  more 
like  long  par  4's.  Well,  we've  got  news  for  these  golf  architects:  You  ain't  seen 
nothin'  yet. 

Introducing  the  new  Tommy  Gun  Titanium  Driver. 

The  Tommy  Gun  takes  length  and  accuracy  off  the  tee  to  a  new  level,  by 
combining  our  unique  Cavity  Balanced  platform  sole  with  the  latest  in  titanium 
technology.  Long  renowned  in  the  aerospace  industry  for  its  light  weight, 
uniform  density,  and  remarkable  strength,  titanium  is  a  material  ideally  suited 
for  use  in  golf  club  construction. 

It  is  these  properties  which  have  allowed  us  to  make  the  Tommy 
Gun  head  a  full  40  percent  larger  than  a  typical  steel  driver  head, 
thus  providing  a  super-large  sweet  spot  for  virtually  error-free 
contact  in  the  tee  box.  What's  more,  we've  lengthened  the 
graphite  shaft  to  45  inches,  resulting  in  greater  clubhead  speed 
at  impact. 

The  overall  effect  of  this  state-of-the-art  technology  is  fewer 
miss-hits,  incredible  control,  and  distance  that  borders  on  the 
unbelievable. 

Take  the  new  Tommy  Gun  out  for  a  test  drive.  You'll  see  why  it's  got 
golf  course  designers  everywhere  scratching  their  heads... and  sharpening 
their  pencils. 

For  more  information,  call  1-800-468-7268  or  visit  our  World  Wide  Web 
site  at  http://www.tommyarmour.com. 


TAKE  YOUR  GAME  TO  THE  NEXT  LEVEL 


Available  with  steel  shafts  bv  Irue  Temper   mid  qnps  bv  («>lf  {'rule        W95  Tommy  A, 


I The  new  Tommy  Gun 
supersize  titanium  driver 


Made  with  f  ine  acjed  Scotch,  delicate  hepbs  and  a  touch  of  heather  honeu. 

TLe    Attract  ion    of  Drambuie. 


Features 

Old  Fish,  Old  Florida  It's  tarpon,  by  a  whisper  78 
A  Splash  Of  Burgundy  What-a-canal  diary  86 
Straight  Outta  Brooklin  Boatbuiidi  tig  IOI  96 

Tying  One  On  Dressed for  drinking  102 

I'm  Not  Half  The  Man  I  Used  To  Be  Confessions  of  a  former  fat  guy  108 

Let  Us  Now  Praise  Fat  Balloon  with  i  mpunity  112 

De  Rigueur  Unreserved  seating  115 

Push  And  Shove  In  A  Cold  Climate  Iceland's  big  thaw  ne 

Conte 

The  Video  Racket  Learningjrom  the  new  tennis  tapes  127 
ExceSSOrieS  Black  &  white  130 


More 


"Did you  see 
the  skunk  ?"  I  asked. 
"What  skunk?" 
she  replied. 
"The  one  that 
threatened  me. " 

Page  108 


ICE 

CUBES 

OOW  BAB  OKMIfiK? 


iei 

CUBES 

IS  ONE  BAG  EM*' 


Page  102 


FY  I 


FORBES  7 


Departments 

The  FYEye  Our  vision  thing  16 
Ml.  SisyphUS  Hair,  there  and  everywhere  23 
Pamelli  JoneS  Beautiful  Beemer  27 
Reviews  On  Tape  Aural  adultery  33 
Touring  Pro  Britain's  hospitable  hospitals  39 
Grape  Juice  Premier  predictions  45 

The  Irascible  Traveler  One  unhappy  camper  53 

Stunt  Man  Clan  of  the  cave  scare  59 
The  FYI  Signpost  Worth  the  trip  65 
The  Golf  Bag  The  pro-am  scam  71 

Big  BidneSS  And  the  Woody  Woodpecker  portrait  goes  to. . .  134 
The  Bull  Board  Cut  and  pasted  140 
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The  price  club 
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Think  American 
hospitalfood 
is  bad?  Try  choking 
down  an 
egg-and-pickle 

sandwich 
after  surgery. 
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KBKS 


FYI 


Stainless  steel  watch  from  the  Hampton  Collection  for  men  and  women 
Quartz  movement.  Water-resistant  to  99  feet. 


Baume  &  Mercier 

GENEVE 

TouRnenu 

NEW  YORK  •  GENEVA  •  PAl.M  BEACH  •  BAL  HARBOUR  •  COSTA  MESA 

NEW  YORK  •  NYC;  Madison  Ave.  &  52  St..  Madison  Ave.  &  59  St.,  7  Ave.  &  34  St. 

•  Garden  City.  Long  Island;  Roosevelt  Field 
FLORIDA  •  Palm  Beach;  175  Worth  Ave.  •  Bal  Harhour;  Bal  Harbour  Shops 
CALIFORNIA  •  Costa  Mesa;  South  Coast  Pla/a  SHOP-AT-HOME:  1-800-348-3332 


I  have  seen  history  unfold  before  me. 

I  have  seen  the  enduring  strength  of  the  human  spirit. 

I  have  seen  freedom  triumph  over  oppression. 

I  would  like  to  see  peace. 


-lames  Nachtwey,  photojournalist. 


DISPOSABLE  CONTACT  LENSES 


Something  as  precious  as  your  sight  deserves  something  as  advanced  as  l_Day  Acuvue.  The  ultimate  contact  lens. 
Precision  crafted  like  no  other  lens.  You  change  them  every  day,  so  they're  cleaner,  more  comfortable 
and  healthier  for  your  eyes.  Visit  your  doctor  for  a  free  trial! 

What  would  you  like  to  see? 


©  1996J&J  VPI. 


A  mystical  land  -  KOREA.  Full  of  the  merciful  of  BUDDHA 
carved  in  stone  with  countenance  both  mild  and  powerful. 
KOREA  is  waiting  for  you,  with  the  Korean  smiles  that  touch  your  heart. 


TOUCH  THE  SPIRIT — 


Korea  National  Tourism  Org 

FOR  MORE  TOUR  INFORIWT 
TOLL  FREE  NUMBER 

1 -800 -TOUR  KOREA(868-75 


Apathy  is  a 
dominant  gene. 

Mutate. 


ncompromisingo 


Jul 


tie  loio 


At  Nikko  Hotels  throughout 
North  America,  you  will  experience  the 
incomparable  services  and  amenities 
of  a  world-class  luxury  hotel.  You  will 
also  find  a  dedicated  staff  committed  to 
excellence  ...anticipating  and  exceeding 
the  needs  of  the  business  traveler. 


Spacious  rooms  designed  for  the  business 
traveler.  Voice  mail,  dataports,  many  with 
in-room  fax  machines.  A  fully  equipped 
Executive  Business  Center  with  computers, 
printers. ..everything  to  rival  your  own  office  and  available  whenever  you 
need  it.  Even  a  state-of-the-art  Fitness  Center.  All  with  the 
hospitality  and  attention  to  detail  that  has  become  a  Nikko  tradition. 


Nikko  Hotels.  An  uncomplicated 
approach  to  luxury.  In  North  America' s 
most  dynamic  cities,  the  uncompromising 
choice  for  the  business  traveler. 


nikko  hotels  international 

SIMPLY  EVERYTHING.  SIMPLY. 

For  reservations  at  any  Nikko  Hotel  call  your  travel  professional  or  1.800.NIKKO.US. 
Or  simply  fax  your  reservation  to  L800. 544 .4455. 

Over  40  Nikko  Hotels  worldwide 
'   ■  'erica:  New  York  (Essex  House)  •  Atlanta  •  Chicago  •  San  Francisco  •  Los  Angeles  •  Honolulu  llliLai)  •  Mexico  City 
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THE  PASHA  CHRONOGRAPH 


THE  ART  OF  BEING  UNIQUE. 


(a /tie/' 

JEWELERS     SINCE  1847 


X  HILLS  •  BOSTON  •  CHEW  CHASE  •  CHICAGO  •  FORT  LAUDERDALE  •  HONOLULU  •  HOUSTON  •  LAS  VEGAS  •  MONTREAL  •  NEW  YORk  •  PALM  BEACH 
BTH  COAST  PLAZA  •  ST.  LOUIS  •  TORONTO  •  VANCOUVER  •  ARUBA  •  FREEPORT  •  NASSAU  •  SAN  JUAN  •  ST.  BARTHELEMY  •  ST.  MARTIN  •  ST.  THOMAS 


TO  ORDER  A  COPV  OF  OUR  CATALOGUE,  PLEASE  CALL  1-800  C ARTIER. 


"Love  your  enemies. 
It  makes  them  so  damn  mad." 
— P.D.  East 


Barking 
Havoc: 
The  Dogs 
Of  War 


Th 


In  the  trenches  of  World 
War  I  they  were  "Angels 
of  Mercy."  In  WWII,  - 
the  "Devil  Dogs."  GIs  in  Vietnam 
called  them  "Hell  on  Paws."  And 
these  days?  "Nothing  you  could 
print,"  says  Master  Sergeant  Darren 
Warden,  superintendent  of  dog 
training  at  Lackland  Air  Force 
Base,  San  Antonio,  headquarters 
for  the  U.S.  military  working  dogs. 

The  sergeant's  acerbity  belies 
fondness,  of  course.  Over  2,000 
Lackland  grads  are  stationed 
around  the  globe,  Belgian  Mali- 
nois,  most  of  them.  It's  a  dog's  life: 
eight-  to  ten-hour  days  on  patrol  in  Panama,  sniffing  explo- 
sives from  Korea  to  Kuwait,  nailing  drug  runners  here  in  the 
States.  Eighteen  dog  units  accompanied  U.S.  troops  to 
Bosnia.  With  mines  thick  as  weeds,  you  can  bet  they  won't 
be  sniffing  each  other. 

The  K-9  corps  has  had  its  share  of  distinguished  pooches. 
Chips,  a  German  shepherd-collie  mix,  was  recommended 
for  three  medals  in  Italy  and  North  Africa,  and  took  a  mem- 
orable bite  out  of  Eisenhower  during  the  battle  of  Salerno. 
Nemo,  a  German  shepherd,  lost  an  eye  in  battle  at  a  U.S.  air 
base  in  Tan  Son  Nhut  after  sounding  the  alarm  of  a  Vietcong 
raiding  party.  This  summer,  The  Dog  Museum  in  St.  Louis 
is  honoring  the  Dogs  OfWar — and  their  handlers — with  an 
exhibit  of  stories,  photographs  and  memorabilia.  (May  5- 
Sept.  15.  The  Dog  Museum,  ij2i  S.  Mason,  St.  Louis,  M06jiji; 
1  (-S2r-j64j,faxji4-82i-yj8i.) 


The  custom  of  guest 
books  has  a  long- 
historical  reach. 
The  Album  Amicorum, 
or  Book  of 
Friends, 
dates  from 
mid- 16th- 
century 
Europe,  when 
scholars  and  noble- 
men at  home  or  abroad 
recorded  the  autographs 
and  verses  of  friends.  By 
the  18th  century, 
Byron  and  others 
on  the  Grand  Tour 
sprinkled  verses 
in  the  registers 
of  Italian  hostels, 
in  the  tradition 
of  Joseph  Addison. 

In  America, 
few  early  guest 
books  survive. 
Ethan  Allen 
Crawford's  at 
Crawford  Notch, 
New  Hampshire, 
(1827-1839; 
now  lost)  were  a 
celebrated  exam- 
ple. For  most  of 
the  19th  cen- 
tury, American 
guest  books  were  quite  pro- 
saic— not  much  more  than 
a  listing  of  house  guests.  It 
was  not  until  the  Belle 
Epoque  that  they  became  an 
opportunity  for  literary  or 
artistic  expression. 

Time  for  a  revival?  Guest 
books  offer  opportunity  for 


Guest  Who's 
Coming  To  Dinner 


competitive  gamesmen, 
observant  house  guests  an) 
literary  stylists,  as  well 
as  an  outlet  for  frank 
remarks,  bad 
poetry  and 
display  of 
knowledge 
After  ex- 
hausting wore 
of  praise,  more  adept 
players  move  up  to  the 
"twisted  topos,"  much  fa- 
vored in  ancient  Greece  am 
Rome.  This  is  the  hint  of  ai 
compliment  wrapped  in  a 
cynical  platitude,  e.g.,  "Ou 
gratitude  continues... but 
it  can  be  sincere." 

Seek  alliance  with  futui 
guests  by  revealing  the 
location  of  the  wine  cellar 
key.  Or  sow  anxiety:  "At  la 
I  learned  how  the  snake 
got  into  the  guest  room." 
Gush  sentiments  are  out,  o 
course,  and  one  must  be 
wary  of  aspiring  writers,  a 
was  the  Duchesse  de 
Gramont  when  (to  her  hor 
ror)  she  spotted  a  young 
novelist  hovering  over  the 
guest  book:  "Pas  de 
pensees.  Monsieur  Proust. 
Juste  votre  signature." 

Smythson  of  Bond  Stree 
(U.S.A.)  carries  a  nice  line 
of  leather-bound,  gold-edge 
guest  books,  $140-$275; 
800-345-6839. 

— George  Herrick 
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t's  hardly  news  that  the 
Prince  of  Wales  is  an  avid 
amateur  watercolorist. 
s  landscapes  and  architectural 
ludies,  including  "Wensleydale 
om  Moorcock"  and  "Balmoral" 
Uve  justly  received  praise  for 
leir  subtle,  sometimes  moody 
lalities. 

Now  conies  news  from 
ttheby's  London  that  it  plans 
f  auction  off  "several  rare  pieces 
lam  His  Royal  Highness' 
l-ivate  portfolio  of  satirical 
latercolors."  Offerings  include 
!'he  Bayonetting  Of  The 
uparazzi  Outside  Buckingham 
ilace"  (right)  and  "Princess 
f  Whales"  (above). 

Sotheby's  spokesman  Guy 
iques-Phetheis  declined  to 
;veal  just  how  they  had  come 
i to  possession  of  the  paintings, 
it  did  confirm  that  proceeds 
om  the  sale  will  go  to  the 
rince's  charitable  trusts, 
i  Buckingham  Palace  would 
ny  only  that  it  was  "aware"  of 
ne  auction,  but  declined  further 
pmment. 

Serious  inquiries  only,  please, 
yfax,  44-171-409-3100. 


Prince 
Charles' 

Private 
Portfolio 


\  s  if  we  needed  another  excuse  to  twist  a 
Ur-\  cork,  a  new  study  suggests  wine  may  stave 
-    JL_  off  Montezuma's  revenge. 

Intrigued  by  medical  lore  about  oenophiles 
eing  spared  the  cholera  epidemic  in  icjth-cen- 
lry  Paris,  Martin  Weisse,  a  physician  at  West 
irginia  University,  tested  wine  on  bacteria  that 
mse  upset  stomach  and  diarrhea.  In  his  lab,  the 
octor  mixed  E.  co/i,  salmonella  and  shigella  with  small 
mounts  of  Portuguese  red  and  California  white.  For  com- 
arison,  he  also  tried  tap  water,  Pepto  Bismol,  tequila  and 


Wine 

Dime 


FY  I 


a  20-proof  dilution  of  pure  alcohol.  In  each 
case,  wine  worked  best  and  fastest:  it  took 
only  20  minutes  for  both  shades  to  wipe 
out  10  million  shigella,  while  Pepto  Bismol 
took  nearly  two  hours.  Weisse  suspects 
\    the  bug-killing  properties  stem  from 
high-acidity  and  antiseptic 
"polyphenols"  released  dur- 
ing fermentation.  It  ain't  the 
alcohol,  alas:  tequila  and  20- 
proof  had  little  effect. 
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Take  A  Bow,  Tie 


w 


hatever 
came  out  of 
ast  year's 
Million  Man  March, 
one  thing  is  clear:  the 
bow  tie  is  back.  The 
Fruit  of  Islam  (left),  Minis- 
ter Farrakhan's  private 
Praetorian  Guard,  made  yet 
another  bold  fashion  state- 
ment. Just  because  you're  an 
infidel  doesn't  mean  you 
can't  look  snazzy,  too. 
Silk  bow  tie,  $18.50,  at  Jos.  A. 
Bank  Clothiers,  800-285-2265 
for  store  information. 


Life  At  The  Bottom:  A  View  From  The  Top 

Here  comes  the  end  of another  school  year,  and  with  it  hordes  of  students  andgrads  in  search  of real jobs.  ..summer jobs. .  .any job  at  alA 
Lest  your  kids  think  they're  the first  to  suffer  the  indignities  of menial  labor,  here  are  some  of  the  worst jobs  CEOs  have  ever  had. 


John  Dasburg, 
Northwest  Airlines 


John  Warnock, 
Adobe  Systems 


Alan  Shugart, 
Seagate  Technology 


Lauren  Patch, 
Ohio  Casualty 

Philip  Quigley, 
Pacific  Telesis  Group 


Bruce  Ranck, 
Browning-Ferris 

Bob  Levine, 
Cabletron  Systems 


G.  Craig  Sullivan, 
Clorox 

Leslie  G.  MoCraw, 
Fluor 


Donald  Griffin 

OU11 


WORST  JOB 


Spent  three  months  on  a  scow  hauling  "dried  food  garbage"  to  ocean  dumping,  a  job  he  took  be- 
cause "it  sounded  like  an  adventure  and  the  money  was  pretty  good.  I  was  seasick  every  day  from 
the  motion  of  the  boat  and  the  aroma  of  the  garbage." 

After  receiving  his  master's,  spent  a  summer  recapping  tires  at  Firestone  Rubber.  "It  entailed 
working  in  1 15-degree  heat,  six  days  a  week,  with  two  10-minute  timed  breaks  during  the  day. 
think  my  pay  was  $1.75/hour.  This  job  drove  me  to  apply  with  IBM. 

As  a  14-year-old,  spent  "four  hours"  catching  cut  alfalfa  with  a  pitchfork  from  a 
jt-ie  loader  on  the  back  of  a  flatbed  truck.  "Required  more  strength  than  I  had.  The 

V 

Worked  as  a  night  watchman  for  a  University  of  Kentucky  women's  dorm.  "My  hours  were  11  p.m 
to  7  a.m.  As  I  unlocked  the  door  for  the  women,  many  would  relate  why  they  were  late." 

Spent  six  months  processing  advertising  contracts  in  a  "volume-intensive  sweatshop  environment 
requiring  little  or  no  imagination.  I  almost  resigned.  Purple  ditto-machine  ink  found  its  way  onto 
every  inch  of  my  body." 

Spent  two  mouths  one  summer  picking  raspberries  "for  60  cents  a  flat.  Picked  one 
berry  at  a  time,  with  great  strain  on  both  back  and  knees."  (Ranck  also  spent  time  on 
the  back  of  a  garbage  truck.  Notes  a  B-F  spokesman:  "He  never  really  objected  to  that.") 

Spent  a  few  years  in  landscaping,  making  "a  lot  of  mistakes,  including  burning  the  lawn 
of  one  of  my  customers,  Senator  John  McCormick."  Experienced  "lots  of  cases  of  poison  ivy 
and  insects  in  my  pants,  and  the  end  of  my  career  in  landscaping." 

Spent  summers  reading  gas  and  electric  meters.  Encountered  "sweltering  heat,  lots  of  rain,  unco- 
operative customers,  barking  and  biting  dogs,  and  several  flea  infestations  in  dirty  basements." 

sg^f  Spent  a  summer  washing  dishes,  a  job  he  took  after  his  father  encouraged  him  to  "get  the 
hardest  job  I  could  find.  It  was  neverending.  Once  I  got  all  the  dishes  done,  another  load 
-  SfS  would  come  in." 

■  y&  K^k  His  first  job  at  Olin  was  as  a  backwoods  dynamite  salesman.  Included  "crawling  on  my 

belly  in  19-inch  coal  seam  mines,  and  midnight  shifts  underground  testing  new  products.' 
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In  1995  the  Ruth's  Chris  Steak 
House  chain  made  an  offer  to 
the  members  of  its  Steak  House 
Gang.  Eat  at  30  different  Ruth's 
Chris  outlets  and  win  a  meal  for  30 
worth  $1,500.  Sixty-three  qualified, 
including  Howard  Baker,  the  XXXL 
senior  v.p.  for  derivative  securities  at 
the  American  Stock  Exchange. 

From  Weehawken  to  Seattle,  Baltimore 
to  Baton  Rouge,  Baker's  five-month  meat- 
and-potatoes  odyssey  took  him  to  16  states 
and  one  U.S.  commonwealth.  His  wife, 


Til 
Have 
The 
Fish 


Carol,  joined  him  21  times. 
Among  the  highlights:  a  trio  of 
two-in-one  days,  and  the  April  7 
three-for-all  of  lunch  in  Las 
Vegas,  dinner  in  Beverly  Hills, 
then  a  late-night  supper 
back  in  Vegas  again. 

Partial  to  the  rib  eye, 
with  Lyonnaise  potatoes 
and  creamed  spinach,  Baker  sounds 
like  he  could  do  it  again.  "I'm  not 
hungry  right  now,"  he  says,  "but  I 
will  be  by  dinner  time." 


ticker  Shock 


Two  tickets  to  the  movies,  New  York  City 


Two  tickets  to  the  movies,  Mexico  City 

Permit  to  climb  Mount  Everest,  Nepal  side 

Reward  offered  by  Andy  Rooney  for  murderer 
of  Nicole  Brown  Simpson  and  Ronald  Goldman 


Reward  offered  by  State  Dept.  for  Mir  Aimal  Kansi,  _ . 
suspected  of  quintuple  shooting  at  the  CIA,  1993 

Mounting  a  Bighorn  sheep  hunt,  Colorado 

Mounting  a  Bighorn  sheep  head 

A  B-2  bomber 


$50,000 


$1,000, 


$2,000,000 


m 


00,000, 


Branching 
Out 


What  do  you  get 
when  you  cross 
an  enchanted  for 
est  with  a  garage  sale? 
Probably  something  like 
artist/designer  Daniel 
Mack's  Manhattan  studio, 
where  chairs  start  out  as 
chairs,  but  then  seem  to 
morph  into  other  mysteri 
ous,  evocative  forms.  Usin 
maple,  hickory  and  other 
American  hardwoods  from 
trees  in  the  forests  aroum 
his  rural  Orange  County 
New  York,  home.  Mack  has 
carved  a  niche  for  himself 
in  the  world  of  rustic  furnil 
ture  design.  The  artist's 
more  sculptural  items — 
"memory  chairs"  he  calls 
them — often  incorporate  oh 
rakes  or  hoes,  or  the 
occasional  five-iron.  The 
challenge  is 
in  restrain- 
ing himself 
from  going 
too  far. 
"It's  easy  to 
overdo  rustic 
furniture," 
says  Mack, 
who  designs 
ornate  ban  is- 
ters  and  cof- 
fee tables  as 
well,  and 
whose  client 
list  includes 
Paul  Simon  and  Richard 
Gere.  "You  can't  just  go  for 
the  most  gnarled,  twisted 
wood  you  see;  that's  like 
telling  a  joke  too  loud." 
And  Mack  hasn't  over- 
looked one 

other  important  aspect  of 
furniture  design:  you 
can  actually  sit  in  these 
chairs — comfortably. 
Daniel  Mack  Rustic 
Furnishings,  1 4  Welling 
Avenue,  Warwick,  New 
York,  10990;  914-986-7293. 
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INIETTY-SIX  IPJEMCFNT  CDF  AILIL  BUSINESS  IPIECDIPILIE 
AM  IE  TUNCdDMFCDMTAlBILlE  DOING  BUJglME^S  IN  MEW  ITOMJKo 
(The  ie@t  stay  at  Tmie  wailexdmf  TcdwiemSo) 

f7t  has  o/ten  been  noted  many  suceesg/if/  Easiness  trip*  6eoin  at  f77ie  'If'ah/orf  i-7ou>ers.  t  {/h/  it  is  rea/hy  no 

wonder.     ,~From  our ftrioate  entrance  an</ /oA/hj  to  oar  6eaa{t/id/a  appointed e.vecutioe^yaest  rooms, 
indioidaa//tj  decorated suites,  an</ /eyendary  impeccable  serfjiee^aoa  ioill^/eel oe/ny  much  at  home  andj/et, 
curiously^  far  from  it.    fFor  reseroations  call^yoar pr<>/essional traoe/ qaent, 
/-cft^-HILTONS  or  callus  at  /-cftW-WALDORF 


Wa/<foff  &bu>ervt  WO  Sa&l  SOtA  Jt/*eet,  ,  \ha  9/orA,  ,  \1/  10022 

The  Waldorl  Towers  is  a  registered  trademark  of  Hilton  Hotels  Corp  ©1996  Hilton  Hotels 


for  store  locations  or  more  information  call  1  -  800  •  388  -  6785 


im  told  that  the  little  color  drawing  you  see  to  your  right  is  sup- 
)sed  to  be  me,  and  the  artist  got  it  right,  in  most  particulars.  I  plead 
lilty  to  the  rep  tie,  the  starched  white  shirt,  the  charcoal  pinstripe, 
i.e  sensible  shoes.  The  strong  chin  is  flattering,  but  plausible.  Where 
e  artist  failed  is  in  the  hair.  I've  got  long  hair,  parted  in  the  mid- 
e.  Or  I  did,  until  this  week.  Until  I  met  Dahlia.  Dahlia  of  Joelle. 


Like  so  much  else  in  the  world, 
is  is  all  John  Lennon's  doing.  For 
e  first  12  years  of  life  I  was  a  stan- 
.rd-issue  midwestern  boy:  madras 
lirt  and  tapered  khakis,  white  socks 
id  penny  loafers,  and  to  top  it  off,  a 
mi-buzz  cut.  Then  the  White  Album 
I  me  out.  As  first-generation  Beatles 
His  of  a  certain  (rapidly  accelerating) 
;e  will  recall,  the  album  came  with 
1  eight-by-ten  glossy  of  each  Beatle. 
lul  looked  pouty,  as  Paul  often  in- 
i  fferably  does.  George  looked  mys- 
Jrious  and  slightly  stoned.  Ringo 
:id  the  nose.  But  John... John  had 
is  hair.  Parted  in  the  middle,  fall- 
Ig  to  the  sides.  I  was  poleaxed.  This 
as  the  look  for  me.  I  bought  a  pair 
[  granny  glasses,  which  I  didn't 
;ed,  and  set  about,  despite  the 
veiling  mystification  of  my  par- 
its,  to  grow  my  hair  until  it  looked 
j  st  like  John  Lennon's.  I  checked  its 
rogress  daily,  in  long  sessions  be- 
:>re  the  mirror.  I  practiced  noncha- 
;  nt  tosses  of  the  head,  tested  various 
lampoos  for  their  ability  to  produce 
ennon-like  effects. 
,  Cut  me  some  slack.  I  was  12  years 
d. 

That  was  more  than  25  years  ago, 
|at  the  long  hair  has  remained, 
lirough  high  school  and  college, 
urough  disco  and  punk  and  grunge, 
lirough  marriage  and  the  birth  of 
iy  children  and  more  jobs  than  I 
ire  to  count.  It  stands,  or  rather 
ills,  as  a  kind  of '60s  velleity,  even 
>  I've  shrugged  off  all  the  other 
lower  child  trappings.  My  politics 
ave  marched  steadily  rightward.  I 
p  longer  object  to  wearing  suits, 
work  in  an  office,  and  I  think 
Lmerica  and  capitalism  are  swell, 
ree  love  seems  appealing  only  in  the 
pstract,  to  the  relief  of  both  my  wife 
|nd  my  secretary.  I  may,  from  the 
utside,  look  on  occasion  like  an 


aging  Kurt  Cobain.  On  the  inside 
I'm  pure  Alan  Greenspan. 

And  I  can't  really  account  for  the 
disjunction.  Joseph  Epstein,  the  es- 
sayist, somewhere  remarks  that  facial 
hair  on  men  makes  him  suspicious, 
since  it  must,  almost  by  definition, 
betoken  a  vanity  of  unseemly  pro- 
portions. I  think  this  is  also  true  of 
long  hair  on  men.  But  in  my  own 
case — more  slack,  please — I  truly  be- 

Mr.  Sisyphus 

lieve  that  the  vanity  lies  only  in  the 
original  inspiration.  When  I  was  12 
I  wore  long  hair  because  I  wanted  to 
be  cool  and  to  get  girls  the  way  a 
Beatle  did.  (This  was  before  I'd  seen 
a  picture  of  Yoko.)  Over  the  years  I 
have  kept  my  hair  long  merely  from 
force  of  habit  and  general  sloth.  I  am 
mirror-averse.  I  hate  getting  my  hair 
cut,  so  every  few  months  I  seek  out 
the  cheapest  barber  I  can  find  and 
tell  him  to  trim — just  trim.  The  re- 
sults, sometimes  quite  bizarre,  are  a 
matter  of  indifference  to  me,  as  my 
appearance  proves. 

Or  rather,  proved,  pre-Dahlia.  I 
met  Dahlia  through  a  friend,  who 
told  me  she  had  just  ended  a  long 
stint  as  barber  to  a  prominent  person- 
age of  professional  interest  to  me. 
Dahlia  could  be  an  interesting  source, 
my  friend  said,  so  I  made  an  appoint- 
ment to  have  her  cut  my  hair  at 
House  Of  Joelle,  where  she  has  now 
chosen  to  hang  her  scissors. 

I  had  never  been  to  a  shop  like 
Joelle,  although  of  course  I've  seen 
similar  setups  on  "Melrose  Place":  all 
glass  and  lacquer  and  sparkling  Bake- 
lite.  Attendants  greeted  me  at  the 
door  and  instructed  me  to  remove  my 
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coat,  shirt  and  tie,  and  to  put  on 
a... kimono.  ("Melrose  Place"  meets 
Shogun.)  They  led  me  to  Dahlia's 
work  area  and  set  me  in  a  modified 
barber  chair.  Then  Dahlia  herself  ap- 
peared, a  friendly,  cheerful  presence. 
She  swiveled  me  toward  the  mirror, 
and  peered  intently. 

There  was  a  long  silence. 

And  then  she  said,  "Wow." 

"Yes,"  I  said. 

"You  like  your  hair  long?" 
"Yes,"  I  said. 

"Your  whole  effect  is  so... so 
shaggy." 

"Actually,  I  blame  John  Len...." 


"I  mean,  who  did  this?"  she  said. 

I  was  going  to  say,  "It's  the  work  of 
many  hands  over  many  decades,  like 
Chartres,"  which  would  have  been 
clever,  but  she  looked  suddenly  as 
though  she  had  eaten  a  bad  cheese. 
She  started  grabbing  handtuls  of  my 
hair,  then  fluffing  them,  then  letting 
them  drop.  "Too  thin  here,"  she'd  say. 
"Way  too  thick  here.  Who  did  this? 
You've  got  all  these  funky  swirls." 

It  was  clear  she  didn't  like  funky 
swirls.  She  grabbed  her  scissors.  "Can 
I?"  she  said  to  my  reflection  in  the 
mirror,  and  my  reflection  nodded.  In 
minutes  I  was  without  swirls.  I  tried 


not  to  watch.  But  she  ke 
drawing  my  attention  to  t 
mirror.  "You  see  this  Hi 
here?"  she  said,  stretching  o 
a  length  of  hair  from  the  na 
of  my  neck.  "We  need 
make  it  so  it  relates  to  this  lii 
here."  She  drew  an  imagina 
line  across  my  ear  and  up  t< 
ward  my  brow.  In  a  mome 
the  line  wasn't  imaginary, 
was  my  hair. 

The  haircut  took  her  almol 
an  hour.  As  she  worked  at  tl 
back  of  my  head,  she  saL 
"We  need  to  keep  this  curve-) 
it  will  make  your  neck  loq 
thinner."  As  she  combd 
around  the  front,  she  saii 
"We  can  accentuate  the  rounq 
ness  of  your  eyes — see?"  An 
then:  "The  sideburns  have  I 
go.  They  make  your  chee 
look  fat."  At  the  end  of  tl 
hour  Dahlia  stood  back 
triumph.  I  stared  at  the  mirrc 
in  awe.  This  wasn't  a  haircu| 
it  was  a  personal  transforrrj 
ation.  Kurt  Cobain  really  wa 
dead.  Suddenly  I  lookej 
round-eyed,  thin-cheeked,  nai 
row-necked. 

"You  look  like  Captaii 
Kangaroo,"  said  a  colleagui 
when  I  got  back  to  the  office 
"Ken  Burns,"  said  another, 
didn't  care.  The  hold  of  Johi 
Lennon  had  been  broken 
Over  the  past  week  I  havl 
spent  more  time  in  front  c| 
the  mirror  than  during  thi 
previous  year.  I  experiment  witl 
bangs,  with  parts,  ever  watchful  fa 
creeping  swirls,  with  the  goal  of  aj 
ever  narrower  neck,  rounder  eyes 
thinner  cheeks. 

.After  25  years  of  indifference,  I  hav< 
given  myself  over,  root  and  branch 
to  personal  vanity.  Whether  this  i 
progress,  I  don't  know.  When  I  goi 
home  after  my  dalliance  with  Dahlia 
my  son  greeted  me  at  the  door. 

"Dad,  you  look  just  like  a  Beatle! 
he  shouted.  'You  look  just  like  Paul!"  t 

Andrew  Ferguson  is  senior  edi- 
tor o/The  Standard. 


ORBES 


FY  I 


^^lcome  to  the  Imperial  Hotel,  Osaka.  ^ 

 : — :   ■ 


Host  to  the  world  for  106  years, 
the  Imperial  Hotel  now  proudly 
welcomes  you  in  the  heart  of 
Osaka.  Here,  as  in  Tokyo,  you'll 
enjoy  luxurious  accommodations. 
Spacious  facilities.  Legendary 
hospitality.  As  well  as  5,000 
cherry  trees  in  full  bloom  every 
spring  along  the  historic 
Okawa  River.  Discover  the  new 
Imperial  Hotel,  Osaka.  Opening* 
on  March  15th.  And  already, 
the  best  address  in  town. 
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IMPE  RIAL  HOTEL 

OSAKA 


8-50,  Tenmabashi  1-chome,  Kita-ku,  Osaka  530,  Japan  Tel:  81(6)881-1 1 1 1  Fax:  81(6)881-1200 

For  information,  contact  the  Overseas  Sales  Offices  of  the  Imperial  Hotel:  London  Tel:  (171)355-1775; 
New  York  Tel:  (212)692-9001 ;  Los  Angeles  Tel:  (213)627-6214. 
For  reservations  at  the  Imperial  Hotel,  Tokyo,  contact:  Tel.  81(3)3504-1 1 1 1, 
or  contact  your  nearest  travel  agent.  For  reservations  at  the  Bali  Imperial  Hotel  resort  on  Legian  Beach,  Bali,  Indonesia,  contact:  Tel.  (62)361-730730. 


tj'  would  be  fair  to  say  I  am  not  usually  a  big  fan  of  small 

c  rs.  Maybe  it  goes  back  to  spending  so  much  time  inside  cars  that 

1 1  like  they  had  been  painted  on  you,  cars  that  fit  tighter  than  your 

6kns  and  where  you  couldn't  move  enough  to  scratch  your...er, 

i!>se.  After  a  few  hours  in  an  old  Indy  monster,  trapped  in  the  150- 

aile-an-hour  lane  and  breathing  the  fumes,  you  start  learning 

drive  the  car  had  to  do  with  some- 
thing that  never  changes.  They  call 
it  money.  Everyone  likes  a  deal.  And 
the  Z3  was  priced  at  just  under  30K 
(base  price  $29,320),  which  seemed 
like  a  bargain.  Word  was  that  both 
Mercedes  and  Porsche  were  floored 
by  the  price,  since  they  are  scheduled 
to  bring  competitive  cars  out  in  the 
next  year  or  so,  but  they  hadn't  been 
planning  on  giving  them  away.  May- 


1;  w  to  appreciate  one  of  those  fat-cat 
c  .users  with  a  great  big  leather  seat 
\de  enough  to  lay  down  and  take  a 
1  p  on.  You  enjoy  throwing  your  arm 
(ier  the  back  of  the  seat  and  stretch- 
w  out  your  legs. 

Over  the  last  few  months,  though, 
ijDSt  of  the  noise  in  the  car  world  has 
l|en  about  something  small  and  hot. 
Jid,  as  a  conscientious,  hard-work- 
E  automotive  journalist,  I  go  where 
rip  action  is.  Or,  in  this  case,  I  get 
;meone  to  bring  it  to  me. 

I  wanted  to  drive  the  new  BMW 
k  roadster  and  see  for  myself  what 

the  shouting  was  about.  But  I 
lobably  would  have  wanted  to  put 
lie  car  through  some  paces  even  if  it 
i.dn't  been  the  star  of  the  latest 
Imes  Bond  movie.  There  were  at 
;ist  three  good  reasons  for  being  cu- 
bus  about  the  Z3. 

!  First,  because  it's  a  Beemer.  We  all 
iiow  that  the  Bavarian  factories 

m't  design  any  junk.  The  BMW — 
jiy  BMW — has  that  good,  un- 

istakable  solid  feeling  of  careful, 
«:erman  engineering  that  everyone 
ikes  and  responds  to  in  a  car.  You 
iipreciate  it  just  slamming  a  door. 
|he  other  car  companies  around  the 
prld  have  pretty  much  caught  up, 

it  there's  still  that  little  something 
I  at  makes  you  think  the  Germans 
ivn  the  franchise. 

The  second  reason  I  was  interested 
I  the  car  was  that  it  is  built  in 

wtanburg,  South  Carolina.  I  didn't 
::pect  that  Americans  would  build  a 

erman  car  any  better — or  worse — 
nan  Germans.  But  it  still  struck 
le  how  much  the  world  of  cars  has 
lianged — right  down  to  who  makes 
pern  and  where — since  I  first  started 
riving.  And  how  all  that  change  has 
:.ade  for  better  cars,  which  is  the  bot- 
l»m  line,  as  they  say. 
I  My  third  reason  for  wanting  to 


Parnelli  Jones 


be,  people  said,  BMW  was  going  to 
sell  the  car  as  a  kit. .  .you  do  the  final 
assembly  and  paint  the  thing.  Some- 
thing like  that. 

Well,  I  got  a  Z3  to  drive  around 
Los  Angeles,  and  I  am  here  to  report, 
straight  out,  that  BMW  isn't  selling 
any  kits,  and  that  the  car  is  as  excit- 
ing as  the  price.  It  is,  as  the  kids 
would  say,  a  "fun  car  to  drive,"  even 
though  I  have  to  admit  that  I  enjoyed 
it  more  on  the  little  winding  hill  roads 
than  I  did  on  the  freeways  in  traffic, 
where  I  like  to  sit  up  high  and  feel  like 
I'm  a  running  back  with  a  bunch  of 
300-pound,  steroid-shooting  gorillas 
out  in  front  of  me.  In  the  Z3,  I  felt 
more  like  a  little  flanker  who  had 
gone  over  the  middle  and  was  sur- 
rounded by  linebackers  breathing  fire. 

But  that's  getting  ahead  of  the 
story.  Let's  start  at  the  beginning. 

The  first  Parnelli  question  is  al- 
ways: does  the  car  have  enough  power? 

When  I  want  to  go,  I  want  to  go. 
I  can't  be  waiting  for  the  engine  to 
catch  up  with  me. 

The  Z3  is  powered  by  a  16-valve, 
four-cylinder,  in-line,  dual-cam  en- 
gine that  produces  138  horsepower. 
So  the  car,  which  only  weighs  about 
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a  ton  and  a  quarter,  and  is  front  en- 
gine, rear  drive,  has  plenty  of  power. 
It  hits  60  mph  at  around  8.5  seconds, 
after  all,  and  has  a  top  speed  of  116 
mph.  My  only  complaint  is  that  it's  a 
little  weak  down  in  the  low  end,  and 
you  need  the  rpms  to  make  it  per- 
form (that's  generally  true  of  four- 
valve  technology).  I  didn't  have  any 
problem,  especially  with  the  crisp 
five-speed  transmission — an  auto- 


feels  absolutely  positive  and  precise. 
For  a  small  car,  it  has  a  relatively  long 
wheel  base  (96.3  inches)  and  a  low 
center  of  gravity.  Big,  fat  i6-by~7  inch 
wheels  and  almost  a  5°/5o  weight  dis- 
tribution. You  have  to  really  work  to 
make  it  come  loose  from  the  road.  (I 
always  try,  just  to  know  where  the 
edge  is;  like  stepping  up  close  to  the 
rail  when  you're  on  the  balcony  of  a 
high  building.) 


The  good  news  is  that  the  Spartanburg  plant  will  turn  out  35,000  Z3s  in  the  1996  model 
year.  The  bad  news?  Only  about  14,000  of  them  will  stay  in  the  U.S. 


matic  is  available  for  about  a  thou- 
sand bucks  more — and  clean  gear 
splits  to  help  keep  the  car  running 
where  it  needed  to  be. 

But  the  Z3  may  not  suit  the  style  of 
some  American  drivers  who  came 
along  in  the  days  when  displacement 
meant  power,  pure  and  simple,  and 
are  still  stuck  there.  Drivers  like  that, 
if  they  can't  change,  might  want  to 
wait  for  the  six-cylinder  engine  that 
will  be  coming  along  next  year  in  all 
its  316  horsepower  glory.  Or  buy  a 
muscle  car  with  a  push-rod  engine. 

So,  let's  say  that  the  Z3  passes  the 
first  and  most  important  Parnelli  test. 

The  answer  to  my  next  question 
was  much  easier  to  answer.  Is  the  car 
fun  to  drive? 

The  answer  is:  yeah,  man. 

When  you  come  right  down  to  it, 
you  just  about  always  feel  good  sitting 
in  a  convertible,  even  when  the  car  is 
-randing  still.  On  the  move,  the  Z3 
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The  Z3  has  rack  and  pinion  steer- 
ing that  is  very  responsive,  and  disc 
brakes  all  around  that  will  stop  you  in 
a  New  York  hurry. 

It's  handling  that  really  makes  a  car 
fun  to  drive,  and  this  car  has  truly  su- 
perior handling.  You  can  get  into  the 
driving  without  having  to  make  Indy 
500  kind  of  speeds.  That's  the  point 
of  the  little  roadsters,  and  always  has 
been,  going  back  to  the  MG  and  be- 
yond. In  fact,  that's  what  this  car  re- 
minds me  of — the  old  MG,  with 
modern  technology  and  engineering. 

But  that's  only  part  of  it.  Everyone 
knows  that  a  sports  car  has  to  have  the 
look,  or  all  that  performance  and  en- 
gineering won't  count  for  the  steam 
off  yesterday's  soup.  Style  is  what  you 
like,  and  I  have  to  say  that  I  like  the 
way  this  car  looks.  It  has  the  rounded, 
graceful  lines  that  I  think  of  as  clas- 
sic, but  at  the  same  time,  there's  a  flow 
to  the  car  that  makes  it  contemporary. 


(I  could  probably  write  about  fashic 
too,  if  anybody  asked  me.)  In  sho 
this  is  a  fine  looking  car  on  the  01 
side.  And  the  inside  isn't  too  shabt 
either.  The  dash  was  clean  and  u 
cluttered.  Some  people  have  cor 
plained  that  BMW  stuck  with  wh 
they  had  been  doing  in  other  cai 
but  that's  okay  with  me.  I  think, 
digital,  high-tech  dash  would  be  0 
of  place.  The  upholstery  in  my  c 
was  leather  and  felt  plu: 
and  supple.  The  biggest  su 
prise  was  just  how  comfoi 
able  the  interior  of  the  c 
felt.  It  wasn't  like  I  w 
wearing  the  car. 

The  Z3  is  a  small  car,  f 
sure,  but  it  felt  almost  bi 
You  won't  be  doing  a  lot 
hauling — the  five-  cubi 
foot  trunk  is  only  servicj 
able — or  carrying  a  lot 
passengers.  But  that  com 
with  this  particular  territor 
As  a  matter  of  fact,  I  ke 
thinking  that  this  was  a  c 
that  fills  a  particular  nichl 
and  fills  it  just  about  pe 
fectly.  I  imagine  that  the 
are  a  lot  of  FYI  readers  wl 
are  like  me. They  have  a  fe 
years  on  them.  They  rv 
their  own  company,  they've  gotte 
used  to  a  little  comfort  and  they  ci 
afford  it.  But  every  now  and  thei 
they  like  to  open  up  the  corral  gal 
and  turn  it  loose.  (I  broke  my  baq 
snowmobiling  when  I  opened  thi 
gate  a  while  back.) 

The  only  warning  is  you  may  ha\ 
to  wait  a  bit  to  have  your  fun.  BM\i 
is  only  building  35,000  Z3S  out  of  trj 
Spartanburg  plant  for  the  1996  modi 
year  and,  sorry,  six  out  of  ten  of  thos 
are  headed  overseas.  The  U.S.  mai 
ket  gets  only  about  14,000.  All  yo 
can  do  at  this  point  is  run  down  an 
get  your  name  on  your  dealer's  wail 
ing  list,  or  you  can  hire  a  broker  t 
find  one  for  you.  Or  you  can  just  coc 
your  jets. 

It'll  be  worth  it,  believe  me.  Yo 
can  pretend  you're  James  Bond.  Oi 
you  can  just  enjoy  the  wind  in  you 
hair  and  the  pleasure  of  feeling  youru 
again.  The  Z3  is  a  kick.  • 
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Want  to  make  a  splash?  Our  Trocadero™  Suite  sets  the  stage  for  a  whole  new  wave  of  bathroom 
furniture.  And  the  way  it  combines  materials  with  line  and  function  just  may  knock  your  socks  off.  Suite 
includes  whirlpool,  toilet,  bidet  and  vanities  with  Trocadero  faucets.  Ready  to  get  your  feet  wet?  See 
the  Yellow  Pages  for  a  Kohler®  Registered  Showroom.  For  product  literature  send  $8  to  Kohler  Co., 
Dept.  PX5,Kohler,WI  53044  or  call  1-800-4-KOHLER,  ext.  PX5. 
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i  live  well. 

have  one  tremendous  passion,  and  that's  the  passion 
ttributed  to  all  Welsh-born  people.  The  passion  for  singing. 
\  t's  a  God-given  gift  to  harmonize. 9 

flake  a  plan. 

Mivor&ea  long  hours.  I  never  turned  down  overtime.  And  I 
invested  in  the  future.  I  want  my  children  to  remember  me  as  the 
i  mn  who  sort  of  inspired  them  to  stand  on  their  own  two  feet. 9 

le  your  own  rock. 

Pudendal  offers  life  insurance,  investments,  health  coverage  and 
eal  estate  that  can  help  you  manage  your  life.  And  live  well. 
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Captivating  beauty- 
Enduring  value. 

The  scratchproof  •  sapphire  crystal  gives  the 
DiaStar  Integral'  the  signature  Rado  look' 
and  legendary  wearer  comfort.  Perfectly 
designed,  it  shapes  itself  to  your  wrist  with  its 
'custom-fit'  feel  and  bracelet  made  from 
scratchproof  high-tech  ceramics. 
Elegant.  Beautiful.  And  unmistakably  Rado. 
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Rado  DiaStar  'Integral.'  With 
scratchproof  sapphire  crystal  and 
scratchproof  ceramics  bracelet. 
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CALIFORNIA:   Ravits,    San    Francisco   (415)   392-1947;   West   Time,    Los   Angeles   (310)  470-1388 
"ONNECTiCUT:  Lux  Bond  &  Green,  West  Hartford  (800)  527-3015;  FLORIDA:  Mayor's,  21  Locations  (800)  462-9677 
ORGIA:  Maier  &  Berkele,  5  Locations  (800)  241-1627,  ILLINOIS:  Smart  Jewelers,  Lmcolnwood  (708)  673-6000 
«ASKA  n's,  Omaha  (402)  391-0400;  NEW  YORK:  Kenjo,  40  West  57th  Street  (800)  548-TIME 
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JURSTING  WITH  HOPE,  POSSIBILITY  AND  SHACKLES  UNDONE, 

]  ay  is  the  month  most  suited  to  adultery.  And  as  we  find  ourselves 
ji  the  midst  of  the  political  season,  we  also  recall  H.  L.  Mencken's 
oservation  that  "adultery  is  the  application  of  democracy  to  love." 
'bat  does  sound  agreeable — except  for  the  deflating  particular  that 
i;e  great  curmudgeon  also  held  that  democracy  is  "the  theory  that 
1  e  common  people  know  what  they    Fatal  Love  Chase  is  about  an  innocent 


jjint,  and  deserve  to  get  it  good  and 
flrd."  This  is  even  more  truly  the  case 
wen  it  comes  to  adultery.  But  look 
;  it  this  way:  that's  why  it's  one  of  the 
seat,  if  not  the  greatest,  subjects  of 
Ijerature,  from  the  classics  to  trash. 

Nineteenth-century  novels  took 
;  airly  direct  approach  to  the  subject, 
•  th  women  getting  most  of  the 
Ation.  Tolstoy's  Anna  Karenina  and 


girl  whose  father  settles  a  gambling 
debt  by  turning  her  over  to  a  wealthy, 
secretly  married  idler.  Going  by  the 
name  of  "Tempest,"  he's  not  only  a 
yachtsman  but  also  "skillful  at  playing 
that  delicate  instrument,  a  girl's  heart." 
(Random  House  Audio;  3  hours; 
$18;  800-733-3000.)  Golly,  I  said  as  I 
listened  to  the  fiend  stage  a  sham 
wedding  to  the  trembling  virgin,  what 


Reviews  on  Tape 
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'  aubert's  Madame 
\ovary  are  your 
jk>  basic  chest- 
iits  in  this  re- 
j.rd,  being  ex- 
illent  accounts 
;  the  wages 
\  sin,  as  well 
!  salutary  re- 
linders  that  adultery  is 
ss  about  sex  than  it  is  about  intrigue, 
pth  novels  are  read  superbly  in 
:ecorded  Books'  versions  by  Davina 
biter,  whose  low,  mellifluous  voice  is 
i  adulterous  as  it  gets.  {Anna  Karenina: 
irt  One:  22  hours;  rental  $21.  Part 
wo:  18  hours;  rental  $11.  Total  pur- 
jiase  $170.  Madame  Bovary:  13  hours; 
intal  $18,  purchase  $70;  800-638-1304.) 

For  a  trashy  take  on  adultery,  I 
Iggest  a  real  Gothic  potboiler  by  a 
:  jmming  Louisa  May  Alcott.  A  Long 


a  cad!  As  soon  as  that  girl  surrenders 
herself  to  this  monster  she's 
as  good  as  dead.  And 
wasn't  I  right?  The 
abridged  version  is 
read  at  a  gallop  by 
Blair  Brown,  who 
gets  the  job  done, 
but  whose  execution 
of  French  accents  puts 
me  powerfully  in  mind 
of  Peter  Sellers  as  In- 
spector Clouseau. 
Hawthorne's  The  Scarlet 
Letter  is  almost  an  outrage 
to  decency  in  that  it's  the 
adulterer,  not  the  adulter- 
ess, who  ends  up  dead.  Read 
by  Lesley  Ann  Warren,  who 
picks  her  way  across  the  un- 
abridged text  in  painstaking,  compas- 
sionate tones.  (Dove  Audio;  6  hours; 
$20;  310-273-7722.) 

It's  a  relief  to  get  into  the  20th  cen- 
tury, where  adultery  doesn't  take  such 
a  fatal  toll  on  its  practitioners.  Of  all 
Edith  Wharton's  novels,  The  Custom 
Of  The  Country  is  my  absolute  favorite, 
being  her  most  ironic  and  cruel — and 
that's  saying  a  lot.  Published  in  1913, 
it  is  the  story  of  Undine  Spragg,  for- 
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Vanity?  Hardly.  More 
a  choice  between 
anonymity  and 
relationship. 

On  our  part, 
something  we 
learned  serving 
families  for  as 
many  as  five 
generations. 
For  you,  an  intangible 
comfort  when  you 
leave  home  for  a 
distant  shore. 

The  Cloister.  Sea 
Island.  Mobil  Five-Star 
accommodations  with 
spontaneous  warmth. 
World  class  golf. 
Wonderful  dining.  Yes, 
five  miles  of  private 
beach,  tennis,  spa, 
skeet  and  horseback 
outings,  too. 

You  could  go  any- 
where. But  you  are 
uniquely  welcome 
here.  To  arrange  a 
visit  or  inquire  about 
cottage  and  estate  resi- 
dences, call  800-SEA- 
ISLAnd.  The  Cloister, 
Sea  Island,  GA  31561. 


Est 


it 


wm 


NEW  ENGLAND 


CUSTOM    BOOTMAKERS    SINCE  1884 


Alden  Shoe  Company    1-800-3  25-425  2 

treet,  Middlehorouyh,  M,i-.s.  02  Mo     (..'nil  tor  brochure  and  store  listing  lor  your  .irc.i 


merly  of  Apex  City,  who  moves 
New  York  and  Paris  and  adopts 
pragmatic  view  on  the  requirernerj 
of  marriage.  She  goes  from  husba 
to  husband,  to  "protector,"  to  hu 
band  to  husband,  leaving  a  swath 
destruction  behind  her,  while  t 
closest  she  herself  comes  to  dying 
from  occasional  boredom.  Gra 
Conlin's  reading  of  Blackstone's  u 
abridged  version  is  splendid,  her  voij 
fruity,  elegant  and  utterly  ruthlej 


LESLEY  ANN  WARREN 
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The  S<-'  vri  et  Litter 

Till;  VMFRICAN* C'I-AesIC" 
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(15  hours;  purchase  $60,  rental  si 
800-SAY-BOOK.) 

John  Updike  is  the  undispute 
master  of  infidelity,  the  Grand  O) 
Man  of  Adultery  you  might  say,  ar 
also,  unlikely  as  it  may  seem  at  fir 
sight,  heir  to  the  legacy  of  The  Scan 
Letter.  Guilt  and  damnation  are  tfl 
woof  and  the  warp  of  his  view  of  adu| 
tery,  from  Couples  to  The  Witches  i 
Eastwick.  Take  Marry  Me,  for  in 
stance:  a  clever,  painful  novel  set  i 
1962  in  a  Connecticut  bedroom  con] 
munity,  about  the  affair  betwee 
adman  Jerry  Conant  and  housewii 
Sally  Mathias.  Before  things  beg! 
to  range  out  of  control  and  slicj 
downhill,  Jerry  prides  himself  on  hi 
management  of  the  situation,  "crea 
ing  time  where  no  time  had  bed 
needed  before... an  athlete  of  tl^ 
clock,  bending  odd  hours  into  an  u 
precedented  and  unsuspected  seconj 
life."  Soon  this  other  life  turns  int 
an  often  amusing  version  of  Dante 


Verno,  and 
u  begin  to 
the  upside 
the  19th- 
ntury  provi- 
)n  of  death 
the  fictional- 
unfaithful:  at 
1st  it  was  sim- 
.  Wolfram  Kandinsky  reads 
:  unabridged  text  in  a  matter- 
-fact  voice,  with  admirable 
1  dercurrents  of  bemusement 
!  i  d  bathos.  (Books  On  Tape; 
tqihours;  purchase  $56,  rental 
jl);  800-626-3333.) 
\  A  more  grotesquely 
j:llish  tale  of  the  fruits  of 
pjultery  is  Tom  Wolfe's  Bon- 
me  Of  The  Vanities.  Sherman 
ffcCoy,  a  young  bond  trader,  is  in- 
Uved  in  a  hit-and-run  accident  with 
i  Is  mistress  and  ends  up  taking  the 
fp  for  her,  becoming  the  object  of 
We  conflagration.  Witty  and  grisly 
I  equal  measure,  I  recommend 
fandom  House  Audio's  abridged 
Irsion:  nicely  and  cynically  read  by 
hn  Lithgow,  whose  big-city  voice 
f  redolent  of  cigars,  bourbon  and  filet 
[ignon,  and  who  can  do  almost  as 
[any  voices  as  Robin  Williams.  (3 
purs;  $16.) 

1  One  of  the  finest  discussions  of 
i  j/ie  stress  and  guilt  factors  of  adultery 
In  be  found  in  L.  Rust 
ills'  How  To 


Do  Things  Right: 

The  Revelations  Of  A  Fussy  Man.  In 
the  section  entitled  "What's  Wrong 
With  Adultery,"  the  by-no-means- 
prudish  Hills  points  out  that  with 
adultery  you're  dealing  with  "invisible 
adulterous  secret  plans  shaped  to  fit 
secretly  and  invisibly  between  all  sorts 
of  maybe  already-odd,  normal,  non- 
adulterous  plans."  All  the  hugger- 
mugger  and  slipping  out  to  make 
phone  calls,  and  who  are  you  fooling? 
Even  "being  seen  in  a  phone  booth  is 
like  having  a  giant  scarlet  letter  "A" 
drip-painted  on  you,  front  and  back," 
Hills  observes.  Although  adultery 
doesn't  crop  up  until  the  end  of  the 
sixth  cassette,  this  book  is  a  master- 
piece and  one  you  should  listen  to 
for  all  the  good  things  in  it,  as  well 
as  for  Jonathan  Reese's  engagingly 
offended  delivery  as  he  reads  it. 
(Books  On  Tape;  unabridged;  12 
hours;  purchase  $64,  rental  $17.) 
Perhaps  the  most  exquisite 
pleasure  afforded  by  an  illicit 
relationship  is  available  only 
to  the  injured  parties.  I  refer, 
of  course,  to  revenge,  whose 
joys  are  more  intense  and 
spiritually  satisfying  than 
the  merely  sensual.  Re- 
venge, devastating  and 
complete,  is  the  subject 
of  Fay  Weldon's  The  Life 
And  Loves  Of  A  She-Devil.  It  is 


What  would 
you  like  to 
see? 

See  your  world  more  clearly  and 
comfortably  with  1-Day  Acuvue," 
the  ultimate  contact  lens. 
Precision-crafted  for  exceptional  vision. 
And  you  change  them  everyday, 
so  they're  healthier  and  more 
comfortable  for  your  eyes. 

Buy  a  2-month  supply 
of  1-Day  Acuvue. 
Get  1  month— FREE.* 

And  now  experience 
this  exceptional  lens 
with  this  special 
time-limited  offer. 
Simply  visit  your  doctor 
to  see  if  1-Day  Acuvue 
is  right  for  you. 
Then  purchase  a 
2-month  supply  before 
July  15  and  get 
another  month  free. 
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Something  as  precious  as  your  sighi  deserves 
something  as  advanced  as  1-Day  Acuvue. 

*Buy  foui  30-pack  boxes,  gel  two  30-pack  boxes  free. 
Offer  valid  on  first-time  purchase  only  and  in  U.S.  only. 
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./^annual  fees 
or  per  card  charges. 

Now  that's  what 
we  call  a  departure. 


Of  course,  those  are  just  two  of  the  reasons  you'll  cut  costs  with  the  Air  Travel  Card. 
There's  also  the  fact  that  you'll  get  one  concise  centralized  billing  statement  with 
comprehensive  data,  saving  you  money  and  time  during  reconciliation.  And  you'll  get 
no-cost  automatic  travel  insurance.  For  more  information,  call  1-800-222-4688  or  call 
your  travel  agent. 
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me  story  of  clunky,  ill-favored  Ruth, 
mose  self-serving  husband,  Bobbo, 
il carrying  on  with  Mary  Fisher,  a 
jlimorous  writer  of  romances.  Ruth, 
Offering  one  too  many  indignities, 


With  adultery  you're  dealing 
with  "invisible  adulterous  secret  plans 

shaped  to  fit  secretly  and  invisibly 
between  all  sorts  of  maybe  already-odd, 
normal,  non- adulterous  plans." 


I  gins  a  diabolical  campaign  of  retri- 

iition  that  turns  into  a  wicked  tour 
<  force  of  comeuppance — not  the 
;iist  savage  stroke  being  to  arrange 

jatters  so  that  Mary 
isher  and  Bobbo  end 
*  having  to  look  after 
fary's  demented  old 
iother.  The  unabridg- 
I  book  is  read  by 
jiavina  Porter  again, 
ftio  has   given  a 

arp  edge  of  evil  to 
cr  seductive,  won- 
Irful  voice.  (Re- 
!>rded  Books;  7 
purs;  purchase 
lo,  rental  $14.) 

Revenge  is  al- 
ii the  subject  of 
me  First  Wives 
\lub  by  Olivia 
I  oldsmith,  an 
hjoyably  stu- 
fd  novel  read 
j  a  vulgar,  bar- 
Sun-basement  voice 
v  Christine  Baranski.  (Random 
douse  Audio;  3  hours;  $16.)  It's  the 
j  ory  of  the  former  wives  of  four  men, 
jtt  cats  who  cheated  on  them  first 
nd  then  traded  them  in  for  more 
l:cent  models.  One  of  the  discar- 
ded wives  commits  suicide,  and  the 
:st  determine  that  retribution  is  in 
rder.  Through  some  improbable 

nancial  finagling  and  dirty  tricks, 
] ley  dish  it  out  and,  in  the  pro- 
pss,  deal  with  their  own  addictions 
nd  lack  of  self-esteem — lest  you 
link  they  are  only  vindictive. 


Much  harder-hitting  in  the  revenge 
line  is  Gordon  Basichis's  Beautiful 
Bad  Girl,  a  real  adultery  extrava- 
ganza, make  no  mistake.  (Books  On 
Tape;  unabridged;  12  hours;  purchase 
$64,  rental  $10.)  The 
bad  girl  in  question 
is  Vicki  Morgan, 
whose  career  con- 
sisted of  being  de- 
partment-store heir 
Alfred  Blooming- 
dale's  S&M  mis- 
tress: a  drawn  out, 
rocky  venture  that 
lasted  through  her 
three  marriages  and  only  ended  with 
his  death.  Vicki's  beef — which  would 
be  a  good  alternative  title  for  the 
book — was  with  her  retirement  plan, 
specifically  that  there  was  none. 

She  sued  for  palimony, 
DjQ  took  Gordon 

Bq°ks  /      Basichis  on 
board  to 
write  her 
story,  and 
soon  ended 
up    in  the 
sack  with 
him,  despite 
the  fact  that 
he  was  mar- 
ried. Eventual- 
ly   Vicki  was 
murdered  by  a 
madman,  but 
not  before  spil- 
ling a  ton  of  beans, 
all  meticulously 
counted  out  here 
in  this  unabridg- 
ed version.  Barrett 
Whitener's  reading 
is  a  perfect  accompaniment,  some- 
how managing  to  sound  sympathetic, 
yes,  but  also  blandly  ironic. 

Although  there  is  undoubtedly 
much  to  be  gained  from  all  the  works 
mentioned  here,  the  last,  above  all,  is 
a  work  that  will  profit  anyone  who  is 
considering  diversifying  his  own  sex- 
ual portfolio.  • 

Kath  erin  k  A .  Powers  is  a 
writer  living  in  Cambridge,  Mas- 
sachusetts. 
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J?n  troducing 
the  Corporate 
Air  Travel  Card 
MasterCard 
for  all  your 
business  needs. 


The  new  Corporate  Air  Travel 

Card  MasterCard  is  the  smartest 

way  to  keep  your  travel  expenses 

itemized  and  under  control.  It 

combines  all  the  benefits  of  a 

centrally  billed  Air  Travel  Card 

account  with  the  acceptance  of 

MasterCard®.  And  with  no-cost 

automatic  travel  insurance  and 

the  full  range  of  MasterAssist® 

Family  of  Services,  all  your 

travel  needs  are  covered.  The 

Corporate  Air  Travel  Card 

MasterCard  is  available  through 

participating  airlines.  For  more 

information,  call  1-800-222-4688 

(or  202-626-4225)  or  call  your 

travel  agent 

World  Wide  Web: 
http://air-travel-card.com 
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CHRONOMAT 

At  a  time  when  instruments  routinely  monitor 
flight  data  at  Mach  2  miles  above  the  earth, 
why  continue  improving  mechanics 
chronographs?  Precisely  because  there's  more 
to  time  than  technology!  Just  ask  Bkmii  (NG, 
the  world's  leading  maker  of  time 
instruments  for  aviation  professionals  Its 
intricately  beautiful  movements  and  lovingly 
hand-polished  watchcases  put  technological 
progress  in  a  broader,  more  rewarding 
perspective. 

Like  the  Concorde,  the  world's  first  supersonic 
airliner  but  surely  not  the  last,  Breitlinc's 
Ci  [RONOMAT  draws  time  and  space  ever  closer  - 
with  both  aesthetic  excellence  and 
outstanding  technical  performance. 


Power  reserve  in  excess  of  42  hours. 

Easy-to-read  calendar. 

Ratcheted,  unidirectional  rotating  bezel  w  ith 
marker  tabs. 

Case  water-resistant  to  100  m  (330  ft)  with 
glareproofed  cambered  sapphire  crystal, 
screw-locked  crown  and  case  back. 

Steel,  two-tone  finish  with  18K  gold  tabs,  steel 
and  18K  gold  bezel;  choice  of  yellow  or  whitfl 
18Kgold. 

Available  with  three  types  of  leather  strap  and! 
choice  of  tang-type  buckle  or  folding  clasp,  oi 
else  with  a  Pilot  or  Rouleaux  bracelet. 
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STRUMENTS       FOR  PROFESSIONALS 


IfeiTiSH  hospitals  are  different.  Big  things  and  little 
tjings.  The  emergency  room  is  called  "Casualty."  The  operating 
rom  is  the  "Theatre."  The  head  nurse  is  called  "Sister,"  and  she 
iritis  a  tight,  bustling  ship.  Since  all  British  residents  are  covered 
i  der  the  National  Health  Service,  there's  no  third  degree  upon 
3  mittance  to  Casualty.  Name,  address — that's  it. 
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I  learned  these  differences  not  long 
when  a  perfectly  lovely  week  of 
r  ing  in  England  was  ruined  by  my 
hrse's  sudden  change  of  mind.  I  took 
I -  spill  over  his  right  shoulder  and 
cded  up  in  North  Devon  District 
liospital.  The  Casualty  physician,  a 
kdly  Indian,  said  my  leg  did  not  re- 
o  ire  a  "plaster."  What  I  needed  in- 
ad  was  an  incision  and  a  couple  of 
ews.  For  that  I  would  be  staying  on 
■  at  least  several  days,  he  said. 
Blasted  horse.  The  orthopedic 
uma  ward  of  North  Devon  District 
Id  30  gray  beds,  all  of  them  manu- 
,  cranked  by  foot.  If  I  wanted  to  sit 
to  watch  the  "telly,"  I'd  have  to  re- 
"ange  the  pillows  behind  my  back. 
;  in  most  British  hospitals,  there 
:re  few  private  rooms.  I  ended  up  in 
ix-bed  "bay" — a  smaller  version  of 
e  sort  of  place  you  see  in  old  British 
u  films  where  the  amputee  RAF 
ro  holds  his  sweetheart  and  moans 
rough  the  cigarette  smoke,  "It's  no 
e,  Betty,  you're  still  young.  What 
nd  of  a  lite  would  you  have  with 
..a...  cripple." 

At  the  very  least  I'd  hoped  the 
■her  beds  would  be  full  of  swells 
imed  Pongo,  who'd  "tanked  up"  the 
d  ribs  running  the  hounds.  What  I 
i>t  instead  were  guys  like  David,  a 
Duse  painter  who'd  smashed  both 
et  in  a  tumble  from  a  ladder  and  was 
oking  forward  to  two  years  on  the 
pie.  David  had  beers  smuggled  into 
ke  hospital  and  drank  them  warm, 
'n  the  afternoon  they  wheeled  me 
vay  to  surgery,  he  shouted,  "Off 
ith  his  leg!" 

A  shot  of  painkiller  was  called  a 
ab"  and  was  delivered  by  a  pale, 
retty  nurse  who'd  check  my  wrist- 
ind,  mark  my  chart,  then  chirp 
harp  scratch"  before  jamming  the 
/ersized  needle  into  my  thigh. 

"#%  6c@!"  I'd  howl.  "That  was  no 


'sharp  scratch.'" 

"I  know,"  she'd  answer  sweetly.  "I 
don't  know  why  we  say  that." 

The  staff  included  several  admir- 
ably efficient  young  service  workers 
and  a  troupe  of  sugar-sweet  auxiliary 
nurses,  who  fluffed  pillows,  washed 
backs  and  called  patients  "Luv."  The 
"qualified  nurses,"  on  the  other  hand, 
were  overworked  and  underpaid.  A 
Sister  at  North  Devon  District  takes 
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home  about  $27,000  a  year,  and  the  ^^""^ 


upper  echelon  of  her  staff  anywhere 
from  $18,000  to  $24,000.  The  median 
salary  for  an  American  head  nurse  is 
$50,700;  registered  nurses  make  about 
$40,000.  Though  most  North  Devon 
nurses  were  only  in  their  30s,  they 
seemed  rattled  by  the  pace  of  things, 
the  soles  of  their  black  flats  worn  thin 
from  trudging  bay-to-bay. 

Patients  suffered  from  the  nurses' 
weariness.  Bedside  buzzers  often  went 
unanswered  for  half  an  hour  or  more 
for  all  but  the  most  acute  patients. 
Once,  when  I  was  supposed  to  begin 
therapy  on  a  constant-motion  ma- 
chine, the  device  sat  at  the  foot  of  my 
bed  for  three  hours  waiting  for  some- 
one to  hook  it  up.  I  buzzed  the  nurses 
several  times,  only  to  have  one  or  an- 
other stop  by  to  tell  me  she'd  get  right 
to  it  and  then  leave.  When  a  male 
nurse  finally  came  to  hook  me  up,  I 
noted  the  delay. 

"You're  severely  understaffed, 
aren't  you?"  I  said. 

"Unfortunately,"  he  replied,  shak- 
ing his  head,  "that's  just  one  of  the  re- 
alities of  the  National  Health." 

Long  cherished,  the  National 
Health  Service  has  been  providing 


THE  ART  OF  TRAVEL 


Busted  in  Britain:  the 
body  slings  and 
arrows  of  socialized 
medicine 


By  Neal  Santelmann 


FYI 
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)  Destinations  All  Over  The  woi 
Travels  Is  Up  To  You. 


A  long  flight  can  seem  shorter  when  your  mind  has  a  few  diversions.  That's  why  our  newly  enhanced  International  1 

PERSONAL     VIDEO  UNITS 
With  each  Sony  Video  Walkman™  VCR  you  get  a  choice  of  10  current  movie  titles.  So  you  have  the  power  to  watch  v 

TEN     FEATURE     FILM  CHOICES 
The  idea  is  to  give  you  greater  control  over  your  flight  experience.  So  plan  your  next  international  business  flight 
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health  care  for  all  the  Queen's  English 
since  1948.  (Foreigners  in  Britain  for 
at  least  six  months  are  covered  as 
well.)  The  Service  is  financed  out  of 
general  government  revenues:  around 
$53  billion.  Overall  the  U.K.  spends 
about  seven  percent  of  its  GDP  on 
health  care,  half  that  of  the  U.S.  With 
the  tight  budget  have  come  long  lines 
for  elective  surgery,  lim- 
ited choice  of  physicians 
and  fewer  innovations  in 
treatment.  Then  again,  no 
one  agonizes  about  health 
care.  Change  jobs — you're 
covered.  Out  of  work — 
you're  still  covered.  And 
if  money  isn't  a  problem, 
you  can  always  pony  up 
for  private  health  care, 
and  at  lower  costs  than 
in  the  U.S. 

Under  recent  reforms, 
Britain's  "socialized"  med- 
icine is  changing,  how- 
ever. Hospitals  have  es- 
sentially become  busi- 
nesses, running  their  own 
internal  affairs,  redirect- 
ing funds  to  services  that 
best  suit  their  clients'  needs.  Though 
profits  are  still  limited  by  the  govern- 
ment, it  is  hoped  that  good  service 
will  attract  patients  and  free-market 
efficiencies  will  follow. 

One  thing  that  has  yet  to  change  is 
the  legendary  brusqueness  of  British 
physicians.  None  of  my  fellow  in- 


valids at  North  Devon  liked  the  resi- 
dent orthopedic  surgeon.  "He's  ig- 
noring my  symptoms,"  they'd  com- 
plain. "He  doesn't  understand  my 
condition."  My  own  run-in'with  the 
surgeon  came  the  morning  of  my  op- 
eration,, when  he  was  supposed  to  give 
me  a  full  account  of  the  procedure. 
"All  right,"  he  said,  moving  to 


I  continued  my  barrage:  Is  the 
an  alternative  treatment?  What's  tH 
long-term  outlook?  The  surgeon  ai 
swered  impatiently,  uncomfortabL 
and  with  each  question  took  anotl 
step  from  my  bed.  When  he  finaL 
got  away,  two  nurses  who'd  bee 
standing  nearby  were  wide-eved 
my  impudence. 

"A  British  patici 
would  never  question 
doctor  like  that,"  on 
huffed.  "It's  not  in  A 
British  character  to  1 
so  forward." 

"Well,"  I  said,  "if  he 
gonna  cut  me  open — 1 
"Yes,  I  know,"  si 
went  on,  "but  most  dol 
tors  don't  feel  they  haj 
to  answer  questions.  Wij 
everything  else  undi 
National  Health,  it's  ju 
another  burden." 

A  British  friend  who 
stopped  by  to  check  u 
on  me  warned:  "If  yqi 
want  something  at  a  ho  j 

Give  us  a  deep  breath  then,  Luv.  Ill  he  hack  later  for  your  pulse. "   pital  over  here,  you  hail 

to  ask  for  it."  Good  a! 


leave  as  soon  as  he'd  arrived,  "we'll  see 
you  in  a  few  hours  then." 

"Wait  a  minute,"  I  interrupted. 
"I've  got  some  questions  for  you.  I 
want  to  know,  is  this  really  a  standard 
procedure?" 

"Yes,"  he  answered,  wasting  no 
words.  "It  is." 


vice,  to  which  I'll  amend:  if  you  wa| 
something  from  a  British  doctor,  yd 
have  to  make  a  scene. 

My  in-patient  recovery  lasted  toi 
days,  bringing  the  five-day  grand  totj 
to  £762.50,  or  $1,248.  A  bargain,  dj 
spite  the  less-than-sumptuous  cl 
mestibles,  which  were  included.  (Yd 


Is  There  A  Doctor  In  The  Country? 


Many  travel 
agents  are 
pushing  travel 
medical  insurance  these 
days.  But  if  your  own 
health  insurance  covers 
you  overseas,  medevac  and 
trip  cancellation  may  be 
the  only  features  you  can 
use.  Even  then,  trip 
cancellation  isn't  cheap: 
typically  $5.50  per  $100. 
Moreover,  unless  you're 
planning  something  heroic 
like  ice  climbing,  or  are 
visiting  a  region  with 


truly  sub-par  health  care, 
medevac  may  be  a  luxury 
you  can  forgo,  too. 

Among  the  firms  selling 
travel  medical  insurance 
directly  or  through  travel 
agents:  Access  America 
(800-284-8300);  Mutual  Of 
Omaha  (800-228-9792); 
Travel  Assistance  Interna- 
tional (800-821-2828); 
International  SOS 
Assistance  (800-523-8930). 

For  medical  assistance 
and/or  advice  for  the  road: 
•  Members  of  the  Inter- 


national Association  For 
Medical  Assistance  To 
Travelers  receive  a  direc- 
tory of  850  English-speak- 
ing physicians  in  125 
countries  who  meet  special 
criteria  and  charge  special 
rates.  Donations  only.  417 
Center  Street,  Lewiston, 
NY  14092;  716-754-4883. 
•  Life-Fax  is  prepared  to 
fax  its  52,000  members' 
vital  info  around  the  globe. 
$75  annually.  200  Market 
Place,  Suite  140.  Roswell, 
GA  30075;  800-487-0329. 


•  Third  World  bound? 
Make  sure  you're  properly 
immunized  first.  For  a  free 
list  of  144  North  American 
tropical  medicine  special- 
ists, send  a  self-addressed 
872-by-ll  envelope  with 
$1.01  postage  to  Dr. 
Leonard  Marcus,  148 
Highland  Avenue,  Newton 
MA  02165. 

•  The  quarterly  Diabetic 
Traveler  is  full  of  sweet 
travel  advice.  $19.  P.O. 
Box  8223  R W,  Stamford, 
CT  06905;  203-327-5832. 
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FY  I 


FROM  AMERICAN  GRAIN 


tlnk  American  hospital  food  is  bad? 
l\y  choking  down  an  egg-and-pickle 
s  ldwich  after  surgery.) 

When  I  told  an  administrator  I 
c  In't  have  any  checks,  she  trusted  me 
tlsend  one.  And  when  I  mentioned 
ftllt  I  was  having  trouble  lining  up 
t  nsportation  back  to  London,  the 
I  rd  clerk  graciously  offered  to  let  me 
siy  another  night.  "We're  not  going 
t  throw  you  out,"  she  said. 

■Yes,  British  hospitals  are  different. 

But  better  or  worse?  Comparisons 
3  tricky.  My  New  York  orthopedist 
t  d  me  attending  to  my  thousand- 
tick  English  injury  would  have  run 
$000  to  $6,000  here  in  the  States — 
Viich  includes  his  $1,800  surgical  fee. 
§j|en  again,  his  technique  would  have 
flat  me  with  only  a  two-inch  scar  in- 
stad  of  the  six-incher  I  got  at  North 
ijevon.  Also,  being  lucky  enough  to 
iwe  a  job,  my  employer's  hospitaliza- 
tjn  plan  would  have  paid  for  every- 
tlng  here  in  the  States. 

The  equipment  was  clunky  at 
Ibrth  Devon:  hand-pumped  blood 
jpsure  gauges,  unpredictable  light 
flitches,  used  wooden  crutches  with 
il  hand  pads.  And  yet,  there  was  a 
-<l  rmth  about  the  place  I've  never  felt 
itm  an  American  hospital.  A  sort  of 
w're-all-in-this-together  coziness. 
Jid  the  nurses  were  caring  and  good- 
:|tured  under  the  strain. 

'  The  folks  at  British  Airways  were 
;|od  about  rescheduling  my  flight 
lick  to  the  States  and  even  better 
|out  reserving  a  bulkhead  seat  to  ac- 
Jmmodate  my  leg.  But  Heathrow 
as  still  a  good  200  miles  away.  With 
1  f  injury,  train  travel  was  out  of  the 
:  estion,  a  taxicab  would  have  cost 

:  a  fortune,  and  I'd  have  sooner 

pped  on  the  back  of  another  horse 

in  taken  a  bus. 

In  the  end,  I  hooked  up  with  an 
xiliary  nurse  whose  husband  ran  a 
: r  service  to  Heathrow.  For  £60  I  got 
ight  front  seat  in  a  midsize  auto- 
)bile,  the  back  taken  up  by  two  avid 
cket  fans  on  their  way  to  a  Test 
i  atch  at  Lords.  "If  you're  going  to 
l  rip,  you're  going  to  fall,"  one  of 
'  em,  a  former  horseman,  offered,  as 
radled  my  leg. 

There  will  always  be  an  England.  • 


Goes  down  beautifully. 


Ancient  Playdub,  ca.  1700 


Hugh  Pbilp  Playdub,  ca.  1820 


John  Allan  Playdub,  ca.  1880 


Bo/  Sayer  Driver,  ca.  1890 


MacGrcgor  Master  30  Driver,  ca.  1930 


Taylor-Made  Metalwood,  ca.  1979 


Callaway  Big  Bertha,  ca.  1991 


Titanium  Burner  Bubble,  ca.  1996 


Similar  advances  in  portfolio  management 
help  avoid  the  hooks  and  slices  of  market  volatility. 


In  the  eternal  search  for  better  scores,  evolutions  in  golf  club  design 
have  given  players  better  control  of  their  shots. 
The  same  applies  in  portfolio  management. 
Which  is  why  significant  investors  rely  on  the 


The  Private  Bank 


tion  techniques,  supported  by  innovative  information  technolo 
and  communications  systems,  and  in-dep: 
knowledge  of  global  financial  markets.  If  yJ 
have  $3  million  or  more  in  investible  assets,  c 


expertise  of  Union  Bank  of  Switzerland.  UBS'  portfolio  manage- 
ment team  provides  clients  with  the  most  up-to-date  asset  alloca- 


Roger  Wacker  at  (213)  489-  0600.  Find  out  why  core  portfoli 
managed  by  UBS  have  meant  financial  security  for  generatioi 


-S~\  Union  Bank 
"  of  Switzerland 


:  Switzerland,  444  South  Flower  Street.  Los  Angeles,  CA  9007L  Telephone:  (213)489-0600.  Other  offices  in  North  America:  New  York,  Chicago,  Houston,  San  Francisco,  Toronto,  MonU 


INE  experts  just  can't  resist  making  predictions.  In  1990,  for 

mple,  noted  wine  lover  Richard  Nixon  prophesied  in  the  pages 

FYI  that  the  Chinese  would  someday  match  the  French  in  the 

ality  of  their  wines.  This  despite  a  Chinese  carte  des  vins 

it  featured  sweet  red  wine  and  a  grape  called  Cow's  Nipple. 

the  mid-1980s,  a  well-known  New  York  wine  merchant 

a  erted  that  an  $8  cabernet  from 
C  ile  was  as  good  as  Lafite,  and  sug- 
g  ted  auction  prices  would  eventually 
r  lect  this  little-known  fact.  Wine 
ci>lers  too,  as  I  recall,  were  expected 
tijexpose  a  vast  new  market  to  the 
:p'asures  of  wine  drinking.  The  cool- 
ei  bombed,  and  Chilean  cabernet  is 
s ;  1  mostly  eight  bucks.  There's  no 
r  rket  for  older  vintages  of  Chilean 
icpernet  outside  Chile,  nor  is  there 
tbly  to  be  any  time  soon. 

But  what,  you  ask,  really  lies  in  our 
i : mediate  vinous  future — other  than 
stew-top  bottles  and  lower  blood-al- 


thol  thresholds  for  DWI 


raps: 


ILcouraged  by  the  thought  that  past 
trformance  does  not  guarantee  fu- 
tle  results,  and  with  palate  firmly  in 
cjpek,  I've  outlined  below  some  pos- 
sjle  scenarios  to  take  us  into  the  new 
illlennium.  A  few  of  them  may  actu- 
iw  come  to  pass. 

1997—1998 

<  meticists  finally  identify  the  chro- 
]  )some  that  causes  short  middle- 
Ed  men  to  smoke  fat  cigars,  drink 


single-malt  scotch  and  bid  outrageous 
prices  forjeroboams  at  wine  auctions. 

The  rupture  of  the  wine  retail  mar- 
ket into  high  end  and  low  end  accel- 
erates, leading  to  severe  dislocations 
in  the  industry.  At  the  mass  market 
level,  consumers  are  only  willing  to 
buy  wines  that  prominently  display  a 
single,  familiar  grape  type  on  the 
label — and  only  at  single-digit  prices. 
In  the  short  term,  the  market  is  flood- 
ed with  inexpensive  varietal  bot- 
tlings  from  the  usual  suspects:  char- 
donnay,  cabernet  and  merlot  from 
Southern  France,  Australia  and  South 
America.  Soon,  giant  farms  in  the 
Lodi/W oodbridge  area  and  other  hot 
parts  of  California's  Central  Valley 
saturate  the  market  with  even  cheaper 
varietal  wines. 

Worried  that  its  $8  bottlings  are 


Grape  Juice 


\Slap  a  label  on  it  and  tell  me  if  it's 
done. "  The  consumer's  best friend 
romes  the  merchants  worst  enemy. 


now  too  expensive  for  major  export 
markets,  Australia's  Penfolds  group 
purchases  Bulgaria  in  search  of  cheap 
sources  of  juice. 

Meanwhile,  America's  desperate 
connoisseurs  and  their  brethren  in 
Switzerland,  Germany  and  the  Far 
East  bid  the  prices  of  top  Bordeaux 
and  Burgundies  to  absurd  levels.  Soon, 
top  Burgundy  crus  are  affordable  only 
to  drug  lords,  Swiss  bankers,  Yakuza 
bosses  and  other  heads  of  state.  Top 
bottles  from  Domaine  Leroy  (which 
already  changed  hands  for  upwards 
of  $600  in  the  spring  of  1996),  break 
the  $1,000  barrier  and,  with  demand 
still  exceeding  supply,  pass  $2,000  a 
year  later. 

Scarce  wines  from  the  best  small 
Burgundy  producers  become  the  de- 


America's  newest 
white-collar  killers, 
and  other  wine 
predictions 

By  Stephen  Tanzer 
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ADVERTISEMENT 


IWC,  International  Watch  Company,  introduces  a  limi- 
ted worldwide  edition  of  500  pieces  in  platinum.of  the 
new  10th  anniversary  DaVinci.  Experience  the  plea- 
sure of  wearing  a  tiny  piece  of  eternity  on  your  wrist. 

IWC's  DaVinci  Shines 
as  a  Masterpiece  of  Art 
and  Craftsmanship 


The  year  1995  marked  the  10th  anni- 
versary of  the  famed  DaVinci  timepiece 
from  IWC,  International  Watch  Com- 
pany. First  introduced  in  1985,  the  origi- 
nal DaVinci  was  the  world's  first  auto- 
matic chronograph  to  feature  a  500-year 
perpetual  calendar,  four-digit  year  dis- 
play and  perpetual  moonphase  display. 
Accurate  to  the  year  2499,  the  DaVinci 
was  the  most  outstanding  feat  in  watch- 
making to  date. 

Now,  in  honor  of  its  10th  anniversary. 


the  new  DaVinci  dons  a  10th  hand  - 
geared  to  make  the  timepiece  slightly 
more  complicated  and  a  bit  more  fasci- 
nating. The  10th  hand  is  a  split-seconds 
hand  that  turns  the  DaVinci  into  a  split- 
seconds  chronograph,  accurate  to  Vs  of  a 
second. 

The  DaVinci  Split-Seconds  Chronograph 
represents  a  pinnacle  in  watchmaking. 
There  are  only  a  very  few  manufacturers 
in  the  world  with  the  expertise  required 
to  design  and  build  a  Split-Seconds  Chro- 


Easily  recognized  by  the  third  push-piece  at  10  o  'clock:  the  DaVinci  Split-Seconds 
hronograph  has  a  tenth  hand. 


Stages  in  development  of  a  masterti 
an  ardent  admirer  of  Leonardo"  A 

nograph.  But  the  DaVinci  split-seco 
with  its  perpetual  calendar  and  unij 
century  display  slide  has  virtually 
equal.  It  therefore  satisfies  one  of 
company's  main  aims:  to  build  watct 
unlike  anyone  else's.  This  does  not  sj 
ply  mean  doing  things  differently, 
offering  more  and  mastering  new  te 
nical  challenges. 

One  of  the  reasons  for  the  Da  Vinci's 
precedented  success  is  the  fact  that  it  cc 
bines  incredible  ease  of  use  with  a  we) 
of  complex  and  attractive  features.  1 
rugged  automatic  movement  drives  q 
different  hands,  a  small  golden  moonq 
and  four  figures.  Water  resistant  to  30 1 
ters,  and  antimagnetic.  this  special  sfl 
seconds  edition  of  the  DaVinci  features 
additional  button  at  the  10:00  position! 
operates  the  10th  hand. 


kner  Hano  Burtscher  -  "more  of  an  artist  than  a  graphic  designer, 
for  the  DaVinci  in  the  Codex  Atlanticus. 


Only  500  pieces  will  be  made  of  this 
limited  Jubilee  version  in  platinum  but 
the  timepiece  also  is  available  in  18-Ka- 
rat  white,  rose,  or  yellow  gold.  It  is 
presented  in  a  stunning  wood  box  that 
bears  the  signature  of  Leonardo  da 
Vinci. 

In  fact,  the  DaVinci  timepiece  not  only 
gained  its  name  in  honor  of  the  great  in- 
ventor and  artist  Leonardo  da  Vinci,  but 
also  owes  its  case  design  to  its  name- 
sake. While  working  on  plans  for  fortifi- 
cations in  the  harbor  of  Piombino  in 
1499,  Leonardo  had  sketched  plans  for  a 


bastion  unlike  any  before  it,  consisting 
of  concentric  rings  with  four  semicircu- 
lar outposts.  The  original  drawings  can 
be  found  in  the  Codex  Atlanticus.  The 
DaVinci  case  shape  was  determined  by 
the  circles,  which  were  one  of  Leo- 
nardo's favorite  geometric  figures.  The 
fortress  was  never  built,  but  in  1985,  the 
concept  appeared  on  a  much  smaller 
scale:  as  the  case  for  a  wristwatch  with 
the  most  ingenious  perpetual  calendar 
ever  developed  that  would  withstand  the 
assaults  of  everyday  use  for  500  years 
and  more:  The  DaVinci  timepiece  by 
IWC. 

By  far  one  of  the  most  outstanding  works 
of  art,  craftsmanship  and  heritage  in  the 
world  of  fine  timepieces,  the  DaVinci 
Split-Seconds  Chronograph  is  indeed  a 


Leonardo  s  self-portrait  as  an  old  man: 
today  the  chalk  drawing  hangs  in  the 
Pinacoteca  Ambrosiana  in  Milan. 

shining  masterpiece.  What's  more,  instead 
of  being  hung  on  a  wall,  it  hangs  beauti- 
fully on  the  wrist  -  for  everyone  to  ad- 
mire. 

For  a  complete  color  catalog,  or  more 
information,  call  800-432-9330. 


watch  of  the  century  was  designed 
lie  spirit  of  Leonardo:  the  case, 
vn  and  push-pieces  unite  Italian 
nony  with  Swiss  precision. 


IWC 

/S6S 


"Reach  for  the  dry!"  Armed-and-thirsty  oenophiles  will  not  be  priced  out  of  the  market. 


signer  sneakers  of  the  drinking  classes. 
Desperate  pinot  addicts  priced  out  of 
the  market  pull  off  a  string  of  wine 
shop  burglaries  and  private  estate 
break-ins,  with  collateral  homicides. 
Time  magazine  runs  a  cover  story  on 
"America's  Newest  White-Collar 
Killers."  Label  Chasers  Anonymous  is 
founded  to  treat  investment  bankers 
who  spend  12-hour  days  faxing  wine 
merchants  worldwide  in  search  of  the 
latest  100-point  wines,  while  their 
families  starve. 

At  the  other  end  of  the  Burgundy 
food  chain,  the  consolidation  and  col- 
lapse of  mediocre  negotiant  schlock- 
meisters  accelerates,  as  their  innoc- 
uous but  overpriced  wines  are  dumped 
in  European  hypermarkets.  But  the 
flush  firm  of  Jean-Claude  Boisset 
continues  to  expand,  and  in  the  fall  of 
S  purchases  the  town  of  Beaune, 


turning  its  cobbled  streets  into  a  viti- 
cultural  theme  park. 

A  high-profile  California  winery 
agrees  to  test-market  the  Temp-A- 
Sure  seal  (anticipated  GIZMO  RAT- 
ING: 3.5  out  of  4),  a  label  designed  to 
reveal  when  a  bottle  of  wine  has  been 
exposed  to  excessive  heat  between  the 
winery  and  the  drinker.  Following  a 
flood  of  favorable  publicity  for  the 
"wine  consumer's  best  friend,"  other 
major  domestic  producers  follow  suit. 
In  Bordeaux,  however,  local  merchant 
firms  and  their  American  importers 
and  distributors  complain  bitterly  to 
chateau  proprietors,  and  Temp-A- 
Sure  marketing  executives  face  death 
threats.  One  major  importer  explains 
to  its  Bordeaux  suppliers  that  most 
wines  are  cooked  along  the  way  and 
always  have  been,  and  except  for  a 
few  annoying  wine  writers,  no  one  has 


ever  complained.  Ameri- 
can wine  drinkers  continue 
to  wonder  why  $100  first 
growths  don't  rate  the  same 
protection  from  heat  expo- 
sure that  cans  of  Budweiser 
routinely  receive  today. 

1999  —  2000 

Seizing  the  opportunity  pro- 
vided by  soaring  prices  on 
Burgundy  and  Bordeaux, 
California's  boutique  winer- 
ies raise  their  prices  sharply. 
Ferocious  demand  among 
serious  winos  drives  prices 
for  most  limited-production 
cabernets  over  $100  per  bot- 
tle, but  the  wines  still  vapor- 
ize before  they  hit  retail 
shelves.  In  the  dwindling 
mid-price  segment,  mark- 
eting-sawy  wineries  like 
Robert  Mondavi,  Beringer 
and  Kendall-Jackson  can't 
produce  enough  wine  to 
meet  their  orders  and  must 
buy  up  vineyards  in  Chile, 
Romania  and  Italy  with  theifl 
French  and  Italian  joint- 
venture  partners.  Other  win- 
eries struggle  to  survive. 

Soon,  payoffs  by  winer4 
ies  desperate  for  high-visil 
bility  shelf  space  becoml 
standard  practice.  "The  quality  is  in 
the  bottle"  is  replaced  by  "the  check 
is  in  the  mail"  as  the  winery's  assur- 
ance to  its  major  retail  accounts. 
Traditional  retail  merchants  quickly 
become  dependent  on  these  arrange- 
ments as  a  means  of  replacing  rev- 
enue lost  to  virtual  wine  shops  on  the 
Internet.  North  Coast  wineries  cofflr 
peting  in  the  mid-price  range  beginj 
dropping  like  fruit  flies,  and  valleyi 
floor  Napa  vineyards  are  budded 
over  to  condos. 

Sales  of  Cognac,  Armagnac  and 
Calvados  soar,  as  prices  for  top  tablel 
wine  surpass  those  of  brandy,  andi 
aging  baby  boomers  discover  the 
quality — and  relative  value — of  these 
high-octane  elixirs.  Even  vintage 
port  makes  a  comeback,  and  sales  of] 
over-the-counter  hangover  remedies 
skyrocket. 


)RBES 


FYI 


Your  day  at  Las  Campanas  is  spent  enjoyingf  a 
challengfingf  round  of  Jack  NicUaus  designed  gfolf. 
Tnat  evening,  attend  the  world  acclaimed  Santa  Fe  Opera. 

And  tomorrow  is  anotker  day.    You  can  visit  museums  and  tour  pueblos.  Play 
tennis  ri  tjkt  at  Tke  Cluk,  or  visit  Santa  Fe's  art  galleries.   Hike  tke  surrounding  mountains 
or  ride  korses  in  nearky  golden  aspen  meadows.    Later,  tkere's  tke  relaxed  atmospkere  and 
dining  pleasures  of  tke  Las  Campanas  clukkouse  or  sample  any  one  of  Santa  Fe's  200-pl 
fine  restaurants. 

Morning,  noon  or  ni  gkt,  you'll  never  ke  at  a  loss  for  new  adventures  at  Las  Campanas, 
Santa  Fe's  most  distinguisked  cluk  community.  Prestigious  komesites  kegin  at 
$200,000.   Please  call  1-800-237-0088  for  more  information. 


LAS  CAMPANAS 
SANTA  FE 

Only  here. 


Obtain  the  Property  Report  required  by  Federal  law  and  read  it  before  signing  anything.  No  Federal  agency  ba 
dged  tbe  merits  or  value,  if  any,  of  this  property.  Warning:  tbe  California  Department  of  Real  Estate  bas  not 
inspe  eted,  examined  or  qualified  tbis  offering. 


liquid  assets. 


Red-eyed  agronomists  in  Amster- 
dam discover  how  to  produce  mer- 
lot  under  grow  lights  (much  like 
their  red-eyed  counterparts  "farming" 
marijuana),  with  densely  packed 
"vineyards"  yielding  three  crops  a  year. 
With  worldwide  thirst  for  merlot 
greater  than  ever,  Holland  once  again 
becomes  a  force  in  international  ship- 
ping. Simultaneously,  the  market  is 
flooded  with  hydroponic  merlot  from 
Israel.  Wine  industry  trade  paper 
Market  Watch  estimates  that  the  total 
annual  merlot  volume  in  the  U.S.  is 
enough  to  cover  the  state  of  Georgia 
knee-deep. 

In  a  cover  story,  The  Wine  Spec- 
tator reports  that  most  southern  French 
merlot  is  actually  produced  in  a  vast 
underground  laboratory  in  Basel  by 
pharmaceutical  giant  Novartis.  Wine 
writers  who  have  long  described  these 
wines  as  medicinal  are  vindicated. 

As  prices  for  domestic  merlot 
grapes  plunge,  merlot  blanc  becomes 
California's  most  heavily  promoted 
wine.  The  University  of  California  at 
Davis  enology  department  advises 


grape  growers  not  to  turn  over  merlot 
vineyards  to  vegetable  farming,  warn- 
ing that  the  soil  has  been  too  depleted 
by  excessive  grape  yields  to  support 
other  plant  life.  Merlot  vines  are  con- 


verted to  chardonnay. 

Wine  critic  Robert  M.  Parker] 
outbids  the  Japanese  to  purchase  Naj 
Valley.  With  the  ensuing  torrent 
positive  press,  Parker  runs  for  pre! 


int  on  a  "Drink  American"  plat- 
irm.  The  Japanese  buy  Argentina. 

2001—2002 

jlst  when  futures  prices  for  first- 
rnvth  clarets  hit  $2,000  per  case, 
tlck-to-back  disasters  explode  the 
]  irdeaux  bubble.  First,  demand  for 
Iwv  releases  takes  a  severe  hit  when 
( una  imposes  a  200%  import  tariff  on 
-,  wine  brought  into  Taiwan,  Macao 
;  d  Hong  Kong.  Victoria  Peak  resi- 
sts retaliate  by  dumping  Chinese 
-1  ne  into  Hong  Kong  Harbor. 

Three  months  later,  a  major  wine 
nunterfeiting  scandal  comes  to  light 
len  an  auction  lot  of  ten  cases  of 
32  Chateau  Le  Pin  sold  for  $300,000 
ifound  via  gas-liquid  chromatogra- 
jiy  to  be  an  overripe  1994  Califor- 
ja  cabernet.  Investigators  trace  the 
'line  to  a  Bay  Area  computer  consul- 
nt  and  occasional  wine  drinker  who 
mits  to  having  used  a  laser  print- 
and  a  damp  closet  to  create  per- 
ptly  aged  labels.  "I  sure  fooled  'em 
|  th  my  '47  Petrus  and  '61  Trotanoy 
lick  in  1996,"  he  says  as  he  is  taken 


into  custody  by  BATF  officials. 

Demand  for  exorbitantly  priced 
new  claret  dries  up  overnight,  as  high 
rollers  accustomed  to  trading  these 
wines  lose  confidence  in  their  invest- 
ment potential.  Even  though  produc- 
ers and  the  wine  press  agree  that  the 
new  crop,  the  2000,  is  the  vintage  of 
the  new  century,  en  primeur  prices 
plunge  by  70%  from  the  previous 
year.  Barely  a  decade  after  the  boom 
years  of  the  '8os,  vines  in  lesser  Medoc 
vineyards  are  torn  up  and  returned 
to  sheep  farming.  But  following  a 
generation  of  overproduction,  the 
sheep  starve. 

New  studies  uncover  additional 
health  benefits  of  wine  consumption. 
A  substance  present  at  high  concentra- 
tions in  the  skins  of  red  wine  grapes, 
especially  cabernet  franc,  is  found  to 
stimulate  creative  financial  thinking. 
Despite  attempts  by  the  FDA  and 
SEC  to  squelch  this  new  information, 
a  "60  Minutes"  report  drives  red  wine's 
share  of  total  consumption  to  80%. 
Chinon  and  Bourgeuil  from  the  Loire 
Valley,  previously  anathema  to  Amer- 


ican wine  drinkers,  become  the  flavors 
of  the  month  and  prices  triple  over- 
night. Soon  all  American  white  grape 
vines  that  are  not  chardonnay  are 
converted  to  cabernet  franc.  Experi- 
mental gardens  in  Washington  State 
become  America's  last  preserve  for 
such  out-of-favor  grapes  as  riesling 
and  chenin  blanc. 

America's  trade  sanctions  against 
China  are  expanded  to  cover  wine, 
just  as  China's  new  Bordeaux  blend, 
Chateau  Nixon,  is  released.  Gault- 
Millau  magazine  calls  Chateau  Nixon, 
a  joint  French/Chinese  project  years 
in  the  making,  the  best  new  wine  of 
the  21st  century:  "youthfully  aggres- 
sive, with  sauvage  elements  of  night 
soil  and  jet  fuel;  truly  impossible  to  ig- 
nore." Bootleg  bottles  smuggled  in  by 
American  wine  merchants  are  snap- 
ped up  by  collectors,  and  the  price  for 
Chateau  Nixon  quickly  exceeds  that 
of  Bordeaux's  first  growths.  • 

Stephen  Tanzer  is  the  editor  and 
publisher  of  the  independent  bimonthly 
International  Wine  Cellar. 


ntelligeni  questions  for  serious  investors. 
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Some  of  life's  great  pleasures  require  both  time  and  skill 
in  their  making. 

The  Dunhill  Aged  Cigar  is  one  such  example,  a  fine 
spirit  such  as  Cognac  another. 

From  manufacture  to  the  appreciation  of  the  intrinsic 
qualities  of  each,  the  Dunhill  Aged  Cigar  and  the  finest  Cognacs 
have  much  in  common.  ' 

Both  have  roots  in  the  soil  culminating  in  the  harvest 
of  tobacco  leaf  or  grape. 

Both  require  the  attentions  of  a  Master  Blender  to 
ensure  the  end  result  consistently  yields  the  highest  standards 
of  quality. 

And  both  are  aged  and  matured  in  wood  to 
impart  their  unique  and  individual  character.  ^^^T; 

A.smoothness  and  yellowness  of  taste  ^  ]>- 

is  also  common  to  both,  as  is  a 
subtlety  of  aroma.  ^^^^^^ 

Perhaps  that's  why,  enjoyed  together,  B^fek. 
they  provide  a'perfect  partnership.  ^^^^j 

And  why  the  Dunhill  Aged  Cigar  deserves  to  share 
Cognac's  highest  appellation  —  The  Grande  Reserve  of  Cigars. 


IMPORTED  AND  DISTRIBUTED  BY  LANE  LIMITED 
2280  Mountain  Industrial  Boulevard,  Tucker,  Georgia,  U.S.A.  30084 
Telephone:  800  -221-4134 


Departures 

NEW  YORK  CANCELLED 

LONDON  CANCELLED 

PARIS  DELAYED 

ROME  SEE  AGENT 

MADRID  CANCELLED 


ar  Irascible  Traveler:  I'm  annoyed  by  a  commercial  I've  seen  for  apar- 
lar  airline.  In  the  advertisement,  the  airline  claims  to  be  tearing  seats  out  of  their 
nes  to  give  customers  more  leg  room.  But  I've  been  flying  for  close  tojo  years,  and 
sure  that  75  or  20 years  ago,  air  travel  was  much  more  comfortable  than  it  is  today, 
ere  were  many  fewer  seats,  there  was  more  leg  room  and  there  were  even passen- 
lounges  where  one  could  sit  and  have  a  drink  and  listen  to  music.  Now  the  airlines 


trying  to  tell  me  they're  being  gener- 
by  pulling  seats  out  to  give  me  more 
im?  Hogwash! 

DGWASH  ISN'T  EXACTLY  THE  WORD 

yould  use,  but  this  is  a  family  mag- 
ine.  I  don't  know  how  airline  exec- 
ives  can  look  at  themselves  in  the 
rror  in  the  morning  and  still  show 
s  like  the  one  you  described. 
Years  ago  a  few  airlines  provided 


closer  together — which  they  refer  to 
as  'closer  pitch' — in  order  to  get  the 
additional  row  of  seats  on  the  plane," 
Roberts  said. 

We  wanted  to  give  the  airlines  the 
benefit  of  the  doubt,  so  we  called  air- 
craft manufacturer  Boeing  and  asked 
about  the  seating  situation.  Spokes- 
woman Barbara  Murphy  told  us  that 
while  the  "pitch" — or  actual  space  be- 
tween seats — has  shrunk  somewhat, 


The  Irascible  Traveler 


ge,  comfortable  lounges — some 
th  live  piano  music — even  for 
urist-class"  passengers.  And  yes, 
ere  was  probably  more  legroom 
tween  seats,  too.  Wayne  Roberts 
brks  in  the  marketing  department 
I  Weber  Aircraft  Inc.  in  Fullerton, 
California,  one  of  the  larger  manu- 
i  cturers  of  aircraft  interiors  and  seat- 
-g.  He  told  us  that  while  the  width 
1  most  airline  seats  hasn't  changed, 
*  .ssengers  are  still  getting  squeezed 
:  mpared  with  back  in 
i  e  good  old  days. 

"In  some  cases,  air- 
[  les  have  put  the  seats 


that's  been  made  up  for  by  the  fact 
that  seatbacks  are  thinner. 

"When  you  look  at  those  two  fac- 
tors, it  should  be  a  wash  in  terms  of 
the  seat  pitch  being  reduced  and  the 
seatback  thickness  also  being  reduced. 
In  the  long  run,  legroom  really  hasn't 
changed,"  she  said. 

Which  sort  of  reminds  us  of  the 
old  joke:  one  guy  asks  another  about 
a  restaurant  he'd  just  visited.  "The 
food  is  lousy,"  the  second  fellow  re- 
plied to  the  first.  "But  the 
"Pitch" and  moan:         service  was  awful." 
airlines  are  giving  riders        Next  we  called  Clay 
the  squeeze.  McConnell,  a  spokesman 
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Give  me 
your  stranded, 
your  cramped, 
your  bumped, 
your  yearning 
for  lost  luggage, 

your  "I  have 
no  record  of  your 
reservation,  Sir" 


FYI 


FORBES  S3 


Printed  Books  &  Manuscripts 

Printed  Books  from 
the  Collection  of  Robert  A.  Hefner  III 

Americana  from  the  Forbes  Magazine  Collection 

May  17,  1996  at  10  am  &  2  pm 


"...the  higher  object  of  this  contest  may  not  be  completely  attained 
within  the  term  of  my  natural  life... I  am  proud,  in  my  passing 

speck  of  time,  to  contribute  an  humble  mite  to  that  glorious 
consummation,  which  my  own  poor  eyes  may  not  last  to  see..." 


Left:  Abraham  Lincoln.  Autograph  manuscript  (apparently  the 
conclusion  of  a  speech),  PREDICTING  THE  EVENTUAL 
EXTINCTION  OF  THE  INSTITUTION  OF  SLAVERY, 
prepared  for  the  Lincoln-Douglas  debates,  [c.  July  1858]. 
1  'A  pages,  folio,  on  lined  legal  paper. 
Estimate:  5400,000  -  S600,000. 

Right:  George  Washington.  Autograph  letter  signed  *is  President, 
Mount  Vernon,  8  July  1,796.  1  page,  4to.  Inviting  John  Marshall 
(future  Chief  Justice  of  the  Supreme  Court)  to  become 
U.S.  Minister  to  France. 
Estimate:  $18,000-25,000. 


CHRISTIE'S 


Principal  Auctioneer:  Christopher  liurge  #701534 


for  Delta,  who  told  us  that  deregul 
ation  in  the  mid-1970s  made  com 
petition  between  airlines  mor 
brutal,  driving  prices  lower,  forcinj 
airlines  to  be  more  profitable  and- 
here's  the  rub — add  more  seating. 

"Back  when  fares  were  establish^ 
and  competition  was  not  as  fierce,  air 
lines  had  the  luxury  of  being  able  b 
provide  all  those  amenities  and  sti] 
be  assured  that  we  were  going  to  b 
able  to  set  fares  at  a  profitable  level, 
McConnell  said.  "There's  probably 
bit  less  legroom  on  airplanes  now  thai 
20  years  ago.  It's  just  the  revenue 
generating  potential  of  having  mor 
seats  on  an  airplane." 

The  popping  sound  you  just  hear 
was  the  cartilage  in  your  kneecaps  gra 
ing  out  after  being  jammed  into  a 
ever  tinier  space  on  that  next  long  busij 
ness  flight. 

But  think  of  the  revenue-generat 
ing  potential. 

Dear  Irascible  Traveler: 

As  someone  with  chronic  respiratot 
problems,  I  absolutely  require  a  nom 
smoking  environment  when  I  travel.  S 
I  get  very  upset  when — even  after  specii 
ically  requesting  a  non-smoking  hotl 
room  or  rental  car — /  have  difficult 
breathing  because  the  smell  of  tobacc 
smoke  is  thick  in  the  air. 

I  must  say  that  in  most  cases  the  hote\ 
or  car  companies  have  tried  to  be  accorn 
modating.  But  there  have  been  timt 
when,  because  of  "availability, "  I  w& 
stuck  in  something  that  reeked  of  smokl 
I'd  like  to  know  what  safeguards  hote\ 
and  rental-car  agencies  use  to  make  sui 
smokers  don't  clog  non-smoking  area\ 
because  clearly  those  safeguards  are  faulty 

While  we  sympathize  with  you 
predicament,  there  isn't  much  a  hoti 
or  rental-car  company  can  do  to  sto 
a  smoker  from  smoking  where  he 
not  supposed  to.  Further,  what  norj 
smoking  policies  they  have  are  basi 
cally  enforced  with  a  wink  and  a  shruj 
According  to  the  American  Hot< 
&  Motel  Association  (AHMA),  neai 
ly  half  of  all  hotel  and  motel  rooms^ 
46%  to  be  exact — are  designated  nor 
smoking.  And  how  do  the  hotel  coni 
panies  keep  people  from  smoking  i 


apse  rooms?  They  don't  put  ashtrays 
iithem.  (And  hope  for  the  best.) 

I  "If  a  guest  does  smoke  in  a  non- 
■sloking  room,  there's  not  a  whole  lot 
tpotel  or  motel  can  do  about  it,"  says 
lf.thryn  Cochran,  a  spokesperson  for 
&HMA.  "Once  someone's  paid,  while 
i tie  management  would  prefer  they 
cn't  smoke  in  a  non-smoking  room, 
ley  also  don't  want  to  do  anything  to 
c  :end  the  guest.  And  a  lot  of  guests 
k  funny — they  request  a  non-smok- 
m  room  even  though  they  smoke." 
; J  As  for  rental  cars,  a  call  to  Hertz 
wealed  the  following  policy:  a  des- 
inated  percentage  of  new  cars  that 
I  n  the  Hertz  "fleet"  are  non-smok- 
(k  until  it  is  discovered  that  someone 
Ijrs  smoked  in  them.  Then  those  cars 
licome  "smoking"  cars.  When  another 
jkw  car  joins  the  fleet,  it  immediately 
Ijcomes  a  non-smoker,  replacing  the 
ale  contaminated  by  the  scent  of  tar, 
:j;otine  and  God-knows-what  else. 
>  There's  only  one  problem.  Hertz 
ijn't  guarantee  you'll  get  a  virgin  car 
you  request  one.  "Obviously,  there's 

■  real  way  that  we  can  police  or  con- 
pi  smoking,"  says  Lauren  Kelly,  a 
ibkesperson  for  Hertz.  "We  make 
fery  effort  to  give  non-smoking  cus- 
imers  non-smoking  cars.  But  we 
pnot  guarantee  it,  and  we  don't  tell 
[smoking  customer  that  he  can't 
,ioke  in  that  car." 

i  Not  surprisingly,  that  sort  of  blase 
dtude  doesn't  sit  well  with  anti- 
nokers.  "The  problem  is  that  these 
:  tablishments  don't  do  anything  to 
I  force  the  no-smoking  rule,"  says 
lin  Banzhaf  III,  executive  director  of 
i:tion  On  Smoking  And  Health 
;.SH).  "If  you  walk  out  of  a  hotel, 
iy,  and  all  the  towels  in  your  room 
ae  missing,  they're  going  to  bill  you. 
seems  to  me  that  they  ought  to  have 
sme  kind  of  provision  where  an  ad- 
utional  fee  is  tacked  on  if  you  smoke 
|  a  non-smoking  space." 
;  Not  a  bad  idea,  though  Banzhaf 
Jlmits  he  knows  of  no  rental-car 
tms  and  only  a  few  hotels  with  such 
provision.  "Businesses  have  been 
try  reluctant  to  enforce  their  no- 
noking  rules.  But  if  more  and  more 
,:ople  complain,  they're  going  to 
ive  to  do  something  about  it." 


"IT'S  A  SCANDAL!"  EXCLAIMED  MRS  CHEE, 

AS  SHE  SET  TO  WITH  NEEDLE  AND  THREAD. 

Not  one  to  be  swayed  by  the  vagaries  of  fashion,  the  trend  for  designer 
jeans  with  lacerated  legs  was  lost  on  the  hotel  housekeeper. The  fact  that 
the  young  man  in  suite  360  had  paid  an  inordinate  amount  of  money  to 
become  the  proud  owner  of  these  Italian  trousers  in  just  such  a  torn  state, 
was  of  little  consequence.  A  couple  of  hour?  of  delicate  darning  and  the 
ghastly  gaps  gaped  no  more.  Thus  rendered  rather  more  pristine  and 
pressed  to  perfection,  the  de-holed  denims  were  ready  to  be  returned. 
Mrs  Chee  presented  the  neatly  wrapped  package  in  person  to  the 
style  conscious  guest.  As  he  held  up  her  handiwork,  his  wide  eyes  and 
stunned  silence  were  all  i#>**iii^i=i=Sii**<  'ne  praise  she  needed. 
She  left  him,  her  bosom  /  ^^^^ *  \  swelled  with  pride. 
Extraordinary  endeavours         ^^P^BS|^    J    have  always  been  a  part 


of  the  rich  tapestry  of 


Raffles,  the  grand  old 


dame  of  the  East.  The  perfect  place  to  stay,  to  dine,  to  shop,  or  simply 
to  sip  on  a  sling.  Raffles  Hotel,  I  Beach  Road.  Singapore  189673. 
Tel:  (65)  337  1886.  Fax:  (65)  339  7650.  Telex  No.  RS  39028  RHS1N. 

A  RAFFLES  INTERNATIONAL  HOTEL 


'Sen. 


LEAVING  YOUR  JOB? 

DON'T  LEAVE  20%  OF  YOUR 
RETIREMENT  MONEY  BEHIND 


Free  T.  Rowe  Price  kit  helps  you  protect  your  retirement  savings. 

If  you're  leaving  your  job,  choosing  what  to  do  with 
your  retirement  plan  payout  may  be  one  of  the  most 
important  decisions  you'll  make.  And  current  law 
makes  your  choices  more  complicated — and  more 
important — than  ever.  Depending  on  your  decision,  the 
IRS  could  withhold  20%  of  your  retirement  money. 

We  help  you  know  all  your  options.  Our  up-to-date 
kit  can  help  you  understand  all  your  options.  In  plain,  straightforward 
language,  we  give  you  the  accurate,  detailed  facts  you  need  to  help 
decide  what's  best  for  you.  And,  with  our  free  Direct  Rollover  Service, 
we  can  coordinate  your  request  directly  with  your  previous  employer, 
if  you  so  choose. 

Call  for  more  information  and  a  free  kit 
1-800-541-6155 


Invest  With  Confidence 

T.RoweRice 


m 
•lit 


T.  Rowe  Price  Investment  Services,  Int.,  Distributor. 
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While  moaning  to  manage- 
ment is  a  good  start,  Banzhaf 
suggests  non-smokers  take 
their  complaints  directly 
to  a  higher  authority: 
the  government.  Seems 
that  under  a  recent 
decision  by  the  Sec- 
ond Circuit  U.S.  Court 
of  Appeals,  the  Ameri- 
cans With  Disabilities 
Act  (ADA)  applies  to  ' 
folks  with  a  sensitivity 
to  tobacco  smoke — all  40  «| 
million  of  em.  If  a  business  ^"««| 
falls  down  on  its  promise  of  a  1 
non-smoking  environment,  says  * 
Banzhaf,  it  "can  be  forced  to  ban 
smoking  or  make  other  arrangements 
which  provide  reasonable  protec- 
tion from  the  smoke."  ASH  even 
provides  complaint  forms  from  the 
Justice  Department  and  instructions 
on  how  to  fill  them  out:  ADA  Com- 
plaint Kit,  Action  On  Smoking  And 
Health,  2013  H  Street  N.W.,  Wash- 
ington, DC  20006. 

So  if  a  hotel  clogs  your  lungs,  con- 
sider clogging  the  government.  Sounds 
like  a  reasonable  fix. 

Dear  Irascible  Traveler: 

En  route from  Heathrow  to  Wisconsin  on 
British  Airways,  I  checked  the  wear  and 
tear  on  my  bags  in  Chicago 's  0  'Hare  be- 
fore proceeding  on  the  second  leg  of  the 
journey  on  American  Airlines.  Outside  of 
an  additional  half-inch  of  grey  dust,  the 
bags  looked fine  and  were  checked  in  for 
Green  Bay.  On  arrival,  however,  I  no- 
ticed the  disappearance  of  a  small  wheel  on 
the  largest  piece  of luggage. 

I  immediately  took  the  damaged 
luggage  to  the  American  Airlines  check- 
in  counter,  and  was  informed  that 
according  to  policy  the  airline  does  not 
accept  responsibility  for  any  damage 
done  to  luggage  while  in  its  care  on 
domestic  flights. 

On  the  way  back  to  England  via 
Chicago,  you  could  imagine  my  surprise 
when,  at  the  same  counter,  American 
Airlines  asked  me  to  sign  a  waiver  as- 
serting that  I  would  not  hold  them 
responsible  for  the  already  limping 
three-wheeled  luggage!  In  rather  icy 
terms  I  asked  why  they  now  wished  to 


escape  responsibility  when 
they  never  felt  they  had  any 
anyway,  regardless  that  it 
was  they  who  caused  the  dam- 
age in  the  first  place.  The  re- 
sponse was  that  it  was  policy. 
No  signature  on  the  form,  no  hobbling 
bag  on  the  plane. 

How  can  certain  airlines  expect  me  to 
fly  with  them  if  they  refuse  to  accept  re- 
sponsibility for  damages  that  they  cause? 

This  reminds  me  of  the  old  TV 
commercial  showing  a  piece  of  lug- 
gage passing  out  of  sight  of  the  cus- 
tomer only  to  be  pounced  upon  and 
thrown  around  by  a  vicious  gorilla. 
The  bag  then  emerges  intact  at  the 
other  end  of  a  baggage  carousel. 

What  that  commercial  didn't  tell 
you  is  that  the  baggage  handlers  at  a 
typical  airport  make  that  gorilla  look 
like  David  Niven.  And  the  sad,  sorry 
truth  is  that  most  airlines  take  very  lit- 
tle responsibility  for  the  kind  of  dam- 
age your  luggage  endured. 

We  called  American  Airlines  to 
ask  them  about  your  tri-wheeled 
luggage  situation  and,  as  you  might 
predict,  we  were  initially  given  a  dry, 
bureaucratic  answer.  Staci  Monroe, 
who  deals  with  customer  complaints 
for  American,  said,  "The  sign  that 
we  have  posted  at  the  airport  says, 
'Luggage  is  designed  to  protect  its 
contents,  and  as  such  American  as- 
sumes no  liability  for  minor  damage 
such  as  scratches,  scuffs,  dents,  cuts 


Good  news!  If  this 
happens  to  your 
bag,  the  airline  will 
usually  repair  or 
replace  it.  Usually. 


and  dirt  resulting  from  norm 
wear  and  tear.'" 

Monroe  also  told  \ 
that  American  assumes  n 
responsibility  for  damac 
to  or  loss  of  a  long  li 
of  luggage  parts,  indue 
ing  wheels,  straps,  pod 
ets,  pull  handles  an 
hanger  hooks.  What 
eft?  Is  there  any  amoui 
of  damage  that  Americ 
will  take  responsibility  fori 
Yes.  If  your  bag  is  fla 
tened  by  a  steamroller,  Ame 
ican  will  repair  and  replace  it.  1 
the  bag  is  crushed,  we  would  be  liabj 
for  that,"  Monroe  told  us. 

But  back  to  your  lette 
You  were  asked  to  signj 
waiver  relieving  America 
of  all  liability  for  the  lo 
of  your  wheel,  Monro 
said,  because  "it  was  dan) 
aged  on  the  outboun 
Whenever  we  accept  a  piece  of  luj 
gage  that  already  has  somethii 
wrong  with  it,  even  if  it's  dama 
we're  liable  for,  we  will  still  have  t 
customer  sign  the  waiver  stating 
was  damaged  when  they  received 
That's  so  if  they've  already  filed 
claim,  they  cannot  file  another  one 
that  same  piece  of  damage." 

But  American  says  it's  not  liable  f 
the  wheel.  Assuming  one  can  only  f 
a  claim  for  damage  the  airline  is  ri 
sponsible  for,  why  must  the  custom 
sign  a  waiver  preventing  them  fro 
making  said  claim?  What  would  th 
have  done  if  the  customer  had  refus 
to  sign  the  waiver? 

"We  would  have  documented 
her  records  that  she  refused  to  sigr 
limited  release  and  there  was  dama, 
to  the  bag,"  Monroe  said. 
.  Ms.  Monroe's  rather  unsatisfactc 
solution  to  this  whole  mess  was  to  b 
a  piece  of  luggage  without  whee 
Sure,  we  thought,  and  without  ha 
dies,  hooks,  straps  or  pockets.  Or  bt 
ter  yet,  why  don't  we  just  FedEx  o 
business  suits  ahead  of  us?  • 

Horror  stories?  Write  The  Irascii 
Traveler,  Forbes  FYI,  60  Fifth  Aven 
New  York,  NY10011. 
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AVE  YOU  TAKEN  YOUR  SKIN  CARE  TODAY? 


n  u  t  r  i  t  i  o  nT, 


Once-a-day  Skin  Nutrition 


THE  INTERNAL  STRATEGY: 

PREVENT,  A  nutrition  supplement  for  your 
skin  that  you  take  each  morning.  Vitamin 
C,  and  Grape  Seed  Extract. 

THE  EXTERNAL  STRATEGY: 

1  CLEAN,  removes  pollution,  dirt,  oil. 
Conquers  blackheads.  A  great  way  to 
shave. 

2  CORRECT,  builds  strength,  begins  sun 
and  environmental  damage  repair,  stops 
irritation. 

3  PROTECT,  binds  moisture,  SPF  8. 
Reveals  fresh,  young  skin  cells,  guards 
new  cells. 
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BARNEYS 
N EWYORK 

ONE  VITAMIN,  THREE  STEPS,  TWO  MINUTES,  $59.00.  TO    ORDER:!  -  800-295-8877 

ZBW-&  SKIH  XUTftTIOr"  «W6  ElEHf  HTALS  SKIN  CARE  LLC/ 
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me. 


o  or  three  minutes  inside  the  cave  and  I  have  my  first 

i,  observant  thought.  It  is  not  reassuring.  I  am  in  a  vast  cham- 

j{  clean,  mute  stone.  The  chamber  is  full  of  cold,  strikingly  blue 

r  and  absolutely  nothing  else.  No  fish,  no  coral,  no  vegetation. 

sign  of  life  at  all.  It  is,  I  think,  like  some  kind  of  vault.  A  tomb. 

n  swimming  deeper  into  this  tomb,  following  the  slender  beam 

seemed  to  panic,  kicked  up  silt,  got 
lost  and  drowned.  When  they  brought 
his  body  out,  he  still  had  plenty  of  air 
and  his  regulator  was  working  fine. 

There  are  so  many  things  that  can 
go  wrong.  Equipment  failure,  silt  outs, 
blackouts,  disorientation.  But  they  all 
come  down  to  panic,  which  is  the 
normal  human  response  merely  to 
being  both  underground  and  under- 
water. Panic  in  the  form  of  a  wild, 
savage,  un- 
controllable 
need  to  break 
confinement 
and  escape 
into  sweet, 

clean,  open  air.  Edgar  Allan  Poe  would 
have  just  loved  cave  diving. 

It  says,  perhaps,  all  you  need  to 
know  about  the  way  panic  fits  into  the 
equation  that  virtually  all  experienced 
cave  divers  have  had  to  help  recover 
bodies.  They  know  what  can  happen, 
so  on  deep  and  dangerous  explo- 
rations they  almost  always  go  solo.  If 
they  experience  an  emergency,  they 
will  either  work  it  out  themselves  or 
die.  A  partner  probably  can't  help.  But 
if  you  are  with  a  partner  and  he  has  an 
emergency. .  .well,  he  can  kill  you. 

It  is  a  sport  (if  that  word  can  be 
said  to  apply)  where  the  most  vital 
skill  might  be  the  ability  to  resist  a 
normal  urge  to  panic. 
So  why  do  people  do  it? 
Probably  because. .  .well,  because  it 
is  a  sport  where  the  most  vital  skill 
might  be  the  ability  to  resist  a  normal 
urge  to  panic.  And  sometimes  you 
feel  like  going  someplace  you  thought 
you  would  never  be  able  to  go — 
physically  and  psychically. 

That,  anyway,  is  the  best  explana- 
tion I  can  come  up  with  for  why, 
when  Moose  Edison  Blackwell  ex- 
plained about  his  cave  dive  and  said, 
"Do  you  want  to  try  it?"  I  answered, 


tbi  iy  light.  Deeper  into  a  passageway 
tr  :  narrows  so  that  I  am  no  longer 
pe'inded  ot  a  vault  but  of  a  tunnel. 
Ere  so  tight  that  my  shoulders  brush 
tr  rock  at  one  point. 

check,  with  total  concentration, 
air  and  my  time.  Kick.  And  swim 
If  per  into  the  rock. 
:  S/Vhat  I  am  doing  is  cave  diving. 
jEjp  question  is. .  .why? 
npiving,  for  me  and  I  imagine  for 
lajkt  divers,  started  out  as  a  warm- 
ri  er,  coral  reef,  tropical  fish  sort  of 
I  rcise.  Eventually,  I  did  some  night 
d  ss  and  a  couple  of  shark  feeds 
i  sre  I  had  as  many  as  two  dozen 
Pi  f  sharks  swimming  around  me, 
f  le  of  them  close  enough  to  touch. 
E  impsed  something  primitive  and 
u  ent  when  I  looked  into  those 
.  rks'  eyes,  but  I  wasn't  afraid,  since 
C  y  had  no  interest  at  all  in  me. 

But  the  idea  of  cave  diving  set  off 
■  the  claustrophobic  alarms.  Think- 
i  about  it  long  enough  could  make 
r|  palms  moist  and  my  mouth  dry. 
Then  there  were  the  stories.  I  grew 
I  in  northwest  Florida,  where  the 
Ittestone  springs  have  been  drawing 
■e  divers  for  years.  One  weekend,  I 
i<|is  supposed  to  meet  my  brother 
ufar  Marianna  for  a  little  fishing,  but 
lit  couldn't  make  it  because  he  was  a 
iorter  for  a  little  newspaper  in  those 
*ts  and  had  been  called  in  to  do  a 
|ry  on  four  divers  who'd  been  lost  in 
ae  of  the  springs.  He  was  still  there, 
ifc  at  night,  taking  pictures  and  notes 
4en  they  brought  the  bodies  out. 
{Turns  out  those  were  untrained 
irers.  But  experienced  divers  can  get 
[trouble,  too.  Not  long  ago,  Sheck 
'ey,  one  of  the  legends  of  cave  div- 
,  was  killed  going  for  a  depth 
:ord.  And  a  member  of  Bill  Stone's 
ibitious  attempt  in  Mexico  was 
led  on  a  routine  dive  in  training. 
J  indicated  a  regulator  problem, 


Stunt  Man 


CAVING  IN 


In  which  our 
bold  explorer  goes  to 
great  depths 


By  Geoffrey  Norman 


FY  I 


FORBES  59 


"Sure.  When  are  we  going?" 

"How  about  this  afternoon?" 

This  has  become  my  answer  to 
turning  50.  Instead  of  expensive  cigars 
and  hand-tailored  suits,  I  am  going  in 
for  stunts.  It  will  either  keep  me  feel- 
ing young  or  keep  me  from  getting 
any  older.  One  way  or  the  other  

Two  hours  later  I  am  suited  up 


and  standing  above  the  entrance  to 
his  cave. 

It  does  not  look  like  much  from 
above  ground,  just  a  little  open  water 
in  a  jungle  of  scrub  juniper,  palm,  but- 
tonwood  and  mangrove  on  the 
Bahama  Island  of  Andros.  A  few  feet 
beneath  the  tea-colored  surface,  there 
is  a  fault  line  in  the  limestone  bedrock 
that  leads  into  passageways  that  pro- 
ceed on  and  on  to... well,  nobody  is 
quite  sure.  Divers  have  gone  in  1,900 
feet  and  there  is  more  to  explore. 

Moose  and  I  don't  plan  to  explore 
any  new  chambers  today,  merely  to  go 
where  others  have  already  gone,  150 
feet  down  and  500  feet  in.  The  last 
thing  we  did  before  turning  off  the 
blacktop  on  to  a  rough  shell  road  to 
this  spot  was  make  sure  we  knew 
where  the  emergency  oxygen  was  and 
that  we  could  recite  the  directions  to 
give  the  people  at  the  Navy  base  if  we 
had  to  call  them  in  an  emergency. 

Moose  has  been  diving  the  reefs 


off  Andros  most  of  his  24  years.  But 
caves  have  become  his  passion  in  the 
•  last  few  months.  Though  he  is  an  ar- 
ticulate man,  Moose  cannot  explain 
exactly  what  the  attraction  is. 

"You'll  just  have  to  do  it,"  he  says, 
"and  see  for  yourself." 

According  to  the  plan — which  we 
have  gone  over  several  times — we  will 


follow  the  rule  of  thirds.  Use  one  third 
of  our  air  in;  one  third  out;  keep  one 
third  for  emergencies.  I  have  a  watch 
and  computer  on  my  wrist.  One  light 
on  my  belt;  a  spare  on  my  buoyancy 
compensator.  Two  first-stage  and  two 
second-stage  regulators.  The  final  and 
perhaps  most  vital  safety  device, 
Moose  says,  is  the  line.  It  was  laid  by 
the  divers  who  first  explored  this  cave. 
If  we  were  going  in  for  the  first  time, 
we  would  carry  our  own  line  on  a  reel. 

"If  we  have  a  silt-out  or  a  black- 
out," Moose  says,  "find  the  line  and 
follow  it  out." 

We  let  air  out  of  our  bc's  and  de- 
scend. We  have  some  light,  for  the 
first  few  seconds,  until  Moose  ducks 
under  an  overhang  and  into  a  narrow 
passageway.  Then  it  is  as  though  we 
are  in  a  vault.  There  is  no  light,  not 
even  the  amount  that  seeps  under  the 
crack  of  a  closed  closet  door.  The 
darkness  outside  the  beam  of  my 
light  is  so  thick  and  so  total  that  it 


seems  to  have  mass. 

We  pick  up  the  line  right  away, 
the  minute  that  I  have  been  underwi 
ter,  I  have  already  become  disorier 
ed  or,  more  accurately,  de-oriente 
There  are  no  landmarks  and,  unli 
reef  diving,  knowing  which  way  is 1 
(the  direction  your  bubbles  travel) 
not  enough.  You  have  to  know  yo 
way  out  and  there  is  no  light  to  gui 
you.  Only  the  line — small  diamet^ 
white  nylon,  tied  off  every  few  fa 
and  stretched  tight.  If  you  lose  yd 
light,  you  hold  on  to  the  line  and  y\ 
feel  for  the  knots.  Two  knots  followl 
quickly  by  one  knot  means  you  arei 
your  way  out.  One  followed  by  t\j 
means  you  are  going  in  deeper. 

My  eyes  begin  to  move  in  a  rhyt! 
mic  sequence.  From  the  line  to  t] 
computer  on  my  wrist,  to  my  watch,| 
my  depth  and  pressure  gauge.  Th 
back  to  the  line. 

Once  we  have  left  the  tepid  sd 
near  the  mouth  of  the  cave,  the  waj 
turns  colder  and  clearer,  and  in  tn 
clear  water,  the  huge  stone  formatioj 
that  rise  over  us  could  be  the  rubblel 
some  ancient  ruined  cathedral.  I  a 
mire  the  mute,  gothic  scenery  foi 
moment  or  two,  and  then  my  eyes  a 
drawn  back  to  the  line.  And  the  con 
puter,  the  watch,  the  gauge. 

We  sink  deeper.  And  deep* 
Through  a  four-foot  crease  betwe* 
two  vast  panels  of  stone  into  a  wii 
chamber  where  stalactites  are  drapi 
from  an  overhang.  These  were  creat 
across  thousands  of  years,  back  in  t 
time  of  the  glaciers,  when  the  Atlanl 
was  shallower  and  this  space  was  filll 
with  air.  They  could  be  shrouds 
this  cathedral  of  geology. 

I  admire  them  for  a  few  secon 
and  then  my  eyes  go  back  to  the  lir 
I  have  a  lot  invested  in  that  taut  strin 
One  hundred  and  thirty  feet.  Fi 
minutes  in.  Twenty-seven  hundn 
psi.  The  light  still  works.  My  breat: 
ing  is  steady  and  calm,  which  com 
as  a  surprise,  but  then,  I  realize,  I  a 
calm.  I  have  sucked  harder  at  my  re 
ulator  on  a  50-foot  reef  dive  when,  f 
some  reason,  anxiety  seeped  into  n 
system  like  nitrogen. 

Lead  on,  Moose,  and  I  will  folloi 

We  swim  on  into  another  chamb 


Two  knots  followed  by  one  knot  means  the  way  out  of  the  cave.  Unless  
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THE    WORLD'S    BEST    CRUISE  LINE 
CORDIALLY    INVITES    YOU    TO  EXPERIENCE 
THE    BEST  OF 


J  HB 


SAVE  FROM 

U  6  □  □  -  $  1  6  □  □ 

per  couple 

!ree  Airfare  frdm  the  East* 
$995  Business  Class  Air 

Vomptimentarif  ^t'cniiuj  L  oiucrt  at 
ot.  f^etei'shui'cj  i  tJu.supoti  J-'ci(ace 


This  year,  you  can  experience  the  lands  of  fire  and  ice,  where 
history  and  adventure  surround  you  at  every  turn.  here,  you 
will  witness  the  famed  "white  nights"  of  nations  near  the  arctic 
Circle.  Enjoy  a  private  tour  of  exotic  St.  Petersburg's  dazzling 
Hermitage  Museum  (have  you  ever  seen  a  room  lined  entirely  in  gold?). 
Become  intimately  familiar  with  Viking  sagas  on  the  fairy  tale  Isle  of 
visby.  And  frolic  through  Copenhagen's  vibrant  Tivoli  Gardens.  Df 
course,  there  is  no  better  way  to  discover  it  all  than  aboard  the  six 
star  radisson  diamond,  flagship  of  the  cruise  line  rated  "world's 
best"  by  the  readers  of  conde  nast  traveler .  call  your  travel  agent 
or  our  number  for  a  free  brochure  that  describes  the  best  of  the 
Baltics  in,  of  course,  luxurious  detail. 


Radisson  Seven  Seas 

1  -  □□□-424-3964 

IRFARE  FROM  THE  EAST  COAST  GATEWAY  CITIES,  $195  FROM  THE  MIDWEST;  $295  FRO M  THE  WEST.  GRATUITIES  INCLUDEO:  COMPLIMENTARY  WINE  WITH  OINNER.  SELECT  SAILINGS.  RESTRICTIONS  APPLY, 
FER  CANNOT  BE  COMBINED  WITH  ANY  OTHER  PROMOTIONAL  OFFERS.  INCLUDING  GROUP  OFFERS,  BUSINESS  CLASS  AlR  IS  SUBJECT  TO  AVAILABILITY  AND  15  GUARANTEED  ON  THE  TRANSATLANTIC  PORTION  ONLY. 


of  this  flooded  stone  sepulcher,  feeling 
pleasantly  small  under  the  vast  over- 
hanging walls.  My  eyes  scan  the  line, 
computer,  watch,  gauge.  And  then  we 
enter  a  fairly  small  passageway.  Noth- 
ing like  the  kind  that  cave  divers  will 
sometimes  wiggle  through — more 
like  the  walkway  on  a  ship.  But  it 
feels  close,  though  I  can't  say  why  this 
limited  feeling  of  confinement  should 
bother  me,  given  the  circumstances.  I 
am  150  feet  down  and  more  than  300 


feet  into  this  cave.  Why  should  it  mat- 
ter that  my  shoulders  are  now  two  feet, 
.instead  of  15  feet,  from  the  walls? 

Shouldn't.  But  it  does.  And  I  feel 
my  breathing  get  a  little  more  urgent 
and  my  pulse  rate  rises  a  notch. 

Line.  Computer.  Watch.  Gauges. 

Just  about  to  the  end  of  this  leg.  In 
two  minutes  or  less,  we  will  turn 
around.  I  look  ahead  at  Moose,  who 
has  stopped.  I  can  see  that  the  pas- 
sageway is  blocked.  This  is  the  "first 


^/OR  US,  DETAILS  ARE 
NEVER  OFF  SCHEDULE 


A 


three  in  the  morning  whim.  A  flight  that  arrives  while 
the  city  sleeps.  A  meeting  that  seemed  to  have  no  end. 

We  anticipate  any  situation. 
That  is  why  there  is  no  schedule  for  our  Room  Service. 

A  simple  phone  call  is  enough. 
Whatever  you  want,  just  when  you  want  it,  day  or  night. 
Four  Seasons  Room  Service,  24  hours  a  day;  we  make  the 
extraordinary ,  ordinary . 


Small  details  are  what  make  a  great  hotel. 


Four  Seasons  Hotel 

A  Foil,  Seasons  ■  Recent  Hotel 

Pasco  de  la  Reforma  500,  06600,  Mexico.  D.F. 
serrations  or  more  information  contact  your  travel  counsellor  or  call  in  Mexico  City:  230-1818.  Fix:  230-1808. 
From  the  United  States  and  Canada  ( 1-800)  332-3442. 


restriction,"  the  end  of  the  road  fori 
To  go  further,  you  would  need  adc 
tional  bottles  and  you  would  have 
contort  yourself  to  squeeze  throui 
the  passage.  Moose  signals  that  it 
time  to  start  back  out. 

When  I  turn,  I  can  see  that  tl 
water  behind  has  been  silted  up  by  o 
movements.  Not  badly.  Not  the  w 
it  can  get  when  a  panicked  diver  sti 
up  the  bottom  with  his  fins,  which] 
know  from  my  reading,  can  obscu 
the  passage  so  badly  that  you  simp 
cannot  see  anything.  So  that  the  bed 
of  your  light  simply  bounces  back  in| 
your  face  and  you  are  reduced  to  usii 
the  line  and  feeling  your  way  o 
through  the  clouds. 

Not  so  bad  that  I  cannot  still  si 
the  line.  But  bad  enough  that  I  wa 
to  stay  close  enough  to  the  line  thai 
can  easily  reach  out  and  touch  it. 

And  that  is  where  I  am,  about 
reenter  the  narrow  passageway,  clq 
enough  to  the  line  that  I  can  east 
grab  it,  when  Moose  signals  to  me 
leave  the  line  and  follow  him.  Up  ai 
out  of  sight  of  the  line. 

What  I  experience  then  is  a  loi 
moment  of  indecision  and  somethiij 
else  bordering  on  dread.  Also,  the  fiij 
taste  of  panic.  I  don't  want  to  lea 
the  line.  But  I  don't  want  to  be  It] 
alone,  either.  And  I  don't  have  aj 
way  to  explain  myself.  Hand  sign 
are  insufficient.  I  have  to  leave  the  hi 
or  leave  my  partner.  And  if  I  refuse 
follow  Moose,  what  will  happen  the 
The  dive  has  gone  so  smoothly  so  fi 
I  don't  want  to  break  the  spell.  In 
small,  but  insistent,  part  of  my  mine 
remember  all  those  stories  about  ca] 
diving  disasters.  The  one  about  tl 
man  they  found  a  few  feet  from  tl 
entrance,  his  fingers  reduced  to  shre 
from  clawing  at  the  rock  as  he  suckt 
the  last  of  his  air  through  the  regul 
tor.  I  would  do  that.  Even  if  I  kne 
that  500  feet  of  limestone  separatt 
me  from  the  air. 

I  remember,  also,  the  story  of  t 
two  divers  who'd  been  buddies  fl 
years  and  went  into  a  cave  and  g: 
lost.  When  the  bodies  were  founi 
both  of  them  were  holding  knivc 
And  the  story  of  the  solitary  divt 
who  got  lost  in  a  cave  and  when 


k|w  it  was  hopeless,  wrote  "Bye 
Mm"  with  his  knife  in  the  brown 
|*ie  on  the  wall  of  the  chamber 
w-pre  they  found  his  body. 

[  can  feel  my  heart  hammer- 
tr|  in  my  ears,  louder  than  the 
mnd  of  the  exhaust  from  my 
regulator. 

r . |  leave  the  line,  reluctantly 
a  1  apprehensively.  I  have  to 
f(i:e  myself  not  to  swim  in  too 
Ke  to  Moose.  I  don't  want  to 
ciwd  him.  He  could  kick  my 
lulator  out  of  my  mouth  or  my 
m  sk  off  my  face.  That  would  be 
e  |rmgh  to  push  me  all  the  way 
o|  r  into  genuine  panic. 

We  rise  and  seem  to  soar  over  a 
hi^e,  egg-shaped  rock.  There  is  no 
lib  in  sight.  It  feels,  absurdly,  like  we 
tye  left  it  a  mile  or  two  behind  us, 
a  1 1  tell  myself  that  no  matter  what, 
ffim  now  on,  I  have  to  stay  with 
[lose.  If  I  turn  back  to  try  and  find 
t*  line,  then  I  will  be  truly  lost. 

:We  cross  the  smooth  dome  of  the 
ctk  and  drift  back  down,  and  as  we 
ski  notice,  off  to  my  right,  unmis- 


takable by  its  symmetry... the  line. 
We  have  made  a  detour,  and  I  re- 
member now  that  Moose  had  said 
we  would.  Relief  seeps  through  my 

I  have  to  force  myself  not  to  swim 

too  close  to  Moose.  He  could 
kick  my  regulator  out  of  my  mouth 

or  my  mask  off  my face. 
That  would  be  enough  to  push  me 
over  into  genuine  panic. 

system  and  I  check  the  computer, 
watch  and  gauges.  I  used  about  500 
pounds  of  air  in  two  minutes. 

But  I  still  have  plenty.  I  check  to 
make  sure  I  can  see  the  line.  No  prob- 
lem. Another  four  minutes  or  so  and 
I  am  actually  a  little  sorry  that  it  went 
so  fast.  But  not  so  sorry  that  I  don't 
feel  a  surge  of  relief  when  we  come 
out  from  under  a  shelf  of  rock  and  I 
look  up  to  see  the  shape  of  an  over- 


hanging mangrove  branch.  It  looks 
wonderfully  intricate  and  alive.  I  turn 
off  my  light,  check  my  air  one  more 
time  and  hang  off  in  the  turbid  water 
for  a  little  three-minute  safety 
decompression.  I  mean... why 
take  chances?  Be  a  hell  of  a  note 
to  get  bent  now. 

Finally,  I  swim  to  the  sur- 
face, take  off  my  mask  and  pull 
my  regulator  from  my  mouth. 

"What  did  you  think  of  that?" 
Moose  says. 

"It  was  just... great,"  says  I, 
full  of  sincere  enthusiasm  and 
lots  of  adrenaline. 

But  while  I  babble  on  about 
the  remarkable  things  I  saw  down  in 
that  cave,  my  eyes  are  scanning  the 
shore  and  I  am  thinking  to  myself 
what  a  truly  lovely  spot  this  is.  The 
trees  seem  improbably  green  and  the 
air  tastes  sweet  and  even  the  faint 
smell  of  sulfur,  from  the  water  react- 
ing with  the  limestone,  seems  sweet 
as  lilacs. 

"Hard  to  believe,"  I  add,  making 
my  way  to  shore,  "that  I  did  it."  • 


First  Encounters 
by  Davidoff 


Chopin  liked  his  women  young, 
beautiful  and  demure.  Sand 
was  older,  rebellious  and  given 
to  wearing  men's  clothing 
Upon  meeting.  Sand  ignored 
Chopin's  performance,  choosing 
to  spend  the  evening  smoking 
cigars  and  philosophizing 
madly  among  his  guests.  Chopin 

detested  Sand.  Sand  pitied 
Chopin.  A  love  affair  was  begun. 


For  those  who  are  obsessed 
with  quality 


<pin  and  a  line  cigar 
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TlppZ^slass 


London's  Heathrow  airpo 
complimentary  Shiatsu  massa 
manicures,  hairdress 


No  Airline  Does  More  To  Keep  You  From  Experiencing  Cabin  Pressu 


- 


As  fellow  business  travelers  to  London  will  confirm,  Upper  Class®  by  Virgin  Atl 


offers  a  dramatically  different  way  of  traveling  -  and  thinking.  On  the  groun 


we  provide  extras  such  as  free,  private  chauffeured-sedan  service  to  and  from  i 


airport.  In  the  air,  our  unexpectedly  relaxing  atmosphere  includes  spacious  lou 


and  bar  areas,- your  own  personal  entertainment  center  and  huge  reclining  sle 


seats  complete  with  sleepwear  and  up  to  15  inches  more  legroom  than  othi- 


business  classes.  And. remarkably,  Upper  Class  costs  no  more  than  a  business  ( 


ticket.  So  why  not  experience  Virgin  Atlantic's  Upper  Class  and  let  us  take  tl 


pressure  out  of  your  business  travel.  For  reservations  and  information  call 


travel  agent  or  Virgin  Atlantic  Airways  at  800-862-8621. 


virgin  atlantic 


if 


Virgin  Atlantic  Airways  offers  all  non-smoking  flights  to  London's  Heathrow  from  JFK.  Newark,  Los  Angeles  • 
San  Francisco.  To  Gatwick  from  Boston,  Miami.  Orlando  and  Milwaukee  (via  Boston  on  Midwest  Express).  An 
beginning  Spring  1996.  to  Heathrow  from  Washinglon  (Dulles)  and  to  Manchester  from  Orlando. 


unritsar,  India:  Most  tourists  in  India  ("a  hell  full  of  good 
migs,"  as  one  14th-century  traveler  remarked)  make  one  of  their 
lit  stops  the  Taj  Mahal  in  Agra — the  Niagara  Falls  of  architec- 
ts. But  travelers  a  little  braver  make  their  way  up  to  the  Punjab  (a 
tte),  through  the  doldrums  of  civil  war,  to  the  city  of  Amritsar 
m  the  Golden  Temple  of  the  Sikhs — they're  the  fellows  with 


>drds,  turbans  and  swords. 
Bplit  by  the  '47  partition  of  India 
m  Pakistan,  physically  the  Punjab 
rambles  the  American  Midwest, 
jjiially  it  is  a  land  of  blood  feuds; 
^.culturally,  of  huge  riches  that  ev- 
nbne  wants  to  control.  Though  the 
jjmlation  is  about  half  Hindu,  half 
|jh,  most  Sikhs  live  in  the  Punjab 
m  are  united  by  the  Punjabi  tongue, 
abng  military  traditions  go  back  to 
jfi-British  times  and  have  made 
ifen  proud,  gregarious  and  indepen- 
llt;  they  also  share  a  common  sur- 
line,  Singh,  meaning  lion  (though 
if  all  Singhs  are  Sikhs),  and  men  are 
■<jmred  never  to  cut  their  hair. 
|\.mritsar,  the  Sikhs'  holiest  city,  is 
jjicrvous,  hot,  ugly  disorder  of  nar- 
51/  streets,  concrete  pillboxes  and 
ilrmous  ads  for  bodybuilding  and 
1 1  advice — the  twin 

F 


man  looking  for  firearms;  past  the  at- 
tendant who  accepts  your  shoes  and 
lends  you  a  head  scarf;  down  marble 
steps  through  a  many-domed  en- 
trance— there,  suddenly,  you  are  con- 
fronted with  a  shining  vision.  Before 
you  is  a  small  golden  temple  like  an 
ornate  jewel  box,  burning  at  sunset 
in  a  vast  pool  of  brimming  water 
surrounded  by  expansive  white  colon- 
nades of  tall  arches  and  tulip  gate- 
ways. People  reverently  wash  their 
faces  and  hands  in  the  water,  partak- 
ing of  the  holy  nectar — no  Hindu 
gargling  and  lathering  here.  Birds 
sweep  across  the  spacious  reflecting 
pool;  bearded  men,  the  old  wearing 
daggers,  some  accompanied  by  wives 
and  children,  walk  along  a  white 
pier  to  the  temple  (late  18th-century, 
marble  and  gilded  copper)  which 


ljab  obsessions  of 
ver  and  escape, 
d  even  with  em- 
ms  of  British  rule 
I  le  Ritz  Hotel,  45 

Mall; phone  91-183-6602J)  Amritsar 
ij  ms  an  odd  place  for  one  of 
world's  man-made  won- 
s,  a  religious  site  awesome 
ts  beauty, 
ast  the  turbanncd  police- 


The  FYI S  impost 


Phone  call for 
Mr.  Singh!  The 
Golden  Temple 
in  India  's  Punjab. 


becomes  more  golden  as  the  heat  of 
the  day  wanes. 

Inside  its  narrow  gal- 
leries, a  priest  is  constantly 
droning  a  sacred  book, 
and  three  musicians  broad- 
cast hypnotic  music.  The 
temple's  size  makes  it 
accessible,  an  intimate 
shrine  for  a  very  extrovert 
religion.  At  twilight,  clocks 
on  the  oddly  Victorian 
steeples  gong,  and  every- 
one around  the  pool  puts 
their  heads  to  the  marble 
as  an  amplified  priest 
prays.  Then  the  lanterns 
come  on  and  people  hurry 
home.  On  your  way  out 
an  eager  young  man  asks 
whether  you  think  the 


Praying  in  the 
Punj  ab . . .  Antelope 
al  dente  in 
Wyoming. .  .Midsummer 
night's  stay 
in  Florence... 


FYI 
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jj  .A.  will  soon  recognize 
tllistan.  You  wish  him 
nliy  sons  and  just  make 
tiack  to  your  waiting 
hre-wheeler  rickshaw 
x[>re  the  inevitable  ev- 
dig  power  cut.  And 
nlarkness  only  the 
j  den  Temple  stays 
11  ninated,  with  its 
Hp  generator — for 
In  when  power 
I  odically  fails  in 
h  rest  of  India,  the 
51  it  religions  always 
i£j s  independent  sources. 
— James  Kingston 


DeSe 


» me  where  Dry  And 
,  sty:  Next  time  your  ra- 
ti or  boils  over  between 
r  iachapi  and  Badwater,  you  won't 
rait  to  be  without  a  copy  of  The 
5  rra  Club  Desert  Reader.  The  first 
r|  series  of  "literary  celebrations  of 
it  Earth's  biomes"  (also  available, 
lv  Wetlands  Reader),  this  literary 
:<npanion  is  chock-full  of  medita- 
ins  by  those  keen  enough  to  have 
j  pbed  pen  and  paper  before  head- 
r  into  the  heat.  There's  plenty 
icood  reading  here:  Teddy 
jfcsevelt  on  the  Taklamakan  i 
)  Western  China;  Mark  Twain  1 
>  the  alkali  region  near  the  1 
[hat  Salt  Lake;  Edith  Wharton 
)  the  Bahia  of  Morocco;  W.H 
:  dson  on  the  Patagonian  plains; 
^iderick  Selous  on  Christmas 
i-ihe  Kalahari;  T.E.  Lawrence 
)  rhe  Arabian  interior;  Robert 
s»tt  on  dying  in  Antarctica; 
tii  more. 

'The  desert  is  the  Garden 
:iAllah,"  goes  one  of  the  book's 
!^erian  sayings,  "from  which  the 
..jrd  of  the  faithful  removed  all  su- 
:  fluous  human  and  animal  life,  so 
it  there  might  be  one  place  where 
ft  can  walk  in  peace."  Sierra  Club 
\vkert  Reader,  joy  pages;  $16;  800- 
1J-/056. 

— Neal  Santelmann 

ibois,  Wyoming:  Finding  a 
^ent  trattoria  along  the  dusty  streets 
:his  crusty  little  town  seems  about 


Twain,  Wharton, 
Scott. . .  this 
Reader  is  anything 
but  dry  prose. 


as  likely  as  a 
rib  joint  on  the 
Via  Veneto.  Yet 
there  it  is — the 
Old  Yellowstone 
Garage.  A  convert- 
ed Texaco  station, 
no  less,  hard  by  the 
Mercantile  shop  and 
just  across  from  the 
Cowboy  Cafe.  So  what 
if  the  townsfolk  don't 
know  olive  oil  from 
crude.  The  food  is  dyn- 
amite, and  the  place 
just  fits. 

Co-owners  David  and 
Cinzia  Gilbert  found 
Dubois  the  hard  way. 
Homesick  after  years  in 
the  wine  trade  in  Italy, 
they  drove  4,000  miles  down  windy 
back  roads  in  search  of  just  the  right 
spot  for  their  ristoranti.  "We  fell  in 
love  with  Dubois,"  recalls  David.  "If 
you  scratch  the  surface  a  bit,  it's  a  very 
hip  little  town." 

With  a  cozy  inside  of  warm  yellow 
stucco,  green  cloth  and  log-brown 
MMtata.  trim,  the  Garage  looks  like 
something  out  of  Yellow- 
1  stone  Park  in  the  '30s. 
I  Chef  Mark  Milner's 
I  daily  menus  feature 
'  traditional  Italian  with 
a  Western  twist:  elk 
osso  buco;  antelope 
ravioli;  local  lamb  and 
roasted-red-pepper  stew 
over  buckwheat  polenta; 
marinated  grilled  quails 
with  lemon  zest  and  garlic; 
grilled  filet  mignon  with  a 
slow-roasted  onion  sauce. 
Lunch  is  soup  and  focaccia  sand- 
wiches. Sunday  is  wood-oven  pizza 
night.  Top  it  all  off  with  an  ample  list 
of  Italian  wines,  including  Dolcetto 
di  Ovada,  from  the  Gilberts'  Italian 
hometown. 

When  you've  had  enough  of 
Jackson  Hole's  faux  frontier — and  be- 
lieve me,  it'll  happen  sooner  than  you 
think — Dubois  makes  a  great  over- 
night trip.  Route  287  cuts  through 
some  beautiful  mountains  and  across 
the  Continental  Divide.  The  Red 


Spaghetti 
western  at  the 
Old Yellow- 
stone Garage. 
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OLIVER  PEOPLES  LOS  ANGELES 


Rock  badlands  surrounding  town  are 
reminiscent  of  a  John  Ford  western. 
The  world's  largest  Bighorn  sheep 
herd  makes  its  winter  home  along  the 
hillsides.  The  Wind  River  rolls  out  of 
the  wilderness  fairly  dripping  with 
trout.  And  the  region  is  home 
to  more  than  a  few  fine  guest 
ranches,  including  my  own  per- 
sonal favorite,  the  Bitterroot — a 
real  rider's  ranch. 


plete  with  Jacuzzi.  Each  room,  in  fact, 
is  unique,  with  fine  old  furniture,  but 
modern  amenities. 

When  I  first  encountered  the  pool, 
on  an  upper  garden  tier,  with  the 
Arno  lazing  along  in  the  distance,  I 
felt  the  sudden  thrill 
of  knowing  I  was  on- 
to a  special  place.  The 
crowd  was  polyglot, 
and  though  there  are 
no  prouder  Amer- 
icans than  the  Laid- 
laws,  I  was  delighted 
to  see  so  few  fellow 
countrymen  on  the 
terrace.  And,  surpris- 
ingly in  this  mobile 
phone-crazed  coun- 
try, few  cellulars.  Just 
one  note  of  caution: 


There  's  much  ado 
about  the  Villa 
San  Michele  just 
outside  Florence. 


A  recent  day  in  Dubois  was  worth 
the  trip,  and  the  meal  at  Old  Yellow- 
stone just  right  for  the  road  back.  Old 

Yellowstone  Garage,  East  Ramshorn 
Street;  307-455-3666.  For  info  on  the 
area,  contact  the  Dubois  Chamber  of 
Commerce,  P.O.  Box  632,  Dubois  IVY 

&5<J.' 3°7-455-2556- 

— Stephanie  Turrett 

Near  Florence:  Every  year,  when 
the  hot  weather  begins,  Florence  fills 
up  with  visitors  and  the  city  goes  to 
hell.  There  is  escape,  however:  the 
Villa  San  Michele,  nestled  in  the  hills 
of  Fiesole,  a  quick  cab  ride  from  town. 
A  15th-century  monaster)',  the  new 
proprietor's  sagacious  application  of 
modern  Italian  design  elements  has 
transformed  it  into  a  veritable  par- 
adiso.  Cool  breezes,  gorgeous  gardens 
and  serene  views  of  the  valley  below 
will  soothe  your  soul  and  soles.  Com- 
bine with  superb  contemporary  and 
classic  Tuscan  food,  and  a  staff  that 
truly  enjoys  helping,  and  you'll  wish 
you'd  booked  more  time. 

The  Signora  and  I  slipped  right 
into  a  large  two-room  suite  that  gave 
new  meaning  to  "lap  of  luxury,"  in- 
cluding a  black  marble  bathroom  re- 


your 


yes,  you  are  on  vaca- 
tion, but  no  sports 
clothes  while  dining. 

After  dinner,  take 
a  turn  in  the  gardens. 
Let  your  mind  wander  back  to  an- 
other time  as  you  watch  the  swallows 
play  among  the  tall  pines  and  the  sun 
disappear  beyond  the  burnt  hills. 
Your  mate  plays  Beatrice  to 
Dante,  Laura  to  your  Petrarch, 
and  the  night  will  be  long  re- 
membered. Villa  San  Michele, 
Fiesole  ( Firenze); 39-55-59451,  fax 
39-55-598^34;  rooms  from  $625. 

— Bob  Laidlaw 

Barbados:  "Linksy  golf  is 
one  Britisher's  friendly  de- 
scription of  Robert  Trent  Jones 
Jr.'s  latest  27-hole  concoction, 
the  Royal  Westmoreland  Golf 
Course,  on  the  West  Indian  is- 
land of  Barbados.  Only  with 
one  fairly  major  difference:  this 
one's  not  set  in  some  craggy, 
windblown  venue  along  the 
North  Sea.  Instead  of  teeing 
off  into  horizontal  rain  squalls, 
you  get  to  sniff  the  tropical 
vegetation  year  round,  and  ad- 
mire endless  blue,  rolling  views 
down  to  the  Caribbean. 

This  spacious,  challenging 
course  was  cut  from  an  old 
sugar  plantation,  on  bluffs  over- 


looking the  island's  swanky  west  a 
Golf- mad  Prince  Andrew  inaugur 
the  front  nine  holes  last  year,  and 
final  nine  should  be  ready  for 
sometime  next  year.  On  the  signa 
sixth  hole  (a  sharp  dogleg  left,  pa: 
long  drivers  can  carom  balls,  snoo| 
style,  off  the  walls  of  an  old  limesC 
quarry  and  onto  the  green.  Other 
prises:  live  monkeys  cavorting  aro 
the  7th  green;  a  steady,  links-! 
trade  wind  (northeasterly,  20  mph 
up),  which  can  knock  your  ball  dd 
or  launch  it  into  the  stratospherj 
downhill,  downwind,  600-yard,  pj 
13th  hole  that  plays  more  like  a  par  4 
Brit  greats  like  Ian  Woosnam  h 
played  the  course  and  pronounce 
fit,  possibly  because  the  tee  boxes 
painted  a  pukka  royal  blue,  and  sr 
ing,  cart-driving  ladies  bring  1 
glasses  of  ice  as  you  play.  After  y 
round,  repair  to  the  breezy,  neo-cc 
nial  clubhouse  for  cyclonic  rum  drii 
tasty  flying  fish  sandwiches  or  the  ] 
est  continental  cuisine.  Although 
Royal  Westmoreland  is  a  private  clj 
numerous  Barbados  hotels  have  gi) 
privileges.  Or  you  can  purchase  on« 
the  lavish  club  villas  now  sprouting 
around  the  fairways  and  settle  in 
good.  Royal  Westmo, 
The  Royal  West-      land,  St.  James,  Barbae 
moreland:  Cor,  is     W.I.;  809-422-4653; 
that  a  bally  mon-     809-422-3021.  • 
key  upon  seven?  — Adam  Pu 
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Allen 


No  matter  where  you  belong,  you  belong  in  Allen-Edmonds.  Styles  from 


!3dmonds 

For  All  Walks  of  Life" 


classic  to  casual.  Sizes  5  to  18,  widths  AAAA  to  EEE.  And  we 
even  recraft  them.  Our  shoes  are  an  exclusive  member  in  any 
man's  closet.  For  a  catalog  or  nearest  dealer,  call  1-800-235-2348. 

http://www.allenedmonds.com    Made    in    the    USA  (MFF) 


Some  holes,  it  seems  you  need  a  map  and  compass  to  chart 
your  course  to  the  pin.  We'd  like  to  suggest  something 
more  accurate.  Introducing  the  new  Burner'  Bubble  Irons. 
With  the  easy-swinging  power  of  the  lightweight  Bubble 
shaft  And  a  new  oversized  head  design  with  a  deep  cavity  back 


the  only  irons 
with  the  patented 
Bubble  Shaft. 


and  a  very  low  center  of  gravity  for  incredible  backspin.The 
entire  set  offers  a  unique  combination  of  power  and  precision 
that  can  make  it  easier  _^  i 
for  any  golfer  «„  wT^lOrMaCie 
get  home  safely.     Find  Your  Game: 


1-800-4-BURNER,  EXT  363.  Internet:  http://www.taylormadegolf.com 


'II  Corrp.jny.  Bubble  and  Find  Your  Game  are  trademarks,  Burner  and  Taylor  Made  are  registered  trademarks  of  the  Taylor  Made  Golf  Company.  The  appearance  of  me  Bubble  shaft  is  a  trademarked  design  of  the  Taylor  Made  Gof  Ql 


[iyant  Gumbel  does  it.  Hootie  and  his  Blowfish  do  it  a  lot. 

my  Grant  does  it  with  Richie  Sambora.  Ex-President  Jerry  Ford 

is  decided  he's  too  old  to  do  it  again.  Peter  Jacobsen  does  it  on  a 

hilar  basis,  and  then  does  it  by  himself  later. 

t\.nd  when  they're  not  doing  it,  they  like  to  talk  about  it — "it" 

Ing,  of  course,  playing  golf  in  pro-ams.  Of  course. 

Cf  you  look  around,  you'll  discover    ams,  but  a  dedicated  groupie  with  a 


lit  barely  a  week  goes  by  when 
Itneone  is  not  fund-raising  for  some 
I pd  charitable  cause  by  virtue  of 
tsging  a  golf  tournament  and  invit- 
m  you  to  write  a  fat  check  for  the 
hvilege  of  playing  18  holes  with  ei- 
jjtr  a  member  of  one  of  the  golfing 
|jirs  or  an  aging  rock  'n'  roll  star. 
liBryant  Gumbel  hosts  a  tourna- 
nt  in  Orlando,  well  attended  by 
prts  celebrities,  to  raise  cash  for  the 
Inited  Negro  College  Fund.  Jimmy 
fffett  used  to  stage  a  laid-back  tour- 
rnent  in  Aspen,  but  lately  he's  been 
m  busy  marketing  his  Margaritaville 
t  Ind  and  writing  novels  and  record- 
It  beach  music.  "Home  Improve- 
ffnt's"  Al  the  handyman — actor 
(flbhard  Karn — has  a  tournament. 
Ilpsident  Jerry  Ford  has  invited  sports 
P  show  business  stars  up  to  Vail  for 
I  annual  Invitational  for  the  last 
b:  years,  but  has  decided  that  this 
ingust's  20th  anniversary  affair  will 
ethe  last.  The  Prez  has  bonked  his 
it  spectator  for  charity. 
(No  one  has  yet  published  a  de- 
if  itive  directory  of  celebrity  pro- 


bottomless  pocketbook  could  prob- 
ably spend  most  of  the  spring,  sum- 
mer and  fall  playing  golf  every  week 
with  everyone  from  Susan  Anton  to 
Walt  Zembriski.  And  much  of  the 
cost  could  be  considered  a  tax-de- 
ductible charitable  contribution.  Ask 
your  accountant. 

The  most  dedicated  golf  groupie, 
of  course,  would  want  to  limit  his 
schedule  to  the  PGA  Tour,  which 
stages  at  least  one,  and  usually  two, 
pro-ams  at  every  tour  stop.  Usually 
held  on  Wednesday  of  tournament 
week,  these  pro-ams  present  a  chance 
for  executives  of  the  local  businesses 
which  are  ponying  up  substantial  sums 
to  help  sponsor  the  tournament  to 
play  18  holes  with  some  of  the  profes- 


The  Golf Bag 

sionals  competing  in  the  event.  The  ^^"^ 
execs  are  generally  thrilled  to  death  to 


jlfer  Daly,  left,  with  rocker  Rucker:  a  real  Hootie. 


have  this  kind  of  once-in-a-lifetime 
opportunity.  The  touring 
professionals  are  usual- 
ly less-than-thrilled,  but 
most  make  the  best  of  it, 
and  understand  that  the 
pro-ams  are  (a)  an  impor- 
tant source  of  tournament 
revenue,  sometimes  gen- 
erating a  half-million 
dollars  or  more  in  gross 
revenues,  and  (b)  a  chance 
to  meet  corporate  movers 
and  shakers  who,  if  im- 
pressed, might  someday 
proffer  lucrative  endorse- 
ment contracts  or  help  ac- 
quire a  private  jet  at  cost. 

Even  if  he  had  the  cash 
ready,  our  dedicated  golf 


Celebrity  pro-ams: 
where  champs  play 
chumps  for  charity 


By  James  Y.  Bartlett 
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upie  might  have  trouble  getting 
most  pro-ams.  Most  of  the  spots 
he  one-day  tournaments  (usually 
amateurs,  paired  with  37  pros)  are 
rved  for  the  presenting  sponsor, 
other  major  tournament  sponsors, 
local  companies  who  lay  out 
or  dollars  for  big  hospitality  tents 


us  all  three;  a  rain  suit;  two  botdes  of 
wine;  a  brass  deck  clock;  a  leather 
cigar  case  with  two  non-Cuban  sto- 
gies; a  pair  of  fancy  $100  sunglasses; 
a  pair  of  golf  shoes;  and,  of  course, 
dozens  of  balls.  And  I  had  the  ef- 
frontery to  be  jealous  of  a  playing 
companion  who  boasted  that  he 
was  signed  up  for  the 
following  week's  PGA 
Tour  pro-am,  where 
they  gave  each  part- 
icipant a  huge,  mono- 
grammed  staff  golf  bag. 
I  was  ready  to  call  the 
IRS  on  him. 

At  the  draw  party  the 


ter  Jacobsen,  above,  at  his  office; 
lant  Gutnbel,  right,  sinking  a  few. 

jremium  course  locations.  Still, 
re  may  be  one  or  two  open  spots 
ach  pro-am,  priced  from  around 
00  to  as  much  as  $5,500.  However, 
;n  even  the  Greater  Milwaukee 
en,  which  doesn't  even  have  a 
me"  sponsor,  sells  out  its  pro-am 
y  nine  months  before  the  event  (at 
50  a  pop),  the  prudent  groupie 

itht  decide  to  spend  his  time  trying 

ladge  a  ticket  to  the  Masters. 
The  pro-am  package  typically  in- 
ies  a  pre-tournament  drawing 
ty,  a  prize  banquet  and  a  bunch  of 
y  golf  gifts.  This  last  is  vital,  and 

:<  rnament  organizers  spend  much 
he  preceding  year  trying  to  think 
unusual  and  elegant  presents 
the  entrants.  Monogrammed  golf 
ts  and  plastic  tees  will  no  longer 
it.  Not  for  two  grand  and  espe- 

:  lly  not  for  five. 

I  was  invited,  by  virtue  of  my 
flrthy  good  looks  and  unshakable 
L  iability,  to  play  in  three  pro-ams 
:  I  year:  one  before  an  LPGA  event, 
)|  a  Senior  PGA  Tour  stop  and  one 
1  f ivate  affair.  Here's  what  I  racked 
1  In  logoed  prizes:  three  duffel  bags, 
:  |>  in  leather,  one  in  vinyl;  three  golf 
<  Is,  natch,  although  one  event  gave 


night  before  the  tournament,  the 
teams  of  amateurs  are  grouped,  and  a 
drawing  is  held  to  permit  each  team 
to  choose  the  touring  pro  from  the 
pool  the  PGA  assigns  to  play  that 
week  (the  tour  has  an  elaborate  for- 
mula designed  to  ensure  each  pro-am 
has  a  good  mixture  of  "name"  play- 
ers as  well  as  young  unknowns).  If 
a  Norman  or  a  Price  or  an  Els  is  play- 
ing, they  are  quickly  snapped  up.  Next 
to  go  are  the  "good  time"  guys:  John 
Daly,  Fuzzy  Zoeller,  Peter  Jacobsen 
and  others  known  to  enjoy  socializing 
with  amateur  partners. 

There  is,  of  course,  a  flip  side  to 
this  popularity  contest:  the  losers. 


Unfortunately,  some  PGA  Tour  play- 
ers hate  pro-ams,  hate  being  told  they 
have  to  play  in  them  and  don't  give  a 
damn  about  impressing  high-money 
boys.  They  can  turn  18  holes  of  golf 
into  an  experience  akin  to  the  Chinese 
water  torture.  Some  years  ago  a  news- 
paper columnist  wrote  about  the  pro- 
am  draw  party,  describing  the  glee 
of  those  who  got  to  choose  Nicklaus 
and  Watson  and  Trevino.  He  ended 
the  piece  by  writing:  "Don't  worry, 
Leonard,  I  won't  tell  who  was  chosen 
last."  The  next  day,  a  disgruntled 
Leonard  Thompson — always  an  un- 
popular pro-am  choice — came  after 
the  writer  with  a  two-iron. 

There  is  the  famous  pro-am 
story  that  has  long  made  the 
rounds,  and  which  I  have  de- 
termined to  be  apocryphal,  in 
that  I  have  heard  it  ascribed 
to  Thompson,  J. C.  Snead  and 
George  Burns  III  at  differing 
times.  It's  the  one  about  the 
grumpy  pro  who  refuses  to  talk 
to  his  amateur  partners  for  the 
entire  round,  communicating 
mostly  in  grunts  and  shrugs. 
But,  coming  down  the  stretch, 
the  pro  notices  that  his  team  is 
contending  for  the  tourna- 
ment, which  would  put  an 
extra  $500  or  so  in  his  pocket. 
So,  on  the  final  green,  he  sud- 
denly becomes  talkative  and 
effusive,  and  helps  one  of  the 
amateurs,  who  is  looking  at  a 
par-net-birdie  putt,  read  the 
green.  "Make  this  one  and 
we'll  finish  in  the  money,"  the  pro  says 
happily.  The  amateur,  the  story  goes, 
stands  over  the  putt,  then  looks  up  at 
the  pro  and  with  an  evil  grin,  smacks 
the  ball  off  the  green  and  stalks  off. 

I  can  almost  guarantee  that  if  the 
story  is  true,  it  didn't  star  J.C.  Snead, 
because  I  was  paired  with  him  in  a 
tournament  last  year.  Now,  it  is  true 
that  Jesse  is  not  the  most  outgoing 
person  on  the  planet:  it  wasn't  until 
our  foursome  reached  the  second  tee 
that  he  finally  got  around  to  greet- 
ing each  one  of  us.  But  part  of  that  is 
his  inborn  western  Virginia  moun- 
tain reticence,  and  part  was  due  to 
the  fact  that  he  had  flown  in  on  the 
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red-eye  and  was  working  without 
benefit  of  much  sleep. 

Nevertheless,  he  helped  us  read 
putts  from  the  get-go.  On  about  the 
fourth  hole,  J.C.  told  us  some  really 
corking  dirty  jokes,  which  continued 
for  most  of  the  round.  He  signed  au- 
tographs for  children  in  the  gallery  all 
the  way  around,  as  well. 

And  on  about  the  eighth  hole,  he 
helped  me  line  up  a  long  and  partic- 
ularly touchy  double-breaking  putt. 
"You  see  that  cute  thang  yonder?"  J.C. 
asked  me,  pointing  to  a  lovely  young 
woman  in  the  gallery  whose  anatom- 
ical achievements  were  worthy  of 
note.  "Aim  it  at  her." 

"Left  one  or  right?"  was  my  reply. 
J.C.  laughed,  took  another  glimpse 
and  told  me  "about  a  ball  and  a  half 
inside  the  right  one." 


plete  hacker  in  front  of  a  touring  pro; 
and  almost  everyone  harbors  fantasies 
of  shooting  a  lifetime  best,  and  walk- 
ing off  the  18th  green  arm-in-arm 
with  Tom  Watson,  who  says,  "You're 
a  golfer,  son." 

It  actually  happened  once  to  Ben 
Crenshaw,  who  still  laughs,  shakes  his 


he  got  so  embarrassed  he  could 
speak,"  Ben  says.  "He'd  drain  anoti 
putt  and  just  look  down  at  the  groui 
Afterwards,  of  course,  he  suffered  a 
of  scrutiny,  but  it  was  all  legit.  He  j 
had  one  of  those  career  days!" 

One  of  the  more  unusual  pi 
ams,  in  which  the  amateurs  are 


VHTs  "Fairway  To  Heaven" pro-am  brings  together 
a  handful  of  PGA  Tour  stars  with  a  handful  of  wide-eyet 
rock  W  rollers,  all  of  whom  agree  that  golf  is  way  cool. 


head  and  calls  the  experience  "the 
damnedest  thing  that  ever  happened." 
It  was  at  the  GTE  Byron  Nelson 
Classic  at  Las  Colinas  in  Dallas  a  few 
years  ago.  One  of  Ben's  pro-am  part- 
ners that  day  was  a  mild-mannered  21 


Gerald  Ford  pardoning  malapropian  baseball  legend  Yogi  Berra  for  stealing  the 
limelight  at  Ford s  annual pro-am.  But  then,  that  Ford,  he  7/ pardon  anybody. 


By  this  time,  we  were  both  gig- 
gling so  hard  I  had  to  step  away  from 
the  ball.  When  I  finally  composed 
myself  enough  to  stand  over  the  ball 
again,  J.C.  called  out  "Now  don't  go 
hittin'  it  too  hard!"  When  I  stopped 
laughing,  I  actually  hit  the  putt  up  to 
kick-in  range.  J.C.  has  a  good  eye. 

Although  most  pro-ams  are  sparse- 
ly attended,  most  amateurs  ex- 
perience a  high  degree  of  performance 
anxiety.  Even  the  highest  handicap- 
per  doesn't  want  to  look  like  a  com- 


handicapper  and  self-professed  occa- 
sional golfer  who  stepped  onto  the 
first  tee  and  turned  into  Superman. 

"I  had  trouble  adding  up  this  guy's 
score,  it  was  so  low,"  Crenshaw  says. 
"I  can't  remember  his  exact  score, 
but  it  was  around  a  75,  and  I  think  he 
beat  me." 

Superman  made  a  hole  in  one, 
chipped  in  from  the  fringe  at  least 
three  times  and,  Crenshaw  recalls, 
made  every  putt  he  looked  at,  whether 
from  five  or  fifty  feet.  "After  a  while, 


celebrated  as  the  pros,  is  the  "Fa 
way  To  Heaven"  event  staged  by  t 
VHi  cable  network.  This  event,  n{ 
entering  its  third  year,  brings  i 
gether  a  handful  of  PGA  Tour  stj 
with  a  handful  of  wide-eyed  rockl 
rollers,  all  of  whom  agree  that  gj 
is  way  cool. 

Held  in  Las  Vegas  the  Mon 
after  the  Las  Vegas  Invitational, 
Fairway  To  Heaven  event  last  year 
tracted  PGA  tourers  such  as  P| 
Mickelson,  John  Daly,  Tom  Lehm; 
Peter  Jacobsen,  Gary  McCord  aj 
others  who  joined  rockers  such! 
Alice  Cooper,  Darius  Rucker  and  \ 
rest  of  Hootie  And  The  Blowfi 
Vince  Gill,  Todd  Nichols  from  To) 
The  Wet  Sprocket,  Richie  Sambora 
Bon  Jovi  and  Michael  Anthony 
Van  Halen,  plus  assorted  others  frt 
sports  and  Hollywood. 

Because  of  a  pre-game  party 
night  before  at  the  Hard  Rock  He 
6c  Casino,  the  DQrule  was  waived 
those  who  were  tardy  for  their  8  a; 
tee  times.  Eventually  the  glitteij 
completed  their  appointed  roun 
with  all  the  fun  and  frivolity  captui 
for  the  television  cameras.  The  ev( 
raised,  by  the  way,  some  $50,000  fc 
handful  of  Vegas-area  charities. 

There  may  be  those  who  beli 
that  if  Alice  Cooper  is  now  into  g 
(and  he  often  plays  as  much  as  t 
holes  a  day)  the  apocalypse  is  upon 
But  in  the  wonderful  world  of  cek 
rity  pro-ams,  he's  just  another  bar 
able  commodity.  • 


James  Y, 
columnist. 
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FIRST  THERE  WAS  WOOD.  THEN  THERE  WAS  STEEL. 

NOW  THERE'S 

TITANIUM 


I     I     I    II    II     I    V  III 


Evolution  is  a  wonderful  thing.  If  it  weren't  for  evolution  we  wouldn't  be  walking  upright.  And  there  wouldn't 
be  the  new  King  Cobro  Ti.  A  complete  family  of  oversize  woods.  Because  titanium  is  stronger  and  40%  lighter  than 
steel,  it  allowed  us  to  change  the  clubhead  entirely.  Without  turning  this  into  a  lesson  in  physics,  let's  just  say  that 
we've  incorporated  some  incredible  designs  that'll  keep  your  ball  in  the  air  longer.  But  not  at  the  expense  of  accuracy. 
Ti  woods  have  larger  heads  and  bigger  sweet  spots.  Not  to  mention  the  kind  of  sound  and  feel  you  fantasize 
about.  They're  simply  the  best  titanium  clubs  out  there.  Because,  as  Darwin  would  say,  only  the  strong  survive. 


>  Cobra  Goll  Incorporated.  When  you're  not  playing  golf,  you  can  reach  us  at  1-800  THE  KING,  or  www.cobragoll.com. 


pon  along  the  Gulf  Coast 


HH^  A  RELY  DAWN ,  AND  IN  THE  THIN,  EARLY  LIGHT 

^^^F  before  the  sun  actually  comes  up,  the  surface  of  the 
water  is  as  flawless  as  a  mirror,  reflecting  perfectly 
the  palm  trees  and  the  saw  grass  around  the 
launching  ramp.  Each  small,  puffy  cloud  is  duplicated  exactly, 
and  every  pelican  that  flies  across  the  bay  has  a  double  swim- 
ming beneath  him. 

It  is  a  little  disorienting. 

But  in  many  ways,  this  is  the  best  part  of  any  fishing  day:  the 
early,  hopeful  part  when  you  can't  imagine  anything  but  grace- 
ful, accurate  casts  and  large  feeding  fish  and  your  sense  of  an- 
ticipation is  almost  too  much.  This  is  especially  true  of  tarpon 
fishing,  where  so  many  things  can  go  wrong  that  it  sometimes 
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seems  it  only  works  in  your  imagination.  Later,  when  your 
head  aches  from  the  sun  and  your  casts  pile  up  in  the  wind 
and  the  fish  ignore  the  most  skillful  presentation  of  your 
fly. .  .then  you  won't  feel  so  serene,  so  right  with  the  world. 

The  thing  to  do  now  is. .  .enjoy  it.  So  you  watch  the  fat, 
orange  sun  come  up  over  the  shoreline  which  is,  by  now,  a 
mile  off  the  starboard  side.  The  sun  looks  like-an  ancient 
gold  piece,  still  wet  from  the  sea.  Palm  trees  rise  above  the 
low,  sullen  marsh  islands.  Low  and  flat  and  unmistakably 
the  coast  of  Florida,  it  must  be  one  of  the  few  long  stretches 
of  coastline  anywhere  in  the  state  that  is  not  broken  by  the 
hard,  angular  profile  of  high-rise  condominiums. 

This  is  the  old  Florida,  what  is  left  of  it.  Homosassa 
Springs,  on  the  opposite  coast  from  Miami  and  north  of 
Tampa  and  St.  Petersburg.  So  far  in  spirit  from  Orlando 
and  Disney  World  that  you'd  have  to  calculate  the  distance 
in  light-years.  Last  evening,  my  fishing  partner  and  I  ate 
at  The  Izaak  Walton  Lodge,  a  sagging  old  two-story  place 
with  vast  screen  porches.  Built  trom  local  timber  in  the 
days  before  air-conditioning,  the  Izaak  Walton  rests  lan- 


guidly on  the  banks  of  the  Withlacoochee  River,  a  si 
moving,  tannin-stained  stream  where  the  gars  roll,  t 
mullet  jump,  the  gators  sun  themselves  and,  occasional 
a  manatee  will  swim  by,  so  ungainly  that  you  have  to  woni 
how  the  Spaniards  ever  imagined  them  to  be  mermaiq 
We  ate  fresh  grouper  and  heart  of  palm  salad.  Watcn 
the  river.  Talked  about  tarpon  fishing. 

"Somebody  caught  one  that  was  just  under  one  fiu 
dred  and  seventy,"  said  Jimbo  Meador,  my  friend  a 
guide  out  of  Mobile,  Alabama.  "Day  before  yesterd 
Wind  was  blowing  something  terrible." 

"One  seventy,"  I  said.  "Close,  but  no  cigar." 
In  May,  the  tarpon  come  into  the  bay  at  Homosasj 
The  serious — not  to  say  obsessed — anglers  come,  ti 
They  are  here  because  when  someone  catches  a  200-pou 
tarpon  on  a  fly,  it  will  probably  be  here.  Tom  Evans,  vh 
comes  down  from  Grafton,  Vermont,  every  May,  tool 
186-pound  fish  here  15  years  ago.  Billy  Pate,  who  is  pre 
ably  the  most  competitive  and  dedicated  angler  alive,  tq 
one  that  weighed  188.  Both  of  them  have  been  here  for  da 
The  quest  for  the  200-pounder  is  just  slightly  less 
rious  than  the  search  for  the  Grail. 

We  talked  about  that  at  dinner  while  we  watched  i 
river  darken  slowly,  until  you  could  only  guess  it  was  th 
by  the  smell  of  the  water  and  the  occasional  splash  a 
small  fish.  The  stillness  and  the  quiet,  the  fragrance  of 

river  and  the  pine  tn 
transported  you  bac 
a  different  Florida- 
fore  condominiums  a| 


ometimes  tarpon  s 
Occasionally,  a  school! 


The  Izaak  Walton 
Lodge  in 
Homosassa  Springs, 

Florida  (above). 
Good  catching,  lousy 
eating  (left). 


interstates,  when  I 
fishing  was  just  abo 
the  only  reason  for  co 
ing  here. 

"We'll  have  a  go 
morning  for  it,"  Jimj 
said.  "Maybe  we'll 

the  200-pounder." 

Just  then,  it  actually  seemed  possible.  It  v 
that  kind  of  evening. 

And  now,  on  the  first  morning  in  a  wfi 
of  fishing,  almost  before  we  are  ready,  Jim 
says,  "Fish.  Ten  o'clock.  Maybe  50  yards  a 
coming  right  for  you.  Nice  damned  fish." 

A  big  one,  traveling  single,  closing  so  fi 
that  I  don't  have  time  to  set  up  and  calcul! 
ranges.  Just  cast  and  try  to  put  the  fly  when 
hope  it  will  not  spook  the  fish,  but  close  enou 
that  he'll  see  it. 

"Good  cast,"  Jimbo  whispers. 


FY  I 


he  fly  hits  the  water  and  the  tarpon  turns  in- 
ly. .  .away  from  the  fly. 
pooked.  Not  your  fault." 

trip  line,  wondering  if  this  is  an  omen.  Good  sign  to 
fish  so  early? 

r:  bad  sign  that  he  spooked  even  when  I  did  every- 
right? 

arpon  fishing  will  make  a  mystic  of  you. 
he  water  in  Homosassa  Bay  is  clear  and  the  bottom 
ther  white  sand,  dark-green  grass  or  black  rock. 
■  .ding  on  the  casting  platform,  feet  spread  like  a  sen- 
rv>n  post,  I  stare  into  the  water,  hoping  to  pick  out  the 
aj>e  of  a  fish  or,  better,  a  school  of  fish.  Sometimes,  they 
p  in  line.  Sometimes  in  a  cluster.  Occasionally,  a 
zl  ol  will  begin  swimming  in  a  tight  circle,  which  anglers 
el  a  "daisy  chain."  The  ideal  is  either  a  stationary  single 
Ssf — in  the  vernacular,  this  fish  is  "laid  up" — or  a  school 
if  is  "chaining." 

a  'he  reality,  however,  is  mostly  empty  water  and  eye- 
fcil  n.  After  an  hour,  I  take  off  my  glasses  and  wipe  the 
itlspray  from  the  lenses.  Sip  some  ice  water  and  smear 
Die  sunblock  on  my  neck.  The 
lining  air  has  turned  hot  and 
i  fc.  The  back  of  my  old  khaki  shirt 
[lamp  with  sweat.  There  is  no 
ede!  and  the  surface  of  the  bay  is 
3 land  unruffled,  gleaming  like  oil. 
fiiless,  except  for  the  occasional 
Biolling  gull. 

[flats  fishing  is  one  thing  or  the 


There  is  no  wind 
on  the  bay,  and 
after  a  long,  hot 
morning  the  empty 
water  begins  to 
strain  the  eyes. 
Then  suddenly,  the 
tarpon  come  to  life. 


e.  Sometimes  in  a  cluster 
in  a  tight  circle. 


r.  All  or  nothing.  Frantic  activity  or  blanket  tedium, 
talk  to  kill  time.  We  are  talking  about  redfish,  on  the 
isiana  coast,  when  Jimbo  says,  "Looks  like  we  got  a 
ol  of 'em  at  about  eleven  o'clock.  Maybe  400  yards." 
spot  the  nervous  water  after  a  second  or  two.  Then 
ivide  back  of  a  rolling  tarpon.  Then  several  other  backs. 
>o  kicks  the  electric  motors  in  and  my  heart  matches 
n  for  RPMs.  It  will  be  a  couple  of  minutes,  at  least, 
re  we  are  in  casting  range,  plenty  of  time  to  build  up 
st-class  case  of  nerves.  I  am  normally  an  adequate 
;r,  but  the  sight  of  tarpon,  in  range,  inevitably  makes 
brget  everything  I  have  ever  known  about  technique, 
to  do  everything  too  fast  and  with  too  much  muscle 
with  no  timing  at  all.  I  have 
ed  by  20  feet  on  fish  that 
in  easy  range;  I  have 
)ped  my  fly  around  the 
le's  push  pole  and  popped 
leader;  I  have  hit  myself  in 
>ack  of  the  head  with  my 
fly.  I  didn't  bury  the 


i  Mania, 

WOWOSASSA 
\ ASHING  CLUB, 


'"98 1 


X 


Hulls  ij 


barb — must  have  been  my  lucky  day — but  there  was 
enough  steam  behind  that  heavy  hook  that  I  saw  stars  and 
raised  a  bump  that  didn't  go  down  for  a  couple  of  days. 

I  wonder,  as  we  close  the  range,  what  I  can  do  this 
morning,  to  top  that. 

I  have  about  as  much  confidence  as  if  I  were  about  to 
climb  on  stage  at  the  Metropolitan  and  sing  "I'm  A  Little 
Teapot"  to  a  packed  house. 

"You're  going  to  get  a  shot  at  these  gentlemen,"  Jimbo 
says  from  the  tower. 

"Don't  say  things  like  that,"  I  say. 

"No  sweat,  my  man,"  he  says,  soothingly.  "No  sweat. 
Just  lay  it  out  there  in  front  of  them  like  you  know  what 
you're  doing.  You  can  do  it.  I  know  you  can." 

My  mouth  feels  like  it  is  full  of  flannel.  I  lick  the  grease  off 
my  lips,  flex  the  fingers  of  my  right  hand  that  are  wrapped 
around  the  cork  grip  of  the  Orvis  #10  and  touch  the  point 
of  the  hook  that  I  am  holding  in  my  left.  It  is  needle-sharp. 
The  fly  is  a  big  purple  thing  that  swims  beautifully. 

Jimbo  cuts  the  electrics  and  poles  me  in  closer.  The  fish 
are  almost  within  range  and  rolling  so  their  broad  backs, 


the  color  of  tarnished  silver,  come  entirely  out  of  the  water. 
Tarpon  are  primitive  fish,  not  much  evolved  from  the  time 
of  dinosaurs.  They  have  a  gas  bladder  and  can  breathe  air. 
This  is  why  they  roll. 

"Big  fish,"  Jimbo  whispers,  helpfully. 

They  are  80  feet  away.  A  dozen  of  them,  barely  moving 
across  a  patch  of  white  sand  in  the  middle  of  a  dark  grassy 
bottom.  They  look  like  huge  black  logs. 

"Go  ahead,"  Jimbo  says.  "I'm  afraid  to  get  much  closer 


in  this  still  water."  The  Gasparilla 

I  look  down  at  my  feet  to  make  sure     in  Boca  Grande. 
I  am  not  standing  on  any  of  the  coiled      Built  in  1912, 
line.  The  loops  are  clear.  I  aim  for  the    one  of  the  world's 
lead  fish,  ten  feet  in  front  of  his  nose        great  white 
and  a  little  more  since  he's  traveling.      elephant  hotels. 
Cast,  haul  and  shoot. 

The  line  flows  through  the  guides  like  water  under 
pressure. 

"Good  cast,"  Jimbo  says  while  the  fly  is  still  in  the  air. 

But  before  the  fly  lands,  the  water  between  me  and  the 
fish  explodes.  Ten  fish,  or  more,  had  been  laid  up  over  the 
grass.  We'd  been  so  tightly  focused  on  the  other  fish  that 
we  hadn't  seen  them.  My  line,  passing  over  their  heads, 
had  spooked  them.  On  a  shallow  water  flat,  tarpon  are 
skittish  as  deer  in  an  open  field. 

"Too  bad,"  Jimbo  says. 

"Oh,  well,"  I  say. 

Tarpon  fishing  inspires  a  kind  of  laconic  fatalism.  Just 
as  nobody  has  ever  caught  a  200-pound  fish  on  a  fly  rod, 
there  has  never  been  an  upper  limit  placed  on  the  num- 
ber of  things  that  can  go  wrong. 

I  am  stripping  in  line  and  sliding  emotionally,  back  to- 
ward torpor,  when  Jimbo  says,  "Hurry  up.  There's  another 
school.  One  o'clock." 

They  are  almost  in  range  and  they  are,  praise  Jesus, 
chaining. 

Check  the  feet.  Clear.  Pick  a  spot  on  the  southwest  quad- 


rant of  the  circling  fish,  and  cast.  The  loop  turns  over  clj 
ly,  almost  90  feet  of  line,  and  the  fly  falls  right  where  I  air] 
"Hot  damn,"  Jimbo  says. 

Suddenly,  these  fish  seem  just  too  big.  The  fly  Id 
tiny  in  the  water  and  the  rod  feels  absurdly  puny  i™ 
hand.  These  fish  are  better  than  six  feet  long.  They  m 
weigh  more  than  150  pounds.  They  could  easily  eat 
biggest  trout  or  salmon  I  have  ever  caught.  I  am  mom 
tarily  paralyzed  and  my  fly  simply  sinks. 

"Strip,"  Jimbo  says  urgently. 

I  strip  a  foot  of  line  and  the  fly  comes  to  life. 

"Strip." 

Again.  And  the  fish  at  the  bottom  of  the  circle  br4 
formation  and  covers  the  six  or  eight  feet  between  him) 
the  fly  in  less  time  than  it  would  take  to  blink  your  eyes.! 
mouth  is  open  and  looks  like  a  bucket  as  it  engulfs  th^ 

"Strike,"  Jimbo  shouts.  "Put  it  to  him." 

The  rod  takes  an  alarmingly  deep  bend,  the  line  a 
tight,  and  the  fish  comes  out  of  the  water,  silver  and 
matic  as  a  knife. 

"Bow  to  him,"  Jimbo  shouts,  and  I  bend  over  and] 
tend  my  arms  to  throw  a  little  slack  into  the  line.  A  tail 
in  the  air,  shaking  its  head,  doesn't  have  any  trouble  I 
with  12-pound  tippet. 

The  fish  jumps  again.  And  again.  With  a  marve 
kind  of  energy  in  each  jump.  It  has  a  way  of  hanging  in  thq 
like  Michael  Jordan,  momentarily  exempt  from  the  lav^ 
gravity,  and  you  sometimes  tend  to  lose  your  concern 
tion  and  forget  about  technique  and  simply  admire  the  srj 
like  a  fan  watching  Jordan  on  a  night  when  he  puts  uri 

You  can  lose  fish  that  way. 

But  after  nine  or  ten  jumps,  I  am  still  hooked  up 
jumps  are  the  spectacle,  the  tarpon's  signature  act. 1 
can't  imagine  a  fish  this  massive  jumping  so  cleanly 
with  such  grace.  Some  anglers  will  intentionally  bres 
fish  off  after  that  first  series  of  jumps,  usually  when  tl 
are  a  lot  of  other  fish  around  and  chances  are  gooc 
hooking  up  again. 

I  stay  with  this  one. 

For  almost  an  hour. 

I  would  gain  some  line  and  get  him  close  and  then 
big  fish  would  dig  down  and  find  the  strength  for  anol 
run  and  I  would  be  into  the  backing  again,  pumping 
rod  and  getting  line  back  two  or  three  feet  at  a  time. 

It  starts  to  feel  like  work. 

"Keep  putting  it  to  him,"  Jimbo  says,  encouragin 
"Don't  let  up.  You've  almost  got  him." 

We  measure  him,  quickly,  when  we  get  him  to  the  b 
then  use  a  pair  of  needle-nose  pliers  to  free  the  hook. r 
fish  swims  away  sluggishly.  Unless  you  are  a  pea-brai 
tourist,  you  don't  kill  tarpon.  Nobody,  anywhere,  eats  thl 

They  are  pure  gamefish  and,  perhaps,  the  finest  gai 
fish  of  all. 

According  to  the  formula  (length  x  girth2/8oo)  my 
weighed  about  140  pounds.  I  was  60  pounds  short  of] 
Grail,  but  after  a  long  shower  and  a  cold  beer  that  evenj 
it  was  exceedingly  sweet  and  satisfying  to  sit  on  the  pc 
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JVC  DV1 
Digital 
Camcorder 

The  world's  smallest  and 
lightest  (weighs  oid\  I  Hi.) 
camcorder  makes 
'•^0^   persona]  digital  video  a 

realm  ( Iffers  high  picture  and 
it\  wild  .VMOOO-pixel  1/3"  CCD. 
lal  Image  Stabilizer  &  PI  M  Digital 
b-ecording  modes:  Special  Effect 
mime.   lOOx  Super  Digital  Zoom. 
Heels.  I!!  scene  transitions,  snap- 
sad  more)  and  playback  (connects 
i  l'\  monitor,  mounts  on  supplied 
tilim  for  editing.  5  digital  effects, 
ig  I'  unctions  and  I  ser-friendh 
i  ,i  compacl  design  small  enough 
ir  Docket. 
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link  automatic,  ultra-compact 
mm  camera.  Remote  operation, 
indscape  modes  and  much  more. 
I\  designed  bj  I  \  Porsche,  n 
am  wi  case  and  dale  back. 


Minilux 


lie  palm  nl  miiii  hand.  Features: 
i  titanium  bod\  40mm  f/2  -f 
ens,  auto-focus,  auto  and  manual 
ides,  built-in  flash  w  ith  Red-Eve 
auto  lilm  advance  and  rew  ind. 


Ricoh  DC-1 

I  he  world  -  tii  -t 
multimedia 
camera  to  record 
still  images 


and 

combination 
Playback  oi  delete 
images  instanth  mi 
yourDM-1  playback 

monitor  (optional).  All  small  enough  to  Hi  in  your  pocket. 

•  768  s  480  I  liuli  Resolution  Still  Images 

•  Compatible  with  Windows  and  Macintosh  Operating  Systems 

•  World  Wide  Web  <  patible  (upload  and  send  it) 

•  ( (in | a 1 1  I ligital  Information  to  vour  l'( ..  Television,  Video  Color  Printer 
Modem/Digital  Cellular  Phone! 

It-  applications  are  limitless!  $1499 


Pentax  ZX-5 

n-  new  -design  auto-focus  SI  ,li  is  simple  and 
compact.  Ii  s  equipped  with  3  point  auto-focus 
(including  spot  and  predictive  \l  )  multi-mode 
auto-exposure,  a  choice  ol  metering  patterns 
(including  spot  and  -i\  segments)  and  a 
built-in  pop-up  flash.  Purchase  as  shown 
w  ith  a  35-80mm  lens. 
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]  ou  II  find 
everything  from 
the  latest 
[dvanced  Photo 
System  cameras 
(ind  film  to  the 
most  innovative 
digital  camera 
equipment  nl 
New  )  ork  ( ity's 
oldest  and  most 
trusted  camera 
store.  (  nil  us 
toll-free  or  visit 
(ini  \ew  York 
showroom. 


Konica  APS  Zoom 

I  his  revolutionan  new  generation  "I  compacl 
cameras  includes  such  innovative  features  as 
easy  film  loading  just  drop  it  in),  availability 
of  3  different  print  sizes  from  same  film 
cartridge.  Index  Print  feature  allows  safe  filing 
of  all  prints  (miniature  versions)  and  makes 
ordering  reprints  painless,  as  well  as  the  red-evi 
reduction.  30-60mm  focal  lengths  (2xZooin). 
1 1 i l;  1  i t - \  iew  I'm  nail  and  lnlmih  modes. 


Fuji  Endeavor 
-KMX)  SL 

I  In-  cool  looking  Advanced  Photo  S\  stem 
camera  gives  vou  load-,  nl  picture  taking 
freedom  with  drop-in  film  loading,  mid-roll 
-w iiehalile-iliree  pi im  liuiiiats.  print  quantity 

pre-setting  eapabilil\ .  print  i|iialil\  enhance- 
ment through  information  exchange  system. 

25- 1 01)  zoom  lens  txZoom).  inulti 

programmed  auto  flash,  III.  phase-detection 
auto-focus,  red-eve  reduction,  ami  more!  Snap. 

batteries,  remote  controller  anil  lilm  included. 
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at  the  Izaak  Walton,  watching  the  Withlacoochee,  reliv- 
ing the  morning  and  talking  about  the  next  stop  on  our 
tarpon  tour. 

That  stop  would  be  on  Boca  Grande  at  the  won- 
derful  old  Gasparilla,  one  of  the  great  white  elephant  ho- 
tels of  the  world.  The  Gasparilla  was  built  in  1912,  basically 
as  a  place  for  northern  sportsmen,  down  for  the  hunting 
and  fishing.  J. P.  Morgan  fished — and  died — there.  As  the 
world — and  especially  Florida — became  more  civilized,  a 
golf  course  was  built  around  the  hotel  grounds.  One  of  the 
great  satisfactions  of  tarpon  fishing  out  of  Boca  Grande 
is  to  go  down  the  canal  in  your  skiff  with  golfers  waiting 
on  the  tee  for  you  to  pass  so  they  can  hit  their  drives. 

Boca  Grande  has  always  been  known  for  its  tarpon  fish- 
ing. It  is  not  the  most  congenial  place  for  fly  fishermen — 
not  like  Homosassa  or  the  Keys — but  you  can  catch  fish 
on  a  fly  if  you  find  them  schooled  up  and  traveling  on  the 
surface.  This  is  known,  locally,  as  "beach  fishing,"  to  dis- 
tinguish it  from  "pass  fishing,"  which  is  done  deep,  gener- 
ally with  live  bait  and  very  heavy  tackle. 

We  were  interested  strictly  in  "beach  fishing."  But  first 
we  had  to  sit  out  a  storm.  We  slept  late,  ate  well — the  food 
at  the  hotel  is  first-class  and  there  are  several  restaurants 
where  they  know  what  to  do  with  grouper  and  stone 
crabs — and  ran  the  backcountiy  in  the  skiff,  looking  for  a 
lee  shore.  We  caught  snook,  which  are  sporty  on  light 
tackle.  We  visited  the  local  clinic  so  Jimbo  could  get  a  fish 
hook  pulled  out  of  his  foot.  (It  is  always  something  in  tar- 
pon fishing.)  We  watched  the  sky  and  listened  to  the  palm 
!  ronds  rattling  outside  our  window  and  also  to  the  weather 


broadcasts,  which  said,  finally,  that  the  storm — unusual  i 
May — was  blowing  over  and  the  morning  would  be  clej 

"The  beach  ought  to  be  covered  up  with  fish,"  Capt) 
Phil  O'Bannon  told  us.  He  is  the  best  fly-fishing  gu 
working  Boca  Grande.  We  took  his  word  for  it  a 
booked  an  extra  day. 

A  mile  offshore,  at  seven  in  the  morning,  I  was  stand 
on  the  casting  deck  looking  at  a  school  of  tarpon  that  mj 
have  covered  15  or  20  acres  of  water.  Thousands  of  fish] 

"My  God,"  I  said.  "You  can't  miss." 

"Don't  say  that,"  Jimbo  said,  and  gunned  the  electi 
to  get  me  in  range. 

The  big  gulping  heads  were  everywhere.  I  looked  at  <j 
and  was  struck,  as  always,  by  the  resemblance  to  the  ad. 
Edward  G.  Robinson  with  his  pugnacious  lower  lip. 

We  had  been  fishing  for  a  week,  Jimbo  and  I.  Thisl 
the  second  year  of  our  tarpon  tour  through  old  Florij 
The  morning  was  still  cool,  and  the  sky  was  clear  an 
striking,  tropical  blue.  We  had  been  living  more  or  less 
of  time.  According  to  a  rhythm  that  wouldn't  work  aj 
where  else;  not  even -in  most  of  the  rest  of  Florida.  Seen] 
a  shame  it  had  to  end,  but,  if  it  did,  then  it  might  as  v 
end  on  some  good  fishing. 

I  made  a  cast  and  before  the  fly  even  hit  the  wate 
knew  the  fish  I  had  aimed  for  would  take  my  fly. 

And  it  did.  • 

FISHIN':  ACCOMPLISHED.      Lodging:  The  Izaak  Walt* 
Area  guides:  David  Gause        Lodge  (904-447-2311; 
(813-942-6018;  $375  per  day)      rates:  $49-$l  10  per  night 
Phil  O'Bannon  (941-964-  The  Gasparilla  (941-964- 

0359;  $400  per  day).  I  2201 ;  rates  start  at  $112). 
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Just  fill  out  the  entry  form  below,  and  mail  it  in.  That's  all  it  takes  to  win  an  expense-paid 
trip  for  two  to  the  U.S.  Open  at  Oakland  Hills  in  Birmingham,  Michigan.  Or  be  one  of  the 


It  Takes  Tears  For  Most  Players  Io  Get  Io  The  U.S.  Open. 
But  For  You.  It  Could  Take  Minutes. 

100  winners  of  Cross  Creek  apparel  or  our  Pro  Tips  video.  Whether  or  not  your  name 
is  drawn,  you  can  always  enjoy  the  pros'  winning  style  with  the  exceptional  quality  and 


comfort  of 


Register  To  Win  A  Trip  To  The  U.S.  Open 

Gum  Prize:  Expense-paid  trip  for  two  to  the  U.S.  Open  June  13-16,  1 996 
Includes  airfare,  accommodations  (double  occupancy),  meals,  ground  transportation, 
two  rounds  of  golf,  and  tickets  to  all  four  days  of  the  tournament 

Name  

Address  

City  State  Zip  Phone  

Mail  Entry  io: 

Cross  Creek  Apparel 
U.S.  Open  FYI 
PO  Box  1 1 07 

Mount  Airy,  NC  27030-1 1 07 

No  purchase  ncci.Ns.in  to  enter,  fully  complete  the  oftki.il  nun  lormoi  on,ii"»  i"pl.nn  piece  of  paper,  fund  print  your  m  mc,  address  and  telephone  number,  and  mail  vour  entry  to.  Cross  C  reek  ,<\ppan l/U  S.Open  Sweepstake*.  PO.  Drawer  i  107, 
Mount  Airy.NC  270)0-1 107.  Emcras  many  times  asyou  wish  bin  mail  each  entry  separately  Sweepstakes  runs  1/ 1  /q6-f/n/ifb.  No  photocopied  Of  mechanically  reproduced  entries  will  be  accepted.  Winners  will  be  determined  m  random  drawings 
onoc  about  s/27/96  Prizcsare  guaranteed  to  be  awarded.  Winnerswillbc  notified  bj  mail  and  may  be  required  to  complete  .in  Affidavit  or*Eligibility  and  Release  of  Liability  which  must  be  signed  and  returned  within  lodaysofdateofnotincarionor 

.in  alternate  winner  M  ill  be  selected  Pn/cs/csi.  retail  values: Grand  Prize  An  expense  p.'id  tnploi  two  101  he  1 1  S  Open,  [une  I J-I-6,  1906,  Includes  round  tnpco.ich  .nrf.ire.  .iccoinmodations.  nu  .ds,  ground  t tansport.it ion.  mn  rounds  ofgolfand  tickets 
Wall  fourdaysof the  tournament  %u*w  1;  *»/and  Pri/cs.Crosst  reek. ill  cotton  knit  shin  $25  OOCach  ).  so/  [rd  Pr./es:  CrossC  reek  ProGolflipS  Video.  S  [o,OOCach  ..  SweepStakeSOpen  to  leg.il  residentsofthe  U.S.  2 1  vearsandolder  Odds 
determined  by  the  total  numbcrofcntriesrccciwrd  Distribution  esi  >i  ( ,620,094  Sponsor  (  ross  Creek  Apparel,  Inc  All  teder.il.sc.ue.tnd  loci  I  rules  ,ind  rcgulariotts  apply  Void  m  Puerto  Rico. ind  where  prohibited  Otter  subject  tocomplete  rules.  For 
acomplete  set  of  rules  and/or  list  of  winners  Specif)  \*>ur  request  >,  M  nd  '  SASE  K  Ion  >/j4/»(>  to  (  rOSSCrcek  Rules/ Winners.  c/o(  ross  (."reek  Apparel,  PO  Drawer  1 107.  Mount  Airy.  NC  27010-1 107 

FYI 


CrossCreek 

The  Exceptional  Shirt 
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Lolling  on  the  deck  of  a  luxury  barge  isn't  the  only 


way  to  see  the  French  countryside,  but  it  is  the  best  way 


Descending  the  ladder  on  the 
Burgundy  canal,  I  felt  like  I  was 
in  free  fall.  Which  made  no 
sense.  The  ladder's  steps  were 
Locks  i  through  8,  dropping  a  modest  70  feet 
in  a  mile  and  a  half,  and  it  took  a  leisurely 
two  hours  to  make  it  down.  So  why  did  I 
have  the  sensation  of  plummeting?  Because 
I  was  falling  through  time,  not  space. 

I  was  on  the  barge  Saint  Louis,  which 
bears  her  name  in  gold  on  the  bow  of  her 
royal-blue  hull.  Ninety-six  feet  long,  dis- 
placing 80  tons,  she  has  a  deck  high  enough 
to  serve  up  vistas  yet  low  enough  to  be  near 
the  water's  skin.  Her  General  Motors  180- 
horse  engine  thrums  with  a  power  belying 
her  gait.  The  boat  is  solid  yet  elegant,  im- 
posing but  charming.  She  seems  to  move  a 
lot  faster  than  she  actually  does. 

Then  there  was  the  contest  for  my  atten- 
tion between  the  barge's  details  (hibiscus- 
filled  boxes  masking  safety  rails,  a  snowy  cat 
blinking  Warhol-like  under  a  chaise  lounge) 
and  the  broad  canvases  of  passing  landscape. 


The  small  lock  houses  were  stone  and  cov- 
ered with  roses.  They  were  often  guarded  by 
a  rooster  or  a  mutt.  Beneath  a  brilliant  mid- 
June  sun  and  the  cover  of  thick  green  cot- 
tonwoods,  the  canal  unwound  like  a  private 
passage.  Whenever  I  looked  up,  the  pano- 
rama morphed. 

I  actually  felt  like  I  was  tumbling  through 
history.  Hand-operated  locks  bore  the  date 
of  their  last  major  overhaul  more  than  a  cen- 
tury ago.  As  the  barge  passed  under  the 
bridge  at  Vandeness-en-Auxois,  the  sand- 
stone towers  of  the  820-year-old  chateau  at 
Chateauneuf  appeared  near  the  pinnacle  of  a 
distant  hill  flecked  with  white  Charolais  cat- 
tle and  tawny  hay  bales.  Besides  the  barge, 
the  only  other  piece  of  equipment  required 
to  ease  our  transit  was  a  bicycle,  used  to  ride 
ahead  and  alert  the  keeper  at  the  upcoming 
lock  that  a  boat  was  headed  his  way. 

Just  west  of  Dijon,  at  the  northern  end  of 
the  Cote  d'Or  in  the  heart  of  Burgundy  and 
thus  the  heart  of  France,  I  had  lucked  into  a 
fantasy  trip  through  a  bucolic  paradise.  We 


Burgundy 


By  Lincoln  Caplan 
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had:  my  wife,  Susan,  our  seven-year-old  daughter 
Molly,  and  our  friends  Christopher,  Lucy  and 
Caitlin  (seven  as  well)  were  also  aboard.  We  had 
signed  up  for  the  barge's  first  extended  trip  as  a  plea- 
sure craft,  on  a  stretch  through  the  upper  valley  of 
the  Ouche  river. 

Of  course,  the  fantasy  wasn't  ours  alone.  It  be- 
longed primarily  to  Francois  and  Noortje  Everson, 
a  post-Aquarian  couple  who  are  the  captain  and 
cook  of  the  Saint  Louis.  His  passport  is  British  and 
hers  Dutch,  but  in  1986,  they  moved 
to  France  and  joined  the  commu- 
nity of  artists,  wanderers  and  barge 
hands  who  work  the  network  of 
rural  canals  in  the  middle  and  south 
of  the  country. 

In  the  late  '60s,  an  English 
eccentric,  Richard  Parsons,  created 
the  business  of  taking  customers  on 
barges  on  the  French  canals.  It 
was  an  unlavish  delight: 
guests  ate  spaghetti  Bolog- 
nese,  drank  table  wine 


The  sprit  o/~Saint  Loi 
(left).  Picking  a  lock 
along  the  waterway. 

him  to  bankroll  his  fo 
and  their  dream.  In  t 
winter  of  1994,  Behrej 
proposed  they  form 
partnership.  That  April,  in  Rotterdam,  the  Eversons  spq 
ted  Supplier  j.  She  was  an  industrial  barge  of  rj 
Luxemotor  class,  built  in  1923  to  service  freighters  in  I 
harbor.  She  wore  working  hues  (black  hull,  copper  to 
sides).  Behrens  bought  her  in  June. 

It  took  three  months  to  rip  out  the  old  derrick  and 
tons  of  innards  and  build  a  new  superstructure.  Then 
month  tor  Francois  and  friends  to  move  the  barge  by  can 
to  Burgundy.  Another  six  months  saw  Supplier  j  becon 
a  floating  haven,  with  a  large  salon  in  French  provinci 
style,  three  air-conditioned  cabins  and  private  bat 
and  showers,  and  other  essentials  of  luxe.  Emblazon 
with  a  shield  on  her  newly  white  superstructure,  she  w 
named  after  Louis  FX,  the  only  French  king  who  becaa 
a  saint.  And  for  Behrens'  home  port. 

During  the  refitting,  the  Saint  Louis  was  tied  upj 
the  canal  in  front  of  the  Eversons'  home  in  their  d 
of  a  port,  Gissey-sur-Ouche.  They've 


and  slept  on  cots.  Some  came  with  their 
backpacks  for  only  a  night.  Burgundy's 
1,200-mile  network  of  navigable  rivers 
and  canals  had  become  a  neglected 
resource,  including  the  one  we  were  on — 
a  calm,  150-mile  trench  that  runs  southeast 
to  northwest,  linking  the  rivers  Saone  and  Yonne  in 
valleys  along  the  old  trade  route  from  the  Mediterranean 
to  the  northern  reaches  of  Europe.  The  Paris-Lyon  rail- 
way made  the  Burgundy  canal  obsolete  a  decade  after  the 
canal  became  operational,  in  1843. 

While  Parsons  formed  a  partnership  with  a  French- 
man, barging  in  France  flowered  as  an  English-speaking 
venture.  Francois  worked  as  a  pilot  and  Noortje  as  a  host- 
ess and  then  a  cook  for  Gerard  Morgan-Grenville,  an 
owner/captain  who  has  written  up  his  exploits  aboard  the 
Virginia  Anne.  The  Eversons  arrived  just  as  funky  barg- 
ing was  mutating  into  an  upscale  endeavor. 

In  1990,  one  Virginia  Anne  passenger  was  Paul  Behrens, 
a  Burgundophile  from  St.  Louis,  Missouri.  He  and  the 
!  vcrsons  became  friends.  His  success  as  an  investor  enabled 


lived  there  since  1990,  in  a  pleasant  house  overlooking 
bend  in  the  canal  and,  beneath  an  ancient  chestnut,1 
swimming  hole  in  the  creeklike  river.  Their  sense  of  pla 
has  the  same  duality  as  the  experience  they  offer  on  t 
barge:  a  traveler  counting  on  an  immersion  in  Burgun 
life  might  be  disappointed  by  what  they  offer,  which  ii 
journey  through  the  countryside  but  not  quite  of  it.  1 
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■ricois  explained  the  split  the  day  of  a  rugby  match  he- 
men  England  and  France,  "I  want  both  to  win." 

I  Despite  hints  of  South  African  vowels  (his  father  prac- 
|<|d  medicine  there),  his  accent  is  chattering-class  British. 

I I  he  speaks  decent  French  (along  with  Dutch,  a  little 
Erman  and  a  bit  of  Zulu)  and  has  extracted  from 
B [gundy  an  essence  that  he  and  Noortje  translate  flaw- 
Ifty  no  matter  what  their  guests'  language, 
[fprancois  treats  as  touchstones:  (a)  the  monuments  to 
Bjfgundy's  medieval  glory  preserved  in  its  rolling,  un- 
ci lpt  hills;  (b)  the  serious  food  and  wine  that  come  from 
:bland  and  (c)  the  religious,  especially  monastic,  tradi- 
tji  that  ties  together  (a)  and  the  wine  part  of  (b).  Easy 
;i|ugh,  considering  there  are  at  least  350  churches  in 
m.  region  (many  Romanesque  from  the  nth  and  12th 
:t|rturies)  and  the  monks  who  built  them  made 

rgundy's  vineyards  the  best  in  the  world. 

Ricois  and  Noortje  present  a  Burgundy 
irlt  divides  its  time  between  history 
in  hedonism. 


and  rivers  from  Belgium  to  Spain,  "//  est  difficile  de 
trouver  mieux  que  le  canal  de  Bourgogne  pour  profit  er  a 
la  fois  de  beaux  paysages,  de  sites  historiques  and  de 
bonne  cuisine."  (It's  difficult  to  find 
better  than  the  Burgundy  canal 
for  benefiting  at  the  same  time 
from  beautiful  country,  histori- 
cal sites  and  good  food.) 


o 


J  T  h  e 

beauty  of  daily 
life  aboard  the  Saint 
Louis  is  that  the  trav- 
eler is  spared  the  has- 
sle of  moving  among 
hotels,  schlepping  bags 
and  negotiating  in  clumsy 
French.  You  can  feel  free  to 
jump  out  and  help  the  lock- 
keeper  open  the  gate,  but 
Mi  are  not  obliged  to  do  so.  Along  for  such  chores  is  a 
3|khand,  who  will  lift  your  bike  off  and  on  the  barge. 
Jfere  is  also  a  cabin  girl,  or  hostess,  who 
fi  turn  down  your  bed  in  the  evening. 
I  The  true  benefit  of  barge  travel,  how- 
Si  r,  is  that  you  go  where  the  canal  takes 
i\  1,  freeing  you  from  planning  special 
"  tes.  You  can  treat  Burgundy,  literally, 
111  dreamworld,  passing  hours  of  barg- 
j  stretched  out  under  an  umbrella  with 
1  bod  book  flopped  on  your  chest.  (One 
:jus  actually  read 
:'pust.)  According 
Ha  French  guide 
:|ering  the  canals 

Drive  thru,  canal 
tyle:  We'd  like  the 
Chateau  Peyrat, 
side  of  bread  and, 
uh,  the  chicken. 


n  our  first  day  in  France,  Francois 
picked  us  up  at  the  Dijon  railway 
station  in  a  new  nine-passenger 
van,  which  is  used  mainly  for  field  trips.  During  the 
half-hour  drive  to  the  barge,  he  clicked  into  tour  guide 
mode,  telling  us  how  the  local  drink,  Kir  Royal,  is  named 
after  Canon  Kir,  a  hero  of  the  French  Resistance  and  a 
mayor  of  Dijon.  We  tasted  this  creme  de  cassis  (black  cur- 
rant liqueur)  and  sparkling  wine  cocktail  in  the  Saint  Louis' 
salon  on  our  arrival. 

The  schedule  on  the  Saint  Louis  most  days  was  break- 
fast between  eight  and  ten,  barging  (or  a  field  trip)  in  the 
morning,  lunch  around  one,  a  field  trip  and  barging  (or  just 
barging)  in  the  afternoon,  and  dinner  around  7:30.  (In  the 
summer,  the  locks  operate  from  8  a.m.  to  7:30  p.m.,  with  an 
hour  off  for  lunch.)  It  was  light  16  hours  a  day  (from  6:30 
a.m.  until  10:30  p.m.  around  the  summer  solstice). 

But  most  of  us  went  biking  for  an  hour  or  more  every 
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Poling  for  perch 
(above).  Our 
guide  and  guru, 
Francois  (left). 


day  in  the  after- 
noon as  the  barge 
moved  down  the 
canal.  There  were 
six  Italian  moun- 
tain bikes  aboard,  and  we  rented  two 
small  ones  for  Caitlin  and  Molly. 
Bike  riding,  we  found,  was  a  major 
draw  for  the  girls,  and  the  path  was 
ideal  for  all  of  us:  with  the  canal  on  one  side  and  a  pasture 
on  the  other,  it's  an  unpaved  road  used  mostly  by  lock- 
keepers  traveling  via  motorscooter.  Occasionally,  a  fisher- 
man entered  the  picture,  waiting  for  a  perch  to  move  his 
pole.  One  afternoon,  a  man  and  a  woman  walked  by  lead- 
ing a  couple  of  horses— and  from  the  deck,  Francois  ar- 
ranged for  the  girls  to  ride  ponies  before  dinner  at  a  stable 
whose  trails  cut  through  a  field  of  wildflowers.  Mostly  we 
biked  by  ourselves,  retracing  the  route  of  the  barge  or 
scouting  ahead,  as  if  the  Saint 
Louis  were  our  tender.  The  wind 
in  the  trees,  the  reach  of  the  sky, 
the  seclusion  made  biking  a  high 
pleasure  of  barging. 

The  barge  had  a  local  bakery 
deliver  fresh  bread,  croissants  and  pastries  every  morning, 
and  breakfast  was  considered  the  day's  light  meal.  Lunch 
was  usually  served;  one  day  it  might  be  spinach  roulade, 
red  cabbage  and  Roquefort  salad,  and  caramelized  oranges. 
On  another  day,  tomato  tart,  red  beet,  onion  and  apple 
salad,  and  bananas  flambes.  The  next,  eggs  poached  in  a 
red  wine  sauce  with  onions,  garlic,  bacon  and  herbs  (oeufs 
meurettes,  a  Burgundy  specialty),  cold  cuts  of  meat,  various 
salads,  and  sliced  fruit  in  a  melon  basket. 

Dinners  were  less  inspired,  perhaps  because  it's  harder 
to  make  things  come  out  perfectly  when  a  bunch  of  hot 
dishes  have  to  be  completed  at  the  same  instant  and  guests 
are  lingering  before  arriving  a  table.  Overall,  the  cuisine 
of  Burgundy  is  traditionally  based  on  cream  and  wine,  with 


specialties  such  as  parsley-flavoi 
ham  (Jambon persille).  Noortje'sv 
lighter  and  more  varied,  howevel 
When  we  ate  on  the  barge,  1 
menu  was  written  out  on  Saint  Lc 
vellum  and  framed  on  top  of  the  I 
next  to  a  bowl  of  fruit.  Three  of  i 
four  evenings  we  were  there,  t 
table  was  set  with  linen  and  fre 
flowers,  and  the  salon  transform) 
into  a  dining  room.  The  other  nid 
we  ate  on  deck  in  the  long  tv 
light.  With  Chateauneuf  behindl 
that  evening,  we  started  with 
quilles  Saint  Jacques  in  a  Champag 
sabayon  sauce,  ate  guinea  fo 
cooked  in  a  wine  sauce  with  fre 
pasta  and  fine  green  beans, 
finished  with  vacherin  glace  a 
fraises — a  meringue  filled  with  vanilla  ice  cream,  whipp 
cream  and  strawberries. 

During  the  week,  13  varieties  eventually  rotated  or] 
the  cheese  plate,  from  blues  (Auvergne  and  Cosse) 
Bries,  from  a  firm,  mild,  ash-striped  Morbier  to  a  ri 
Epoisses  with  its  dust  of  orange  rind  outside  and  a  bi 
tery  center  (the  group  favorite).  Francois  took  some  pri 
in  introducing  us  to  wines  he'd  discovered  from  arou; 
France  as  well,  and  often  the  match  was  excellent.  Th 
were  from  the  Loire  (we  liked  a  1993  Pouilly  Fume,  De; 
Andre  et  fils);  from  Bordeaux  (a  1994  Graves,  Chatei 
Peyrat,  appealed  to  us);  and  from  Burgundy  (the  whiter 
favored  was  a  1994  Ladoix,  Domaine  Capitain-Gagnen 
the  red,  a  1992  Aloxe-Corton,  "Les  Moutottes,"^r^wi 
cru,  from  the  same  cellar). 

We  liked  the  Burgundies  because  we  had  chos) 
them.  One  morning,  we  left  the  Saint  Louis  and  dro| 
west  into  the  area  of  the  Cote  d'Or,  a  steep  slope  ru 

ning  north  and  south  at  t 
edge  of  a  limestone  platea 
The  whole  area  is  barely 
mile  wide  and  35  miles  Ion 
but  it  produces  wine  so  god 
it  makes  the  most  reputat 
experts  crave  what  lies  in  the  local  cellars. 

And  they  do,  at  the  annual  dinner  of  the  Confrerie  c 
Chevaliers  du  Tastevin,  held  each  fall  in  the  organizatioi 
headquarters  at  the  Chateau  Clos  de  Vougeot,  which  v 
visited  (the  group's  slogan:  "Jamais  en  vain,  toujours 
vin — Never  in  vain,  always  in  wine).  Before  the  Freru 
Revolution  in  1789,  when  control  of  the  vineyards  by  i 
church  was  critical,  the  chateau  was  the  winemaking  cei 
ter  for  the  monks  of  Citeaux,  a  religious  hub  nearby  whe 
the  Cistercians  founded  their  own  order  in  1098  when  th' 
repudiated  the  Benedictines  as  too  libertine. 

After  the  revolution,  the  holdings  of  the  church  (aij 
nobility)  were  auctioned  off.  The  Clos  de  Vougeot  isj 
symbol  of  the  result.  It's  the  largest  commune  making  til 


One  night  we  ate  dinner  on 
deck  in  the  long  twilight. 
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After  an  overnight  flight  there's  nothing  better  than  a  refreshing  shower.  Followed  by  breakfast  and  having  your  clothes  pressed. 
All  in  our  Arrivals  Lounges  at  Heathrow  and  Gatwick  airports.  It's  one  of  the  many  features  you'll  find  on  new  Club  World. 


British  Airways 


The  worlds  favourite  airlinel^^  Available  4:00  AM  -  12  on  I'M  ©1996  British  Airways 


highest-rated  wine  in  Burgundy  {grand  cru),  and  its  di- 
mensions are  unchanged  since  1336.  Vougeot's  grand-cru 
vineyards  cover  only  125  acres  and  fill  less  than  200,000 
bottles  a  year — less  than  '/iooth  of  the  land  devoted  to  vine- 
yards in  Burgundy,  about  '/sooth  of  the  region's  annual  pro- 
duction. It's  divided  into  more  than  100  plots  controlled 
by  about  80  different  owners  and  winemakers. 

During  the  French  Revolution  in  the  early  19th  century, 
the  story  goes,  a  French  officer  pointed  to  the  Clos' 
chateau  as  his  troops  marched  by  and  declared,  That's 
what  France  is  fighting  for.  (As  a  second  lieutenant  a 
decade  before  the  storming  of  the  Bastille,  Napoleon  had 
confiscated  the  vineyard.)  Since  then,  whenever  French 
soldiers  pass  by,  they  salute. 

Red  Burgundy  is  made 
from  pinot  noir  grapes  and 
white  Burgundy,  from  char- 
donnay  (unless  the  label  says 
different),  but  the  quality  of  a 
wine  depends  on  a  mix  of  fac- 
tors: the  vines;  the  abilities  of 
the  winemaker;  and  the  ter- 
roir — the  traits  of  soil,  eleva- 
tion and  micro-climate  of 
precipitation,  drainage,  sun- 
light and  temperature.  Terroir 
has  mystical  importance  in 
Burgundy:  wines  are  named 
for  the  place  where  the  vines 
grow  rather  than  for  the  grape 
or  the  chateau  where  they're 
pressed.  When  the  monks 
made  Vougeot,  they  divided 
the  acreage  into  15  different 
sections,  or  climats,  giving  each 
a  name. 

Wine  talk  can  get  fuzzy 
(it's  a  voluptuous  wine,  im- 
peccable in  its  diction,  with  an 
oracular  hint  of  cherry)  or 
unassumingly  concrete.  Francois  arranged  for  us  to  visit 
the  Capitain-Gagnerot  cellar  for  a  tasting,  and  we  weren't 
sure  what  kind  of  talk  to  expect.  Founded  in  1802,  it's  a 
little  operation  just  north  of  Beaune  (pop.  21,127  and  tne 
unofficial  capital  of  the  Cote  d'Or):  90,000  bottles  a  year, 
less  than  half  the  Vougeot  output,  most  of  it  sold  directly 
from  the  warehouse.  The  operation  is  housed  in  a  plain 
building  that  looks  like  a  modern  dairy.  In  the  cellar,  there 
were  racks  of  mold-covered  bottles,  the  oldest  from  1939. 

Vineyard  owner  Roger  Capitain  is  a  50-ish  man  with 
a  long  face,  piercing  dark  eyes  and  a  tonsure  of  black  hair 
around  a  bald  pate.  He  carried  in  a  set  of  Burgundy  wine 
glasses  (called  balloons,  they  look  like  junior  brandy 
snifters),  wheeled  in  a  barrel  for  us  to  employ  as  a  spittoon 
(it  was,  after  all,  11  a.m.),  and,  in  20  minutes,  proffered  7 
bottles  for  us  to  taste.  Capitain-Gagnerot  makes  13  wines 
in  all,  including  its  "Clos  Vougeot,  grand  cru." 


About  his  own  wines,  Capitain  sounded  like  a  chemist. 
"Bon"  was  his  highest  mark.  "Too  much  tannin,  needs  an- 
other three  years"  (a  loose  translation)  was  his  lowest. 
Otherwise  he  didn't  say  much.  Taste  vigorously  is  what 
he  did.  He  swirled  wine  in  his  glass.  He  stuck  his  nose  in 
the  mouth  of  the  balloon  to  suck  up  the  bouquet.  He  took 
a  swig  and,  lips  slightly  apart,  breathed  in  hard  to  air  out 
the  flavors.  He  sloshed  wine  into  all  corners  of  his  mouth, 
including  the  pocket  behind  his  lower  lip,  as  if  he  were 
washing  away  the  taste  of  a  nasty  encounter  with  a  dentist. 
He  spat  a  jet  of  liquid  into  the  barrel. 

The  hierarchy  of  Burgundy  wines  goes  like  this:  at  the 
lowest  level,  wines  bearing  the  name  of  the  region;  al 

the  next,  wines  named  for  suW 
regions,  like  the  Cote  de 
Beaune;  in  the  middle,  conn 
mune  wines  that  are  usualhj 
identified  with  villages;  at  the 
penultimate  level,  premier! 
cms;  and,  finally,  grands  crus\ 
M.  Capitain  poured  1993  an(j 
'94  white  commune  wines 
from  Ladoix,  which  straddle! 
the  main  road  of  the  Coti 
d'Or.  We  preferred  the  sec| 
ond.  He  poured  red  communi 
wines  identified  with  th« 
neighboring  village  of  Aloxej 
Corton  from  '89  and  '91,  pre] 
miers  crus  of  that  name  for  '9 
and  '92,  and  a  1989  Aloxc 
Corton,  grand  cru,  for  whicl 
he's  been  highly  praised.  W< 
dissed  the  '89  grand  cru,  prei 
ferring  the  '92  premier  cri\ 
Francois  bought  bottles  of  thj 
wines  we  favored  for  thj 
barge.  We  constituted  ourl 
selves  the  Confrerie  del 
Chevaliers  du  Wine  Snob. 

That  evening  (after  an  af) 
ternoon  of  barging),  we  conl 
tinued  our  wine  education 
indirectly,  at  the  home  of  tW 
Comtesse  Michel  de  Loisj 
whose  family  has  made  wine  for  as  long  as  M.  Capitain's 
Our  arrangement  with  the  Saint  Louis  was  for  five  dinner 
on  board  as  part  of  the  deal,  one  out  as  the  guests  of  th 
barge,  and  another  out,  if  we  wanted,  at  our  own  (addi 
tional)  expense.  We'd  assumed  that  the  barge  dinner  ou 
would  be  at  a  restaurant.  Instead,  Francois  had  arrange 
for  something  "a  little  more  different,"  as  he  said.  "A 
evening  with  my  great  friend  and  one  of  the  great  wome  | 
of  Burgundy.  While  she  takes  guests,  she  doesn't  adverbs 
her  home  as  a  guest  house.  This  is  something  she's  doin 
just  for  me." 

Our  enthusiasm  was  in  inverse  proportion  to  his  seljl 


In  the  leader  s  jersey, 
l'enfant  extraordinaire 

rests  during  the 
Tour  de  Bourgogne. 
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so  we  had  a  quiet  drive  to  the  town  of  Nuits-St.-Georges 
(pop.  5,461)  where  the  comtesse  lives,  halfway  between 
Dijon  and  Beaune.  It  didn't  help  that  we  found  in  the 
foyer  of  her  home  a  menu  and  prices  for  repas  de  gala  for 
j-roups  of  6  to  40.  Or  that  we  came  across  the  comtesse's 
home  advertised  in  a  guide  to  French  chateaux  where 
rourists  can  pay  to  stay. 

But,  as  Francois  promised,  the  comtesse  turned  out  to 
3e  charming:  white-haired  and  handsome,  an  indefatiga- 
ble storyteller.  She  played  her  part  grandly,  telling  about 
i  childhood  in  which  she  decamped  to  Monaco  for  the 
vinter  and  endured  spikes  of  fortune  as  her  father  won 
ind  lost  at  gambling.  In  her 
ornate  dining  room,  lit  by 
:andles  and  village  wines  from 
she  family  cellar  that  her 
daughter  runs,  her  stories  were 
itrange  and  memorable. 

It  was  late  when  we  left  Nuits-St.-Georges,  so  Francois 
took  the  highway  back  to  the  barge.  It  carried  us  through 
pe  outskirts  of  Dijon. 

j  The  area  is  the  onetime  home  of  the  Great  Dukes.  It's 
ilso  the  only  real  city  in  Burgundy  (pop.  145,569)  and  big 
inough  to  have  strip  malls,  sprawling  car  dealerships  and 
fast-food  places.  It  was  Thursday  night  when  we  drove 
through.  The  plan  for  our  trip  had  us  taking  the  canal 
longside  the  highway  into  Dijon  the  next  morning,  so  we 
jould  spend  the  afternoon  touring  (e.g.,  the  Palais  des 


Dues).  The  idea  of  traipsing  through  a  city  appealed  to  no 
one  in  our  party,  however,  and  Francois's  outline  of  the 
next  day's  schedule  was  met  with  the  silence  of  mutineers. 
Our  motto  was  Dis  non  a  Dijon — Just  say  no  to  Dijon. 
Francois  got  it.  He  proposed  instead  that  we  turn  around 
and  retrace  our  route.  Home  to  Gissey  for  him  and 
Noortje.  Back  to  paradise  for  us  for  one  more  day. 


I 


Our  motto  was  Dis  non  a 
Dijon— -Just  say  no  to  Dijon. 


n  the  Michelin  guide  to  Burgundy,  the  blurb  about  the 
Ouche  valley  fills  less  than  a  page.  Including  our  dou- 
bling back,  the  Saint  Louis  went  through  56  locks  with 
us  on  board  and  covered  33 'A  miles,  or  less  than  seven 

a  day.  By  barge  and  van, 
we  stayed  inside  a  triangle 
marked  by  Dijon,  Beaune 
and  Lock  1  near  Pouilly-en- 
Auxois,  which  makes  up  a 
tiny  corner  of  the  region.  In 
location  as  well  as  size,  it  is  to  Burgundy  what  the  whole 
region  is  to  France.  You  could  drive  the  highways  linking 
the  three  points  of  the  triangle  in  about  an  hour. 

Narrowing  our  focus,  we'd  found  the  balance  of  busi- 
ness and  pleasure  that  seems  natural  just  before  a  good 
vacation  ends.  No  phone  calls,  no  mail,  no  business.  (The 
barge  has  a  phone  that,  fortunately,  didn't  work  most  of 
the  trip.)  We'd  had  private  tours  of  Chateauneuf  and  of 
Commarin,  a  handsome  medieval  castle,  and  of  the 
Abbaye  de  La  Bussiere,  a  former  Cistercian  abbey  built 


The  Idea  Behind  Our  Executive  Floors 


"There's  no  place  like  home".  Not  even  our  Executive  Floors.  And  yet  many  of  our  guests  say  they  feel  like  w  e're  their 
home  away  from  home  in  Asia.  No  wonder.  We  planned  it  that  way.  Of  course  we  provide  all  the  luxuries  and  special 
privileges  you'd  expect.  But  we  think  adding  more  of  the  "spirit  of  home'  is  the  comfort  of  familiar  laces  and  genuinely 
caring  hospitality  our  guests  receive  each  time  they  return 


<jfo  N  E 


w 


W    O  R 


I) 


H     O  T 


I     N  [ 


R  N 


I     I     O  N 


Reserv:  os  -  Renaissance  USA  1  sou  HOTELS  1  I  all  USA  1  800  >>  I  n  i  l 

HONG   KONG    •    M  \  C  \  1     •    BEIJING    •    GIANG/NOI     .    HANG/HOI     .    HARBIN    .    SHANGHAI    •    Mil         VNG    •    \I\N    •    HO   (III    Ml  Ml   CITY    •    MANILA    •  YANGON 

KUALA  LUMPUR  mid  1996  •  BANGKOK  1998  •  DALIAN  1998 

A  Member  of  Renaissance  Hotels  international 


A  vigilant  hand  Saint  Loin, 
sniff's  the  air  for  list  of  five  tc 
any  sign  of  a  good  which  it  plan; 
Pouilly  Fume.  to  take  passen- 
gers once  it  be- 
gins a  limited  gourmet  cruise. 

On  our  last  day  on  the  barge 
we  moved  the  CD  player  on  dec! 
and  blasted  Van  Morrison.  Th( 
grown-ups  held  the  barge  Olymp- 
ics (going  for  the  gold,  you  grat 
onto  a  bridge  with  your  fingertips 
as  the  barge  moves  under  you  at  5 
foot  and  a  half  per  second;  if  you'n 
smart,  you  remember  to  let  gc 
quickly  and  avoid  crashing  into  the 
upper  deck).  The  girls  tended  tc 
Gegene,  a  Border  collie  who  was 
along  for  most  of  the  trip,  and  tc 
Minou,  the  Warhol-like  cat.  Wc 
during  the  12th  century  and  now  a  verdant  retreat,  to  all  rode  bikes.  We  sat  on  the  deck  and  often  did  not  read 
which  we  walked  from  a  midday  barge  stop.  Later,  with  the  Saint  Louis  safely  tied  up  at  Gissev,  w« 


We'd  eaten  a  remarkable 
dinner  at  the  Hostellerie  du 
Vieux  Moulin,  a  Michelin  two- 
star  restaurant  in  Bouilland  in 
the  hills  above  the  valley.  Its 
chef,  Jean  Pierre  Silva,  offered 
an  all-truffle  meal  (we  declined) 
and  served  foie  gras  that,  with  a 


The  barge  has  a  phone 
that,  fortunately,  didnt 
work  most  of  the  trip. 


slipped  through  a  cattle  fence  anc 
dunked  ourselves  in  the  colcj 
Ouche  stream.  We  had  a  lovelj 
dinner,  with  the  napkins  foldec) 
like  flowers  for  the  women  ana 
girls  and,  for  the  men,  tuxedd 
jackets.  We  drank  our  Capitain 
Gagnerot  and,  near  midnight 


fine  sweet  Sauternes,  was  the  high  point  of  succulence  on  walked  in  the  last  light  before  nightfall, 
the  trip.  While  we  took  ourselves  to  dinner  (2880  francs, 


or  about  $625,  for  four  at  the  time),  the  restaurant  is  on  the     Lincoln  C  aplan  is  a  writer  living  in  Washington,  D.  C 


The  Saint  Louis  departs 
every  Sunday  from  Dijon 
until  mid-November  of  1996. 
The  weekly,  $3,00O-per-person 
rate  includes  all  meals,  wine,  open 
bar,  at  least  one  meal  ashore  at 
a  local  Burgundy  restaurant,  use 
of  bicycles,  and  chauffeured  and 
guided  sight-seeing  trips. 

To  book  passage  on  the  Saint 
Louis,  contact:  Saint  Louis 
International,  c/o  "The  Barge 
Lady,"  101  W.  Grand  Avenue,  Suite 
200,  Chicago,  IL  00610.  Phone: 
800-252-9400,  or  800-880-0071 ; 
fax:  312-245-0952. 

Other  charters  specializing 
in  Burgundy  barge  trips: 


French  Country  Waterways  offers 
four  different  itineraries  on  luxury 
hotel  barges  between  April  7  and 
October  27.  Weekly  rates  are  from 
$2,600  to  $3,300  per  person,  double 
occupancy,  with  bicycling,  daily 
sight-seeing  trips  and  all  meals 
(including  dinner  ashore  at  a 
Michelin  three-star  restaurant). 
P.O.  Box  2195,  Duxbury,  MA  02331. 
Phone:  800-222-1236,  or  617-934- 
2454;  fax:  617-934-9048. 

Frontiers  offers  several  different 
Burgundy  barging  itineraries, 
ranging  in  price  from  $3,000  to 
$34,000,  depending  on  the  barge,  the 
season  and  the  number  of  guests. 
All  excursions  include  day  trips,  but 


are  purposely  left  open-ended  to 
accommodate  the  individual  desires 
of  travelers.  P.O.  Box  959,  Wexford, 
PA  15090-0959.  Phone:  800-245-1950, 
or  412-935-1577;  fax:  412-935-5388. 


The  128-foot  luxury  barge  Etoile 
de  Champagne  will  wind  its  way 
through  Burgundy's  canals  on 
a  number  of  weeklong  excursions 
throughout  the  summer.  Cruises 
range  from  $3,300  to  $5,000  per 
person,  double  occupancy,  and 
include  all  meals,  wine,  an  open 
bar,  land  excursions,  museum 
and  chateau  entrance  fees  and  all 
round-trip  transfers.  88  Broad 
Street,  Boston,  MA  02110.  Phone: 
800-280-1492;  fax:  617-426-4689. 
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Lifter  One  Night  At  The  Sherry-Netherland, 
You'll  Never  Want  To  Stay  In  A  Hotel  Again. 


When  you  first  arrive  at 
The  Sherry-Netherland,  you 
may  have  the  same  reaction 
as  many  of  our  guests. 

"I've  never  seen  anything  I 


"titj^M  came  from.  Some  have 

marble  bathrooms,  hand- 
loomed  French  carpets, 
V*  crystal  chandeliers, 
i     We  even  have  a  library. 


like  this."  WtV%  mfW  W  J       ^  Ask  for  a  book  or  a  movie 

Which  is  hardly  surprising,     \%X  W  v    (     v      h  will  he  in  your  room  in 

because  there's  nothing  like  The  ^^^^( 
Sherry-Netherland.  Instead  of  the 
usual  crowded  hotel  lobby,  the  quiet 


'•JA    minutes.  And  we  have  the  best 
location  in  New  York.  Across 
from  Central  Park,  a  few  steps 
from  Bergdorf  Goodman,  Tiffany, 
and  F. A.O.  Schwarz  —  and 

ROMAN-GRECO  VASE 

in  one  of  our  suites    j  ust  a  short  walk  to 


la 

m 

m 

;% 

marble-columned  space  looks  like 
the  interior  of  a  classical  European 
building.  Which  is  understandable. 
It  was  inspired  by  the  Vatican  Library. 

Although  this  is  your  first  visit,  the 
concierge  greets  you  by  name,  as  will 

the  staff.  Of  which  we  have  two 
to  three  per  guest.  (At  a  hotel, 
the  reverse  is  true.) 

The  serendipities  continue. 
When  did  you  last  enter  an 
elevator  that  was  a  work  of  art? 
Where  a  white-gloved  oper- 
ator whisks  you  silently 
up  to  your  floor. 
The  suites  and  rooms  are 
another  revelation.  Some  contain 
antiques  worthy  of  the 
Vanderbilt  Mansion,  which 
in  many  cases  is  where  they 

even  our  clock  is  a  designated  landmark 


Rockefeller  Center. 

The  Sherry-Netherland 
is  not  a  hotel.  Rather,  it  is 
a  magnificent  residence 


HARRY  CIPRIANI'S 
RESTAURANT 
~  \   SERVES  YOU  IN 

THEIR  DINING  R00M- 
0R  IN  YOUR  SUITE 


|id— painted 
man  renaissance 
Seled  elevators 


owned  by  a  small  group 
of  exceptionally 
diffident  people  who 
live  there. 

It's  their  place  in  town 
If  you,  too,  would  like  to  enjoy  their 
kind  of  luxury,  we  invite  you 
to  call  Mr.  Louis  Ventresca  at 
212-355-2800. 
But  we  warn  you.  After  one  night 
with  us,  you  may  never  want  to  stay 
in  a  hotel  again. 

C7ie  SH€RRV-M€TH€RIAND 

Your  Place  In  Town 


Straight 
Outta 
Brooklin 


The  grain  in  Maine  is  shaved  mainly  by  the  plane 


By  Jonathan  Moore 


As  THE  SUN  BEGINS  HITTING  THE 

light  fog  that  has  come  ashore  over- 
night, people  shuffle  into  the  wood- 
working shop,  put  down  coffee  mugs 
and  find  their  tools.  Soon  small  talk 
gives  way  to  the  Whine  of  high-speed 
machinery  and  flying  wood  chips. 

It's  another  day  at  the  WoodenBoat 
School,  a  group  of  buildings  and  work- 
shops on  a  quiet  point  in  Brooklin, 
Maine,  about  an  hour  south  ot  Bangor,  '  ~r-z --^ssm. 

whose  mission  is  to  teach  boatbuilding  and  related  arts. 

Boatbuilding  isn't  your  mainstream  hobby.  It  might  be 
considered  more  an  academic  than  practical  pursuit — 
maybe  even  a  little  odd. 

Still,  about  700  students  come  here  each  year  between 

Photographs  By  Noel  Suthe 


June  and  October  for  boatbuildii 
and  basic  seamanship  courses.  Tl 
catalogue  lists  over  90  one-  and  tw 
week  classes,  such  as  Fundaments 
Of  Boatbuilding,  Celestial  Navig 
tion,  Building  The  Dory  Skiff,  evi 
Making  Friends  With  Your  Marii 
Diesel  Engine. 

"We're  providing  a  platform  f 
people  to  come  here  and  get  a  taste 
whatever  it  is  they  are  interested  in 
says  WoodenBoat  director  Rich  Hilsinger.  "They  can  pi 
sue  a  particular  construction  technique,  or  get  questio 
answered  for  projects  they  are  working  on." 

Up  to  20%  of  students  are  professionals  who  take  sp 
cialty  courses  to  further  their  careers,  Hilsinger  says. 

The  class  I  am  taking,  with  seven  otj 
R  L  A  N  D       ers,  is  Multi-Chine  Boatbuilding,  whic 
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despite  its  esoteric-sounding  name, 
deals  with  basic  techniques.  Our  main 
project  is  a  12-foot  sailing  dinghy  de- 
signed by  our  instructor,  Dave  Stimson, 
a  boatbuilder  from  Boothbay,  Maine. 

A  chine,  Dave  explains,  is  the  angle 
in  the  hull  where  planks  come  together. 
The  faceted  hull  of  a  multi-chine  boat 
performs  similarly  to  that  of  a  round- 
bottomed  boat,  but  is  easier  to  build. 

A  small  and  wiry  fellow  with  a 
slightly  owlish  look  behind  glasses  and 
a  beard,  Dave  assigns  us  to  work  on  var- 
ious pieces  of  the  project,  then  moves 
from  place  to  place,  assisting  and  advis- 
ing where  needed.  From  time  to  time, 
we  break  for  a  lecture  on  planking  or  beveling  technique, 
materials  we  are  using  or  a  design  choice  he  has  made. 

Construction  is  step-by-step:  Monday,  we  build  the 
form  mold — a  wooden  structure  that  will  support  the  boat, 
upside-down,  as  we  work  on 
it — and  also  measure  and  cut 
the  plywood  bulkhead  frames, 
using  a  life-size  lofting  draw- 
ing for  the  patterns.  Tuesday, 
we  assemble  the  frames  on 
the  form  and  begin  attaching 
the  longitudinal  stringers. 
Wednesday,  we  complete 
the  basic  skeleton  and  begin 
sheathing  the  hull  with  ply- 
wood and  cedar  planks.  By 
midday  Friday,  it  comes 
off  the  mold,  looking  like 
something  that  might  actu- 
ally float,  and  ready  for  the 
final  touches. 

I  had  expected  my  class- 
mates to  be  do-it-yourselfers 
wisely  preparing  for  the  day 
when  they  find  themselves 
stranded  on  an  island  and  in 
sudden  need  of  boatbuilding 
skills.  Or  maybe  rugged  New 
England  homesteaders. 

In  fact,  these  men — there's 
not  a  woman  among  them — 
are  from  all  over  the  country 
and  have  a  variety  of  reasons  for  being  here.  They  include 
a  guy  who  doesn't  much  like  to  go  on  boats  at  all  and  an- 
other fellow — from  Kansas — who's  never  even  seen  a 
wooden  boat  before.  There's  also  a  businessman  from 
Michigan  who  has  already  built  a  boat  many  times  more 
sophisticated  than  the  one  we  are  working  on. 

Several  of  the  students  are  taking  this  course  as  a  fol- 
low-up to  Elements  Of  Small  Boat  Design,  taught  by  Dave 
the  previous  week.  As  a  result,  our  class  discussions  occa- 


One  student,  from 
Ozawkie,  Kansas, 
is  bonkers  for 
wooden  boats — which 
is  curious,  because 
until  this 
week  he'd  never  laid 
eyes  on  one. 


sionally  touch  on  the  more  cerebral,  d 
sign  aspect  of  the  boatbuilding  proce; 

Dick  Baumann,  50,  owns  an  eng 
neering  consulting  firm  in  Detroit  ar 
builds  cabinets  as  a  hobby.  He  recent 
completed  an  1890s  design,  23-foj 
fantail  launch  with  an  electric  motor* 
kind  of  a  quiet-lake,  picnic-and-cocl 
tails  boat.  Now  that  he's  been  bitten  i 
the  bug,  he's  come  here  for  both  tfl 
design  and  multi-chine  courses  to  get) 
better  sense  of  exactly  why  boats  a: 
built  the  way  they  are. 

Dick  says  boatbuilding  gives  him 
chance  to  use  his  engineering  skills  in 
creative  project.  He  likes  the  addg 
challenge  curved  shapes  lend  to  the  woodworking. 

"When  you  look  at  those  curves  on  the  boat,  it's  a  grej 
feeling.  Out  of  a  pile  of  wood  comes  this  beautiful  shapi 
I  see  it  as  more  an  art  than  as  a  science,  and  that  is  appeal 

ing  to  somebody  who  wor| 
all  day  on  computers." 

Tim  O'Connor,  a  6j 
year-old  retiree  from  tl 
U.S.  Agency  For  Inte: 
national  Development,  hi 
been  coming  to  Wooden 
Boat  for  the  last  11  years,  ai 
though  he's  not  exactly 
boat  lover.  He  comes  bac 
because  he  enjoys  the  craft: 
manship  and  camaraderie ; 
well  as  the  quiet  beauty  < 
this  small  coastal  town.  . 
Ph.D.  in  medical  entomo 
ogy,  he  likes  the  opporti 
nity  to  work  with  his  hanc 
after  a  life  spent  fightin 
malaria  in  Third  Worl 
countries  from  Haiti  t 
Vietnam.  He  has  built  nir 
boats,  here  and  at  his  horr 
in  New  Jersey,  though  r. 
says  he  doesn't  have  muc 
use  for  them.  He  general] 
gives  them  away  to  frienc 
for  the  cost  of  materials. 
Jed  Siebert,  40,  is  hei 
from  Ozawkie,  Kansas.  He's  bonkers  for  wooden  boats- 
which  is  certainly  curious,  because  until  this  week  he' 
never  even  laid  eyes  on  one. 

"We  don't  see  wooden  boats  in  Kansas,"  says  Jed,  wh 
operates  scanning  machinery  at  a  publishing  compan] 
"Well,  there's  one  that  I  know  of;  it  was  in  someone's  yarc 
rotting."  Jed  is  here  with  his  wife,  Marti,  and  this  week: 
their  idea  of  a  honeymoon,  although  only  he  is  taking  th 
class.  Their  wedding  took  place  on  a  raft-up  of  sailboal 
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For  the  man  who  relishes  the  finer  things  in  life.  Briarwood  humidor  with  glass  top  keeps  cigars  properly  humidified,  350.00; 
briarwood  pocket  humidor,  holds  two  cigars,  125.00;  crystal  cigar  ashtray,  125.00;  crystal-base  cigar  lighter,  75.00. 
Available  in  selected  stores  only.  For  personal  shopping  assistance,  call  At  His  Service,  212-705-3030. 
To  order,  call  toll-free  1-800-555-SHOP,  ref.  #M494.  10.00  delivery  charge,  allow  2-4  weeks. 


on  the  lake  where  they  sail  their  33-foot 
sloop.  They  vowed  to  "heave-to  in 
stormy  weather  and  remain  patient  and 
loving  in  the  doldrums,"  Jed  says. 

How  does  someone  from  the  heart- 
land develop  a  life-altering  affection  for 
New  England-style  wooden  hoats? 
From  magazines  and  books,  Jed  says. 
His  dream  is  to  build  a  Herreshoff- 
design  sailing  dinghy,  and  he's  taking 
the  course  to  acquire  the  skills  he  needs. 

There's  plenty  to  learn.  By  the  end 
of  the  week,  we've  become  familiar  with  a  variety  of  saws, 
planes  and  compasses,  as  well  as  noxious  epoxies  and  a 
goopy,  marshmallow-creme  substance  called  Sika-flex. 
Dave  has  shown  us  how  to  use  a  block  plane  to  make  a 
lapstrake  joint  or  create  a 
"rabbet"  bevel,  and  to  use  a 
compass  to  "spile"  the  planks 
to  fit  the  hull.  (Don't  ask.) 

Learning  cool  stuff  alter- 
nates with  hours  of  tedious 
work,  such  as  epoxying  the 
stringers  in  place,  or  measur- 
ing and  cutting  the  plywood 
frames.  If  I  were  doing  this 
alone,  I  might  go  out  of  my 
mind  with  boredom. 

Or  maybe  not.  For  the 
most  part,  it's  enjoyable  work, 
and  it's  undeniably  rewarding 
to  watch  our  pile  of  raw  ma- 
terials slowly  take  the  shape  of 
a  boat.  There's  a  kind  of 
woodshop-at-summer-camp 
feeling  to  the  place  that  is 
deeply  relaxing. 

But  let's  face  it,  wooden 
boats  are  not  what  most  peo- 
ple have  in  mind  for  summer 
fun  on  the  water.  Harbors, 
lakes  and  rivers  from  Bar 
Harbor  to  San  Diego  are 
filled  with  fiberglass  and 
molded-plastic  craft  because 
most  owners  are  not  willing  to  spend  the  time  and  energy 
required  to  maintain  wooden  boats. 

For  others,  wood  is  a  kind  of  religion.  One  of  these  peo- 
ple is  Jon  Wilson,  a  Maine  boatbuilder  who  established 
WoodenBoat  magazine  in  1974 — and  the  school  in  1981 — 
partly  in  reaction  to  the  boom  in  plastic  boat  construction. 

The  object  was  to  keep  wooden  boatbuilding  traditions 
alive  in  the  face  of  encroaching  fiberglass,  as  well  as  to  stay 
abreast  of  changing  technologies.  The  school  and  maga- 
zine are  bigger  than  ever  today,  having  simultaneously  rid- 
den and  encouraged  a  resurgent  interest  in  the  craft. 

Hilsinger  is  especially  proud  of  the  role  WoodenBoat 


There's  a  woodshop- 
at-summer- 
camp  feeling  to  the 
place  that  is 
somehow  deeply 
relaxing. 


played  in  1990  in  an  unlikely  inte 
national  development  experiment, 
began  when  a  Peace  Corps  volunteer 
Honduras  thought  of  the  school  as 
possible  solution  for  a  dilemma  facir 
Miskito  Indians  there.  As  the  rainfore 
disappeared,  the  Indians  were  having 
hard  time  finding  trees  big  enough 
build  their  traditional  dugout  canoes. 

With  help  from  a  U.S.  governme 
grant — secured  after  three  years  of  bJ 
reaucratic  wrangling — 16  Miskito  boal 
builders  spent  six  weeks  at  the  school  learning  to  build  larj 
boats  with  small  pieces  of  wood.  Hilsinger  says  they  are  stj 
building  the  boats  they  learned  to  make  here. 

Our  own  week  ends  with  a  moment  of  boatbuilo 

ing  envy,  when  the  Fund 
mentals  Of  Boatbuildit 
students  in  the  adjacent  sh< 
complete  the  skiff  they  ha 
been  working  on  and  laun< 
it  in  the  bay,  with  no  smj 
amount  of  self-congratul 
tory  fanfare. 

We'll  have  to  experieni 
that  thrill  vicariously.  0 
boat  still  needs  seats,  flod 
boards,  rails  and  painti 
another  day's  work  at  leal 
Dave  says  he'll  use  it  in 
class  next  year,  to  teach  i 
multaneously  the  buildij 
and  finishing  of  a  mul 
chine  boat. 

I  am  genuinely  sorry. . 
looked  forward  to  seeing  c 
boat  in  the  water.  But  I 
satisfied  that  eventually 
will  be  a  floating  thing,  w\ 
a  personality  of  its  ovj 
something  that  was  design 
on  paper  and  built  by  harj 
by  us.  I'm  happy  to  ha 
been  a  part  of  it  and,  1 
what  it's  worth,  I'm  a 
handier  with  a  block  plane  and  band  saw.  Who  knov 
maybe  someday  I'll  build  a  boat.  • 


Jonathan  Moore  is  a  writer  living  in  Washington,  D 


Ship  Shaping 


The  WoodenBoat  School  offers  one-  and  two-week  courses 
at  around  $500  and  $800,  respectively.  Room  and 
board,  campsites  and  moorings  also  available.  Contact:' 
WoodenBoat  School.  P.O.  Box  78,  Brooklin,  ME 
04616:  800-273-7447,  fax  207-359-8920. 
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REMBRANDT  CAN  GET  EVEN  CLEAN  TEETH 

2  SHADES  WHITER. 


'ROFESSIONALTIP! 

JOW  FOR  EVEN  FASTER,  WHITER. 
RIGHTER  TEETH.  ASK  YOUR  DENTIST 
BOUT  THE  NEW  REMBRANDT 
CCELERATE™  BLEACHING  SYSTEM. 


1996  Den-Mat  Corp. 


AND  PROTECT  THEM 
FROM  STAINS 
BETWEEN  BRUSHINGS. 

Get  your  teeth  whiter. 

And  whiter. 

Get  rid  of  coffee, 

tea  and  tobacco  stains. 

All  with  less  abrasion  than 

any  other  leading  toothpaste. 

And  Rembrandt,  with  fluoride, 

is  exceptionally  effective 

at  reducing  cavities, 

plaque  and  tartar. 

Maybe  that's  why  it's  #1 

with  dental  hygienists. 


<  IE  AT  ED  BY  ONE  DENTIST.  DISPENSED  BY  MORE  THAN  70,000  OTHERS. 

Call  1-800-548-3663  or  visit  us  at  http:/ / www.rembrandt.com 
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Summer  suits,  like  summe 


Prices  approximate; 
for  details,  see  page  106. 
Tropical-weight  wool 
three-  piece  suit,  $1,287, 

PLANTER'S 

PUNCH 

cotton  shirt,  $60,  and 
madras  bow  tie,  $17,  by  paul 
Stuart.  Cotton  pocket 

SQUARE  BY  PoLO  BY 

Ralph  Lauren.  Gold 
watch  by  Omega. 


ON 

:ktails,  are  all  about  the  right  mix 


Cream  silk  three-button 


suit,  $995,  by  Ralph 

GIN  &  TONIC 

Lauren  Collection. 
Cotton  spread-collar 
shirt,  $73,  silk  tie  and 
pocket  square  by  polo  by 
Ralph  Lauren.  Shoes  by 
Ralph  Lauren  Footwear. 


ICE 

mm 

*  OHt  BAG  fiflUSH? 


Produced  and  Styled  by  Mark  Grischke 
Photographs  by  J.  Michael  Myers 


mm 


Silk  shantung  suit  by 
Hickey-Freeman  Custo- 
mized Collection.  $2,000. 


WHITE  WINE  SPRITZE 


Silk  shirt,  $155,  and  pocket 
square  by  Polo  by  Ralph 

Lauren.  Silk  tie  by  Robert 
Talbott.  $105.  Rose  gold 
watch  by  longines.  $2,095. 


1 


<*kA  H\ev\  fUeve's  }<w\<*\c<a  Jamaica. 


^■1 

The  difference  is  Super-Inclusive.  Here  ^% 
the  golf  course  is  PGA-quolity.  The  scuba, 
Jamaica's  best.  The  horseback  riding,  magical. 
The  dining,  gourmet.  The  cocktails,  premium  brand. 
The  entertainment,  hot.  The  choices  are  all  yours 
for  one  upfront  price.  With  tipping  simply  not  permitted.  Jamaica  Jamaica, 
so  much  that's  so  good  we  named  it  twice.  For  a  complete  brochure 
call  your  travel  agent  or  SuperClubs  at  1  -800-859-SUPER/Ext.  490. 


JAMAICA 
JAMAICA 


a  SuperC^hs'  Super -Inclusive  Resort. 


Today,  the  proud  Beretta  heritage  finds  expression  in  classic  tweeds,  rich  silks, 
adventurous  field  clothing,  accessories  and  fine  sporting  arms.  Each  is  created  for  those 
who  share  a  passion  for  tradition  and  a  penchant  for  style.  ST\ 


See  them  all  at  the  Beretta  Gallery.  Now  in  New  York. 

"  BERETTAGALLERY 


GRASSHOPPER 

1  oi.  Creme  de  Menthe 
1  oi.  Creme  de  Cacao 
%  oi  fresh  cream 
shake  well  with  ice  strain  into 
champagne  (Uss 


•  7/8  Madison  Auenue  iBetween  63rd  and  64lh).  New  York.  NY  10021  12121  319-3235 

•  317  South  Washington  Street.  Old  Town  Alexandria.  VA  22314  17031  739-0596 
or  call  1-800-528-7453  for  the  Beretta  catalog. 


FASHION 
CREDITS 

ALDEN  SHOE  COMPANY: 

800-325-4252  for  stores  and  infor- 
mation 

HIC  KEY-FREEMAN: 

Cedric's,  Edina,  MN;  and  by  special 
order  at  Bergdorf  Goodman  Men] 
New  York,  and  all  Saks  Fifth  Avenuq 
stores 

LONGINES: 

All  Tourneau  stores,  or  800-897-947; 

OMEGA: 

All  Tourneau  stores,  or  800-766-634: 

OXXFORD  CLOTHES: 

select  Neiman  Marcus,  Barneys  and 
Saks  Fifth  Avenue  stores 

PAUL  STUART: 

Paul  Stuart,  New  York  and  Chicagoj 
800-678-8278 

POLO  BY  RALPH  LAURENI 

cotton  shirt  and  silk  shirt,  Polo/RalpTi 
Lauren,  New  York  and  Beverly  Hills 
800-775-7656 

RALPH  LAUREN 
COLLECTION: 

silk  suit,  Polo/Ralph  Lauren,  Nev 
York,  800-653-7656 

ROBERT  TALBOTT: 

Bergdorf  Goodman  Men,  New  Yorl^ 
Mark  Shale,  Chicago;  and  all  Nord| 
strom  stores.  • 


Why  some  of  the  biggest 
nanmacturers  refuse  to  make 
hirts  for  us. 


\ure,  they  want  the  business. 

^   But  not  when  they  hear 
\\)  how  finicky  we  are  about 
ii'jrything  that  goes  into  a 
lids'  End  Buttondown. 

1 7rom  the  fit  and  the  fabric,  to 
li-  stitching  of  the  buttonholes. 
:i3efore  you  buy  anybody's 
)  tondown,  just  consider  what 
ms  into  ours: 

v\  classic  fit.  Some  compa- 
cts go  overboard;  they  cut  off- 
li-shoulder,  with  big,  blousey 
[  jnholes.  When  you  put  a  jack- 
Si  >n,  the  fabric  bunches  up. 

Our  shoulders  are  a  little 
li  re  relaxed  than  years  gone  by. 
lit  the  cut  is  still  traditional. 

;>o  there's  no  bunching  up  -  and 
M  look  better. 

\  longer  sleeve  placket.  Tip  to 

}j;f,  ours  is  6  an  inch  (or 
Ire)  longer  than  others.  This 

makes  it  easier 


i  ay  out  the  sleeve  for  ironing, 
i;  Is  to  your  comfort.  Note  the 
::  ra  button:  an  Old  World  touch. 

monger  shirttails,  which  stay 
ked  in.  Some  shirtmakers 
i  >reviate  their  tails  to  save  on 
iWric.  Ours  are  longer 
:il"ormore.  ,'•  - 

i  deep  chest  pocket.  \ 

■I  Ids  eyeglasses  or 
: <  is  securely,  so  they 
»  n't  fall  out. 


A  supple,  natural  roll  collar. 

Some  shirtmakers  line  collars  with 
a  cheap  polyester.  In  washing, 
it  reacts  differently  than  cotton, 
producing  crinkles. 

Our  collars  have  a  natural  lining 
we  discovered.  It  shrinks  just 
like  cotton:  your  collar  stays 
neater. 

Buttons  that  defy  even 
a  commercial  laundry. 

Our  new  buttons  are  made 
of  the  same  tough  resin  used 
in  bowling  balls  and  boat  hulls. 

Grommets  behind  collar 
buttons.  Soft  pads  inside  the  shirt 
to  keep  the  buttons  from  ripping 
through.  Most  manufacturers  omit 
grommets  -  buttons  must  fend  for 
themselves. 

Each  buttonhole  has 
120  lock  stitches.  Most 
shirtmakers  use  fewer 
stitches  -  90  to  100  stitches 
per  buttonhole.  Ours  hold 

|     up  better:  you  have  to 

I     work  to  fray  one. 


Strong,  single -needle 
stitching  on  shoulder  and 
armhole  seams.  The  seams 
lie  flat,  feel  smooth. 
(Many  manufacturers 
can't  do  single-needle 
work.) 

Know  what?  We've 
run  out  of  space,  and 
still  haven't  covered 
everything. 

We've  only  found 
two  manufacturers 
who  can  build  shirts 
our  way.  But  when 
you  put  on  our 
Buttondown  -  and  see 
how  you  look  -  you'll  agree  that 
being  picky-picky  has  paid  off. 

Fact  is,  you  can  pay  two  or  three 
times  as  much,  and  still  not  get  all 
our  features. 
Why  not  call  for  our  catalog? 
Where  we  can  really  tell  you 
about  our  shirts.... 
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For  our  free  catalog,  call  anytime, 
24  hours  a  day 

1-800-356-4444 

Please  mention  ad  |  HJ 

Name  


Address . 


Apt. 


City- 


Statr  . 


Zip  . 


Day/Nighl 

Phone  :  I  " 

Mail  to:  1  Lands'  End  Lane,  Dodgeville,  WI  53595 
E-Mail:  catalogs-hj@landsend.com 


I'm  Not  Half  The  Man 

Anthony  Brandt  was  once  fat  and  in  denial.  Today,  50  pounds 


LOSING  WEIGHT  IS  AS  EASY,  INTELLEC- 
tually  speaking,  as  falling  off  a  log.  As 
shooting  fish  in  a  barrel.  As  switching 
channels.  If  you'll  pardon  the  expression, 
as  pie.  It  is  not  rocket  science.  You  do  not 
need  a  college  degree.  Here  it  is,  folks,  the 
two-step  program  any  five-year-old  can  understand. 

(1)  Eat  less. 

(2)  Exercise. 

I  could  tart  it  up  for  you,  talk  about  fat  grams,  complex 
carbohydrates,  aerobic  capacity,  waist-to-hip  ratios,  lac- 
tate thresholds,  but  the  truth  is,  you  don't  need  to  know 
about  all  that.  I  have  done  it  tor  you,  read  the  books,  fol- 
lowed the  plans;  I  have  kept  food  and  exercise  diaries, 
worked  on  my  maximum  oxygen  uptake,  lifted  weights, 
read  package  labels. 

And  I  did  it.  In  a  year  and  a  half  I  lost  50  pounds.  More 
to  the  point,  a  year  later,  I  have  kept  it  off. 

And  here's  what  I  learned.  Here's  how  you  lose  50 
pounds.  You  lock  the  door  to  your  kitchen.  You  buy 
sneakers,  go  outside  and  you  run;  or  else  you  row,  row,  row 
vour  boat  or  ski  cross-country  or  get  on  your  bike.  And 
you  do  these  things  consistently,  again  and  again  and 
again — and  again— over  a  long  period  of  time.  The  weight 
melts  away.  The  fat  in  your  body  turns  to  carbon  dioxide 
in  your  blood,  you  breathe  it  out  and  it  vanishes  into  the 


air.  A  biochemical  miracle.  Anybody  can  do  this.  Any 
body.  You  could  do  this. 

All  you  have  to  do  is  master  your  craving  for  ice  crearr 
Your  dependence  on  double  martinis.  Your  taste  for  Oreq 
and  Snickers  bars.  You  need  only  forgo  your  lunches  a 
Avoirdupois.  Give  up  the  most  reliable,  most  intense,  moi 
satisfying  pleasure  in  life,  a  slice  of  cheesecake.  Then  fin 
an  hour  or  so  every  day  or  two  in  your  insanely  stressec 
out,  frenzied,  deeply  problematic  life — -where  the  meeting 
are  nonstop,  the  deadlines  always  imminent,  your  fliglj 
never  on  time — to  work  out.  To  sweat,  and  gasp  for  ail 
until  you  think  you're  going  to  die.  Until  you  feel  real  pah 

It's  all  so  simple. 

Why  doesn't  everybody  do  it? 

Let  me  tell  you  why  I  did  it.  Fifty-eight  millio 
Americans,  a  full  third  of  the  adult  population  of  the  cour 
try,  are  walking  around  with  their  guts  spilling  unattrac 
tively  over  their  belts.  This  fact,  besides  making  the  streej 
an  aesthetic  disaster  area,  is  blowing  health  costs,  whio 
we  are  all  paying,  through  the  roof.  It's  a  national  problel 
that  is  lamented  regularly  in  The  New  York  Times.  It  ha 
made  the  cover  of  Time.  It  is  serious  enough  to  make  yq 
wonder  whether  french  fries  and  eggs  Benedict  shouldn 
be  regulated  as  controlled  substances. 

It's  not  a  problem  of  ignorance.  Everybody  knows  whi 
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c titer,  he's  a  most  happy  fella 


know,  that  is,  how  to  lose  weight.  The  question  really  is 
rhy  don't  we?  What  does  it  take  to  motivate  Americans  to 
t  on  a  treadmill? 

In  my  case,  what  it  took  was  vanity.  We  all  have  inci- 
tes of  ourselves.  Mine  was  of  a  tall,  lean  man,  63",  weigh- 

g  about  190  pounds,  with  long  legs,  not  drop-dead 
indsome  but  not  bad,  someone  who  looked  good  in 
othes,  a  Gary  Cooper  type.  That's  what  my  mirror  fed 

ck  to  me  through  the  first  half  of  my  adult  life.  I  played 


indoor  badminton,  the  fastest  of  the  racquet  sports,  I  hiked 
a  great  deal  with  my  wife,  I  worked  in  my  garden.  I  was 
fairly  fit,  fairly  strong. 

Then  it  started.  My  metabolism  slowed  down  as  I 
aged,  so  I  needed  less  food;  but  the  news  didn't 
reach  my  pleasure  principle,  so  I  kept  on  eating  for  two 
(myself  and  my  former  self),  and  it  began  to  show.  As  I 
got  older  I  got  busier,  trying  to  stay  one  step  ahead  of  the 
mortgage,  car  payments,  insurance  premiums  and  all 


Time  first  da 

Trail  I  developed  blood  blisters  on  my  feet  so 


the  other  costs  of  success.  Does  this  sound  familiar? 

Now  your  wife  goes  on  hikes  without  you;  you  stay 
home  because  it's  the  only  time  you  have  to  finish  the  brief 
or  the  sales  report  or  figure  out  which  mutual  fund  has  the 
ball.  You  begin  to  get  a  tad  flabby.  Half  desperate,  aware 
of  what's  happening  to  you,  you  free  up  some  time  at  last 
and  tell  yourself,  hey,  I'll  take  a  serious  hike,  200  miles, 
camp  out,  get  back  to  nature  and  back  in  shape.  You  buy  a 
lot  of  expensive  equipment  and  set  forth. 

Pay  attention.  This  actually  happened  to  me.  The  first 
day  out  on  the  Appalachian  Trail  I  developed  blood  blis- 
ters on  my  feet  so  bad  that  I  had  to  pound  on  somebody's 
door  and  call  home  to  be  picked  up  and  driven  back  to  civ- 
ilization. This  dampened  my  enthusiasm  for  the  woods; 
indeed,  it  sparked  a  full-blown  midlife  crisis.  My  wife  and 
I  split  up.  I  moved  in  with  someone  who  never  exercised 
at  all  and  lived  with  her  for  four  lethargic  years.  And  be- 
fore I  knew  it,  I  wasn't  merely  out  of  shape,  a  bit  lumpy 
here  and  there.  I  was  fat.  F.A.T.  Naturally,  I  denied  it. 
Indeed,  I  started  avoiding  mirrors  altogether  and  turned 
denial  into  an  art  form.  Me,  fat?  Me?  Please. 

Y  NEW  WIFE  WOULD  LIKE  TO  TAKE  CREDIT  FOR 

reversing  this  trend.  She  is  fit  and  trim  and 
exercises  regularly,  wins  or  at  least  places  in 
her  age-group  in  road  races  and  drinks  torn  shakes  for 
lunch.  But  she  didn't  really  have  much  to  do  with  it.  I  am 
convinced  that  a  man  will  not  do  anything  to  improve  his 
appearance  for  the  sake  of  a  woman  if  he  has  already  mar- 
ried her.  I  remember  when  we  first  moved  in  together,  she 
persuaded  me  to  go  running  with  her  one  day,  and  we 
went  to  a  park  and  she  took  off  down  a  road  and  I  tried  to 
keep  up,  but  she  was  out  of  sight  within  a  couple  of  hun- 
dred yards.  Then  a  skunk  wandered  across  my  path.  I 
turned  around  at  once  and  walked  back  to  the  car.  She 
showed  up  half  an  hour  later,  flushed,  panting,  happy. 
"Did  you  see  the  skunk?"  I  asked. 
"What  skunk?"  she  replied. 
"The  one  that  threatened  me." 

I  never  ran  again.  I  didn't  look  all  that  fat  (or  so  I  told 
myself).  In  a  loose  sweater  I  looked  almost  trim,  if  you 
didn't  stare  too  hard.  When  someone  asked  me,  as  my  wife 
did  all  the  time,  how  much  I  weighed,  I  would  say,  oh, 
about  220.  But  I  avoided  scales.  I  had  no  idea  how  much 
I  weighed.  Two-twenty  sounded  about  right. 

Finally  I  did  get  on  the  scale,  in  November  1992. 1  was 
56  years  old.  I  set  the  big  weight  on  200,  the  little  one  on 
20.  The  end  of  the  beam  never  budged.  I  moved  the  little 
weight  to  25.  To  30.  Starting  to  sweat,  I  moved  it  to  35. 


Zilch.  At  40  I  began  to  wonder  what  happened  to  yoi 
when  you  went  into  shock.  The  beam  balanced  at  last  aj 
243  pounds.  Egad.  Oh  dear.  Alas.  I  could  deny  it  na| 
longer.  I  wasn't  just  plump,  or  chubby,  or  a  little  out  oi 
shape.  I  belonged  to  that  whole  other  statistical  category 
When  the  health-care  types  talk  about  "the  obese,"  thej 
are  talking  about  me. 

That's  what  did  it  for  me.  It  was  unbearable,  unthinki 
able  that  I  should  be  "obese." 

THE  HOW,  AS  I  SAY,  WAS  SIMPLE.  I  GOT  ON  MY  BIKBi 
and  pedaled  long  distances.  I  went  hungry.  I  put 
skimmed  milk  on  my  cereal,  ate  fruit  with  nonji 
fat  cottage  cheese  for  lunch,  stopped  eating  red  meat  mora 
than  once  a  week,  stopped  eating  meat  altogether  three  0 
four  times  a  week,  never  touched  an  egg,  tried  to  cut  rrp 
alcohol  intake,  gave  up  the  apple-crumb  muffins  I  love  s<i 
much,  ate  fat-free  pretzels  for  snacks  if  I  had  to  have 
snack.  I  lifted  weights  once  or  twice  a  week  to  keep  fronj 
losing  too  much  muscle  (you  lose  muscle  as  well  as  f  at  whet 
you  starve  yourself). 

The  weight  came  off  gradually,  kicking  and  screaming 
I  hit  plateaus,  weeks  where  nothing  changed  but  rrr 
mood.  I  lapsed  from  time  to  time.  But  I  never  lost  sigh) 
of  the  goal.  In  my  closet  languished  a  dozen  expensiv 
shirts  I  could  no  longer  get  into.  I  wanted  to  get  into  then] 
again.  At  227  pounds  friends  took  pictures  of  us  on  a  trij 
to  Seattle.  I  still  looked  awful.  It  made  me  angry.  It  mad 
me  work  harder.  At  220  pounds,  in  December  1993,  an 
other  friend  bet  me  that  he,  at  219,  could  get  to  200  pounq 
before  I  did.  We  set  a  date,  April  1.  The  prize  was  a  mer 
$100,  but  it  was  motivating.  On  March  31, 1  weighed  in  i 
199.  He  still  weighed  219. 

Now  it  was  spring,  I  could  get  on  my  bike  again,  and 
lost  the  rest  of  it  in  no  time  at  all.  If  I  may  say  so  mysell 
I  looked  great.  People  noticed.  I  would  go  to  cocktail  par 
ties  and  my  friends  would  come  up  and  tell  me  how  terrifii 
I  looked.  Yes!  I  went  to  the  city  and  women  began  t 
check  me  out  again.  I'm  aging,  but  I'm  trim!  My  face  look 
so  much  better  when  it's — how  shall  I  say  it — chiseled. 
had  my  pants  taken  in.  What  a  thrill!  My  wife  was  happie 
than  she  wanted  to  say.  I  was  close  to  ecstatic. 

It  was  vanity  that  did  it.  I  am,  it  turns  out,  profoundl 
vain,  not  simply  about  my  appearance  but  about  will,  pur 
pose,  perseverance,  my  ability  to  do  what  I  set  out  to  do 
I  became  competitive  to  the  point  of  malice.  I  learned  tl 
look  forward  to  being  in  the  gym  when  some  poor  heavH 
set  slob  came  in,  clearly  on  doctor's  orders,  in  brand-nev 
sweats  (always  a  size  too  small)  and  the  instructor  took  hir 
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lad  tO  pound  On  someone's  door  and  call  home  to  be  driven  back  to  civilization. 


iound  and  showed  him  how  to  use  the  machines.  He'd 
imb  on  an  exercise  bike  beside  me  and  there  I  am,  blow- 
g  off  550  or  600  calories  at  high  levels  of  exertion.  I 
ould  raise  my  level,  just  for  his  benefit,  just  so  he  knew 
k  would  never  catch  up,  even  if  he  pedaled  for  a  month. 
Especially  liked  it  if  he  was  ten  or  fifteen  years  younger. 

Long  live  vanity!  Some  people  are  vain  about  their 
joks;  for  me,  looks  became  a  symbol.  I  was  still  boss,  if 
uly  of  myself.  A  couple  of  months  ago  my  wife  and  I  were 
a  our  bikes  and  breezed  past  two  Generation  Xers  half 
Ir  age.  One  of  them  called  out,  "Hey,  you're  making  us 
|ok  silly."  I  shot  back,  "Yeah,  but  we're  a  lot  younger  than 
>u."  You  need  to  be  permanently  vain  because  there  is  a 
!)wnside  to  all  this.  Going  hungry  makes  you  irritable, 
Id  you  have  to  go  hungry.  Eat  All  You  Want  And  Lose 
f  eight  Fast,  the  ads  say.  Don't  you  believe  it. 

You  have  to  turn  down  the  cheese-and-crackers,  refuse 
le  piece  of  chocolate  cake  from  Zabar's,  make  your  host- 
Is  think  you  don't  like  her  food.  You  may  have  done  it, 
fit  you're  not  done.  You  cannot  get  off  the  bike  or  resup- 


ply  your  freezer  with  Cherry  Garcia.  Staying  thin  is  a 
lifestyle.  Every  year  something  like  80  million  Americans 
lose  weight.  Within  five  years,  95%  of  them  have  gained  it 
back.  You  must  make  a  habit  of  exercise  and  self-denial. 
This  is  not  fun.  Your  body  wants  to  be  fat.  Your  body  is 
still  living  in  a  cave  somewhere  thousands  of  years  ago  in 
the  Pyrenees.  To  your  body,  fat  is  a  form  of  insurance 
against  the  day  when  the  mastodon  meat  runs  out.  Your 
body  remembers  the  Ice  Age. 

So  you  can  never  again  indulge  your  appetite,  except  on 
isolated  occasions.  But  that  air  of  moral  superiority  you 
will  carry  around  with  you  will  more  than  make  up  for  it. 
When  you  see  an  article  in  the  paper  about  "America's 
weight  problem,"  you  will  smile  to  yourself.  What  weight 
problem?  The  satisfaction  will  be  greater  when  your  over- 
weight friends  come  up  to  you  and  want  to  know  how  you 
did  it.  Smiling  beatifically,  you  will  pat  your  stomach  and 
say,  "It's  all  in  the  mind."  • 

Anthony  Brandt  is  a  writer  in  Sag  Harbor,  New  York. 
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THE  ADVENTURE  LASTS  A  LIFETIME" 


— (on  the  other  hand)H= 

Let  Us  Now  Praise 


Historically,  there  are  some  good  reasons  why  humans  crave  a  fatty  diet 


By  Eugene  Linden 


It  is  possible  to  starve  to  death  eating  lean  meat. 
I'm  not  making  this  up.  The  ancient  tribes  of  the 
West  knew  this  and  would  not  eat  female  bison 
in  the  spring  because  nursing  and  pregnant  bison 
cows  burned  off  their  fat  reserves  during  the  winter 
months,  leaving  few  calories  in  their  flesh  that  might 
help  the  natives  to  digest  the  pure  protein  of  the  meat. 
Explorers  like  Randolph  Marcy  discovered  this  truth 
the  hard  way.  Members  of  his  1856  expedition  to 
Wyoming  continued  to  weaken  and  lose  weight  even 
though  they  consumed  six  pounds  of  horse  and  mule 
meat  a  day.  The  problem:  the  horses  and  mules  were 
so  starved  that  their  meat  had  no  fat. 

Such  stories  fire  the  imaginations  of  fat  lovers.  We 
constantly  remind  ourselves  that  most  of  human  history 
has  been  a  battle  to  find  fat,  not  avoid  it.  We  note  that 
the  scrawny  rickshaw  drivers  of  Bombay  and  Calcutta 
used  to  put  away  thousands  of  calories  a  day  and  yet  never 
gain  an  ounce.  And  is  it  not  true  that  the  Japanese,  an 
ethnic  group  perpetually  trotted  out  by 
researchers  as  exemplars  of  sensible  eat 
ing  (they  even  call  their  parliamen 
the  Diet),  spend  fortunes  to 
buy  Matsusaka  beef,  which 
comes  from  Wagyu  cattle 
that  have  been  pampered  and 
beer-fed  to  the  point  that  the 
animals  resemble  mounds  of 
fat  with  hooves,  horns  and 
contented  expressions? 

It  is  no  accident  that  fat 
adds  taste  to  foods:  evolution 
is  reinforcing  our  urge  to 
eat    something    that  we 
need  in  order  to  survive. 
Knowledgeable  explorers  of 
the  rain  forest  pork  up  before 


expeditions  because  the  extra  weight  gives  them  reserves 
of  energy  should  they  fall  ill  while  in  the  forest.  At  the 
beginning  of  one  trip  that  took  me  into  a  remote  area 
of  northern  Congo,  the  seasoned  botanist  leading  the 
trip  told  me  how  pygmy  trackers  would  pat  his  protrud- 
ing stomach,  and,  nodding  with  approval,  say,  "Money!" 

This  piece  of  bush  savvy  was  music  to  my  ears,  and 
in  the  forest  I  consumed  every  fattening  food  imagin- 
able, confident  that  I  was  going  to  burn  it  off  slogging 
down  sweltering  trails.  (In  fact  I  lost  17  pounds  in  12 
days.)  At  the  end  of  the  trip  I  nodded  wisely  when  I 
heard  that  a  Japanese  researcher,  emaciated  from 
months  in  this  same  jungle,  had  nearly  died  from 
malaria.  Of  course  she  got  sick,  I  reasoned — she  had 
little  strength  to  fight  the  invading  microbes. 

Unfortunately,  I  don't  get  to  the  forest  as  often  as  I 
should,  though  I  have  admirably  built  up  my  reserves  of 
"energy"  for  the  next  adventure  whenever  it  comes.  Nor 
am  I  a  rickshaw  puller.  In  fact,  I  spend  most  of  my 
time  in  front  of  a  computer  screen,  hardly 
the  situation  nature  envisioned  when 
evolution  created  our  cravings. 

Come  to  think  of  it,  my 
lifestyle  has  disturbing 
similarities  to  that  of 
the  cattle  that  become 
Matsusaka  beef.  And 
so,  while  I  secretly 
pray  for  a  credible 
study  exonerating 
fat,    I    have  been 
cutting  back  on  rich 
foods.    Unlike  our 
hunting  and  gathering 
ancestors,  I  may  well  live  past 
90 — but  I  may  also  hate  every 
minute  of  it.  • 
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Section  call  Linda  Loren  at  212-620-2440  or  fax  212-620-2472. 


-Bargain 
Books 

America's  Biggest  Selection 
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Gentlemen 
Prefer  Stripes 


Striped  neckties  are  getting  harder  to  find. 
However,  at  Ben  Silver  we  have  expanded  our 
collection  of  extraordinary  and  authentically 
striped  pure  English  silk  handmade  neckties 
to  provide  the  finest  as  well  as  the  largest 
selection.  Call  for  our  84  page  color  catalog 
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Forbes    Trinchera  Ranch 


Bring  The  Level  Of  Your  Next 
Meeting  To  New  Heights. 


You  get  a  different  perspective  from  up 
here,  high  in  the  Southern  Rockies  of 
Colorado. You're  in  the  midst  of  250  magnifi- 
cent square  miles  known  as  Forbes  Trinchera- 
the  perfect  getaway  from  the  stresses  of  the 
corporate  world. 

Your  accommodations,  which  include  an 
experienced  professional  staff  of  fifty,  fit  per- 
fectly into  the  natural  setting  of  this  property. 

Here,  you're  surrounded  by  majestic  beau- 
ty. Lofty  peaks  scrape  the  blue  Colorado  sky- 
the  highest  reaching  14,345  feet. 

The  air  is  so  clear,  fresh  and  clean  that  you 
feel  invigorated,  revitalized  and  re-generated. 


You  will  accomplish  much  more  at  your  meet- 
ings. 

And  after  work,  there's  play.  More  than 
forty  miles  of  trout  filled  streams.  Miles  of 
trails  to  hike  on  and  discover.  Skeet  shooting. 
Horseback  riding.  And  you're  not  that  far 
from  a  challenging  golf  course. 

Let  our  altitude  give  your  next  meeting  a 
fresher  attitude.  If  you'd  like  a  closer  look,  call 
1-800-FORBES-5. 
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A  Forbes  Executive  Retreat 


Ten  years  ago,  Reagan  and  Gorbachev  played  brinksmanship  in 
Reykjavik.  Reagan  biographer  Edmund  Morris  retraces  the  steps  that 
led  to  the  end  of  the  Cold  War,  and  finds  Iceland  surprisingly  warm 


4t  7p.m.  on  October  12, 1986, 
angry  Reagan  terminated  talks, 
fe  wasn't  budging  on  Star  Wars. 


i^zm  ill 


en  years  ago  this  September,  Ronald  Reagan  stepped  off  the  White 
House  podium  after  announcing  that  he  would  meet  urgently  at 
Reykjavik  with  Mikhail  Gorbachev,  and  caught  sight  of  me  stand- 
ing aghast  at  the  exit  door.  It  had  been  the  most  dra- 
matic press  release  of  his  presidency.  Reporters  were 
tripping  over  camera  cables  in  their  rush  to  get  on  the 
air.  "Oh,  Edmund,"  said  Reagan  calmly.  "About  that 
swimming  hole." 

Two  hemispheres  were  throbbing  to  the  prospect  of 
a  breakthrough  in  superpower  relations,  and  here  he 
was  wanting  to  discuss  the  dimensions,  and  frog  con- 
tent, of  some  damn  pond  in  Illinois,  circa  1919.  All  I 
could  think  about  was  Iceland,  circa  1986,  and  the  ab- 
solute necessity  of  getting  a  place  on  the  delegation. 
Reagan's  silky  voice  maundered  on  peacefully.  I  fought 
the  urge  to  dive  between  his  legs  and  sprint  for  the 
Chief  of  Staff  s  office,  where  Don  Regan  was  probably 
handing  out  the  last  few  seats  on  Air  Force  One.  Nobody 
who  has  not  seen  White  House  staffers  scrambling  for 
precedence  can  possibly  imagine  the  frenzy  when  a  summit  is  in  the  offing. 

"Thank  you  very  much,  Mr.  President,"  I  said  at  the  end  of  an  extended 
monologue  on  the  Australian  crawl.  Sixty  seconds  later  I  was  trying  to  con- 
vince a  cold-eyed  Don  Regan  that  he  would  go  down  in  literature  with 
Bluebeard  if  he  did  not  invite  me  along.  "This  is  history,  Chief,"  I  babbled. 
"How  would  it  be  if  Erik  the  Red  hadn't  let  a  scribe  onto  his  longboat?" 

Actually  Erik's  fame  was  spread  by  word  of  mouth,  but  I  hoped  Regan 
didn't  know  that.  "Forget  it,"  the  Chief  snarled.  "Hell,  I've  even  had  to  bump 
Cap  Weinberger.  Every  hotel  bed  in  Reykjavik's  already  taken.  George 
Shultz'll  be  lucky  if  he  doesn't  have  to  double  up  with  Paul  Nitze." 

Landscape  photographs  by  Macduff  Everton 


Zils  and  Caddys  make for  Hofdi  House,  the  meeting  place 
overlooking  Reykjavik  Bay  that's  said  to  be  haunted. 


"I'll  sleep  on  rope  down  by  the  docks.  Just  let  me  watch 
the  President  give  it  to  Gorby." 

Regan  shook  his  head.  "Sorry,  principals  only.  When 
you  see  the  size  of  the  place  they're  meeting  in,  you'll  un- 
derstand why." 

IT  TOOK  A  FEW  YEARS,  BUT  I  EVENTUALLY  MADE  IT  TO 
Iceland,  and  paced  out  the  little  room  where  the  two 
leaders  clashed,  and  understood  a  lot  more,  perhaps, 
than  I  would  have  if  I'd  squatted  by  the  keyhole  that  dark 
and  bewildering  weekend.  I  viewed  Hofdi  House  in  his- 
torical as  well  as  logistical  proportion,  and  "Reykjavik"  as 
just  another  summit,  albeit  a  stormy  one,  in  the  long 
cordillera  stretching  back  to  Yalta.  And  I  saw  (during  one 
of  the  most  radiant  weeks  of  weather  it  has  ever  been  my 
fortune  to  enjoy)  Iceland  itself  as  a  testing-ground  of  forces 
greater  than  all  the  nukes  in  Europe. 

I  arrived  shortly  before  dawn  at  Keflavik  International 
Airport,  and  got  at  least  some  of  the  gloomy  impression 
driving  into  town  that  Reagan  got  driving  out,  after  the 
summit  failed.  No  trees;  no  visible  vegetation;  only  black 
and  carbuncled  lava,  spreading  on  the  one  hand  toward 
black  sea,  and  on  the  other  toward  dead,  distant  volcanoes. 
But  whereas  he  saw  this  landscape  under  drizzle,  in  gath- 
ering dark,  I  was  soon  the  beneficiary  of  rosy  sunlight.  The 
long  shadow  of  my  car  rippled  across  a  plain  that  proved 
to  be  neither  hard  nor  sterile,  but  a  moss-green  carpet  jerk- 
ing with  birds  and  butterflies.  "  Verdi  Ijosf"  as  God  says  at 
the  beginning  of  local  Bibles.  Og pao  varo  Ijo's. 

This  was,  however,  Iceland,  and  like  most  first-time 
visitors,  I  imagined  the  place  must  generally  be  sheathed 
in  white.  Indeed  I  was  scheduled  to  connect  right  away,  at 
the  domestic  airport  just  outside  Reykjavik,  with  a  flight 
to  Hofn,  whence  glacier  excursions  operate  throughout  the 
summer.  I  wanted  to  get  out  onto  the  back  of  Vatnajokull, 
Europe's  largest  ice  mass — before  exploring  the  capital 
city.  Since  Vatna's  coldness  suppresses  the  hot  silo  of 
Grimsvotn,  a  dormant  volcano  nearly  one  kilometer  down, 
I  thought  it  might  yield  a  neat  image  or  two,  descriptive  of 
the  summit's  deadlock  over  missile  policy. 

Aloft  again  in  a  Fokker  Friendship,  I  dozed  off  for  half 
an  hour,  and  woke  to  a  bird's-eye  view  of  improbable 
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beauty.  One  thousand  feet  below,  the  motionless  swirl  < 
a  glacier  spilled  out  of  green  mountains  into  a  pellucid  1; 
goon.  A  line  of  foam,  delicate  yet  tensile  as  a  spider's  we 
paralleled  the  coast.  It  was  a  scene  primeval  in  its  empt 
ness  and  purity.  I  felt  my  eyes,  used  to  the  garish  colors  i 
American  urban  life,  adjusting  to  a  spectrum  consistin 
only  of  tints.  I  tried  to  analyze  why  Iceland  registered  wfi 
such  visual  clarity,  then  realized  once  more:  no  trees.  Tha| 
and  air  clear  as  glass. 

In  Hofn,  a  tiny  fishing  port  with  an  almost  Chinese  r^ 
lationship  to  the  vast  mountains  behind  it,  I  looked  f<j 
Tryggvi  Arnason,  manager  of  Joklaferdir  Glacier  Toui 
I  expected  the  usual  bearded,  burly,  four-wheeler  type  in 
strong-smelling  sweater,  and  was  taken  aback  to  find  M| 
Arnason  looking  slim  and  elegant  in  a  Faconnable  sij 
jacket — identical  to  the  one  that  I  wear  at  home  when  trj 
ing  to  impress  folks  from  the  sticks. 

He  put  me  on  a  bus  designed  to  ride  with  equanimii 
over  snowdrifts,  pumice  and  terminal  moraine.  Within  2 
hour  I  was  a  thousand  feet  above  sea  level,  stepping  01 
onto  the  most  ice  I  have  ever  seen,  apart  from  the  time 
arrived  late  for  an  interview  with  Maggie  Thatcher.  A  has 
of  cold,  unaffected  by  the  strong  sun,  hung  over  the  whiti 
ness  rolling  and  rising  inland.  Black  bare  mountains  stod 
jagged  against  the  horizon,  under  a  sky  so  translucent  an 
swept  of  cloud  I  swear  I  could  see  stars  through  it.  Befot 
my  fingers  numbed,  I  scrawled  in  my  notebook:  This  is  j 
country  for  agoraphobics. 

The  obverse  of  that,  of  course,  is  that  Iceland  offers 
much  silence  and  solitude  as  any  loner  (or  biographer  ■ 


loner)  could  hope  for.  Having 
:en,  only  nine  hours  previously,  a 
andee  on  Amtrak's  hottest,  nois- 
st  commuter  special,  I  found  my- 
lf  walking  into  the  whiteness  like 
me  latter-day  Captain  Oates. 
:rhaps  over  that  lift  of  ice,  half  a 
ile  distant,  one  might  lose  sight 
rbus  and  lodge,  and  hear  what 
:  eorge  Eliot  calls  "the  roar  that 

is  on  the  other  side  of  silence  " 

i  What  one  heard,  instead,  was 
i.e  angry  roar  of  a  pursuing  snow- 
obile.  It  wheeled  in  front  of  me, 
■altering  snow,  and  next  thing  I 
aew  I  was  being  bundled  back  to 
vilization  like  a  lost  ram.  "Kravis! 
\ravisf  Kravis/"  my  rawboned  res- 

:.er  kept  yelling,  jabbing  his  free  hand  at  all  points  of  the 
impass.  Later  I  checked  the  word  in  my  Icelandic  phrase 
>ok.  Crevice.  Moral:  don't  venture  out  on  Vatnajokull  alone, 
jiless  you  want  to  spend  the  short  rest  of  your  life  wedged 
laybe  300  feet  down,  between  two  very  cold  green  walls. 


1,000 feet  above  sea  level, 

stepping  out  onto  the 
most  ice  I  have  ever  seen, 

apart  from  the  time  I 
arrived  late  for  a  meeting 
with  Maggie  Thatcher. 


B 


Y  THE  TIME  I  RETURNED  TO  SEA  LEVEL,  LATE  IN 

the  afternoon,  I  had  attained  that  rather  pleas- 
ant stage  of  jet  lag  when  one  feels  both  wise  and 
iillucinatory.  I  went  for  a  "cruise"  in  Jokulsarlon  Glacier 
ike  (the  green  lagoon  I  had  glimpsed  from  the  plane), 
id  found  nothing  incongruous  in  its  odd  juxtaposition  of 


floes  and  icebergs  with  rich  farmland 
to  north  and  south.  Balmy  August 
sunshine  poured  down  on  my  head, 
while  the  glacier,  shattering  slowly  a 
hundred  yards  away,  gave  off  an  icy 
effluvium  that  for  some  reason  made 
me  think  of  great  age  rather  than 
great  cold.  My  guide  remarked  that 
this  was  no  illusion:  "The  meltwater 
we're  sailing  in  is  probably  about  800 
years  old." 

Icelanders  are  forever  relating  the 
past  to  the  present,  not  to  mention 
man  to  nature,  sea  to  land,  Ijos  to 
myrkur  (which  combine  here  haunt- 
ingly  in  July,  the  month  of  the  mid- 
night sun),  and  above  all  the  ancient 
opposites  of  ice  and  fire.  Nowhere 
else  on  earth  do  these  last  coexist  in  such  dangerous  prox- 
imity. A  terrible  beauty  is  born,  as  Yeats  would  say,  out  of 
their  mutual  attraction  and  repulsion.  For  example,  the 
white  flatness  of  northwestern  Vatnajokull  is  bejeweled 
with  a  mysterious,  sapphire-blue  lake.  What  the  blue  be- 
trays is  the  presence,  miles  down,  of  Grimsvotn.  Should 
that  lethal  volcano  ever  erupt  with  maximum  force  and 
melt  the  great  glacier,  the  resultant  flood  will  be  biblical. 


RIVING  BACK  TO  REYKJAVIK  NEXT  MORNING,  I 

passed  through  a  series  of  valleys  so  lush  with 
grass  and  moss  and  kraekiber  berries  that,  forget- 


ting  yesterday's  frigid  expedition,  I 
decided  Iceland  should  be  called 
Greenland,  and  vice  versa.  But  then, 
noticing  how  every  mountainside 
was  etched  with  two  or  three — 
sometimes  ten  or  twelve — lazily 
tumbling  cataracts,  I  renamed  the 
country  Fossland,  land  of  waterfalls, 
and  made  a  mental  note  to  inform 
Steingrimur  Hermansson  of  the 
change  when  I  interviewed  him 
later  in  the  day.  Mr.  Hermansson 
was  for  many  years  Prime  Minister 
of  Iceland,  and  being  a  well-con- 
nected man,  would  doubtless  pass 
my  suggestion  on  to  the  appropri- 
ate authorities. 

Before  lunch  I  made  a  short  detour  to  Gullfoss,  a  glacial 
waterfall  of  such  beauty  that,  were  it  in  the  United  States, 
it  would  be  almost  invisible  for  concessions.  Silver-gray 
smoothness  slid  breaking,  pluming  into  white.  Sunny 
spray  climbed  fine  as  cirrus  before  floating  down  and  turn- 
ing my  spectacles  into  prisms.  Pleasantly  cooled  and 
blinded,  I  felt  part  of  the  great  precipitatory  circle  of  ice 
becoming  water  becoming  cloud  becoming  rain. 

IT  WAS  THUS  WITH  A  SENSE  OF  FELLOW-FEELING  THAT 
I  scarfed  a  salmon  half  an  hour  later  in  the  Geysir 
Restaurant.  Judging  by  its  freshness,  it  had  been 
yanked  from  the  pool  below  Gullfoss  only  minutes  before 
menu  time.  Most  other  lunchers  decamped  hastily  before 
dessert  to  view  a  scheduled  eruption  of  the  Great  Geysir, 
but  having  lived  in  New  York  I  am  used  to  the  sight  of 
smelly  steam  blasting  from  holes  in  the  ground.  I  elected 
for  raspberries  and  kaffi  before  proceeding  to  my  appoint- 
ment in  Reykjavik. 

By  three  o'clock  I  was  sitting  in  Mr.  Hermansson's  har- 
bor-view office  and  listening  to  his  extraordinary  story  of 
being  asked  by  a  distraught  Russian  ambassador  whether 
it  would  be  okay  for  Reagan  and  Gorbachev  to  negotiate 
Armageddon  in  his  city,  in  just  ten  days'  time.  "Naturally 
I  asked  the  American  ambassador  to  confirm — Excuse  me, 
I  must  take  this  call." 

Picking  up  the  receiver,  he  switched  from  flawless 
English  to  his  native  tongue.  Icelandic  is  a  difficult  language, 
strangely  combining  hard-rolled  rs  and  soft  zh  sounds, 
with  great  swooping  elisions.  Listening  to  him  I  could  only 
think  somehow  of  the  movement  of  muesli  in  milk — oat 
husks  and  raisins  mixing  swimmingly.  Or  you  might  try  to 
imagine  Portuguese  spoken  by  a  Scot  with  loose  dentures. 

Mr.  Hermansson  had  the  politician's  rare  ability  to  re- 
sume a  sentence  just  where  he  left  off.  " — to  confirm  that 
this  was  a  bona  fide  request.  His  Excellency  was,  shall  we 
say,  not  pleased.  'Those  bastards,'  he  said." 
"The  Russians?" 

"No,  the  State  Department.  He  hadn't  been  informed." 
For  the  next  half  hour  Mr.  Hermansson  described  with 


quiet  pride  how  Icelanders  ha 
worked  around  the  clock  to  accon) 
modate  an  influx  of  advance  me 
diplomats,  KGB  and  CIA  agent) 
Greenpeaceniks  and  media  hord 
that  must  have  made  them  sigh  f 
the  peaceful  days  of  Danish  coi 
quest.  He  concluded  by  telling  nj 
what  Gorbachev  said  to  him  aft) 
the  summit  failed,  speaking  I 
length,  under  a  shared  umbrella, 
the  pouring  rain:  words  of  bitter  dij 
appointment,  yet  not  without  hoj 
of  a  nuclear-free  tomorrow. 

The  city  fathers  of  ReykjaviJ 
who  lock  Hofdi  House  as  a  place 
high  ceremony,  were  unwilling  to  open  it  to  me  that  a| 
ternoon.  They  cited  vague  but  vital  municipal  reason 
Putting  two  and  two  together  (it  was  four  o'clock  on 
summer  Friday,  and  the  salmon  streams  up-country  we 
running  with  fish),  I  did  not  blame  them. 

I SPENT  THE  WEEKEND  AT  THE  LANGA  RlVER  LODGE  < 
Ingvi-Hrafn  Jonsson,  a  local  television  personali 
whom  I  will  not  describe  as  "Iceland's  Dan  Rathe: 
An  Icelander,  however,  would  not  hesitate  to  call  D: 
Rather  "the  American  Ingvi-Hrafn."  To  me,  Mr.  Jonsse 
was  of  interest  because  he  anchored  19  hours  of  straig 
summit  coverage  in  1986 — no  mean  feat,  when  you  co 
sider  there  was  a  blackout  on  the  entire  proceedings. r. 
most  readers  of  this  magazine,  however,  he  will  be  of  ii 
terest  because  he  purveys,  at  fabulous  fees,  some  of  the  bt 
salmon  fishing  in  Iceland. 

After  half  a  life  of  feminist  indoctrination,  I  must  col 
fess  I  had  forgotten  what  fun  it  is  to  go  macho.  The  rest 
this  section  is  for  guys,  okay?  And  not — you  know,  wimi 
guys.  Guys  with  pungur.  Perhaps  I  should  explain.  1 
route  to  the  lodge  in  a  four-wheeler  full  of  muscular  cha 
passing  out  salt  licorice,  I  spied  a  passing  bakery  and  c 
fered  to  buy  a  sacher  torte  for  tonight's  all-male  dinnt 
They  were  agreeable,  and  urged  with  guffaws  that  I  a 
the  cute  dottir  behind  the  counter  for  some  Astarpung 
on  the  side.  Pinkening  slightly,  she  served  up  a  bag  of  d 
licious,  batter-fluffed,  raisiny  spheres,  which  we  help1 
down  with  kaffi.  Back  in  the  car  I  asked  what  Astarpung 
meant,  and  the  answer  was,  Love  Balls. 

"Pungur  is  a  word  we  use  a  lot  among  close  friends,"  t 
driver,  Stefan,  explained.  '"Hey,  pungur,  get  me  a  bee 
Literally  it  means  scrotum,  but  it's  more  subtle  than  th 
because  you  can  use  it  even  if  your  buddy  is  female." 

I  sat  wondering  what  the  effect  would  be  if  I  tried  tl 
endearment  on  some  women  I  know  in  the  United  Stat 

THE  FOUR-WHEELER  CRUISED  IN  LAMBENT  LIGHT 
Langavarn.  We  passed  a  velvety  horse  farm.  "Tl 
place  used  to  belong  to  Egil,"  said  Stefan. 
"Egil?" 


Jfcungur  is  a  word  we 
use  often  among  friends, " 

the  driver,  Stefan,  ex- 
plained. '"Hey,  pungur, 
get  me  a  beer. '  Literally  it 
means  scrotum..." 
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GEVRIL 

fundamentally  innovative  means: 

manufactured  with  316  L  stainless  steel. 
Threaded  bezel  and  caseback  providing 
water-resistance  up  to  10  atm. 

a  design  underlining  the  architecture  of 
the  case  enabling  design  flexibility 
and  mechanical  security. 

an  automatic  Swiss  chronograph 
movement  counting  12  hours,  30  minutes, 
60  seconds  and  the  normal  time. 
To  ensure  maximum  dependability  and 
accuracy,  this  movement  features  28,800 
vibrations  per  hour  (4  Hz),  51  jewels  and 
Incabloc  shock  absorption  system. 

and  of  course,  Swiss  made,  what  else. 
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SAKS 

FIFTH 

AVENUE 
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With  the  talks  in  ruins,  Reagan  told  Gorbachev,  "I  think  you  didn't  want  a 
[ U.  S.]  summit. "  Gorbachev  said  the  U.  S.  bore  responsibility  for  the  failure. 


I  "You  know,  in  Egil's  Saga}"  He  was  talking,  with  entire 
kturalness,  of  a  man  who  had  lived,  farmed  and  fought 
ere  a  thousand  years  ago — as  you  or  I  might  talk  about 
|me  old  uncle  who  had  recently  expired  in  Brooklyn.  I 

larveled  again  at  the  reach  of  Icelandic  memory. 
"A  bloodthirsty 

aracter,  Egil,"  my 

ckseat  neighbor, 

arni  Arnasson,  re- 

arked  with  relish. 

le  chopped  off  his 

•st  head  when  he 

is  only  six  years  old, 

d  when  asked  why, 
said  simply,  'The 

iportunity  present- 
itself.'" 

I  remember  Reagan 
ing  those  same 
)rds  when  I  asked 
m  why  he  went  into 
litics.  "That  horse 
ead,"  I  said,  "is 
3ving  rather  strange- 
From  behind,  he 
oks  like  he's  got 
ly  one  leg  either  side." 

"He's  showing  off  his  tolt"  Bjarni  explained.  "A  sort  of 
ra  gear  between  trot  and  canter.  Only  Icelandic  horses 
;n  do  that — lope  along  like  camels.  It  makes  them  the 
lost  comfortable  horses  in  the  world  to  ride." 

I  We  overtook  the  horse,  a  small  gray-blond  beauty  with 
)>wing  mane  and  tail.  I  had  the  odd  sensation  of  having 
fen  it  before.  Silvery  smoothness  slid  breaking,  pluming 
to  white  

■■■    T  EIGHT  oV'LOC  K  THAT  EVENING  (Till    VALLI  \ 

Uk  still  radiant),  I  sat  with  Ingvi-Hrafn  on  a  moss 

I I  bluff  soft  as  astrakhan.  He  was  acting  as  gillie  for 
;fan  and  Bjarni,  who  stood  hip-deep  beneath  us  in  steel- 
le,  swirling  water.  We  munched  kraekiber  berries  and 
ked  of  the  summit.  "I  don't  care  what  anybody  says 
out  the  coup  in  Moscow,"  said  Ingvi.  "Reykjavik  was  the 
ginning  of  the  end  of  the  Cold  War."  A  month  later,  in 
nois,  Gorbachev  would  say  exactly  the  same  to  me. 
Beneath  us  Bjarni — one  of  Iceland's  premier  an- 
:rs —  swung  his  line  in  a  parabola  delicate  as  the  long 
irl  of  urine  he  had  traced  at  roadside,  in  the  ritual  pre- 
h  pee.  "I  snatch  this  bastard!"  he  yelled  in  sudden  ex- 
ement.  "Edmund,  he  is  yours!"  Not  having  so  much 
tickled  a  tadpole  in  my  life,  I  clambered  down  and 
'kwardly  drew  in  seven  pounds  of  rainbow-sided,  dia- 
)nd-eyed  beauty.  I  was  given  a  guest's  privilege  of  de- 
ling whether  to  throw  him  back  or  not.  But  on 
pection  we  discovered  the  salmon  was  hooked  too 
ep  to  survive.  I  stuck  my  finger  in  his  gills  and  carried 
n  bleeding  up  the  slope. 


ack  in  Reykjavik  on  Monday  morning,  I 
walked  to  Hofdi  House  in  sunshine  so  clean  and 
strong  it  glowed  like  limelight.  Exquisite  girls 
with  hair  the  color  of  cottongrass  bumped  pleasantly  into 
me  on  the  narrow  sidewalks,  and  from  basement  coffee- 
houses came  a  uni- 
versal aroma  of  cap- 
puccino. Also,  I  re- 
gret to  say,  that  of 
Marlboro  Country: 
Icelanders  are  still 
under  the  impres- 
sion that  nicotine  is 
a  food. 

Mr.  Hermansson 
had  told  me  that 
two  sites  larger  than 
Hofdi  had  been  made 
available  to  summit 
planners,  but  the 
Americans,  appar- 
ently, preferred  this 
little  bayside  man- 
sion for  reasons  of 
security.  Approach- 
ing it  across  a  newly 
mown  spread  of  lawn,  I  wondered  if  our  team  had  not  also 
been  seduced  by  Hofdi's  elegant,  symbolic  symmetry — 
ideal  for  a  meeting  of  presumed  co-equals:  four  clapboard 
facades  addressed  north,  south,  east  and  west,  a  landward 
doorway  stepped  up  from  gravel,  a  seaward  window 
full  of  sky.  If  so,  I  would  be  able  to  write  the  first  descrip- 
tive sentence  in  history  combining  the  words  "advance 
men"  and  "aesthetics." 

The  curator,  unlocking  the  door  with  a  bunch  of  keys 
that  looked  like  a  Viking  artifact,  told  me  it  was  a  miracle 
Hofdi  House  was  still  there.  "While  Mr.  Reagan  and  Mr. 
Gorbachev  were  at  their  debate,  the  KGB  were  watching 
TV  downstairs — " 

"Monitoring  the  proceedings?" 
"No,  'Tom  And  Jerry.'" 

I  scribbled  this  datum  in  ecstasy.  Cat  v.  Mouse,  above 
and  below! 


o 


£J  NE  OF  THE  AGENTS  THREW  HIS  CIGARETTE 

in  a  wastepaper  basket.  There  was  this  big 
ball  of  flame.  The  Russians  went  into  a  com- 
plete panic.  Fortunately  an  Icelandic  electrician  smelled 
smoke  and  came  to  the  rescue." 
"How?" 

"He  threw  the  basket  out  the  window." 

Inside,  a  simple  staircased  hall  led  into  the  main  state 
room,  carpentered  in  buttery,  glossy  Danish  maple  that 
glowed  slightly  blue  with  retractions  from  the  bay  outside. 
I  was  reminded  of  the  "Scandinavian  Light"  exhibition 
that  traveled  the  United  States  about  ten  years  ago:  paint- 
ing after  painting  that  gave  off  this  same  cool  radiance. 
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One  of  the  best  artists  in  that  show,  I  told  the  curator,  was 
a  19th-century  Icelander  called  Somebody  Jonsson. 

"Asgrimur  Jonsson,  yes,  yes.  We  have  one  of  his  right 
here." 

He  took  me  into  a  small  side  room  hung  with  pale 
hessian,  and  showed 
me  a  painting,  not 
one  detail  of  which 
I  can  recall,  because 
it  overhung  a  small, 
copper-inlaid  rec- 
tangular table,  in- 
stantly recognizable 
from  photographs. 
Here — not  the  larg- 
er room  we  had  just 
left — was  where 
Reagan  and  Gor- 
bachev had  their 
epic  duel. 

The  curator,  per- 
haps sensing  I  want- 
ed to  be  alone,  said 
he  was  going  down- 
stairs for  a  box  of 
chocolates.  After  he 
clomped  off,  I  did 
the  weird  things  a 
biographer  does  when  he  has  temporary  possession  of 
something  primary.  I  stood,  I  sniffed,  I  stroked  wood,  I 
stared  out  the  window  from  Gorby's  angle,  then  from 
Reagan's  (the  former  had  by  far  the  more  dramatic  view — 
of  Snaefellsjokull  glacier  across  the  water);  and  finally,  em- 
boldened, I  sat  down  in  the  President's  chair.  As  I  did  so 
I  felt — well,  a  chill.  Maybe  it  was  just  the  copper  under 
my  forearms. 

OUTSIDE  AFTERWARDS,  WITH  THE  STRONG  SUN 
pouring  down  and  chocolate  on  my  tongue,  I 
found  it  hard  to  imagine  the  bitter  weather,  and 
bitter  disappointment,  that  obtained  at  this  spot  on 
October  12, 1986.  The  Cold  War  was  over.  Democracy's 
sun  shone  over  most  of  the  world.  Life  was  good,  and 
Iceland  was  beautiful.  And  here  was  Sveinn  Saemundsson, 
sweeping  round  the  driveway  in  his  Volvo,  ready  to  take 
me  to  my  final  destination,  Thingvellir  National  Park. 

Saemundsson,  a  fellow  scribe  and  author  of  many  books 
of  Icelandic  history  and  culture,  explained  as  we  cruised 
into  deep  country  that  Thingvellir  (literally,  "Valley  of  the 
Gathering")  was  the  birthplace  of  European  parliamen- 
tary democracy  in  the  year  930  A.D.  That  July,  Iceland's 
feuding  tribes  came  from  all  over  the  country  to  settle  their 
differences  by  debate  and  consensus. 

"From  then  on,  they  came  back  every  summer,  bring- 
ing their  retinues  and  finery  and  exchanging  daughters 
and  sons  and  debating  the  great  issues  of  the  day — such 
as  when  and  whether  to  adopt  Christianity.  Throughout 


Arms  and  the  men:  the  two  superpower  leaders  met 
for  several  hours  over  the  course  of  two  days. 
They  broke  often  to  consult  their  working  groups. 


our  history,  everything  of  importance  has  happened 
Thingvellir." 

"What's  so  special  about  the  place?" 
"Politicians  like  the  sound  of  their  own  voices! 
Saemundsson  said  enigmatically.  "You  will  understar) 

when  we  get  there 

After  about 
hour,  the  molten  si 
ver  of  a  lake  lying  b 
tween  black  moui 
tains  spread  o 
ahead.  Beyond,  tj 
landscape  literal 
split  open.  Not 
that  precise  m 
ment — the  actu 
parturition  took  plai 
millions  of  yeai 
ago — but  it  is  a  gei 
logical  fact  thi 
Iceland  breaks  apa 
here,  in  a  dea< 
straight  rift  extern 
ing  as  far  as  the  ei 
can  see.  On  the  o| 
side  lies  the  eastel 
Atlantic  shield,  « 
the  other  the  westei: 
"Do  you  see,"  Saemundsson  asked  as  we  approach! 
and  parked  the  car,  "how  the  two  shields  are  of  differe 
depth?  That  means  that  you  can  stand  on  the  rim  of  t 
lower,  while  the  rim  of  the  higher,  rising  behind  yc 
acts  like  a  resonator,  so  you  can  throw  your  voice  o\ 
the  whole  valley." 

"Paradise  for  politicians!" 

"Not  only  politicians,"  he  said  softly.  'Whenever  I  cor 
here  I  feel  purified.  By  its  beauty,  its  enormous  age....' 

We  stood  on  the  rock  where  Iceland's  first  Speaker  I 
claimed  the  tenet  still  embroidered  on  the  breast  of  eva 
police  officer  in  the  country,  Med  logum  skal  Land  byg\ 
(With  law  we  shall  build  this  land).  Saemundsson  \j 
right  about  the  valley's  beauty,  so  elemental  that  one  cl 
describe  it  only  in  plain  nouns.  Rock.  Turf.  Water.  Laij 
Sky.  Space.  Soul.  Silence.  Here  is  nothing  of  excess,  el 
erything  of  what  matters. 

"This  parliament  you  speak  of,  Sveinn.  Wasn't  it  cal|J 
the  Allthing?" 

"Yes." 

"There's  a  quote  in  Shakespeare  that  comes  to  mir 
From  Coriolanus,  I  think — 'Nothing  brings  me  all  things 

He  nodded.  He  knew  it. 

"What  beats  me,"  I  said,  "is  why  Reagan  and  Gor 
didn't  hold  their  summit  here.  They  wouldn't  have  fou 
anything  to  argue  about."  • 


Edmund  Morris  is  writing  an  authorized  biography 
Ronald  Reagan. 
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l'-R  PEOPLES  OIimt  Peoples,  an  eclectic  collection 
i;l  ophthalmic  frames,  sun  clips  ami  sunglasses,  is  avail 
ill te  optical  boutiques  and  specially  stores  worldwide. 


LBN  SHOE  COMPANY  Manufacturer  of  custom  qualm 
1 1  hoots  (or  discriminating  gentlemen  since  1884. 

LH-EDMONDS  SHOE  CORPORATION  World  class 
ut.for  men  Named  one  of  the  2S  products  America 
s'  st"  hv  the  Made  in  the  I  SA  Foundation.  Distinctive 
n  handcrafted  ol  all  natural  materials 
Ri-S  CREEK  APPAREL  Cross  Creek  Apparel's  new 
I   Pro  Collection  features  fashion  toward  fabrics  with 

I  'new  colors  and  styles  The  well  rounded  collet  lion 

yf 

d  >hort  and  long  sleeve  basics,  fancies,  fleece  and 
cll  'rry.  Worn  by  PGA  Tour  Pros  such  as  1995  U.S.  Open 
ilji,  Corey  Pavin,  our  Pro  Collection  makes  a  statement 
lyhe  course. 

END  Lands  End  sells  traditional!)  styled  clothing 
tajvomen,  and  children,  as  well  as  sheets,  towels,  and 
uige.  Everything  is  guaranteed,  absolutely  Call  1  -800 
i  for  a  free  catalog 


L>  IER  -  AM  GENERAL  To  truly  appreciate  how  power- 
Kimble  this  all  terrain  vehicle  is,  we  suggest  a  lest  drive 
}  )  ~32  S  i'H  for  the  dealer  nearest  you  or  (o  request 
u  Information 

i/l!ARS,  USA  How  can  you  find  your  own  road  if  you 
lwwho  to  call  for  details?  Call  1-800-582-SAAB  ext. 
I  )ur  free  SAAB  excursion  kit 


d  MOTORCYCLES  Germany's  highest  expression 
*«l  on  two  wheels  merge  power,  performance  and 
'.  Jl  1-800-34S-4BMW  for  the  name  of  your  nearest 
itn  dealer 


MER  ELECTRONICS 


L'IPUS  PEARLCORDER  1-800-622-6372 

*  I OUGHBVS  Established  in  1 898,  Willoughby's  is 
li  i  and  most  prestigious  photographic  and  electronics 
e  New  York  City.  We  offer  discounted  prices  and  the 
si  lection  of  photographic,  electronic  and  computer 
n  i  combined  with  the  highesl  level  of  service 


TIVE  GIFTS 


)  DOFF  OF  GENEVA 


YNCE/FINANCIAL 


'/  lEWEBBER  1-800  617-SSS3 

r. II'WE  PRICE  ROLLOVER  YOUR  IRA 

«l|  1-541-6155 

.'HN  BANK  OF  SWITZERLAND  Union  Bank  of 
I  d  The  Private  Bank  Please  call  Mr  Peter  I 
nljr.  1-212-821-3821. 


Y  &  WATCHES 


I'  HE  &  MERGER  Creating  quality  time  for  over 
i   Baume  &  Mercier  exemplifies  the  highest  standard 
a  watchmaking.  Conceived  to  meet  the  needs  of  those 
>  iate  the  esseni  e  of  contemporary  style  and 
•d  quality,  the  Baume  &  Mercier  collection  is 
rfection 


16.  BREITI ING  USA.  INC.  Breitling  combines  three  worlds 
sky  and  airmen,  past  and  present,  sea  and  seafarers,  and  the 
company  S  earliest  efforts  to  provide  enterprising  professionals 
with  tune  instruments  of  the  highest  order 

17.  GEVRII  For  more  information  about  this  fundamentally 
innovative  watch,  please  send  card  for  free  brochure  or  call 
(201)  507-4400. 

18.  GUCCI  TIMEPIECES  Model  6.300  Gun  i  s  equestrian 
inspired,  horsebil  ease  available  in  lour  dial/strap  combina 
lions.  ETA  Swiss  quail/.  I8kt  gold  plated,  water  resistant  to 
loo  feet.  Call  1  800-925  0035  for  stores  or  more  information 

19.  RADO  WATCHES  Rado  watches  Unique  quality  time- 
pieces wiih  lasting  beauty  Made  from  scrati  hproof  materials 
iiu  hiding  high  tech  ceramics  and  hard  metals  For  men 

and  women  Water  resistant  Swiss  made  Please  send  for 
free  brochure 

20.  RENAISSANCE  PEN  COMPANY   ST.  I.OI  IS.  MO 

Introducing  a  writing  instrument  so  finely  designed  that  it 
rivals  the  beauty  ol  the  Faberge  Eggs  Available  ai  liner 
stores  nationwide 


21.  THE  BERETTA  GALLERY  Exclusive  selection  of  world  s 
finest  sport  clothing,  held  wear,  accessories,  footwear,  hats, 
country  sinus  and  pants,  giftware,  and  premium  grade  spoiling 
arms  Free  catalog 

22.  BLOOMINGDAI.E  S  -  THE  MEN'S  STORE  \l  lbs  Service 
Our  complimentary  shopping  service  for  gentlemen  Please  call 
Cathy  Newman  at  (212)  "OS  3030  in  \1  (612)  88.3  2617  in 
Minneapolis  and  (  312)  -iio  4520  in  Chicago 

23.  ROLLS-ROYCE  MOTOR  CARS  additional  information  on 
purchasing  or  leasing  Rolls  Royce  or  Bcntle)  Motor  Cars 


SPORTS/EXERCISE 


24.  COBRA  GOLF  For  more  information  on  Cobra  S  number 
one  selling  oversi/e  irons  and  our  new  titanium  woods,  call 
1-800-THE  KING  or  visit  our  internet  site  www  cobragolf  com 

25.  TAYLOR  MADE  GOLF  COMPANY  Find  your  g  um  with 
the  new  Burner'  Bubble"  Oversize  nous  from  laylor  Made 
The  only  irons  with  the  patented,  lightweight,  easy  to  swing 
Bubble'  shaft. 

26.  TOMMY  ARMOUR  GOLF  COMPANY  Tommy  Armour 
Hot  Scot  Metal  Woods  and  Tomim  Gun  Titanium  Driver 


27.  FOUR  SEASONS  MEXICO  An  urban  sanctuary  \midsl  the 
frantic  pace  of  historic  Mexico  City.  The  Four  Seasons  presides 
over  a  sense  of  quiet  seclusion,  unsurpassed  service  and 
impeccably  modern  amenities 

28.  I  E  MERIDIEN  HOTELS  &  RESORTS  A  collection  of  over 
80  luxury  international  hotels  around  the  world  to  nun  the 
needs  of  both  business  and  leisure  travelers 

29.  NEW  WORLD  HOTELS  INTERNATIONAL  We  welcome 
you  to  a  New  World  of  gracious  hospitality  at  any  of  our  I  3  New 
World  hotels  For  reservations,  please  call  I  800  HOTELS'- 1  or 

1  Mio  ii  |  mi 

.30.  NIKKO  HOTELS  INTERNATIONAL   NORTH  AMERICA 

Seven  stunning  properties  in  North  America  bring  a  breath  of 
fresh  air  to  the  world  of  luxury  hotels  Thoughtful  amenities 
include  in  room  refreshmenl  centers,  voice  mail,  plush 
bathrobes,  Fitness  Centers,  Executive  Business  Centers  and 
a  true  commitment  to  the  Japanese  tradition  of  service 

31.  THE  PENINSULA  NEW  YORK  The  Peninsula  New  York 
in  the  heart  of  Manhattan's  most  prestigious  business,  shop 
ping  and  entertainment  district  features  2 12  luxurious  rooms 
with  custom  designed  furnishings  and  a  In  level  rooftop  spa 
overlooking  the  c  itv 


32.  RAFFLES  HOTEL,  A  GRAND  HISTORIC  HOTEL 

The  restored  Raffles  Hotel  features  104  suites.  12  restaurants 
and  bars,  5  Rallies  Hotel  operated  shops.  "  function  areas, 
gardens  and  courtyards,  a  museum,  a  theatre  playhouse  and 
70  shops  retailing  mlernalional  and  regional  specialties. 

33.  THE  W  ALDORF  TOWERS  This  superlative  New  York 
boutique  hotel  defines  graciousness.  1 18  exquisite  suites  and 
"7  beautifully  appointed  executive  guest  rooms.  For  reserva- 
tions call  The  Waldorf  Towers,  I  800  W  ALDORF 

34.  WESTIN  HOTELS  &  RESORTS  For  a  free  brochure  or 
reservations  at  any  ol  the  Westin  hotel  or  resort  destinations 
worldwide,  call  your  travel  agent  or  1-800-228-3000. 


35.  AIR  TRAVEL  CARD  Established  in  1936,  the  Air  Travel 
Card  is  the  airlines'  corporate  payment  system,  providing 
superior  hilling  and  management  information  to  over  100.000 
companies  worldwide. 

36.  THE  CLOISTER,  SEA  ISLAND.  GEORGIA  The  Cloister 
sea  Island.  Georgia,  a  Mobil  Five  Star  resort,  offers  tne  miles 
of  beat  h,  full  service  spa.  championship  golf,  golf  learning 
center,  tennis,  horseback  riding,  dancing  Full  American  Plan 
800  si  \  ISLAND 

37.  JAMAICA  JAMAICA9  Escape  to  the  most  unique 

golf  tennis  and  watersports  vacation  in  the  world  The  Super- 
Inclusive  freedom  to  enjoy  more  of  the  very  best  of  everything 
from  unlimited  golf,  tennis,  scuba  to  true  gourmet  dining, 
unlimited  premium  brand  cocktails,  luxurious  rooms  and  hot. 
live  entertainment  all  for  one  simple  upfront  price  No  tipping 
free  brochure 

.38.  KOREA  NATIONAL  TOURISM  ORGANIZATION 

Discover  the  mystery  It's  everywhere,  xs  far  as  you 
reach  Touch  the  spun  Korea  For  more  information, 
call  I  800-TOUR  KOREA  (868-7567). 

39.  RADISSON  SEVEN  SEAS  CRUISES  Small  ship  luxury  on 
three  unique  vessels  Named  the  world's  best  cruise  line  by  the 
readers  of  Conde  Nasi  Traveler  Rated  six  stars  by  Fielding's 
Guide  to  Cruising. 

■♦0.  VIRGIN  ATLANTIC  AIRWAYS  Experience  Upper  Class  by 
Virgin  Atlantic  and  let  us  take  the  pressure  out  of  your  business 
travel  Lor  reservations  and  information  call  your  travel  agent 
or  Virgin  Atlantic  at  800-802  8621 


41.  AMWAY  CORPORATION  One  of  the  largest  direct  selling 
companies  in  the  world,  Aniway  markets  thousands  of  quality 
products  and  provides  a  business  opportunity  to  people  in  over 
60  countries  Free  information  packet 

42.  DUNHILL  AGED  CIGARS  The  grande  reserve  of  cigars. 
4.3.  DUNHILL  INTERNATIONAL  CIGARETTES 

44.  KOHLER  BATH  S  KITCHEN  IDEAS  A  complete  set  of 
full  color  product  catalogs  covering  haths  and  whirlpools, 
showers,  lavatories,  toilets  and  bidets,  kitchen  and  entertain- 
ment sinks,  faucets  and  accessories  1-800-4KOHLER  Ext.  PX5. 
KohlerCo.  $8.00 

45.  SKYY  VODKA  -  THE  INTELLIGENT  DRINK"  Try  the 

cleanest  vodka  available  Distilled  in  America  from  American 
gram  Send  for  more  information  from  SKYY. 


free  Information,  Please  Send  in  Your  R.S.V.P.  Card  Today  or  Call  Toll  Free:  1-800-463-6903,  or  Fax  Your  Completed  Cahl  to  Is  at:  1-312-922-3165 


IF  YOU  CAN'T  RELAX  HERE,  YOU  CAN'T  RELA 


Vacation  in  your  own  private  paradise.  As  tropical, 
as  quaint,  as  secluded  as  any  undiscovered  island. 
Laucala,  a  Forbes  Magazine  South  Pacific  Property  - 
the  perfect  island  resort. 

Enjoy  our  spectacular  sun-drenched  beaches  in  all 
their  secluded  beauty.  This  pristine  paradise  offers  the 

world's  finest 
scuba  diving  and 
snorkeling.  Fish. 
Windsurf.  Sail. 
Play  tennis. 
Water-ski.  Relax 
by  the  pool. 
Do  it  all.  Or  do 
nothing  at  all. 
There  are  no 
schedules,  none 
of  life's  pressures. 

Laucala  is  for 
people  who  want  the  ultimate  vacation  experience  - 
the  finest  amenities  without  the  formalities.  Go  deep 
sea  fishing  on  board  the  island's  private  fishing  boat.  If 
you  wish,  our  master  chef  will  prepare  your  catch  for 
your  dining  pleasure.  Dive  in  azure  waters,  world 
renowned  for  the  beauty  and  abundance  of  their 
tropical  fish  and  the  marvel  of  their  coral  reefs. 


All  this  for  just 
$2,100  pp  for  8  days 
and  7  nights  (plus 
Fiji  tax).  And  that 
includes  everything. 
ALL  meals,  ALL  drinks, 
UNLIMITED  use  of  ALL 
recreational  facilities, 
whenever  and  as  often 
as  you  wish  at  NO 
EXTRA  COST. 

Though  it's  far  from  the  stresses  of  everyday  life, 
Laucala  is  easily  accessible.  Our  island  has  its  own 
private  runway  and  daily  scheduled  commercial  flig 

Find  out  more  about  this 
paradise  in  the  Fijis  and  ou  I 
Special  Island  Exclusive. 
Laucala,  owned  and  operat* 
by  Forbes  Magazine.  For 
more  information  write  1 
Errol  Ryland,  Manager, 
Box  149,  Fort  Garland,  O 
81133,  or  call  1-800-FORBEJ 
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fter  a  full  week  of 
atching  me  watch  tennis 
deos,  my  wife  could  not 
sist  making  the  dig.  "Some 
;ople,"  she  said,  "have  real  jobs." 
Of  course,  my  love,  I  thought, 
s  just  that,  when  it  comes  to  good 
nnis,  some  of  us  admit  that  we  need 
the  help  we  can  get. 

And  what  was  the  week's  payoff?  Just 
is:  raw  beginners  and  pros  don't  need 
deos.  The  rest  of  us  can  only  benefit,  pro- 
ded  we  buy  only  the  "best"  video  that 
!  its  our  particular  circumstances. 
What  are  your  weaknesses?  There  are 
[deos  that  separately  focus  on  the  serve, 
jound  strokes,  conditioning  and  the 
ental  game.  What's  your  overall  level  of 
ay?  Some  are  geared  to  weekend  war- 
>rs,  others  to  the  tennis-obsessed. 
After  much  exhausting  research  in  my 
n,  I  concluded  that  the  following  tapes 
joy  an  edge  on  the  competition. 
If  these  videos  aren't  at  your  club  or 


tennis  shop,  you  can  obtain  them  by  mail- 
order from  Tennis  Direct,  which  has 
an  extensive  catalogue  of  tennis  video 
titles  (800-247-TAPE). 

ATTACK  (52  minutes,  $20)  is  the  most  enter- 
taining of  all  singles  tennis  tapes  if  you 
relish  the  flamboyance  of  superstar  Andre 
Agassi  and  MTV-style  editing.  Yet  it's 
also  so  packed  with  useable  advice  that  it's 
hard  not  to  like.  Agassi  cohosts  with  his 
former  coach,  Nick  Bollettieri  (who  now 
coaches  Boris  Becker  and  Mary  Pierce). 
Nick  talks  while  Andre  strokes,  serves 
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and  hits  winning  shots. 

You  learn  the  importance 
of  the  circular  backswing, 
"directing"  the  ball  on  volleys, 
making  your  overhead  resemble 
a  serve  and  how  to  disguise  lobs  and 
drop  shots.  As  the  title  suggests,  the 
message  is  to  attack  the  ball.  "The 
trick  is  not  to  wait  for  it,"  says 
Bollettieri,  "but  to  come  after  it,  no 
matter  your  position  on  the  court." 
Instruction:  8.  Flair:  10.  Overall:  9. 

BOB  BRETT  TENNIS  COLLEGE  (55  minutes, 
$25)  is  as  methodical  as  Brett's  dis- 
passionate style  of  instruction.  The 
Australian  coach  discusses  a  dozen 
aspects  of  the  game,  from  first  serve 
to  smash,  and  describes  the  keys 
to  mastering  each  one.  Overhead 
slo-mo  shots  of  three  of  the  stars  he 
trains  —  Goran  Ivanisevic,  Thomas 
Muster  and  Emilio  Sanchez — illus- 
trate each  assertion. 

Brett  concentrates  on  correct  de- 
cision-making, such  as  when  and 
when  not  to  deploy  three  types  of  lobs, 
when  to  use  topspin  on  approach 
shots  and  when  to  attack  a  "moon 
ball"  at  the  service  line.  He  compares 
the  motion  of  the  first  serve  to  the  ac- 
celeration of  an  automobile:  tossing 
the  ball  is  first  gear,  hitting  it  is  fifth. 
This  video  never  hits  fifth  gear,  but 
cruises  along  serviceably  in  fourth. 

Instruction:  10.  Flair:  4.  Overall:  7. 

HOW  TO  PLAY  WINNING  DOUBLES— AND 
STAY  THE  BEST  OF  FRIENDS!  (2  volumes,  26 
minutes/$29  each)  is  the  best  video  on 
recreational  doubles,  which  outdraws 
singles  on  America's  courts.  Host  Vic 
Braden  has  an  elfin  sense  of  humor, 
and  is  at  his  most  playful  when  he 
pokes  fun  at  shot  hogs.  But  more  than 
a  pleasing  entertainer,  he  is  a  con- 
summate expert. 

"Strokes  &  Strategies"  (Vol.  1) 
covers  team  tactics,  court  formations, 
avoiding  collisions  and  partner  roles. 
Braden's  wry  advice  to  spouses  who 
bicker  between  points:  "By  breaking 
up  the  doubles  team,  you  may  save 
the  marriage  team." 

In  "Faults  &.  Cures"  (Vol.  2),  he 
explains  how  to  spot  opponents' 
weaknesses,  where  to  lob  and  when 


poaching  pays  off.  The  NFL 
\    Films-produced  tapes  show 
real  people  (not  pros),  which 
-r      makes  it  easy  to  picture  yourself 
in  their  tennies. 

Instruction:  7.  Flair:  8.  Overall:  7.5. 

Braden's  ready-to-use,  research-based 
tips  and  drills  also  keep  you  on  the 
sofa's  edge  in  THE  SERVE  (55  minutes, 
$40).  The  affable  host  holds  your  at- 
tention with  different  slo-mo  angles 
and  assorted  cinematic  tricks. 

The  toss?  He  covers  how  and  why 
to  throw  the  ball  forward,  off  to 
the  side  and  only  to  the  peak  of  your 
reach.  The  coil?  He  shows  how  to 
"nail  that  baby"  by  drawing  a  circle 
with  your  racquet  and  "jumping"  only 
after  striking  the  ball.  Body  posi- 
tioning? Braden  demonstrates  how 
to  simulate  the  serving  motion  with 
his  ball-in-the-elbow,  two-sock  and 
blindfolded  drills.  Footage  of  serves 
by  Arthur  Ashe  and  Chris  Evert  also 
spice  this  high-calorie  tape. 
Instruction:  10.  Flair:  9.  Overall:  9.5. 

The  popularity  of  "The  Serve" 
prompted  Braden  to  make  three  new, 
55-minute  sequels,  which  also  sell 
for  $40.  None  are  as  info-dense  as 
"The  Serve,"  but  they're  still  quite 
worthy.  There  is  some  repetition 
among  them,  so  choose  the  tape 
that  addresses  your  weakest  stroke. 
Braden  is  the  master  at  simplifica- 
tion. THE  FOREHAND  discusses  racquet 
speed  and  angle  (a  30-degree  lift  is 
ideal),  topspin,  underspin,  and  ap- 
proach and  drop  shots.  THE  BACKHAHD 
examines  the  most  universally  de- 
spised stroke,  from  one-  and  two- 
handed  grip  choices  to  the  follow- 
through.  THE  VOLLEY  teaches  "playing 
from  the  shoulder,"  racquet  po- 
sition and  how  to  read  your 
opponents'  cues. 

Instruction:  9.  Flair: 
8.  Overall:  8.5. 

WORLD  CLASS  MOVEMENT 
TRAINING  (46  minutes, 
$30)  stems  from  the 
premise  that  much  of 
tennis  success  hinges 
not  on  the  arms,  but  on 


the  legs.  Tennis  expert  Dennis  V; 
der  Meer  demonstrates  correct  po 
ture  and  footwork  for  all  types 
shots,  but  the  most  valuable  tips  ar 
drills  are  presented  by  former  I 
Cowboys  speed  coach  Randy  Smvth 
The  drills  aim  to  maximize  vour  tak 
off  speed  for  approach  shots,  reactk 
time  for  service  returns,  and  agility  f 
side-stepping  and  net  play. 

Don't  expect  to  be  absolute 
spellbound.  But  if  you  find  yoursc 
repeatedly  failing  to  get  to  the  hall 
time,  Van  der  Meer's  advice  ar 
Smythe's  drills  may  give  you  rh 
crucial  extra  half-step. 
Instruction:  7.  Flair:  5.  Overall:  * 

There's  no  better  advisor  on  how 
play  masterful  tennis  after  you've  i 
retrievably  lost  that  half- step  thi 
John  Powless,  a.k.a.  "Mr.  Seni< 
Tennis.  In  JOHN  POWLESS'  TENNIS  Fl 
SENIORS  (48  minutes,  $30),  the  6-focj 
5  winner  of  10  consecutive  world  s 
niors  titles  and  coach  of  dozens 
U.S.  teams  shoots  from  the  hip. 

The  hip  is  just  one  body  pa 
Powless  wants  you  to  preserve  fj 
many  more  age  brackets,  so  he  speni 
plenty  of  time  on  pre-match  stretcj 
es  for  each  muscle  group.  "We're  \ 
senior  players  early  in  the  mornind 
Senior-friendly  tips  are  also  dispensj 
on  doubles  strategy,  reducing  hand  fj 
tigue  and  playing  a  power  game  ev 
if  your  power  has  waned.  Fike  its  i 
tended  audience,  the  pace  isn't  quic 
but  neither  is  the  content  frivolous.l 
Instruction:  8.  Flair:  3.  Overall:  5. 

Pros  are  increasingly  turning  to  cro 
weight  and  mental  training  to  gain 
edge.  PRO  TENNIS  VIDEO  CLINIC  (3  tap4 
55  minutes/$40  each)  is  a  1996  sea 
that  brings  this  new  horizon 
motivated  amateurs. 
Pat  Etcheberrv,  Pc 
Sampras'  trainer,  c 
livers  a  regimen 
running,  stations 
cycling  and  lig 
weightlifting 
"Pro  Secrets  < 
Cross  Training 
blend  of  on-  ai 
off-court  drills,  li 
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|id  stretches  are  part  of  a  12-week 
j-ogram  designed  to  build  speed, 
ldurance,  power  and  flexibility.  In 
)ro  Secrets  Of  Mental  Toughness," 
>orts  psychologist  James  Loehr 
)vers  mental  rehearsal,  staying  posi- 
ve  after  "choke"  shots  and  keeping 
laxed  under  pressure.  In  "Pro  Secrets 
if  Match  Play,"  coach/author  Allen 
jx  shows  how  to  use  court  geometry 
id  tactics  to  your  advantage  in  scores 
singles  and  doubles  situations. 

Instruction:  9.  Flair:  7. 
Overall:  8. 

TENNIS  2000  (3 

tapes,  55  min- 
utes/$30  each) 
is  the  Harvard 
of  tennis  tapes. 
Scripted  by  De- 
nis Colette,  tennis 
coaching  director  of 
fe  Australian  Sports  Commission, 
is  a  favorite  of  sports  scientists  for  its 
!orough.,  biomechanical  approach, 
ilthough  impossible  to  absorb  in  one 
I  two  viewings,  it's  easy  to  relocate 
ctions  via  "dot"  color-coding.  Each 
i.ot,  made  by  big-time  stars  such  as 
umpras,  Becker,  Lendl,  Edberg, 
[cEnroe,  Graf  and  Sabatini  at  the 
:ustralian  Open,  is  shown  up  to  eight 
pes  in  succession  at  both  slo-mo 
id  at  real  speed.  As  each  stroke  sinks 
jjto  your  psyche,  Colette  tells  you 
itvat  to  notice  and  why  it  works. 
I  "The  Multi-Segment  Forehand" 
fo\.  1)  shows  you  what  to  do  with 
•ur  arms,  wrists,  hips,  legs  and 
pt,  and  how  to  increase  power  out- 
lit  for  every  type  of  forehand, 
backhands"  (Vol.  2)  shows  how  and 
hen  to  use  a  two-handed,  topspin 
d  slice  backhand.  "Advanced  Ser- 
<:e  &  Volley  Techniques"  (Vol.  3) 
ssects  the  serve  and  six  varieties 
volleys  and  smashes.  The  series' 
'peranalytical  and  repetitive  ap- 
oach  isn't  for  everyone,  but  stroke 
mnoisseurs  will  be  replaying  these 
pes  in  2000  and  beyond. 

Istruction:  8.  Flair:  6.  Overall:  7.  • 

p  B  Cooper  is  a  recreational  tennis 
ayer  who  once  injured  his  back  lung- 
w  at  an  easy  lob. 


Le  Meridien  Hotels. 
Classical,  X  refined  and  discreet. 


further  informa- 
tion, please  contact  your 
travel  professional  or  call 
our  toll  free  numbers: 
UK  0800  404040  or 
USA  1  800  543  4300. 


MERIDIEN 


HOT  1.1.. S  &  RKSORTS 


Over  80  hotels  worldwide  including  Amsterdam  Boston  Brussels  Dallas  Dubai  ■  Dublin  Edinburgh  Frankfurt 
London  Melbourne  Monte  Carlo  Montreal  New  Orleans  New  York  Paris  Rio  de  Janeiro  San  Diego  Singapore  Tokyo 


PUT  YOUR  MIND  AT  EASE 


Never  could  you  do  so  much 
with  something  so  small. 
And  beautiful. 

An  Olympus  ^ 
Microcassette ' "  Recorder- 
slips  out  of  your  pocket 
as  easily  as  a  pen, 
yet  captures 
inference 


word  for  word. 
All  with  just  the  touch 
of  your  finger. 
So  consider  the  possibilities. 
At  home,  on  the  road 
or  wherever 
a  thought  may  strike. 
And  you  'll  think  of 
Olympus. 


silver-plated  ebony  chop- 
sticks, $iio,  at  christoi  le, 
New  York,  212-308-9390. 
Dark  and  ivory  chocolates  from 
the  Gold  Ballotin  Au-Of-A- 
Kjnd  collection  ($21  for  26  PCS.), 

AT  GODIVA  CHOCOLATIER,  800-9- 

GODIVA.  All  prices  .approximate. 


Sunglasses,  $200,  by  Trac- 
tion Productions,  at  Rob- 
ert Marc  Opticians,  New 
York,  212-319-2000.  Soft  leather 
wallet  and  change  purse,  $55,  AT 
Kenneth  Cole,  800-487-4389.  Pearl- 
and-diamond  earrings,  $12,500, 
at  Tiffany  &  Co. ,  800-526-0649. 
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It's  all  there  in  black  and  white: your 
calendar.  Mothers  Day  (May  12).  Birthdays 

(June's  birthstone  is  the  pearl).  And  all 
those  weekend  house  parties  (read:  hostess 
gifts/  Plan  ahead;  shop  by  phone.  You  '11 
breeze  right  through  the  dog  days  of  summer. 

By  Mark  Grischke 

Photographs  by 
Monica  Stevenson 


rindle-and-white 
French  bulldog,  Ch. 
Showbiz  Foursome 
Split  Aces,  by  Mrs.  Carl  Fisher, 
Redding,  CT.  For  local  breed- 
ers, contact  Diana  Young, 
Secretary,  The  French  Bull- 
dog Club  Of  America,  5451 
Vance  Jackson  Road,  San  Ant- 
onio, TX  78230.  210-340-0055. 
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AmericanHeritage  Collection 


Books,  Videos,  CD  ROMs,  and  more  .  .  . 


r  r1  -rH  Tr1 


« HIS  OROUIIAS « 

WORLD  WAR  I 


THE 

LAST 
DAYS 

OF 

WWII 

THE  SPOILS  OF  WAR 


THE 

LAST 
DAYS 

OF 

WWII 

VICTORY  IN  EURO- 


THE  OXFORD 
COMPANION 

WORLD 
WAR  II 


AmericanHeritage  Collection 


Order  by  Phone,  Call  Toll-free  1-800-876-6556 


ie  Oxford  Companion  to  World  War  il 

Z.  B.  Dear,  general  editor,  M.  R.  D.  Foot, 
hutting  editor,  1,343  pages,  $60.00. 
0X2 

comprehensive  World  War  II  encyclope- 
dia that  combines  every  aspect  of  the 
|r,  including  strategy,  intelligence,  tech- 
\  logy,  battles,  and  economics,  with  contri- 
itions  from  more  that  140  leading  experts 
j  the  field.  It  is  arranged  in  A-Z  format  and 
t  tures  hundreds  of  maps,  charts,  tables,  and 
iiminating  photographs;  essays  on  major 
t'pics  like  diplomacy  during  the  war  and  the 
lhal  Solution;  and  biographies  of  figures 
iim  Ho  Chi  Minh  to  Dietrich  Bonhoeffer 
ad  Erwin  Rommel. 


World  War  II:  The  War  Chronicles 

70  minutes  each  (7  videocassettes),  $99.95. 
#ANE2 

The  most  complete  video  account  of 
World  War  II  ever  created  combines 
graphic  combat  footage  and  expert  com- 
mentary in  an  extraordinary,  epic  collec- 
tion offering  a  commanding  view  of  the 
battles  and  the  strategy,  the  men  and 
machines,  and  the  horror  and  heroism  that 
marked  this  critical  conflict.  This  painstak- 
ingly researched  account  uses  an  easy-to- 
follow  documentary  style  to  trace  events 
across  the  world,  from  Pearl  Harbor  and 
North  Africa  to  Berlin  and  Tokyo. 


The  Historical  Atlas  of  World  War  II 

by  John  Pimlott,  224  pages,  1 50  maps, 
100  color  and  black-and-white  illustrations, 
$45.00.  #AHH2 

This  book  traces  the  major  and  minor 
campaigns  of  World  War  II  in  Europe, 
Africa,  the  Middle  East,  Asia,  and  the  Pacific 
in  detailed  narratives  that  complement  the 
specially  commissioned  full-color  maps, 
offering  new  insight  into  the  strategic  condi- 
tions that  led  up  to  military  operations  and 
tactics.  Black-and-white  illustrations  and 
eyewitness  accounts  of  the  war  help  make 
this  reference  work  a  rich  source  of  informa- 
tion on  military  operations  that  shaped  and 
changed  our  history. 


1 

I  isoners  of  the  Japanese:  POWs  of 
\  irld  War  II  in  the  Pacific 

HGavflw  Daws,  448  pages,  $15.00.  #AMR2 
M  n  a  Japanese  prison  camp,  under  guards 
holding  life-or-death  power,  what  was  it 
j  ng  to  take  to  stay  alive,  stay  sane,  stay 
■nan?"  asks  the  author.  Japanese  prison 
(  nps  killed  more  than  10,000  Americans, 
<ti  so  far  this  somber  book  serves  as  their 
( ly  memorial.  The  author  distilled  1 1  years 
(jinterviews  to  tell  the  horrifying  account 
(  the  random  and  grisly  killings  of  Allied 
l(5oners.  This  grim  and  honest  record  has 
H  become  critically  acclaimed,  and  also 
If  become  the  all-time  bestseller  of 
merkan  Heritage's  "Editors'  Choice"  feature. 


4 

I  )la  Gay  and  the 

J  imic  Bombing  of  Japan 

'.{minutes  (1  videocassette),  $19.95.  #ANE3 
Q|  n  August  6,  1945,  the  B-29  Superfortress 
iii  Enola  Gay  ushered  in  the  atomic  age  by 
Rl  pping  an  A-bomb  over  Hiroshima, 
i  ing  more  than  70,000  people.  This  is  the 
n  ale  story  of  the  Hiroshima  and  Nagasaki 
;li  nbs,  from  the  genesis  of  the  weapons  to 
I  ir  execution.  Included  are  rare  footage  of 
I   U.S.  Army  Air  Force  mission,  never 

I  are  seen,  and  film  of  the  devastation  the 
'<r  after  each  bomb  was  dropped.  Personal 
j  htographs  from  crew  members  bring  to 

I I  their  role  in  the  end  of  the  war. 


lI 
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The  Victory  Collection: 

The  Smithsonian  Remembers 

When  America  Went  to  War 

3  CDs,  $39.95.  #ASM6. 
3  cassettes,  $34.95.  #ASM7 
£  orty-five  tracks  recorded  by  RCA  during 
the  war  years  have  been  re-released  in  a 
collection  dedicated  to  those  who  contributed 
to  every  aspect  of  World  War  II.  The  biggest 
stars  are  present:  Glenn  Miller  and  his 
Orchestra  sail  through  with  "She'll  Always 
Remember,"  and  Dinah  Shore  sings  "He 
Wears  a  Pair  of  Silver  Wings."  The  set  also 
includes  a  one-hour  sound  portrait  of  the  era 
called  "For  the  Duration,"  mixing  historic 
radio  material  and  newly  recorded  reminis- 
cences of  people  who  lived  through  the  war. 


5 


Picturing  the  Bomb:  Photographs 
From  the  Secret  World  of  the 
Manhattan  Project 

by  Rachel  Fermi  and  Esther  Sanaa,  232 
pages,  283  photographs,  including  19  in 
full  color,  $39.95.  #AAB2 
jf"  his  haunting  collector!  brings  together 
I  snapshots  of  the  creation  of  the  atom 
bomb.  Robert  Oppenheimer  and  Enrico 
Fermi  (the  co-author's  grandfather)  are 
shown  at  work  in  the  secret  laboratories  of 
Los  Alamos.  Also  shown  are  Oak  Ridge, 
Tennessee,  and  Hanford,  Washington,  cities 
created  to  manufacture  the  bomb's'fuel.  The 
power  of  this  book  rests  in  the  immediacy  of 
its  look  at  the  life  of  civilians  and  military 
staff  who  carried  out  the  historic  endeavor. 


8 

■■■■■■■ 
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The  Last  Great  Victory:  The  End  of 
World  War  I!,  July/ August  1945 

by  Stanley  Weintraub,  704  pages,  $34.95. 
#APE1 

Controversy  over  how  the  events  that 
ended  the  war  should  be  portrayed 
sparked  a  meticulous  and  highly  readable 
study  of  the  thirty  final  days  of  World  War 
II.  What  were  the  reasons  behind  Truman's 
decision  to  drop  the  bomb?  Was  Japan 
ready  to  surrender  anyway?  Why  two 
bombs,  not  just  one?  Weintraub  brings 
high-level  decisions  and  war-end  diplomacy 
to  life,  utilizing  declassified  notes,  diaries, 
and  other  documents,  and  shows  the  effects 
the  war's  end  had  at  home,  from  fears  of 
unemployment  to  joyous  celebrations. 


The  Last  Days  of  WWII:  Vol.  1 ,  Victory 
in  Europe;  Vol.  2,  The  Spoils  of  War 

150  minutes  (2  videocassettes),  $29.95. 
#ANE4 

This  remarkable  two-part  series  from  the 
Arts  &  Entertainment  network  covers  the 
final  year  of  the  war  in  Europe.  As  the  Allies 
closed  in  on  Germany,  questions  and  mys- 
teries began  to  arise:  Where  are  the  Nazis 
hiding  the  tens  of  thousands  of  art  treasures 
stolen  from  European  cities?  How  will  the 
Americans  and  Russians  carve  up  postwar 
Germany?  Footage  of  the  Nuremberg  trials, 
Allied  treasure-hunters  in  France,  and 
Russian  street  fighters  in  Berlin  make  this  an 
ominous  and  well-rounded  exploration  of  a 
crucial  year. 


HUNTLEY  &■  PALMERS 


"I  now  christen  thee 
HMS  Chips  Ahoy/" 
Classic  English  biscuit 
tins  on  sale  at  Christies 


ness 


Good  eggs,  hard-boiled...  S'wonderful, 
s 'marvelous,  s'up  for  grabs... a  bird 
in  the  hand's  worth  35  grand... and  more..., 


A first  edition  from 
Dashiell  Hammett, 

the  father  of  the 
hard-boiled 

detective  novel. 
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Huntley  &  Palmers 
Biscuit  Tins,  Christie's, 
S.  Kensington 

n  England  they  call  cookies  "bis- 
cuits," and  surely  think  Americans 
savages  for  not  doing  the  same.  In 
fact,  they  may  be  right  about  this 
one:  for  nowhere  on  Earth  do 
people  take  their  cookies  more 
seriously  than  in  Britain,  where 
easy-to-rip,  disposable  cello- 
phane wrappers  simply  aren't 
good  enough  to  transport  the  sweet 
cargo  from  grocer's  shelf  to  house- 
hold cupboard.  In  1868,  a  pair  of  enter- 
prising Englishmen  double-handedly 
managed  to  turn  cookie  storage  into 
an  art  form  upon  their  newly  granted 
patronage  as  "official  biscuit  suppliers 
to  Queen  Victoria's  Royal  House- 
hold." (Memo  to  McDonald's:  call 
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the  White  House,  see  what  you  c; 
work  out.)  Huntley  and  Palmers'  e: 
quisitely  wrought  biscuit  tins  henc 
forth  became  the  new  standard  1 
which  all  other  dessert-snack  packaj 
ing  was  measured. 

All  post-colonial  sniping  asidi 
these  are  remarkable  works  of  ai 
painstakingly  crafted  models  of  boal 
delivery  vans,  cannons,  farmhouse 
pieces  of  furniture — even  windrnil 
and  grandfather  clocks  with  mova 
parts.  So  treasured  were  these  tins  thl 
they  became  prized  for  many  years 
children's  toys  or  family  heirloon 
long  after  the  last  cookie  crumb  ha 
disappeared.  The  entire  collection 
expected  to  fetch  in  excess  of  $75,001 
with  individual  estimates  rangir 
from  $75  to  $3,000.  The  auction  will 
held  on  May  17,  in  London.  Contaq 
Hugo  Marsh,  44-171-321-3274. 


Modern  Literature 
First  Editions, 
Swann  Galleries 

:>ugh  guys  don't  dance — but  oh,  how 
ey  love  to  collect  rare  first  editions, 
specially  when  the  books  on  the  auc- 
pn  block  are  written  by  other  tough 
|jys,  about  tough  guys.  Up  for  grabs 
is  June  20  are  two  undisputed  clas- 
fcs:  Dashiell  Hammett's  The  Thin 
'an  and  Damon  Runyon's  Guys  And 
oils.  The  wealthy,  dapper,  crime- 
lving  duo  of  Nick  and  Nora  Charles 
?oved  to  be  among  Hammett's  most 
'loved  characters,  blending  the  hard- 
niled  detective  persona  with  a  splash 


of  cosmopolitan  elan  borrowed  from 
the  worlds  of  Noel  Coward  and  Cole 
Porter.  Buy  this  handsome  1934  first 
edition  secretly  for  a  friend,  hold  an 
extravagant  dinner  party,  then  clink 
your  glass  and  announce  with  an  air  of 
gravity:  "The  recipient  is  in  this  room, 
and  I  shall  reveal  his  or  her  name... 
right  after  I  mix  us  all  another  pitcher 
of  martinis.  Pass  the  vermouth,  won't 
you,  love?"  It's  estimated  to  sell  for 
between  $600  and  $900.  Runyon's 
famed  chronicle  of  seamy-but-lovable 
gangsters,  lowlifes  and  hangers-on 
inspired  the  musical  of  the  same  name, 
and  his  characters'  stylized  street  lan- 
guage spawned  a  new  subgenre  of 
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At 


running, 
cycling,  mountain  biking, 
golf,  tennis,  skiing,  swim- 
ming,  volleyball,  and 
weight  training.  Author 
and  sports  psychologist 
Dr.  Steven  Ungerleider  in- 
terviews the  top  athletes 
as  they  reveal  their  mental 
preparation  to  excel.  Avail- 
able at  all  book  stores. 


I  autographed  musical  quote  from  George  Gershwin:  nice  work  if  you  can  get  it. 


From  Rodale  Press 

1-800-848-4735 


IBSN  0  875  96-282 


The  art  behind  brand  leadership 
at  Sara  Lee. 


John  Bryan,  Chairman  and 
CEO  of  Sara  Lee  Corporation, 
talks  about  art  with  David  Finn, 
board  member  of  the  Business 
Committee  for  the  Arts,  and 
Chairman  of  Ruder-Finn. 

"When  I  was  a  child,  we 
lived  in  West  Point,  Mississippi. 
There  were  no  museums  within 
1  50  miles. 

"I  had  my  first  exposure  to 
the  fine  arts  in  1968,  when  our 
family  company,  Bryan  Foods, 
was  sold  to  what  was  then 
known  as  Consolidated  Foods.  I 
got  to  know  Nathan  Cummings, 
the  founder  and  chairman  of 
this  company  and  an  art  collector. 
In  1970  Nate  invited  me  to  an 
exhibition  of  his  collection  at 
The  Metropolitan  Museum  of 
Art  in  New  York.  I  had  never 
been  in  the  museum  before. 

"Since  then,  art  has  been  very  much  a 
part  of  my  life.  Whenever  I  go  on  a  business 
trip  to  our  facilities  around  the  world,  I  visit 
museums.  My  wife  and  I  became  particular- 
ly interested  in  English  decorative  arts  of  the 
late  17th  to  early  18th  century,  and  the 
American  Arts  and  Crafts  Movement. 

pnMHfifpPMnpB  wh 

^^^■^■^■H^^^H^BmB  becarm 
chief  executive  officer  of  the  company,  now 
called  Sara  Lee,  we  decided  to  acquire  part 
of  Nate  Cummings'  art  collection  for  our 
Chicago  headquarters.  The  collection  serves 
as  a  tribute  to  him  and  a  way  of  defining 
our  company.  Also,  I  serve  on  several  arts 
organizations'  boards  and  I  am  involved  in 
developing  business  support  to  the  arts. 

"Recently,  I  was  asked  by  the  Chicago 
Symphony  and  the  Lyric  Opera  of  Chicago  to 
provide  leadership  to  raise  $100  million  to  ren- 
ovate and  enlarge  their  performing  arts  facili- 
ties. We  achieved  this  goal  because  the  Chicago 
business  community  has  such  a  strong  tradi- 
tion of  support  for  the  city  and  its  cultural  life. 


John  Bryan  in  front  of  Berthe  Morisot's  "Young  Woman  in  a  Garden" 
at  Sara  Lee  headquarters.  Photo:  David  Finn 


"Involvement  in  the  arts  is  especially 
relevant  to  Sara  Lee,  since  our  mission  is  to 
build  brands.  We  have  some  of  the  greatest 
consumer  brands  in  the  world  today.  And, 
like  works  by  great  artists,  our  brands  are 
valued  for  their  originality  and  quality.  Sara 
Lees  art  collection  inspires  us  to  strive  for 
the  highest  quality  in  everything  we  do. 

"The  arts  are  the  best  expression  of  true 
quality.  By  supporting  the  arts,  and  associating 
with  the  arts,  we  strengthen  our  company's 
commitment  to  high  quality  management 
and  products.  We  believe  that  our  efforts 
with  the  arts  serve  the  interest  of  the  corpo- 
ration and  our  stockholders,  as  well  as  the 
communities  in  which  we  work  and  live." 

The  most  respected  companies  in  the 
world  are  involved  with  the  arts  in 
altogether  new  ways.  To  form  an  alliance 
that  meets  your  strategic  goals,  contact: 

Business  Committee 
for  the  Arts,  Inc. 

1775  Broadway 


New  York,  New  York  10019 
212  664-0600 

Prepared  as  a  public  service  by  AD  LUBOW.  Inc. 


American  slang:  "Runyonese."  Thj 
1931  first  edition  is  signed  by  the  autfl 
or  and  is  estimated  to  sell  for  betwet 
$400  and  $600. 

Also  for  sale:  first  editions  by  tw 
very  tough  guys,  one  of  whom  had 
fondness  for  battling  bulls  and  gami 
fish,  the  other  of  whom  liked  to  tal 
on  gargantuan  socioeconomic  sy 
terns.  A  1926  first  edition  of  Erne) 
Hemingway's  The  Sun  Also  Rises  is  ej 
pected  to  fetch  anywhere  from  $2,oq 
to  $3,000.  And  how  appropriate  thl 
a  rare  1947  Russian  translation  < 
George  Orwell's  anti-Bolshevik  allj 
gory,  Animal  Farm,  will  be  sold  to  tl| 
highest  bidder  at  that  most  capitalij 
of  venues,  the  auction  house.  Pre-saj 
estimate:  $600  to  $900.  The  Model 
Literature  sale  will  be  held  on  June ; 
in  New  York  City.  Contact:  Swar) 
Galleries,  212-254-4710. 

George  Gershwin 
Memorabilia, 
William  Doyle  Galleries 

Got  music?  Got  rhythm?  Still  wa 
more?  Well,  you  could  ask  for  an  ai 
tographed  musical  quotation  fro 
George  Gershwin's  "Rhapsody 
Blue,"  that  great  American  anthem 
urbanity.  Framed  beneath  an  elegai 
photo  of  the  quite  nattily  dresss 
maestro  at  his  piano,  this  jazz-ai 
relic — estimated  to  go  for  betwet 
$2,000  and  $4,000 — confers  instai 
sophistication  upon  its  holder, 
small  chunk  of  William  Doyld 
Books,  Maps  &  Autographs  auctirj 
this  spring  will  consist  of  Gershwir 
signed  letters  and  other  items — ii 
eluding  one  telling  missive  to  a  frieii 
named  "Tessie,"  summing  up  the  a] 
peal  that  Hollywood  held  for  tn 
Brooklyn-born  son  of  working-claj 
immigrants.  Written  just  a  year  befo 
his  death,  the  legendary  composi 
rhapsodizes  poolside  at  his  bungalow 
"This  place  has  many  things  in  i 
favor,  for  instance,  I  am  writing  thj 
letter  sitting  with  practically  nothir 
on  by  the  pool  while  the  famed  sum 
pouring  its  warmth  on  me.  It's  really 
very  easy  life  out  here."  (Yeah,  we 
tell  that  to  Clifford  Odets.)  The  sa 
will  take  place  on  May  8,  in  New  Yol 


SLAZENGER 


LAWN 
TENNIS, 


the  CHAMPIONSHIP 

OF  THE  WORLD  HAS  BEEN  WON 
12  SUCCESSIVE  YEARS  WITH  THIS  RACKET. 


{Raise  a  royal  racket  at  Christie's  Tennis  auction,  coinciding  with  Wimbledon. 


fty.  Contact:  William  Doyle  Galler- 
I,  212-427-4141. 

i  Parisian  Street  Lights, 
c.  1890, 
Red  Baron's  Antiques 

'  |ic  French  government  would  really 
Ter  that  you  not  own  these.  That 
me  should  be  enough  to  propel 
my  of  us  to  Atlanta  on  June  22  and 
for  the  once-in-a-lifetime  chance 
purchase  this  pair  of  incroyable 
eetlights  from  the  Champs 
ysee.  Normally  not  for  sale 
der  any  circumstances — the 
snch  are  increasingly  concerned 
but  artistic  treasures  leaving  their 
.intry — these  lights  were  recently 
noved  lor  a  small  public  works 
pject  and  snapped  up  by  a  lucky 
d  Baron's  buyer  before  les  gen- 
rmes  caught  wind.  The  lights 
:  16  feet  tall,  with  an  acanthus- 
brned  base  supporting  a  fluted 
umn  that,  about  a  third  of  the 
y  up,  is  wrapped  with  an  orna- 
ntal  frieze  decorated  with  has  re- 
i  feminine  masks.  (Look  closely 
;  vestigial  chewing  gum  placed 
pre  by  goose-stepping  German 
rupiers.)  Atop  is  a  Corinthian  cap- 
I  supporting  the  massive  cylin- 
cal  bronze  lantern.  You'll  never 
t  another  opportunity  to  buy 
/thing  like  these;  nor  will  you 
t  get  another  opportunity 


like  this  one  to  irritate  the  French. 
Pre-sale  estimate:  $35,000  to  $50,000 
for  the  pair.  Contact:  Towns  Killough, 
404-252-3770. 

Art  front  the  Walter  Lantz 
Foundation  Collection, 
Butterfield  &  Butterfield 

How  much  wood  could  a  wood- 
pecker peck  if  a  woodpecker  could 
pick  up  35  grand  for  a  single 
day's  work?  Find  out  at  this 
sale  of  original  art  culled  from 
the  Walter  Lantz  Founda- 
tion Collection.  That's  right: 
Walter  Lantz,  the  artist  who 
gave  us  Woody  Woodpeck- 
er— not  to  mention  a  skilled 
painter  of  landscapes,  sea- 
scapes and  other  wood- 
pecker-free scenes  of  natu- 
ral beauty.  For  sale  will  be 
more  than  180  items,  in- 
cluding original  animation 
eels,  oilgraphs  and  paint- 
ings, many  bearing  the  image  of 
Lantz's  most  famous  creation.  And 
one  lucky  bidder  will  walk  awav 
with  the  sale's  piece 
The  City  of    de  resistance:  a  heroic 
Lights  is  now  oil-on-canvas  ren 
missing  two.    dering  of  Woodv 
painted  by  Lantz, 
which  hung  over  the  artist's  desk 
for  many  years  and  which  is  ex 
pected  to  bring  in  between 


$30,000  and  $35,000.  Don't  let  some 
high-rolling  representative  from  a 
Japanese  banking  consortium  rob  us  of 
this  national  treasure,  just  so  he  cm 
hang  it  alongside  his  latest  Monet  or 
Van  ( Jogh  trophy!  Do  what  red,  white 
and  blue  Woody  would  want  you  to 
do:  close  out  your  savings  account  and 
help  keep  him  in  his  natural  habitat. 
Auction  date:  May  6,  in  I  os  Angeles. 
Contact:  Michael  Schwartz,  213  8c;o 
7500,  extension  205. 

Tennis, 
Christie's,  S.  Kensington 

Even  if  they  haven't  produced  a  de 
cent  player  in  decades,  tennis  still 
belongs  spiritually,  at  least  to  the 
English.  This  June,  much  of  the  en- 
tire civilized  world  will  be  wearing 
classic  shades  of  white, 
eati  n  e 


The  bird  is  the 
word:  from 
the  Walter  Lantz 
Collection. 


strawberries 

and  cream  ami  heatedly  ar- 
guing the  virtues  of  grass 
versus  elav  as  Wimbledon, 
that  most  English  of  sport 
ing  events,  takes  place  once  again. 
Christie  s  of  I  .ondon  will  get  in  on  the 
action  with  a  sale  of  positively  smash 
ing  tennis  related  items,  including 
one  of  the  earliest  tennis  rackets  ever 
to  be  produced,  an  1871)  Seltham 
"Alexandra,"  expected  to  bring  in  any 
where  from  $1,200  to  $1,800.  The  sale- 
will  be  held  in  London  on  func  21. 
Contact:  Christie's,  4a  171  321-3200. 
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CREAM 


THE  MAIL-ORDER 


ATALOGUES 


ausage  by  Mail? 

jbu  bet.  And  a  lot  more 
zzling  merchandise  as  well. 

i^TVo  tropical  fish  were  harmed  in  the 
hnufacture  of  these  snappy,  no-mainte- 
nce  Murano  Glass  Aquariums.  Comes  in 
x\o  sizes,  and  no  two  alike. 

In  #13304  (large:  9"w  by  7"h)  $380 

|n  #15414  (giant:  12.5"w  by  10.5"h)  $925 

Silly  &  Scully  800-223-3717 

\f  Inspired  by  Italy's  Umbrian  countryside, 
Is  trunk  and  detachable  stand  is  the  most 
raxed  piece  of  furniture  we've  seen.  Muted 
l/ette  goes  with  everything,  especially  fet- 
\cini  Alfredo. 

In  #MT036  $399 

Hard  Designs  404-351-5099 

i 

^Your  kid  will  be  the  talk  of  the  play- 
hup  with  this  beautiful,  nine-foot-diam- 
rr  Learn-Around  Activity  Carpet. 
Vlorful,  soil-resistant  nylon  meets 
Vionalfire  safety  standards. 

in  #LC223  $325 

!  eshore  800-421-5354 

iUZ,£/  those  cocky  mountain  bikers  huff 
W  Puff t0  ^e  top-  Y°"  'H  glide  easy  on  the 
\p  Electricruiser.  Reaches  15  mph  with- 
i pedaling,  recharges  in  three  hours. 
,(i  #ZJ100  (Zap  only,  for  your  own  bike). .$495 

■i  #ZJ101  (Electricruiser  bike)  $995 

rper  Image  800-344-4444 

tl  Summon  up  nostalgia  for  the  pre- 
inivan  days  with  this  swell  Woody 
ygon  shirt.  Cool  rayon  comes  in  Chile 
\Straw  (a.k.a.  red  or  off-white). 

1  #2233  $50 

velSmith  800-950-1600 


Tired  of  wasting  time  on  the  Internet? 
Try  a  few  hours  with  this  Zen  Taki 
Desktop  Fountain.  Rearrange  live  plants, 
twigs,  stones  to  the  water's  gentle  burble. 

Item  #15D  $225 

Art  Institute  Of  Chicago  800-621-9337 

Q  Why  squat  when  you  can  sit?  Rolling 
Workseat  has  one-inch  steel  tubing,  heavy 
plastic  tires  and  400 pounds  of  capacity. 

Item  #10094T  $90 

Sporty's  Tool  Shop  800-543-8633 

This  1876  Centennial  Baseball  board 
game  takes  us  back  to  the  ol'  days — before 
drug  abuse  and  greed  made  the  sport  a  lot 
more  fun!  Play  is  based  on  actual  historical 
incidents  from  1860  to  1890. 

Item  #R85-W3265  $40 

Worldwide  Games  800-888-0987 

^^As  if  those  Kokopelli  figures  weren't 
annoying  enough,  someone  had  to  teach 
them  how  to  golf.  A  great  gift  for  whomev- 
er wears  the  lime-green  pants  in  the  family. 

Item  #42307  $45 

Wireless  800-669-9999 

This  Swampscott  Dory  won 't float,  but 
at  least  you  can  say  you  built  it.  Kit  comes 
with  laser-cut  wooden  parts,  sailcloth,  rig- 
gings and  all  the  fittings.  A  good  one  for 
beginners — and  there  are  lots  more. 

Item  #LW114  $59 

Bluejacket/Laughing  Whale  800-448-5567 

Oatmeal,  schmoatmeal:  breakfast  ain't 
breakfast  without  sausage.  Low-fat  poultry 
and  traditional  pork  concoctions  come  in 
smoked  chicken  &  apple,  whiskey  fennel, 
smoked  Thai  and  more.  $30  for  16  links. 

Aidells  Sausage  Co  800-546-5795 
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band  bought  her  a  d0g  ag6' her  *E  ■ 
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pr°nouncSd"1  medic*, 
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[;;Ls"errett  Justice  Center  m^^.  cut  the  braided 
Jgi«  ^hen  someone  ^th  a  ^  Qfficials  ^  one  ui- 
bedsheets  mey  were  c  ^bm^"  n  ^ne;  the  o 

treated  and  returned  to  jaii.  "     included  in 
cut  by  an  inmate  irked  at  not  being 


said.  One  in- 
others  ^were 
sheets  were 
the  escape. 
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LONDON    PARIS  NEVVORK 


SURGEON  GENERAL'S  WARNING:  Cigarette 
Smoke  Contains  Carbon  Monoxide. 

mg.  "tar,"  1.2  mg.  nicotine  av.  per  cigarette  by  FTC  method. 
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900  SE  Turbo  Convertible 


The  Saab  900  Turbo  Convertible  may  necessitate  a  few  extra  trips  to  the  stylist,  but  you'll  love  the  ride.  For  one  thing,  you 
can  bring  company.  Its  spacious  interior  comfortably  seats  up  to  four  full-size  adults.  And,  at  0  to  60  in  6.9  seconds*  you'll  also 
doubtless  appreciate  being  able  to  leave  drivers  of  the  BMWZ3  and  Audi  Cabriolet  clutching 
their  toupees.  For  a  free  Saab  Excursion  Kit,  call  I  -800-582-SAAB,  Ext.208.  www.saabusa.com 


•Saab  test,  Rood  &  Track,  2/96.  BMW  Z3  test,  Rood  &  Track,  1/96.  Audi  Cabriolet  test,  Rood  &  Track,  7/94.  ©1996  SAAB  CARS  USA,  INC 
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COMPENSATION 


May  20,  1996 


BURLINGAME  PUBLIC  LIBRARY 

3  9042  04208647  7 


outside 
corporate 

*  erica 


Gamblei4 

annual  income 

$1.4  million 


Indian  Chief 

ual  income 

million 
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SAVIN 

WE'RE  GOING  TO  WIN  YOU  OVER 
ONE  COMPANY  AT  A  TIME. 


And  we've  got 
what  it  takes. 
Innovative  prod- 
ucts. Document 
solutions  designed  to 
bring  new  levels  of 
productivity  to  your  company.  And 
dedicated  people  to  back  it  all  up. 

Tell  us  what  you  need,  we'll  pro- 
vide a  document  solution  for  you. 

We  have  one  of  the  most  com- 
plete product  lines  in  the  industry. 

From  high  performance  copiers 
that  produce  up  to  80  copies  per 
minute.  To  plain  paper  facsimile 
machines  that  let  you  fax,  copy,  scan 
and  print  from  your  computer.  To 
digital  full  color  imaging  systems 
that  deliver  such  high  resolution 
color  prints,  your  documents  will 
get  all  the  attention  they  deserve. 

To  find  out  how  our  win-you- 
over  business  philosophy  can  be 
good  for  your  business,  call 

1-800-234-1900 


to  receive 

our  free,  interactive  "Discover  Savin"  diskette.  And  learn  more  aboil 
Savin,  all  our  products  and  the  sales  office  nearest  you. 
There's  never  been  a  more  opportune  time  to  get  to 
know  Savin.  And,  one  company  at  a  time,  we'll  prove 
it  to  you. 
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WE'RE  GOING  TO  WIN  YOU  OVER 


SchvoaVs  advice  to  investors 


Know  As  Much  As  You  Can, 
Pay  As  Little  As  You  Can. 


What  does  it  take  to  become  a 
successful  investor? 

While  many  would  have  you 
believe  that  it's  a  mystifying  process, 
we  at  Schwab  have  a  different  point 
of  view. 

For  best  results, 
the  tried  and  true. 

At  Charles  Schwab,  we  believe 
investing  is  best  done  when  you're 
guided  by  a  few  basic  principles: 

•  Invest  for  the  long  term  rather  than 
the  quick  gain. 

•  Look  for  value  wherever  you  can 
find  it. 

•  Seek  out  balanced,  objective 
information. 

•  Evaluate  carefully  the  advice  of 
organizations  that  have  a  vested 
interest  in  the  financial  products 
they  sell  you. 

Investors  who  pay  less 
have  more  to  invest. 

Charles  Schwab  introduced  the 
concept  of  discount  brokerage  20 
years  ago,  and  we're  more  deter- 
mined than  ever  to  make  sure  that 


At  Schwab,  we  believe 
the  investor  should  think  intently 
and  spend  wisely. 


investors  enjoy  a  cost  advantage. 

So,  for  example,  a  product  like 
Schwab's  Mutual  Fund  OneSource 
service  offers  over  500  funds  from 
many  of  America's  best-known 
mutual  fund  families.  And  every 
single  one  of  them  is  free  of 
loads  and  transaction  fees. 

(While  load  funds  can  offer 


attractive  returns  and  other  benefits, 
you  could  start  off  with  them  by 
giving  up  as 
much  as  6% 
of  your  prin- 
cipal. Even 
on  bad  days, 
the  Market 

Charles  R.  Schwab 
s  rarely  off      Committed  to  giving  you  control 
over  you  r  financial  goals. 

that  much.) 

Why  not  become  a 
Schwab  customer  yourself? 

Every  day,  thousands  of  new 
investors  turn  to  Schwab.  Why 
not  join  them?  We  think  you'll 
find  it  an  altogether  demystifying 
experience. 


An  Invaluable 

Investing 
Sourcebook: 
Yours  Free. 
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To  receive  your  free  copy  of 
The  Essential  Investor'"  visit  one  of  our  more 
than  220  offices  nationwide  or  phone: 

1-800-833-8633 


Charles  Schwab 


1996  Charles  Schwab  &  Co.,  Inc.  All  rights  reserved.  Member  SIPC/NYSE.  (5/96)  Prospectuses  containing  more  complete  information,  including  management  fees,  charges  and  expenses, 
available  from  Schwab.  Schwab  receives  remuneration  from  Mutual  Fund  OneSource  companies.  Schwab's  standard  transaction  fee  will  be  charged  on  each  redemption  ot  tund  shares  bought 
with  no  transaction  fee  and  held  for  90  days  or  less.  Schwab  reserves  the  right  to  assess  Schwab's  standard  transaction  fees  in  the  future  should  short-term  trading  become  excessive. 


A  Lot  Of  Computers  Claim  To 
Be  The  Best.  This  One  Sends  You  It 
Health  Records  To  Prove  It. 
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The  biggest  headaches  always  seem  to  come  without  warning.  Well, 
that's  no  longer  the  case  when  it  comes  to  managing  the  desktops  on  your 
network.  Thanks  to  Intelligent  Manageability,  found  only  on  the  Compaq 
Deskpro,  we've  revolutionized  the  way  you  manage  and  support  your 
desktops  on  a  complex  network.  The  Compaq  Deskpro  constantly  keeps 

The  Compaq  Deskpro. 

_  if*  l  c     l     r  M'/r/i  Intelligent  Manageability,  we've  revolu- 

you  intormed  or  its  vital  signs.  So  before  something  goes  wrong,  you 

o    ^  twni/.cd  the  way  you  manage  and  support  your 

desktops  on  a  network.  It  raises  your  control  to 

know  about  it.  And  even  better,  you're  prepared,  an  unprecedented  level. 

By  taking  full  advantage  of  the  broadest  range  of  management  tools,  we've  redefined  the  meaning 
of  control.  And  knowledge.  Now,  status  reports  are  retrievable  right  from  the  desk  of  the  administrator, 
allowing  you  to  manage  your  entire  PC  inventory  from  a  single  location.  And  our  commitment  to  open 
standards  has  driven  us  to  develop  the  widest  range  of  industry  partners,  making  Intelligent  Manageability 
easy  to  integrate  into  any  network. 

More  importantly,  you'll  be  alerted  to  potential  problems — before  they  become  real  problems.  Hard 
drive  failure  is  no  longer  life-threatening.  Quite  literally,  the  Deskpro  monitors  its  internal  temperature 
while  the  IntelliSafe  hard  drive  conducts  its  own  diagnostics,  forewarning  you  of  potential  failure.  And  as  a 
preventative  measure,  critical  data  is  automatically  safeguarded  on  a  backup  tape.  All  this  gives  you  ample 
time  to  replace  parts  at  no  expense  under  our  Pre-Failure  Warranty."  We've  even  got  a  range  of  features 
that  protect  your  data  and  components — just  in  case  anyone  without  authorization  tries  to  get  hold  of  them. 

Easy  to  inventory.  Easy  to  maintain.  Easy  to  protect.  Intelligent  Manageability  offers  the  best 
desktop  management  solution  in  the  industry  and  raises  your  control  to  an  unprecedented  level.  The 
Compaq  Deskpro.  After  all,  it's  a  computer  that  constantly  checks  its  own  pulse.  ^^ff/V]Plf\£i_ 

Has   It   Changed  Your   Life  Yet? 


©1996  Compaq  Computer  Corporation  All  rights  reserved.  Compaq  and  Deskpro  registered  U.S.  Patent  and  Trademark  Office.  'As  with  alt  Compaq  PCs.  Deskpro  is  covered  h\  our  i-\.ear  limited  warranty.  Some 
features  available  with  Compaq  Deskpro  and  independent  software  applications,  Other  features  onlj  available  with  Windows  95.  I  he  Intel  Inside  logo  and  Pentium  are  registered  trademarks  ol  Intel  Corporation  in 

the  U.S.  ant)  other  countries.  For  more  on  our  lull  line  of  Compaq  desktop  PCs,  call  us  at  1-800- J4S-1S18  or  reach  us  on  the  Web  at  www.compaq.com  In  Canada,  we  can  be  reac  hed  at  1-800  567-1616. 


lYIHl  CU,  1330 

VOLUME  157  NUMBER  10 


Forbes 


On  the  Cover 

176  Getting  Rich  outside 
corporate  America 

Why  do  they  cheer  when 
poets,  cartoonists  and 
rock  stars  rake  in  the  big 
bucks? 

By  Dyan  Machan 

184  Executive 
Compensation 
America's  highest-paid 
bosses  over  the  last  years. 

192  Ranking  the  800  top 
executives 

Management, 

Strategies, 

Trends 

44  Stew  Leonard's 

Inheriting  Dad's  flaw? 

By  Phyllis  Berman 

45  Dennis  Washington 

Will  Morrison  Knudsen 
become  part  of  his  empire? 

By  Stephen  S.  Johnson 


COVER  PHOTOGRAPHS  (CLOCKWISE 
FROM  TOP  LEFT):  RIC  NOYLE; 
TED  SOQUI/SYGMA; 
COURTESY  CF  MASHANTUCKET 
PEQUOT  TRIBAL  NATION; 
ANDREA  RENAULT/GLOBE  PHOTOS 


47  Premisys 
Communications 

Ray  Lin  has  built  a 
$1  billion  company 

By  Gary  Samuels 

48  Taubman  Centers 

Outdrawing  other  malls. 

By  Zina  Moukheiber 

56  Cigarettes  Cheaper! 

John  Roscoe  caters  to 
adults  who  smoke. 
By  Tim  W.  Ferguson 

65  APAC  TeleServices 

Ted  Schwartz  figured 
out  an  easier  way  to  sell 
his  wares. 
By  Howard  Rudnitsky 

84  Reynolds  and 
Reynolds 

Giving  an  industrial  lag- 
gard a  good,  swift  kick. 
By  Robert  La  Franco 

104  Partner,  landlord 

Alternative  telecom 
providers  share  the  take. 
By  Christopher  Palmeri 

159  Green  Revolution 

Genetically  altered  seeds. 
By  Howard  Rudnitsky 


56  Cigarettes 

"To  create  a  market- 
ing opportunity  for 
your  competition  is 
not  just  a  crime,  it's 
a  sin." 


164  Haworth 

Downsizing?  How  about 
new  desks  for  the  survivors? 

By  Christie  Brown 

170  Time  Warner 

A  beached  whale,  it  has 
lost  its  freedom  of  action. 

By  Matthew  Schifrin 

236  AAR 

How  to  run  an  airline 
without  airplanes. 

By  Marcia  Berss 

248  Cogen  Technologies 

How  Bob  McNair  got  to 
be  worth  $800  million. 

By  Ann  Marsh 

256  Starting  Your  Own 

Business 

Electric  Press 

Why  Duffy  Mazan  went 
out  into  the  wide  world. 

By  Janet  Novack 

260  Up  &  Comers 
Orthodontic  Centers  of 
America 

Have  teeth  done  by  Dr. 
Lazzara.  Don't  buy  stock. 
By  Kerry  A.  Dolan 
with  Amy  Feldman 


48  Taubman's  Ashley 

"I'll  go  into  Bobby's 
office  and  tell  him, 
This  is  a  hot  con- 
cept; it's  worth  giving 
up  a  little  in  rent 
dollars.'" 


264  Up  &  Comers 

Will  Mossimo  Giannulli 
be  the  next  Calvin  Klein? 

By  Robert  La  Franco 

276  Faces  Behind  The 
Figures 

Ryan  Brant,  Take-Two 
Interactive;  Catherine 
Taylor,  Cole-Haan. 

278  Marketing 

Selling  wax  candles. 

By  Lisa  Gubernick 

280  Marketing 

Rockport  shoes  redux? 
By  Caroline  Waxier 

Law  &  Issues 

42  Economic  growth 

It  could  be  better. 

By  Peter  Brimelow 

96  On  The  Docket 

Forfeit  boom. 

By  Susan  Adams 

124  Environmental 
imperialism 

Taxpayers  pay  to  harass 
U.S.  firms  abroad. 

By  Brigid  McMenamin 


4 


Forbes  ■  May  20,  1996 


170  Time  Warner 

"Jerry  made  the 
worst  mistake  in  the 
book.  He  handed 
veto  power  over  his 
best  assets  to  out- 
siders who  had  their 
own  agenda." 


252  It  can't  happen  here 

A  state  that  keeps  all  your 
personal  medical  records. 
By  Brigid  McMenamin 

International 

68  Toyota 

Can  a  tough  new  boss 
restore  its  tarnished  glory? 

By  Neil  Weinberg 

86  Has  Labor  changed 
its  spots? 

Will  a  Labor  victory  dark- 
en Britain's  bright  picture? 

By  Howard  Banks 

98  Luxottica 

Leonardo  Del  Vecchio 
steals  another  march. 

By  Richard  C.  Morais 

Computers/ 

Communications, 

Technology 

282  Digital  watchdog 

Bad  news  for  burglars. 

By  Jeffrey  S.  Young 

284  Ultratech 

Touting  lower  quality. 

By  Kambiz  Foroohar 


124  USAID 

"Sustainable 
development  is 
fundamentally 
fascist." 


286  Parameters 

By  Andrew  J.  Kessler 

288  An  on-line  gamble 

Getting  Internet  dollars. 

By  Nikhil  Hutheesing 

291  Insights 

By  Peter  Huber 

Departments 

10  Side  Lines 

12  Follow-Through 

18  The  Informer 

22  Readers  Say 

25  Fact  and  Comment 

30  Other  Comments 

35  Commentary 

39  Transparent  Eyeball 

40  Forbes  Index 

327  Flashbacks 

328  Thoughts 

6  Editorial  Index 


FORBES  ONLINE 

is  an  electronic  edition 

of  Forbes  available  on 

CompuServe.  To  access: 

GOFORBES 

To  access  Forbes 

on  the  Internet,  set  your 

browser  to: 

http://www.forbes.com 


Money  & 
Investments 

297  The  Funds 

If  you  don't  have  a  clue 
how  to  pick  a  mutual 
hind,  you  could  pay 
someone  to  do  it. 
But  the  fees.  .  .  . 
By  Thomas  Easton 
and  Julie  Androshick 

298  The  Funds 

Fidelity's  bull  market 
babies.  Short  memories 
are  a  virtue  in  bull  mar- 
kets. In  bear  markets? 

By  James  M.  Clash 
and  Mary  Beth  Grover 

301  The  Forbes/Barra 
Wall  Street  Review 

302  Commodities 
Review 


Personal  Affairs 

316  Sports  cars 

European  sports  cars  at 
lower  prices. 
By  Jerry  Flint 

318  Infrequent  flier 
blues 

Why  you  can't  get  on 
popular  flights. 

By  William  G.  Flanagan 
with  Alexandra  Alger 


304  Streetwalker 

Netscape  PEPs;  Imnet 
Systems;  Bally  Total 
Fitness;  Griffin  Gaming; 
B.A.T  Industries. 

Columnists 

82  Observations 

Thomas  Sowell 

121  Point  Of  View 

Steve  H.  Hanke 

139  The  Capitalist  Ethic 

Robert  A.  Sirico 
168  As  I  See  It 

Diane  Ravitch 

306  Portfolio  Strategy 

Kenneth  L.  Fisher 

308  Wall  Steet  Irregular 

Mark  Hulbert 

310  Stock  Trends 

Laszlo  Birinyi  Jr. 

312  Market  Trends 

Martin  Sosnoff 

314  Commodities 

John  Brimelow 


320  Ideas 

The  madmen  of 

Washington 

By  James  W.  Michaels 

322  Collectors 

Old  globes  have  attracted 
fanatical  collectors. 

By  Doris  Athineos 

316  Sports  cars 

"Plunk  your  body 
down,  keep  your 
knees  together  and 
swing  to  the 
aAl  right." 


May  20,  1996  •  Volume  157  •  Number  10 

FORBES  (ISSN  0015  6914)  is  published  biweekly  except  weekly  during  two 
weeks  in  October  by  Forbes  Inc.,  60  Fifth  Ave.,  New  York,  N.Y.  10011. 
Second-class  postage  paid  at  New  York,  N.Y.  and  at  additional  mailing  offices. 
International  Publications  Mail  Agreement  No.  451029. 
GST  #  12576  9513  RT.  POSTMASTER  Send  address  changes  to  Forbes  Sub- 
scriber Service,  P.O.  Box  37162,  Boone,  IA  50037-0162.  Copyright  ©  1996 
Forbes  Inc.  Title  is  protected  through  a  trademark  registration  in  the  U.S. 
Patent  Office.  Subscription  rate:  $57  a  year. 


Forbes  ■  May  20,  1996 


5 


Forbes 


EACH  REFERENCE 
IS  TO  THE  FIRST 
PAGE  OF  THE 
STORY  IN  WHICH 
THE  COMPANY  OR 
NAME  APPEARS. 


AAR,  236 
Aboodi,  Oded,  170 

Acclaim  Entertainment,  276 

Acorn  Computer,  286 

Adair,  Paul,  19 

ADC  Communications,  47 

Adelson,  Andrew,  104 

Adelson,  Gary,  104 

Adelson,  Merv,  104 

AES,  248 

Aetna,  310 

AgResource,  302 

Air  &  Water  Technologies,  12 

Al-Assad,  Hafez,  25,  30 

Allen,  Robert,  184 

Alliance  Capital,  170,  306 

America  Online,  22 

American  Express,  176,  312,  318 

American  Home  Products,  159 

American  President,  306 

Amerindo  Investment  Advisors,  47 

Ameritech,  282 

AMR,  236,  318 

Arthur  Andersen,  178 

Angelou,  Maya,  176 

Animal  Actors  of  Hollywood,  177 

APAC  TeleServices,  65 

Apple  Computer,  282 

Archer  Daniels  Midland,  308 

Argosy  Electronics,  39 

Arkway,  Richard  B.,  322 

Armani,  Giorgio,  264 

Army  Times  Publishing,  256 

Asarco,  124 

Ashley,  Barbara,  48 

AT&T,  22,  30,  47,  184,  282,  288 

Atlantic  Energy,  308 

Atwood,  Brian,  124 

Automatic  Data  Processing,  84 

Avmark,  318 


Bakke,  Dennis  W.,  248 
Baldwin,  Mark,  56 
Baldwin,  Sally,  56 

Bally  Entertainment,  304 
Bally  Total  Fitness,  304 
Bank  of  Nova  Scotia,  306 
Barnett,  Scott,  39 
Barro,  Robert  J.  42 
Bascetta,  Richard,  164 
BASF,  159 

B.A.T  Industries,  305 
Bayer,  159 

Bear  Stearns,  302,  304 
Bechtel,  45 
Beck,  Eckardt,  12 
Belli,  Susi,  98 
Benetton,  18 
Bennett,  Robert,  252 
Alfred  Berg,  98 


Berkshire  Hathaway,  192,  312 
Berlusconi,  Silvio,  35 
Beyer,  Barbara,  318 
Black  Hound  New  York,  48 
Blackwell,  42 
Blair,  Anthony,  86 
Bloomingdalc's  (Federated 
Department  Stores),  278 
Blue  Cross/Blue  Shield 

(Maryland),  252 
Blyth  Industries,  278 
Blyvooruitzicht,  314 
BMW,  68,  316 

Booz,  Allen  &  Hamilton,  170 
Bosch,  Robert,  86 
Brady,  Edward,  18 
Brant,  Ryan,  276 
Bre-X,  314 
Browne,  David,  98 
Buffett,  Warren,  192,  312 
Burns,  Ken,  26 

Burrus  Research  Associates,  178 
Burrus,  Daniel,  178 


Cable  Plus,  104 
Cabletron  Systems,  192 
Calgene,  159 
Callahan,  Craig,  297 
Camden  Property  Trust,  104 
Campo,  Richard,  104 
Campus  Travel  Euroflights,  318 
Canaan,  236 
Canadian  Imperial,  306 
Canon,  284 
Capital  Group,  170 
Carter,  Jimmy,  320 
Caterpillar,  124,  310 
Center  for  Financial 

Research  &  Analysis,  260 
Cerulli  Associates,  297 
Chapline,  Joe,  318 
Chart  House,  178 
Chato,  Paul,  22 
Chow,  C.  Robert,  298 
Christie's,  16,  322 
Christopher,  Warren,  25 
Chrysler,  68,  316 
Ciba-Geigy,  159 
Cigarettes  Cheaper!,  56 
Cincinnati  Bell,  65 
Citicorp,  320 
Citizens  Bancorp,  192 
Cleese,  John,  18 
Clinton,  Bill,  25,  320 
Coca-Cola,  176,  312 
Cogen  Technologies,  248 
Cogentrix  Energy,  248 
Collins,  Jeremy,  322 
Columbus  Realty  Trust, 
Compagnie  Generale 
des  Eaux,  12,  248 
Compaq  Computer,  282 
CompuServ  (H&R  Block),  297 
Continental  Airlines,  318 
Coss,  Lawrence,  184,  192 
Council  Charter,  318 
Cox,  W.  Michael,  42 
Cristophe,  180 
Crown,  320 

Crumbley,  D.  Larry,  22 

Customer,  56 


104 


Daimler-Benz,  68,  86,  316 

David  Sarnoff  Research  Center,  18 

Dawson,  Margaret,  256 

Deere,  310 

Defiance,  301 

Dekalb  Genetics,  159 

Dekker,  Elly,  322 

Del  Vecchio,  Claudio,  98 

Del  Vecchio,  Leonardo,  98 

Dell  Computer,  192 

Dell,  Michael,  192 

Delta  &  Pine  Land,  159 

Delta  Air  Lines,  236,  318 

Deluxe,  308 

Deutsche  Morgan  Grenfell/C.J. 

Lawrence,  304 
Deutsche  Shell,  86 
Diaz,  Renato,  30 
Dick,  Rollin  M.,  22 
Dillard  Department  Stores,  192 
Dillard,  William  Sr.,  192 
Walt  Disnev,  170,  184 
DNASTAR,  256 
Domain,  48 

Donaldson,  Lufkin  &  Jenrette,  306 

Dore,  William,  19 

Douglas,  Roger,  121 

Doulton,  Bettina,  298 

Dow  Chemical,  159 

Dror,  Amiram,  48 

Du  Pont,  159 

Duff  &  Phelps,  170 

Duplex  Business  Forms,  84 

Durban  Deep,  314 


Eaton  Vance,  301 
Ecogen,  159 
EDS,  65 

Eichner,  Ira,  236 

Eisner,  Michael,  184 

Electric  Press,  256 

Ellison,  Larry,  286 

Eltis,  Walter,  86 

Ennis  Business  Forms,  84,  308 

Enron,  248 

Equitable,  306 

Equity  Residential  Properties,  104 

Ericcson,  47 

Ernst  &  Young,  176 

ESPN,  288 

Everhardt,  Joe,  316 

Export-Import  Bank,  124 


Farmland  Dairies,  159 
Fidelity  Investments  (FMR),  298 
Financial  Digest,  308 
Fireman,  Paul,  280 
Flightsafety  International,  308 
Fluor,  45 
Ford,  68,  316 
Forest  Laboratories,  184 
Fosbach,  Norman,  301 
Foxwoods  Resort  Casino,  179 
Frampton,  George,  124 
Franklin  Resources,  301 
Freddie  Mac,  312 
Freeport  McMoRan,  124 
Fuchs,  Michael,  170 
Fuji  Heavy  Industry,  68 
Furman  Selz,  68 


Dabney/Resnick,  304 
Daihatsu,  68 


Gabelli  Funds,  314 
Gateway  2000,  192 


GE,  184,  236,  248,  288 
General  Signal,  284 
Giannulli,  Mossimo,  264 
Glazer,  George,  322 
GM,  68,  176,  312,  316 
Goergen,  Robert,  278 
Goldman,  Sachs,  56 
Goldstar,  284 
Gordon,  Michael,  298 
Gordon,  Robert,  322 
Green  Tree  Financial,  184,  192 
Greenberg,  Lawrence,  298 
Greenspan,  Alan,  42 
Grenier,  Bart  A.,  298 
Griffin  Gaming 

&  Entertainment,  304 
Griffin,  Merv,  304 
Guess,  264 


Hafild,  Emmy,  124 
Haft,  Steven,  18 
Hammond,  Priscilla,  22 
Harkin,  Ruth,  124 
John  Harland,  308 
Harrington,  Daniel,  182 
Harvey,  Lynne,  177 
Harvey,  Paul,  177 
Harvey,  Paul  Jr.,  1 77 
Paul  Harvey  News,  177 
Paul  Harvey  Products,  177 
Hasbro,  170 
Haworth,  164 
Haworth  Gerrard,  164 
Haworth,  Richard,  164 
Hayward,  Richard,  179 
HBO  &  Co.,  304 
HBO  (Time  Warner),  180 
Hearst  Magazines,  256 
Hebert,  Michael,  260 
Hedeen,  Rodney,  84 
H.J.  Heinz,  184 
Helmsley,  Harry,  18 
Hclmsley,  Leona,  18 
Heseltine,  Michael,  86 
Tommy  Hilfiger,  264,  276 
Hilliard,  Robert,  124 
Hills,  Carla,  170 
Himberg,  Harvey,  124 
Hindman,  W.  James,  12 
Holmes,  David,  84 
Home  Depot,  282 
Honda,  68,  316 
Horn,  Anita,  12 
HSBC  Washington  Analysis,  40 
Hubbard,  Stanley,  192 
Hussein,  Saddam,  30 
Hyundai,  284 


IBM,  176,  286,  310 
ICS  Communications,  104 
Id  Software,  39 
Imnet  Systems,  304 
Industrias  Miners  Mexico,  314 
Industries  Penoles,  314 
The  hinder,  301 
Intel,  284 

Interactive  Imaginations,  288 
International  Investors,  314 
International  Maytex 
Tank  Terminals,  248 
Investment  Quality  Trends,  308 
Irresistable,  48 
Isomura,  Iwao,  68 
ITI  Marketing  Services,  65 


Subscriptions:  U.S.A.  one  year  (27  issues)  $57.  Canada,  one  year,  $98  Canadian  hinds  (includes  GST).  All  others  $128,  U.S.  funds.  Air  Mail  rates  available 
upon  request  Forbes  Subscriber  Service:  To  order,  change  address  or  other  customer  service,  call  1-800-888-9896  or  write  Forbes  Subscriber  Service, 
P.O.  Box  37162,  Boone,  IA  50037-0162. 

Forbes  is  indexed  in  major  periodical  indexes  and  can  be  located  in  bound  copy  or  microform  in  major  libraries.  The  full  text  is  available  electronically  on 
major  database  systems. 

■  Where  necessary,  permission  is  granted  by  the  copyright  owner  for  those  registered  with  the  Copyright  Clearance  Center  (CCC),  27  Congress  St.  Salem,  MA 
01970  to  photocopy  articles  owned  by  Forbes  for  a  flat  fee  of  $1 .50  per  copy  per  article.  Send  payment  to  the  CCC  stating  the  ISSN  (0015  6914),  volume 
amd  first  and  last  page  number  of  each  article  copied.  Copying  for  other  than  personal  use  or  internal  reference,  or  of  articles  or  columns  not  owned  by  Forbes 
without  express  permission  of  Forbes  or  t  he  copyright  owner  is  expressly  prohibited. 

Forbes  does  not  supply  back  issues.  To  order  reprints:  call  (212)  620-2220  or  fax  (212)  206-5118  (minimum  order  500);  to 
request  permission  to  republish  an  article  call  (212)  620-2421  or  fax  (212)  206-5118.  Reprints  reproduced  by  others  are  not  authorized. 


6 


Forbes  ■  May  20,  1996 


A  promise  that  bowls  will  only  be  used  for  cereal  and  ice  cream. 


A  promise  this  is  just  the  beginning  of  a  longf  line  of  firsts. 


A  promise  you'll  nave  more  than  a  loch  of  hair  to  rememher  this  day  by. 


jthing  kinds  us  one  to  the  other  like  a  promise  kept.  For  more  than  140  years,  we've  heen  helping  people 
ep  their  promises  hy  ensuring  we  have  the  financial  strength  to  keep  ours.  That's  why  families  and 
'  sines ses  rely  on  us  to  insure  their  lives  and  their  financial  future.  We  help  you  keep  your  promises. 

|fe    &    Disability    Insurance    ■>    Annuities    «    Pension    &    Retirement    Products    •>    Investment  Management 


'6  Massachusetts  Mutual  Life  Insurance  Co..  Springlield,  MA  01111  •  http://www  massmutual.com 
rities  products  and  services  offered  through  MML  Investors  Services,  Inc.,  a  MassMutual  subsidiary 
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Inspired  by 

GENIUS 


'riven  by 


PASSION 


esignea  r>y  a 


The  Most  Important  New  Address  In  The  World 


Rising   above   the   gateway  to 


Central  Park,  Trump  International 
will  include  the  most  elegant,  most 
beautifully  appointed  condominium 
residences  in  all  of  New  York,  with 
unobstructed   views   of    the  Park, 
River  and  Skyline.  Gracious  Hotel  Suites*  are  also 
available  for  private  or  corporate  ownership,  offering 
all  the  comforts  of  home  in  an  atmosphere  of  unri- 
valed luxury. 

Both  Hotel  and  Tower  offer  separate  lobbies  and 
the  most  elaborate  services  in  the  City,  including 
concierge,  valet  parking  and  gourmet  room  service. 

Managed  by  Trump  International  Hotel  Management  Corp. 

Developed  by  The  Trump  Organization.  The  Galbreatli  Company  and  General  Electric  Pension  Trust. 


TRUMP 


INTERNATIO 

N 

A 

L 

HOTEL      &  TO 

W 

E 

R 

ONE  CENTRAL   PARK  WEST 


Other   amenities    include    a  spa, 
health   club   with    indoor   pool,  a 
business   center   with  conference 
facilities,  and  a  world-class  restau- 
rant    by     renowned     chef  Jean- 
Georges  Vongenchten.  Tower  Res- 
idences are  priced  from  $915,000.  Hotel  Suites  are 
priced  from  $2  50,000  to  $  1, 295, 000. + 
The  Sunshine  Group,  Ltd.,  Exclusive  Marketing  and 
Sales  Agent.  Sales  Center  at  108  Central  Park  South 
New  York,  NY  10019 
(212)247-7000    FAX  (212)664-19  56. 
Broker  participation  invited. 

The  Windsor  Collection  and  The  Excelsior  Collection  Suites 
The  complete  offering  terms  arc  in  an  Ottering  Plan  available  from  the  Sponsor.  Smwmn 
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CEOs  overpaid?  Compared  to  what.5 

Y'  >U  DON'T  JUST  go  up  to  somebody  and  ask:  Hey,  how  much  do  you 
earn?  The  team  of  reporters  who  worked  with  Dyan  Machan  on  this 
issue's  cover  story  w  ere  asked  to  do  just  that.  It  got  pretty  interesting. 
People  who  were  at  first  delighted  to  he  interviewed  by  a  national 
magazine  got  pretty  huffs'  when  we  got  to  the  point. 

I  should  explain.  To  put  the  numbers  in  perspective  for  this,  our 
26th  annual  report  on  CEO  compensation,  we  wanted  to  compare 
salaries  of  these  800  people,  who  have  risen  to  the  top  of  the 
managerial  profession,  with  compensation  of  people  at  the  summit 
of  other  professions.  Last  year  the  median  paycheck  for  these  CEOs 
was  $1.3  million.  (Of  course,  individual  pay  packets  ranged  all  over 
the  lot — some  outrageous,  some  well  earned.)  Readers  of  Forbes 
already  know  that  highly  successful  performers,  actors,  sports  stars, 
to  say  nothing  of  investment  bankers,  also  make  that  kind  of  money. 
So,  too,  do  top-of-the-heap  doctors  and  lawyers.  This  time  we 
looked  around  at  other  trades  and  professions  to  see  what  the  stars 
make.  See  "The  last  article  you  will  ever  have  to  read  on  executive 
pay?  No  way!"  page  176. 

That's  why  Machan  and  her  team  were  asking  personal  questions 
of  poets,  cartoonists,  hairdressers  and  Indian  chiefs.  It  may  not  have 
been  polite,  but  since  the  paychecks  of  corporate  executives  are  open 
to  public  scrutiny,  analyzed  and  argued  ewer,  it  seems  useful  to 
establish  some  standards  of  comparison.  Needless  to  say,  our 
reporters  didn't  get  many  direct  answers,  but  Forbes  has  decades  of 
experience  in  researching  and  reporting  on  people's  wealth  audi 
income.  We  think  we  came  pretty  close  in  the  case  of  the  1 1  assorted 
high-bracket  types  we  profile  starting  on  page  176. 

Yes,  corporate  managers  who  rise  to  the  top  of  the  heap  make  a  lotj 
of  money.  So  do  standout  writers,  strike  suit  lawyers,  surgeons  and 
television  anchors.  It  may  not  seem  "fair"  that  some  people  make  sol 
much  more  than  the  rank  and  file,  but  would  you  rather  have  thai 
government  decide  who  could  earn  what? 

The  Executive  Compensation  survey  starts  on  page  192. 

"Health  fascists" 

Northern  Californian 
John  Roscoe  doesn't 
smoke,  and  rewards  em- 
ployees who  stav  away  from 
the  weed,  but  while  he 
shuns  cigarettes,  he  can't 
stand  what  he  has  called 
"hyperventilating  health 
fascists."  In  "Vices  are  not 
crimes"  Tim  Ferguson  tells 
how  Roscoe,  a  guy  who 
once  got  in  trouble  with  the 
law  for  selling  milk  too 
cheaply,  is  building  a  prom- 
ising new  business  on  his 
libertarian  views.  Page  56. 
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mdless  meetings  in  Munich. 
rou  get  to  Delhi  and  it's  the 
ainy  season.  Difficult  clients 
in  Milan  and  Prague.  Yet, 
somehow  you  remember  it 
as  an  unusually  good  trip. 


But  then  it  wasn't  just 


your  usual  airline. 


Most  anywhere  business  takes 
you,  you'll  find  a  restful,  relaxin 
Lufthansa  flight.  We  fly  to  more 
than  200  cities  in  over  80  countries. 


Lufthan 


Accrue  or  redeem  miles  in  either  Lufthansa  Miles  &  More"* 
or  United  Mileage  Plus  '  when  you  fly  on  Lufthansa  flights 
or  flights  operated  by  our  global  partner,  United  Airlines. 
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Just  say  no 

Last  jai  l  Forbes  counseled  readers 
on. how  to  fight  back  when  the  IRS 
asks  "financial  status"  questions  at  the 
beginning  of  an  audit  (Oct.  9,  1995). 
These  queries,  designed  to  ferret  out 
unreported  income,  can  include 
probing  lifestyle  questions,  such  as 
"Where  do  your  children  go  to 
school?"  and  "What's  kept  in  your 
safe-deposit  box?" 

Now  the  nation's  largest  accoun- 
tants association  is  giving  very  similar 
advice  to  its  members.  In  the  April 
issue  of  its  magazine,  the  Tax  Adviser, 
the  American  Institute  of  Certified 
Public  Accountants  has  published 
guidelines  recommending  that  CPAs 
"refrain  from  discussing"  certain 
queries  with  IRS  agents.  "It's  as  if 
there's  a  presumption  of  guilt,"  says 
AICPA  spokeswoman  Anita  Horn. 

But  don't  expect  the  IRS  to  change 
its  intrusive  ways.  Thomas  W.  Wilson 
Jr.,  IRS  acting  assistant  commissioner 
for  examination,  defends  the  in-depth 
questioning  as  "essential"  to  recovering 
some  $62  billion  in  unreported  income. 

Repeat  offender? 

Two  YEARS  AGO  it  looked  like  Jiffy 
Lube  founder  W.  James  Hindman 
had  hit  on  another  growth  idea:  juve- 
nile delinquents.  Hindman's  Owings 
Mills,  Md. -based  Youth  Services 
International  was  profitably  contract- 
ing with  states  to  run  residential  pro- 
grams for  teens.  But  YSl's  shares  lan- 
guished at  $6.50,  down  from  their 
$10  offering  price  (June  6,  1994). 

Last  month  the  stock  hit  a  high  of 
39  lA  before  settling  at  35J4.  Seems  ysi 
got  big  enough  to  be  noticed.  The 
company  recently  announced  a  merg- 
er with  Three  Springs,  Inc.,  of 
Huntsville,  Ala.,  which  runs  wilder- 
ness adventures  and  other  programs 
for  troubled  kids  who  may  be  wards 
of  the  state  but  aren't  convicts.  "We 
found  our  state  government  cus- 
tomers wanted  one-stop  shopping," 
says  Hindman.  Counting  Three 
Springs,  YSI  has  doubled  in  size  in  the 
past  year,  to  $108  million  (sales). 
Now  it's  eyeing  other  targets. 

Could  Hindman  be  growing  too 
fast?  In  1990,  after  expanding  too 
rapidly  and  running  up  big  losses,  he 
lost  Jiffy  Lube  to  Pennzoil.  The  60- 
year-old  entrepreneur  insists  that  this 


Youth  Services  International's  Jim  Hindman 
Growing  fast,  just  like  at  Jiffy  Lube. 


time  he  has  more  professional  man- 
agers backing  him  up.  With  adult  cor- 
rections firms  moving  into  his  niche, 
he  says  he  can't  afford  to  slow  down. 
At  35/4,  analysts  are  split  on  whether 
ysi  is  a  buy.  -Janet  Novack 


Cleanup  act 
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When  we  last  visited  Air  &  Water 
Technologies,  Eckardt  Beck,  the  for 
mer  Environmental  Protection 
Agency  bureaucrat  turned  chief  exec 
utive,  had  left  the  company  spewing 
red  ink  (Aug.  15,  1994).  Beck  was 
caught  snoozing  when  his  customers 
found  cheaper  alternatives  to  Air  & 
Water's  pollution-control  devices. 

Nearly  two  years  later  awt  hasi 
cleaned  up  its  act.  In  last  fiscal  year's 
final  two  quarters,  the  Branchburg, 
N.J. -based  company  reported  net) 
profits,  ending  an  eight-quarter  rut 
Credit  Beck's  successor,  Claudio  Elia, 
who  sold  off  several  Beck  acquisitions 
and  decentralized  operations  to  meet 
changing  customer  needs.  Last  quar- 
ter the  company  inched  back  into  the 
red,  but  analysts  say  that  was  due 
largely  to  the  government  shutdown. 

Tragically,  Elia,  53,  died  aboard 
Ron  Brown's  flight  over  Croatia  last 
month,  awt's  largest  shareholder, 
France's  Cie.  Generale  des  Eaux, 
has  appointed  two  CGE  executives  to 
fill  in.  Will  the  company  continue  to 
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NEVER  SETTLES  FOR  SECOND  BEST 


JUST  LIKE  A  PARKER 

t  PARKER 
DUOFOLD 


The  PARKER  DUOFOLD  Pearl  &  Black.  Each  pen  is 
unique,  with  a  delicate  pearl-like  exterior,  veined  black, 
enriched  by  heavy  23K  gold  plated  trim.  The  fountain 
pen's  performance  is  enhanced  by  a  precisely 
engineered  ink  flow  system  designed  to  give  a  smooth 
and  uninterrupted  flow  to  your  writing,  giving  long  lasting 
beauty  and  performance.  Like  all  new  PARKER  writing 
instruments,  it  now  comes  with  a  Full  Lifetime  Warranty. 


:ountain  pen  shown,  $360.*  The  PARKER  DUOFOLD  collection  includes  a  wide  range  of  other  finishes.  Fountain  Pens,  Roller  Balls,  Ball  Pens  and 
Pencils  availahle  from  $160  to  $360.*  For  the  store  nearest  you,  call  1-800-BEST  PEN.  ©1995  Parker  Pen  USA  Limited.  'Suggested  retail  price. 


Levenger's  1-800-544-0880 


rhe  information 

society. 

foinhere. 


in  more  than  80  countries  across 
four  continents  -  and  the  number 
is  growing  all  the  time.  On  top 
of  that,  we  have  now  opened  the 
way  for  unlimited  mobile  com- 
munications between  Europe  and 
North  America  for  the  very  first 
time. 


Thanks  to  Deutsche  Telekom's 
skills  with  fiber  optic  technol- 
ogy, Germany  now  has  one  of 
the  most  extensive  and  sophisti- 
cated telecommunications  infra- 
structures in  the  world.  It's 
called  T-Net.  And  it's  just  one 
reason  why  the  world  is  turning 
to  us  as  the  ideal  place  to  join 
what  is  fast  becoming  the  global 
"information  society". 


Deutsche  Telekom  is  the  undis- 
puted world  leader  in  building  in- 
formation superhighways.  Indeed, 
we  have  already  laid  1 00,000  kilo- 
meters of  fiber  optic  cable  in  Ger- 
many alone.  It's  the  most  closely- 
knit  fiber  optic  network  in  the 
world  -  and  all  of  Germany's  major 
economic  centers  have  been  linked 
to  it  since  1 993.  We're  aiming  to 
be  the  first  company  to  bring  this 
highly  advanced  technology 
down  to  street  level,  too.  Our  ini- 
tial target  is  1 .5  million  German 
home  connections,  many  of 
which  are  already  up  and  running. 

Laying  the  foundations  for 
the  information  society. 

Deutsche  Telekom  also  leads  the 
way  in  ISDN.  Thanks  to  us,  the 
system  is  better  developed  in  Ger- 
many than  anywhere  else.  Virtual- 
ly every  business  customer  can 
now  be  connected  to  the  net- 
work and  tap  in  to  the  new  infor- 
mation society  via  a  multimedia 
PC.  We're  pushing  ahead  with 
cable  television  technology,  too. 
24  million  German  households  - 
a  full  65  %  of  the  market  -  are 
wired  up  and  waiting  to  access 
multimedia  via  their  TV  screens. 
This  makes  Germany  the  world's 
biggest  domestic  target  market 
for  multimedia  services. 

The  world  is  talking  our 
language. 

GSM  is  the  new  standard  for  dig- 
ital mobile  communications  all 
round  the  world.  It  was  developed 
in  Europe  under  the  joint  leader- 
ship by  Deutsche  Telekom  and 
our  partner,  France  Telecom. 
GSM  mobile  communications 
networks  have  got  people  talking 


No  barriers.  No  borders. 

It  won't  surprise  you  to  learn  that 
Deutsche  Telekom  is  active  in  all 
the  world's  major  economic  cen- 
ters. But  we've  also  placed  spe- 
cial emphasis  on  developing  our 
business  closer  to  home:  in  East- 
ern Europe  and  the  CIS  states. 
From  Hungary  all  the  way  to 
Kazakstan,  we're  either  building 
our  own  networks  or  we  have  al- 
ready joined  forces  with  the  local 
network  operators.  You  could 
say  it  has  put  us  on  the  map  in 
that  part  of  the  world.  It  has  cer- 
tainly made  us  the  market  leader. 

You  couldn't  be  in  better 
company  for  the  future. 

Deutsche  Telekom  is  the  No.  1 
telecommunications  company  in 
Europe  -  and  the  second  largest 
network  operator  worldwide. 
We  continue  to  pioneer  new  tech- 
nologies. In  fact,  since  1 990  we 
have  invested  DM  135  billion  in 
new  telecommunications  infra- 
structures, which  makes  us  the 
world's  single  largest  investor  in 
this  area.  We  offer  multimedia 
and  online  services,  "smart"  net- 
works and  a  wealth  of  experience 
and  know-how  -  all  backed  by 
strong  business  partnerships 
which  span  the  globe.  Many  com- 
panies now  have  sophisticated 
international  communications 
needs.  Few  companies  are  as 
well  qualified  to  satisfy  them  as 
Deutsche  Telekom. 


Europe's  No.  1  in 
telecommunications. 


T Deutsche 
Telekom 


CLEARLY 

THE 
LEADER 


STIEAI 

CC7V 


NIGHT  AND  DAY  VIDEO  SURVEILLANCE 


Protect  your  business  and  your  home  with  a  discreet  Video  Surveillance 
System.  Install  covert  TV-cameras  on  your  premises  to  help  identify  and  convict 
criminals.  We  have  a  large  selection  of  disguised  TV-Cameras,  and  use 
the  smallest  high  resolution  TV-cameras  and  the  finest  accessories  to 
help  you  get  the  evidence  you  need.  All  our  low-light  cameras  employ 
a  1/2"  Sony  CCD  chip  with  300.000  pixels,  500  (H)  lines  of 
resolution,  5mm  auto-iris  lens,  0.015  lux  low-light  sensitivity,  and 
are  perfect  for  all  no-light  infrared  applications.  Our  40  day  (960 
hours)  Time-Lapse  Recorder  provides  you  with  visual  proof  on 
video-tape.  Stop  your  profits  from  walking  out  the  door. 
Visit  our  showroom  or  write  or  call  for  a  free  catalog  today. 
★Micro-Miniature  TV-Cameras  ★Mini  TV-Cameras  ★Pinhole  Lens 
TV-Cameras  ★Color  TV-Cameras  ★Dome  TV-Cameras  ★Smoke 
Detector  TV-Cameras  ★Clock  TV-Cameras  ★Picture  TV-Cameras 
★Mirror  TV-Cameras*PIR  Movement  Detector  TV-Cameras-frlnfrared  TV-Cameras-frWaterproof  TV-Cameras 
★960  Hour  Time-Lapse  Recorders  *Quad  Compressors  ★Multiplexers  ★Monitors  ★Camera  Switchers 

★Pan-Tilts  ★Phone-Line  Video  Transmission  and  Reception  Systems 

AW  CCTV  Corp. 

60  East  42nd  Street,  Suite  401,  New  York,  N.Y.  10165 
Tel.  (212J-983-1820  Fax  (2121-983-1654 


800-396-CCTV 


prosper  without  Elia  at  the  helm?  We 
think  so.  Elia  put  the  company  firmly 
on  the  right  course  to  recovery. 

-Bernard  Condon 

Dig  this! 

The  movie  Jurassic  Park  helped  make 
fossil  collecting  red  hot  two  years  ago 
(Feb.  28,  1994).  So  hot  that  the  feds 
seized  a  Tyrannosaurus  rex  named 
Sue  dug  up  by  prominent  fossil  deal- 
er Peter  Larson  of  Hill  City,  S.D. 
Larson,  who  had  paid  a  Sioux  ranch- 
er, Maurice  Williams,  $5,000  for  the 
rights  to  Sue,  was  investigated  for  ille- 
gally excavating  on  federal  lands. 

While  the  feds  couldn't  prove  any- 
thing wrong  with  digging  up  Sue, 
Larson  was  recently  sentenced  for 
illegally  carrying  currency  abroad  and 
collecting  a  fossil  (not  Sue)  worth  less 
than  $100  from  federal  lands.  He  is 
now  serving  two  years  at  a  federal 


Peter  Larson  at  an  excavation 
Doing  time  for  fossil  collecting. 


prison  in  Florence,  Colo. 

Turns  out  that  as  an  Indian 
landowner,  Williams  should  not  have 
sold  the  rights  to  Larson  without 
permission  from  the  Department  of 
the  Interior,  which  is  guardian  of  the 
land.  With  the  approval  of  a  federal 
judge,  the  department  has  now 
agreed  to  let  Williams  sell  Sue.  The 
sale  is  expected  to  bring  him  about 
$5  million. 

The  debacle  has  spooked  collectors 
and  sellers.  Christie's  and  Sotheby's 
have  ditched  fossil  sales  altogether.  A 
fully  mounted  duck-billed  dino  (the 
Chevy  of  dinos)  that  brought 
$350,000  two  years  ago  is  down  to 
$250,000.     -Christie  Brown  ■ 


Forbes  ■  May  20,  1996 


Why  Cyprus  ? 

Hundreds  of  multinational  companies  have  their  reasons 
for  choosing  Cyprus  as  their  regional  base  of  operations. 

Here  are  just  a  few... 
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For  more  information  about  Cyprus  please  contact: 


CENTRAL  BANK  OF  CYPRUS 
International  Division 
P.O.Box  5529,  CY-1395  Nicosia,  Cyprus 
Telephone:  +357  2  394225 
(8.00  am  •  2.00  pm,  local  time] 
Fax:  +357  2  378164 
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Eye  on 
the  money 

In  THE  1983  James  Bond  flick  Nev- 
er Say  Never  Again,  a  character's 
identity  is  established  by  a  machine 
that  recognizes  the  pattern  of  his  iris. 
The  technology  didn't  exist  then, 
but  it  does  now,  and  it's  coming  to 
ATMs  in  Japan  by  the  end  of  the  year. 
Sensar,  a  subsidiary  of  the  David  Sar- 
noff  Research  Center,  has  an- 
nounced a  $25.8  million  agreement 
with  OKI  Electric  Industry  Ltd.  in 
Tokyo  to  incorporate  its  iris-recogni- 
tion technology  in  ATMs.  OKI  is 
one  of  Japan's  leading  suppliers 
of  ATMS. 

Guerrilla  chic 

GUESS  WHO'S  rumored  to  be  the 
next  Hollywood  hero.  None  other 
than  "Subcommandante  Marcos," 
the  self-dramatizing  leader  of  the  Za- 
patista rebels.  Word  from  the  Hol- 
lywood jungle  and  the  Mexican  jun- 

Zapatista  guerrilla  leader  Marcos 
Mexican  sex  symbol  goes  Hollywood? 


gle  is  that  director  Oliver  Stone  was 
down  in  Chiapas  in  March  chatting 
up  the  Marxist  leader  about  a  possi- 
ble movie  deal.  Hope  you  get  a  good 
agent,  Marcos,  baby.  Marcos  seems 
to  know  the  ropes — he's  decided  not 
to  overexpose  himself.  Benetton, 
the  Italian  rag  merchant,  solicited  him 
for  one  of  its  politically  correct  ad- 
vertisements. No  way,  said  Marcos. 

Tilting  at  windmills 

After  three  decades  of  vacillating 
about  a  film  adaptation  of  the  Cervan- 
tes masterpiece  Don  Quixote,  Tin- 
seltown bigwigs  have  finally  decided 
to  make  it — as  a  comedy.  Producer 
Steven  Haft  (Dead  Poet's  Society)  has 


signed  up  an  A-plus  cast  including 
Monty  Python  chief  John  Cleese  in 
the  title  role,  and  Robin  Williams  in 
tow  as  Sancho  Panza.  The  late  Waldo 
Salt  (formerly  blacklisted  writer  of 
Midnight  Cowboy)  finished  the  script 
in  1966. 


Real  estate  magnate  Leona  Helmsley 
The  Queen  of  Mean. 

Leona's  world 

No  one  seemed  SHOCKED  last  year 
when  convicted  felon  Leona  Helms- 
ley,  wife  of  Manhattan  realty  mag- 
nate Harry  Helmsley,  was  caught 
dodging  her  community  service  by 
having  her  employees  do  it  for  her. 
Hey,  that's  Leona,  folks.  But  it  gets 
worse.  According  to  her  former  secu- 
rity chief,  Edward  Brady,  she  also 
cheats  at  backgammon,  stiffs  hotels 
on  the  bill,  even  once  stole  furnish- 
ings from  a  rented  house  in  the  Carib- 
bean. In  a  wrongful-termination 
lawsuit  he  filed  last  month,  Brady  lists 
this  incident:  After  racking  up 
$4,000  in  limo  bills  on  a  Rio  vacation, 
the  Queen  of  Mean  skipped  town. 
"■The  driver  is  in  South  America  and 
can't  do  anything  about  it,"  she  al- 
legedly told  Brady.  Helmsley's  attor- 
ney, Adrian  Zuckerman,  calls  the 
allegations  "totally  false  and  ludi- 
crous." Sure  sounds  true  to  charac- 
ter, though. 


Reality  check 


Scott  O'Gradv,  the  Air  Force  pilot 
shot  down  in  June  over  Bosnia,  is  terri- 
fied his  story  is  going  to  be  embar- 
rassingly glamorized  when  it — inevita- 
bly— is  turned  into  a  made-for-TV 
movie.  He  told  TV's  Extra:  "This  is  no 
Stallone  or  Schwarzenegger  action 
story.  I  didn't  take  on  the  Bosnian 
and  Croatian  armies.  I  was 
hiding." 
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Backfire  of 
the  vanities 

When  legendary  oil  well  firefighter 
Paul  (Red)  Adair  licensed  his  name  to 
William  Dure  of  Lafayette,  La.  and 
sold  his  firefighting  equipment  to  him, 
Red  himself  wasn't  part  of  the  deal. 
Thinking  to  run  the  place  more  like  a 
business,  Dore  got  cheap  w  ith  his 
crews — no  more  imported  beer  or  filet 
mignon  and  fancy  cigars  to  celebrate 
after  a  big  job — and  he  introduced 
time  clocks.  In  a  huff",  Adair's  four 
top  guns  quit  and  started  a  competing 
outfit,  which  siphoned  off  most  of 
the  business. 


In  the  meantime,  Adair,  always 
the  entrepreneur,  has  introduced  his 
own  line  of  memorabilia.  A  set  of 
four9-ounce  "'True  American"  Red 
Adair  tumblers  (adorned  with  the 
American  eagle)  will  set  you  back 
$42.50;  a  signature  Red  Adair  belt 
buckle,  $19.95.  An  autographed  pho- 
to of  Adair,  the  "fearless  man  who 
fought  the  most  terrifying  forces  in 
nature  and  won,'"  is  $12.95.  BH 


American  hero  Scott  O'Grady 
Hollywood's  dose  of  reality. 
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Goes  down  beautifully. 


THE 


Why  should  style  and  sophistication  be 
sacrificed  for  real  power?  Well,  they 
aren't.  Not  anymore.  Xow,  you  too  can 

. 

have  lots  of  muscl<  The  new  E  420  packs 
a  Herculean  V-8  that  can  max  out  0  to 
60  in  6.7  seconds/  a  vigorous  electronic 
5-speed  automatic  transmission,  and  a 
tenacious  traction  control  system.  Just 

■ 

■ 

start  with  this  simple  exercise:  from  the 
sitting  position,  point  right  foot  to  floor. 


hey!  QUIT  kicking 

THAT  SAND  IN 
OUR.  FACES'. 

THAT  MAN  IS 
THE  WORST 
NUISANCE  ON, 
THE  BEACH. 


DARN  IT  I  I'M  SICK  AND  TIRED  a 
BEING  BULLIED  MERCEDES-BENZ 
SAYS  I  CAM  GET  A  CAR.  WITH  REAL 
MUSCLE.  ALL  RIGHT.1  ILL  DOIT  I'LL 
AN  E4ZO  WITH 
THE  NEW  V-8! 


LISTEN  HERE.     I'D  SMASH  YOU 
Jp.  ONLY  you're  SO  skinny,  YOU 
Might  dry  up  and  blow  away. 


C  boy!  what  MUSCLE^ 

(    THAT  BULLY  WONT  SHOVE 
ME  AROUND.' 


XPP    A     ("  HWv     WHAT  A 
;  AKt    *     )-  OFTHE'V  CAo/ 
i  AL  MAN  /-  BEACH  >° 

■  TERALLl'  D 


THE  81©  BULLYM 
*LL  GET  EVEN  < 

Someday.    /  if 


-7  — — n 

f  OH  DON  T  LET  i 
S'T  BOTHER  YOU 
LITTLE  BOY.1 


Mercedes-Benz  of  North  America,  Inc. 
P.O.  Box  345, 
Montvale,  NJ  07645 

Rush  me  the  FREE  Mercedes  E420  brochure  that 
tells  me  how  I  can  have  muscle  and  a  luxurious  drive. 


Name  , 


. Phone. 


-City. 


.Zip. 


.  What  car  do  you  currently  drive?. 


Address. 
State  

For  immediate  response,  call  t -800  FOR  MERCEDES  or  explore  our 

Web  site,  http://www.usa. mercedes-benz.com. 

tStated  rates  of  acceleration  are  based  upon  manufacturer's  track  results 
&  may  vary  depending  upon  model,  environmental  &  road  surface  conditions, 
driving  style,  elevation  &  vehicle  load  *MSRP  tor  an  E420  excludes  $5*5 
transportation  charge,  ail  taxes,  title/documentary  fees,  registration,  tags, 
dealer  prep  charges,  insurance,  optional  equipment,  certificate  of  compliance 
or  non-compliance  fees,  and  finance  charges  Prices  may  vary  by  dealer. 

©1996  Mercedes-Benz  of  North  America,  Inc.,  Montvale,  N.J..  Member  of 
the  Daimler-Benz  Group. 


'Units  wist:  ESP  noi  availabte 


By  pvtmiuton  of  Chwtn  All* 


readers@forbes.com 


Power  101 

Sir:  Re  "Devalued  diplomas"  (Apr. 
22).  Over  the  years,  there  has  been  a 
gradual  and  subtle  shift  from  profes- 
sors running  universities  to  stu- 
dents/administrators controlling 
higher  education.  Much  of  this 
power  shift  has  resulted  from  the 
misuses  and  abuses  of  student  evalu- 
ation of  teaching  data.  Students  pun- 
ish difficult  professors  on  their  eval- 
uation forms.  Professors  engage  in 
impression  management.  Result: 
There  has  been  massive  grade  infla- 
tion and  coursework  devaluation  in 
higher  education. 
-D.  Larry  Crumbley 
Professor 

Texas  A&M  University 
College  Station,  Tex. 

Nerd  v.  nerd 

Sir:  Re  "cd-rom  flopperoo"  (Apr. 
22).  Good  riddance  to  the  entertain- 
ment giants.  They  planned  to  walk 
into  the  cd-rom  game  market  and 
show  nerds  a  thing  or  two  about 
how  to  make  games  that  "really" 
entertain.  Their  failure  is  about 
going  after  a  consumer  market 
which  never  existed.  The  market  for 
CD-ROMs  will  never  be  as  big  as  the 
consumer  video  business.  Now  that 
the  dust  has  begun  to  settle  and 
Hollywood  exits  licking  its  wounds, 
us  nerds  can  go  back  to  creating  cool 
stuff  for  each  other. 
-Paul  Chato 
Toronto,  Canada 

Sexy  marketplace, 
Victorian  workplace 

Sir:  Re  "Sexual  politics" 

peruse  newsstands 

containing     glossy  MM  IBM 

photos    of   bikini-  Ap9c,n&B 

popping  babes,  lis-  jjjflj^jj 

Messrs.  Imus  and     ^^(J \  fwr' 

Stern,  call  sexual  w» 
fantasy  phone 

lines  or  purchase  pornographic  CD- 
ROMs.  But  it  would  be  censorship  if  I 
asked  the  government  to  restrict  the 
availability  of  any  of  this.  In  the  mar- 
ketplace I  can  choose  what  I  hear 
and  see.  I  cannot  choose  what  I  see 


and  hear  in  the  workplace.  I  must 
work.  Sexual  harassment  laws  are 
necessary  to  protect  those  of  us  who 
do  not  want  to  be  exposed  to  the 
items  listed  above  from  those  that 
revel  in  them. 
-Priscilla  Hammond 
Nor  cross,  Ga. 

AT&T  off-line? 

Sir:  Re  "Healthy  choice?"  (Faces 
Behind  the  Figures,  Apr.  8).  You  say 
that  AT&T  desperately  wants  an  on- 
line customer  base.  You  are  wrong.  I 
have  been  an  AT&T  subscriber  for 
years,  and  I  looked  forward  to  their 
efforts  on  the  Internet.  I  have  a 
386DX  computer  with  4  megabytes 
of  memory.  America  Online  is  happy 
to  have  me  as  a  customer.  But  not 
at&t.  They  require  a  minimum  of  a 
higher  powered  486-based  comput- 
er and  8  megabytes  of  memory.  By 
choice  they  have  eliminated  millions 
of  potential  customers. 
-Leslie  N.  Landes 
Rye,  N.T. 

Legal  ami  go 

Sir:  Re  "Backlash"  (Mar.  25).  The 
tone  of  the  article  suggests  that  it  is 
some  sort  of  victory  for  consumers 
to  eliminate  lawyers  from  real  estate 
transactions,  leaving  them  exposed 
to  the  tender  mercies  of  real  estate 
agents,  mortgage  brokers  and  title 
insurance  companies.  But  for  a  nom- 
inal fee,  a  lawyer  becomes  your  ally 
and  advocate.  By  law  he  owes  you  a 
duty  to  work  in  your  best  interests. 
Realtors,  being  salespeople,  would 
dearly  love  not  to  have  lawyers  look- 
ing over  their  shoulders. 
-Francis  L.  White 
Attorney-at-Law 
Barrington,  III. 

No  benefit  to  the  bottom 

Sir:  Re  "The  stagnation  myth"  (Apr. 
22).  I  spent  enough  years  at  the  bot- 
tom of  the  barrel  to  be  sorely  ran- 
kled by  your  article.  You  state  that 
wage  data  alone  doesn't  factor  in 
benefits.  But  for  the  vast  majority  of 
those  in  the  lower  income  ranks 
there  is  no  health  care,  retirement 
plan  or  family  leave.  And  when  you 
talk  about  real  per  capita  personal 


income  you  lump  in  rents,  interest 
and  profits  with  wages.  Most  people 
who  make  below  the  average  wage 
do  not  see  rents,  interest  or  profits. 
-John  McWilliams 
Monterey,  Calif. 

Rage,  rage? 

Sir:  Re  Fact  and  Comment  (Apr. 
22).  Your  logic  regarding  a  national 
ID  card  is  absolutely  sound.  Big 
Brother  should  not  preapprove 
employment  decisions.  But  doesn't 
that  same  logic  compel  us  to  exclude 
Big  Brother  from  the  much  more 
important  decision  dealing  with  my 
personal  life  or  death? 
-Rollin  M.  Dick 
Carmel,  Ind. 

Sir:  While  our  Founding  Fathers 
would  have  certainly  encouraged 
every  individual  to  sustain  his  life 
near  the  end,  they  would  not  have 
required  it.  It  was  not  their  intention 
to  forfeit  the  right  to  die  to  the  state. 
-Jack  Miller 
San  Diego,  Calif. 


Sir:  Given  your  usual  aversion  to 
government  intrusion  and  avaricious 
attorneys,  I  was  surprised  by  your 
editorial  on  physician -assisted  sui- 
cide. As  a  longtime  cancer  specialist, 
I  can  assure  you  that  it  was  much 
better  in  the  old  days  when  a  caring 
physician,  a  competent  patient 
and/or  responsible  family  members 
made  these  decisions  in  private  with- 
out the  benefit  of  ethics  committees, 
living  wills  and  health  care  proxies. 
-Leonard  R.  Prosnitz,  M.D. 
Durham,  N.C. 
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Dnce  reserved  for 
Lings,  Lapis  now 
rings  majesty  lo 
your  writing. 


Lapis  lazuli 
was  used  by  the 
ancient  Egyptians  for 
King  Tuts  mask. 


f~  /he  Lapis  Lazuli 
gemslone  lias 
teen  coveted 
since  ancient 
limes.  King 
Tu I  was 
honored  with 
it.  Faherge  eggs 
Mere  era  fled  with 
il.  And  now  you 
can  write  wilh  il. 


Known  as  Blue  Gold  during  ihe 
Middle  Ages,  genuine  Lapis  is  mined 
in  small  quantities  in  remote  regions 
of   the   worl  d. 
Cross  Townsend 
writing  instru- 
ments are  the 
only  fine  writing 
instruments  to 
he   graced  hy 
its  deep-hlue  hue 
and  solid  1SL  karat 


Two-tone  nib  crafted 
from  iS  Laral  gold 
and  rhodium  plate. 


gold  flake  inlay.  Ultrafine  particles 
are   applied    to   each  writing 


instrument  s  hrass  shell;  no  two  are 
exac  lly  alike.  F  our  models  suit  a 
variety  of  writing  preferences:  fountain 


The  Lapis  Lazuli  fountain  pea  is  presented 
in  an  e,\cl usi ve  gift  box,  complete  with 
bottled  ink  and  historical  literature. 


pen,  kail-point  pen,  rolling  tall  pen 
an  d  0.5  mm  pencil.  Cross  Townsend 
Lapis  Lazuli  writing  instruments 
feature  a  lifetime  mechanical 
guarantee.  So  while  their  heauty 
may  recall  antiquity,  it  is  certain  to 
he  appreciated  hy  future  generations. 


The  Townsend  Collection 

A  dramatic  wide-diameter 
interpretation  of  the  classic 
Cross  silhouette. 


as  well.    From  $195  to  $350.  and 
awaiting  your  review  at  fine  gift 
stores  and 


ilal 


na 


x  *mwJ:rm  - 

lionwide.    '  ^50  YEARS^t  •  • 


MKiWN  A  BO  V  L   Till  CROSS  TOWNSEND  LAPIS  LAZlll  MHNIAIN  PIN  AND  BAIL-POINT  PIN  WITH  22  KARAT  GOLD  I  I  I  (  I  ROPI  A  1 1  I)  APPOINTMENTS. 

I0R  A  LOCAL  RETAILER.  CALL  1-800-9S9-3959. 


FUND 


LIFE  OF 

1  YEAR  5  YEAR  10  YEAR  FUND 


Dreyfus  Appreciation  Fund,  Inc. 


3789-     15.79      13.81  15.53 


Dreyfus  Disciplined  Stock  Fund* 

Class  R  Shares 

36.86  16.80 

45.83- 

(12-31-87) 

Dreyfus  Large  Company  Value  Fund** 

+43.05% 

48.54- 

(12-29-93) 

Dreyfus  Disciplined  Midcap  Stock  Fund 

46.05- 

(4-6-94) 

Average  Annual  Total  Returns  as  of  12-31-95 

WHAT'S  YOUR  NEXT  PRIORITY  WHEN 

YOU'RE  A  LEADER 

IN  MONEY  MARKET  AND  BOND  FUNDS? 

  Conquer  Equities.  —  


l  800  THE   LION  ext.  4023 

8    4  3-5466 
Visit  a  Dreyfus  Financial  Center  •  Via  Internet:  http://www.  dreyfus.com/funds 


To  discuss  one  of  these  Dreyfus  equity  funds  or  others  with 
different  investment  objectives  and  track  records,  call  for  a  Prospectus  today. 
Past  performance  is  no  guarantee  of  future  results. 


©reyfus 


Mutual  fund  shares  are  not  FDIC-insured  and  the  net  asset  value  of  all  equity  mutual  funds  will  fluctuate. 

Call  to  get  a  Prospectus  containing  more  complete  information  on  the  Fund,  including  management  fees,  expenses  and  share 
classes.  Please  read  it  carefully  before  you  invest.  Share  price  and  investment  return  fluctuate  so  that  upon  redemption  a 
shareholder  may  receive  more  or  less  than  original  cost.  *The  Disciplined  Stock  Fund  offers  two  classes  of  shares,  Class 
R  and  investor  shares.  Currently  Class  R  shares  are  available  to  all  investors.  Investor  Class  shares  are  not  currently  available 
through  either  purchase  or  exchange,  except  to  existing  Investor  Class  shareholders.  These  arrangements  may  be  modified  or 
terminated  at  any  time.  **Since  inception,  the  Manager  has  absorbed  certain  expenses  of  the  Fund  without  which  returns 
would  have  been  lower.  ©1996  Dreyfus  Service  Corporation,  Broker-Dealer.  Premier  Mutual  Fund  Services  Inc.,  Distributor. 


'With  all  thy  getting  get  understanding" 


Fact  and  Comment 


By  Steve  Forbes,  Editor-in-Chief 


HILLARY  CLINTON'S  TRIUMPH 


Advocates  of  nationalized  health  care  are  on  the  verge  of 
a  stunning  achievement  with  the  passage  of  the  Senate's 
Kennedy-Kassebaum  bill.  This  legislation  is  portrayed  as  a 
benign  way  of  making  it  easier  for  people  to  keep  health 
insurance  when  they  change  jobs  or  to  buy  insurance  if 
they  are  in  less-than-perfect  health.  Actually,  if  this 
becomes  law,  it  will  put  us  on  a  fast  track  to  Hillary  care. 
Yet  few  foes  of  her  socialized  monstrosity  are  fighting 
what  one  opponent  has  rightly  called  a  "Trojan  pony.'" 

The  First  Lady  must  be  beaming.  The  enforcement 
language  is  lifted  almost  directly  from  Clinton  care. 
Ferocious  penalties  litter  the  House  version  of  this  legis 
lation.  For  instance,  doctors  face  heavy  fines  if  they  are 
deemed  to  have  delivered  "unnecessary"  health  care  ser- 
vices. And  who  determines  what  is  unnecessary?  You 
guessed  it — federal  bureaucrats,  not  physicians. 

Where  was  the  American  Medical  Association  when 
such  provisions  were  slipped  in? 


The  Senate  bill  is  written  in  a  way  that  guarantees  the 
eventual  imposition  of  federal  price  controls.  Right  now, 
there  are  no  caps  on  premiums — which  will  rise  big-time 
because  of  the  bill's  mandates  on  who  is  eligible  for 
insurance.  Washington  State,  for  example,  has  Kennedy- 
Kassebaum-like  guarantees.  Premiums  for  individual  pol- 
icyholders have  skyrocketed.  As  prices  go  up,  young, 
healthy  people  won't  bother  to  buy  insurance.  The 
whole  process  will  thus  create  irresistible  pressure  for 
federal  controls  "to  make  insurance  affordable."  There 
are  other  flaws  here.  The  bill  blithely  guarantees  that 
mental  health  coverage  will  equal  coverage  for  physical 
ailments;  this  is  an  open  invitation  for  massive  abuse. 
Rules,  mandates  and  caps  will  proliferate. 

The  Senate  version  doesn't  even  contain  a  provision  for 
Medical  Savings  Accounts,  the  only  hope  for  restoring 
true  freedom  and  consumerism  to  the  health  care  field. 

Is  this  what  voters  elected  a  Republican  Congress  for? 


CHINA 


In  a  few  weeks  Congress  will  debate  whether  or  not 
to  renew  China's  so-called  Most  Favored  Nation  status. 
This  is  an  opportunity  for  a  hard  look  at  our  relationship 
with  this  increasingly  critical  nation. 

The  U.S.  should  take  a  several-pronged  approach.  We 
should  continue  MFN.  Otherwise,  rapidly 
growing  Sino-American  trade  will  collapse. 
As  we've  seen  in  other  countries,  an  ex- 
panding economy  helps  to  create  the  inter- 
nal forces  that  push  for  political  reform  and 
that  do  not  tolerate  capricious,  corrupt  to- 
talitarianism. Of  course,  economic  expan- 
sion alone  is  no  guarantee  of  political  liber- 
alism. But  without  it,  the  chances  for  long- 
term  reform  in  China  are  almost  nil. 

At  the  same  time,  though,  Washington 
should   strongly,   repeatedly  condemn 
China's  miserable  human  rights  record; 
Beijing  most  fears  international  criticism. 
Barbaric  abuses  are  widespread.  China  is 
doing  a  brisk  trade  in  selling  human  organs 
such  as  kidneys,  and  routinely  harvests  these  organs  from 
executed  prisoners.  Even  more  gruesome  are  reports  that 
some  organs  are  removed  before  execution  or  before  the 
prisoner  is  actually  dead.  The  horrors  of  China's  orphan - 


Chinese  orphans  are  systemati- 
cally starved,  Nazi-style. 


ages  that  are  no  more  than  death  factories  have  been  well 
publicized,  as  have  the  misuse  of  prisoners  for  slave  labor 
and  the  ongoing  crackdowns  on  dissidents. 

Furthermore,  we  should  keep  pressuring  China  to 
cease  its  rampant  piracy  of  our  software  and  other  intel- 
mmm_^_^^_  lectual  property.  One  way  to  do  this  is  by 
filing  suits  in  our  courts.  Beijing  must 
understand  that  it  has  no  hope  of  becom- 
ing part  of  the  World  Trade  Organiza- 
tion or  the  International  Monetary  Fund 
until  there  are  real  changes  in  its  com- 
mercial behavior. 

The  communist  government  is  desper- 
ately trying  to  control  the  flow  of  infor- 
mation into  China.  We  can  help  under- 
mine this  monopoly  not  only  by  boost- 
ing Voice  of  America  broadcasts  but  also 
by  creating  an  entirely  new  Radio  Free 
Asia  service.  The  model  here  should  be 
the  extraordinary  success  of  Radio 
Liberty  and  Radio  Free  Europe  in  under- 
mining communism  in  the  former  Soviet  Empire. 

Diplomatically,  we  should  not  shrink  from  military 
arms  sales  to  Taiwan  or  from  Seventh  Fleet  maneuvers  in 
the  Strait  of  Taiwan.  And  we  can  certainly  highlight 
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China's  sale  of  nuclear  parts  and  equipment  to  other 
nations.  Why  don't  we  stop  our  own  flow  of  our  militar- 
ily sensitive  high  tech,  such  as  supercomputers  and  hot- 

TIME  TO  TELL  ASSAD 

The  Clinton  Administration  should  cease  its  relent- 
less, nice-guy  wooing  of  Syria's  thug  dictator,  Hafez  Al- 
Assad.  This  guy  is  playing  us  and  the 
Israelis  for  suckers.  If  Assad  is  genuinely 
interested  in  a  peace  agreement  with  his 
longtime  Jerusalem  foes,  let  him  prove 
it.  It  is  counterproductive  and  unbe- 
coming of  our  Secretary  of  State  to 
make  repeated  trips  (20  so  far)  that  look 
like  nothing  more  than  exercises  in 
bootlicking.  Assad  has  no  compunctions 
about  snubbing  Warren  Christopher. 

Why  the  U.S.  and  Israel  continue  to 
have  illusions  about  this  gangster  is  a 
mystery.  Assad  rules  with  sadistic, 
Sadaam-like  ruthlessness.  He  has  killed 
tens  of  thousands  of  his  countrymen. 
He  has  effectively  annexed  neighboring 
Lebanon  with  a  military  occupation  of  more  than  30,000 
soldiers.  While  making  noises  about  being  interested  in 


Bloody  bully  Assad  is  oblivious  to 
American  charms. 


section  (jet  engine-cooling)  technology,  to  China? 

Congressional  Republicans  can  use  the  MFN  debate 
to  give  our  China  policy  focus  and  direction. 

WHERE  TO  GET  OFF 

terrorist  group  attacking  the  Jewish  state,  to  operate  out 
of  Lebanon.  The  Israelis  have  made  clear  that  they  are 
willing  to  make  serious  concessions  in 
order  to  reach  a  peace  agreement,  but 
Assad  has  not  reciprocated. 

As  long  as  President  Clinton  and  Secre- 
tary of  State  Christopher  treat  this  clever 
killer  in  an  abject,  groveling  manner, 
Assad  will  feel  no  need  to  be  forthcoming. 

What  to  do?  Restrict  U.S.  travel  to 
Syria,  as  we  do  to  Iraq.  Cease  Christo- 
pher's hat-in-hand,  Willy  Loman-like 
visits  to  Damascus.  Bluntly  tell  Assad  to 
forever  forget  the  idea  of  the  U.S.'  sta- 
tioning troops  in  the  Golan  Heights;  if 
a  peace  pact  is  that  shaky,  we'll  have  no 
part  of  it.  Blackball  any  Syrian  loan 
applications  to  the  International  Mone- 
tary Fund  or  the  World  Bank.  Let  Syria  know  it  must  cut 
a  deal  directly  with  Jerusalem;  we  won't  be  a  tool  for 


peace  with  Israel,  Assad  allows  Hizballah,  the  principal    pressuring  the  Israelis. 

DISHING  DEMOCRATS'  DESTRUCTIVE  DEMAGOGUERY 


Republicans  got  battered  in  the  minimum  wage  battle 
by  letting  Democrats  wrap  themselves  in  the  mantle  of 
compassion  and  by  not  aggressively  making  constructive 
counterproposals.  Raising  the  rate  invariably  destroys 
jobs  for  unskilled  or  first-time  workers.  Even  Clinton 
pooh-poohed  the  idea  until  the  election  year  loomed. 

There  are  a  number  of  ideas  the  GOP  could  package  to 
reoccupy  the  high  ground  of  growth  and  opportunity: 

■  Liberalize  the  earned  income  credit  (EIC).  This  would 
direct  money  to  low-income  wage  earners  with  depen- 
dents, increasing  their  pay  by  up  to  $900. 

■  Cut  the  payroll  tax,  a  job-killer.  Lower-income  workers 
would  keep  more  of  their  earnings,  and  the  cost  of  labor 
to  employers  would  be  lessened,  helping  create  more  jobs. 

■  Get  rid  of  the  self-employment  tax  for  teenagers.  To 
avoid  the  plethora  of  employment  taxes,  many  employ- 
ers pay  young  workers  as  if  they  were  independent  con- 

UNCIVEL 

Ken  Burns's  THE  CIVIL  WAR:  Historians  Re- 
spond— edited  by  Robert  Brent  Toplin  (Oxford  University 
Press,  $24).  An  eye-opening  "read"  if  you  have  seen  PBS' 
extraordinary  Civil  War  series.  The  1 1  -hour  doc- 
umentary deals  well  with  the  war  itself  and  the 
major  issues  and  forces,  particularly  slavery,  sur- 
rounding it.  Brilliant  use  of  diaries  and  letters  of 
soldiers  and  civilians,  as  well  as  of  the  speeches 
and  remarks  of  statesmen,  gives  this  narrative  of 
America's  epochal,  nation-reshaping  conflict  a 
human  dimension.  The  series'  success  brought 
in  its  wake  withering  attacks  from  various  acade- 
mic quarters.  The  essays  in  this  volume  include 
both  praise  and  criticism.  Despite  their  vigorous, 


tractors.  At  the  end  of  the  year  the  kids  get  a  1099 
form — and  a  major  tax  liability  of  14%. 

In  addition,  the  GOP  should  throw  into  any  future 
mix  the  elimination  of  the  earnings  test  for  Social 
Security  recipients  between  ages  65  and  69.  The  GOP 
originally  had  proposed  raising  the  limit  from  last  year's 
$11,280  to  $30,000  by  the  year  2002.  Washington 
would  not  lose  money  because  more  work  would  go  on 
the  books  and  numerous  people  would  boost  their 
incomes.  Right  now  this  age  group  faces  a  tax  rate  that 
can  approach  80%  on  each  additional  dollar  earned. 

The  GOP  should  also  include  raising  exemptions  for 
dependents.  But  most  important,  this  package  must  reduce 
the  capital  gains  tax.  Such  a  reduction  would  give  Uncle 
Sam  tens  of  billions  of  dollars  of  extra  revenue,  more  than 
covering  the  alleged  costs  of  these  other  goodies.  More 
meaningful,  a  lower  tax  would  mightily  help  job  creation. 

REACTION 

passionate  arguments,  the  faultfinders  come  up  short. 
History  is  ultimately  interpretation,  and  the  series'  creators 
ably  validate  theirs.  Scriptwriter  Geoffrey  C.  Ward  succinct- 
ly demolishes  the  negativists'  analyses. 

Surprisingly,  most  of  the  attacks  come  from 
the  Left,  even  though  the  production  puts 
unusual  emphasis  on  nonmilitary  aspects  of 
the  seminal  event  in  our  history.  It  provides, 
for  example,  full  play  to  modern,  controversial 
theories  about  slaves'  self-emancipation.  Most 
of  the  series'  shortcomings  could  be  summed 
up  in  a  quote  of  Lincoln's  that  producer- 
director  Ken  Burns  cites  in  his  chapter  in  the 
book:  "We  must  use  the  tools  we  have."  H 
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When  looking  for  oil 
down  here,  it  helps  to  have  technology 
that  opens  your  eyes. 


mm 


■       ■ " 


if  -  -:  ■ 


Put  your  hands  over  your  eyes.  Now  look  for 
oil.  That's  what  its  like  looking  for  oil  located 
below  salt  layers  as  thick  as  5,000  feet  in  the 
Gulf  of  Mexico.  But  recendy  we  found  a  way  to 
see  through  these  layers.  We  combined  inno- 
vative thinking  with  advanced  3-D  seismic  tech- 


nology to  make  the  Gulf's  first  commercially 
successful  sub-salt  oil  discovery  A  break- 
through that  was  due  not  so  much  to  improved 
eyesight,  as  to  vision.  At  Phillips,  that's  what  it 
means  to  be  The  Performance  Company.  ^SSi^ 
PHILLIPS  PETROLEUM  COMPANY  %S3 


For  a  copy  of  our  annual  report,  call  918-661-3700.  Or  write  to:  Phillips  Annual  Report,  B-41,  A^ams  Bldg.,  Bartlesvillc,  OK  /4004. 
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Customer  is  responsible  for  determining 
compatibility  with  their  systems  and  ^Bk 
applications.  Optional  equipment  required. 
Novell  and  Netware  are  registered  trademarks 
Novell,  Inc.  TRIL  qualified  Token  Ring  products  are^ 
certified  for  physical  interoperability  in  multi-vendor 
environments.  Post  Script  is  a  trademark  of  Adobe  ^ 
Systems,  Inc..  registered  in  the  U.S.  and  other 
countries.  AS/400  is  a  registered  trademark  of 
International  Business  Machines  Corporation. 
©  1996  Canon  U.S.A.,  Inc. 
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of  documents  and  01 
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rtworks,  an  endless  stream 

P30F  to  manage  the  whole  operation. 


GP30F  Digital  Imaging  System. 

Your  office  may  function  with  multiple  environments,  but  for 
document  management  to  run  at  peak  efficiency,  it  needs  one 
integrated  system:  The  GP30F  Total  Document  Management 
System  from  Canon. 

The  GP30F  is  built  around  open  industry  standards,  and  it 
connects  directly  to  numerous  network  environments.  So  l^pj 
no  matter  how  many  different  environments  you're  fjfj||* 

I  ■  ■  i  I  I  I  i     r  Tested  and 

working  with,  anyone  on  any  network  can  print,  rax,  scan  Approved 
and  copy  more  productively,  all  through  the  same  digital  system. 
The  GP30F  also  speaks  your  printing  language,  whether  you're 
using  PCL,  PostScript,  AFPDS,  SCS  or  all  of  the  above. 
So  with  the  GP30F,  you  don't  have  to  change  your  whole 

<y   m      environment  to  make  your  document 
llijgl       processing  more  efficient.  And  you  don't 
Adobe  PostScript  have  to  sacrifice  the  present  for  the 


mm 
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future.  The  GP30F  will  integrate  seamlessly  with  whatever  new 
technology  you  employ. 

If  your  office  needs  an  integrated  solution  to  document 
management,  the  GP30F  is  one  system  that  can  manage  the  job 
perfectly.  For  more  information,  call  1  -800-OK-CANON  or  visit 
us  at  http://www.usa.canon.com  on  the  Web. 
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Canon 


Other  Comments 


Critical 

Good  history  is  a  question  of  sur- 
vival. Without  any  past,  we  will 
deprive  ourselves  of  the  defining 
impressions  of  our  being. 
-Ken  Burns,  in  Ken  Burns's  THE 
CIVIL  WAR:  Historians  Respond, 
edited  by  Robert  Brent  Toplin 

Glass  Slipper 

The  same  tax  policy  that  transformed 
Hong  Kong  into  the  "Pearl  of  the 
Orient"  now  is  receiving  attention  in 
the  Philippines.  Tax  reform  proponents 
are  so  encouraged  by  recent  develop- 
ments, they  see  a  reasonable  chance  of 
having  a  15%  flat  tax  in  place  as  soon  as 
next  year.  Representative  Renato  Diaz, 
subchairman  of  the  House  Ways  & 
Means  Committee  and  chairman  of  the 
subcommittee  on  internal  revenue  [is] 
optimistic  that  President  Fidel  Ramos 
will  sign  the  legislation  in  1997.  The 
implications  of  this  potential  reform  are 
enormous  not  only  for  the  Philip- 
pines— whose  stock  market  is  up  some 
35%  in  dollar  terms  since  late  Novem- 
ber 1995 — but  for  all  of  Southeast  Asia. 
-Peter  A.  Signorelli, 
Polyconomics,  Inc. 

Proven  Policy 

Though  Westerners  can  and  should 
push  China  hard  to  respect  human 
rights,  they  should  reserve  economic 
or  trade  sanctions  for  truly  egregious 
offences.  The  evidence  from  the  rest 
of  East  Asia  is  that  greater  economic 
freedom  does  lead  to  greater  political 
freedom.  As  the  private  sector  flour- 
ishes and  people  grow  richer,  so 
people  also  become  more  indepen- 
dent of  government.  Sooner  or  later, 


that  is  likely  to  have  political  conse- 
quences. Over  the  past  decade,  Asian 
tigers  like  Taiwan,  South  Korea  and 
Thailand  have  all  made  significant 
strides  toward  political  pluralism.  By 
contrast,  those  countries  that  have 
remained  economically  closed  and 
backward — North  Korea  and,  until 
recently,  Myanmar  and  Vietnam — are 
among  the  most  repressive  in  Asia. 
-The  Economist 

Endless  Angst 

Economic  statistics  are  the  best 
thing  that  ever  happened  to  compulsive 
worriers.  If  something  is  getting  unde- 
niably better,  you  can  always  measure 
something  else  that  is  getting  inex- 
orably worse.  Every  silver  lining  can  be 
fitted  out  with  a  cloud,  provided  you 
are  selective  with  your  figures  and  care- 
ful to  make  the  wrong  comparisons. 
-Anthony  Gottlieb,  New  York 
Times  Book  Review 

Plain  Banking 

Many  geographers  and  botanists 
have  said  that  the  Great  Plains  begin  at 
the  hundredth  meridian,  because  that 
is  the  approximate  limit  of  twenty-inch 
annual  rainfall.  Sometimes  the  eastern 
side  of  the  [Missouri]  River  will  be 
green  and  lush,  and  the  western  side 
will  be  a  tan  and  dusty  cowboy- movie 
set.  Farmers  can't  grow  corn,  or  raise 
dairy  cattle  or  do  much  European- 
style  agriculture  at  all  on  sub-twenty- 
inch  rainfall,  and  when  they  first 
moved  out  onto  the  Great  Plains,  they 
sometimes  had  difficulty  borrowing 
money.  Many  banks  and  insurance 
companies  had  a  policy  of  not  lending 
money  for  the  purposes  of  agriculture 


west  of  the  hundredth  meridian.  So, 
whether  or  not  the  rain  stopped  exact- 
ly at  the  hundredth  meridian,  at  one 
time  lots  of  Eastern  loan  officers  did. 
If  you  were  beyond  their  help,  you 
knew  you  were  on  the  Great  Plains. 
-Ian  Frazier,  Great  Plains 

Hafez  Al-Assad,  President  of  Syria, 
and  Saddam  Hussein,  President  of 
Iraq,  are  separated  by  one  dramatic 
difference.  Mr.  Hussein  has  a  big- 
ger mustache.  Otherwise,  twins. 
-A.M.  Rosenthal,  New  York  Times 

Poison  Ivy 

While  the  talk  is  about  free  mar- 
kets and  private  property — and  it  is 
more  respectable  than  it  was  a  few 
decades  ago  to  defend  near-com- 
plete laissez-faire — -the  bulk  of  the 
intellectual  community  almost  auto- 
matically favors  an  expansion  of  gov- 
ernment power  so  long  as  it  is  adver- 
tised as  a  way  to  protect  individuals 
from  big,  bad  corporations,  relieve 
poverty,  protect  the  environment,  or 
promote  "equality."  The  intellectu- 
als may  have  learned  the  words,  but 
they  do  not  yet  have  the  tune. 
-Milton  Friedman,  Nobel  laure- 
ate and  senior  research  fellow,  the 
Hoover  Institution 

Status  Symbol 

If  the  content  of  civility  is 
respect,  then  its  form  might  be  man- 
ners, say  those  like  Marjabelle  Young 
Stewart,  who  specializes  in  trying  to 
improve  them. 

At  AT&T  offices  in  New  Jersey, 
manners  have  become  a  priority.  Exec- 
utives at  the  company  have  received 
training  from  Stewart,  as  have  execu- 
tives at  Merrill  Lynch.  "Manners  are 
the  new  status  accessory,"  Stewart  tells 
her  students,  "pricier  than  a  Rolex, 
more  portable  than  a  Day- Timer,  and 
shinier  than  handmade  shoes.  Polished 
graces  can  get  you  where  you're  going 
faster  than  a  speeding  BMW." 
-John  Marks, 

U.S.News  &  World  Report  H 


"I'm  sorry  your  car  was  totaled— but  we  can't 
really  sue  the  tree  manufacturer." 
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[  Warning:  Side  effects  include 


[  Riviera  by  Buick] 


viera  by  Buick:  No  other  luxury  coupe  provides  such  a  personal  expression  of  power,  confidence  and  control.  With  its  head-turning  design  and  supercharged 
pO-hp  engine,  Riviera  can  do  wonders  for  your  state  of  mind.  For  all  the  details  of  this  limited-time  lease,  see  your  local  Buick  dealer.  Or  call  1-800-4-RIVIERA. 

399.00  per  month  for  30  months.  $1 ,995.00  DOWN  PAYMENT.  $2,844.00  due  at  lease  signing  (first  month's  payment  of  $399.00,  plus  $450.00  refundable  security  deposit,  plus  down  payment)  Taxes,  license,  title  fees,  and 
lurance  extra.  GMAC  must  approve  lease.  Example  based  on  a  '96  Buick  Riviera  1SE  package,  leather  bucket  seats,  3800  Series  II  Supercharged  engine,  Astroroof,  CD  player,  and  heated  memory  seats.  $35,050.00  MSRP, 
lulling  destination  charge.  Monthly  payments  total  $1 1 ,970.00.  Payments  may  be  higher  in  Alabama,  California,  Connecticut,  Hawaii,  New  York,  Rhode  Island,  Texas,  and  Virginia.  Option  to  buy  at  lease  end  for  price 
termined  at  lease  signing.  Mileage  charge  of  $.1 5  per  mile  over  30,000  miles.  Lessee  pays  for  excess  wear.  You  must  take  retail  delivery  out  of  dealer  stock  by  June  1 , 1 996.  See  your  participating  dealer  for  gualification  details. 
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"Oracle  is  our  favorite  kind  of 
customer.  Extremely  demanding. 
To  see  our  AlphaServer  systems 
exceed  their  expectations  is  very 
satisfying." 

Harry  Copperman 

Digital  VP  &  General  Manager 

Systems  Business  Unit         i  :  ■ 


"Oracle  was  the first  database  vendor  to  fully 
exploit  our  VLM64  (very  large  memory) 
technology.  It's  really  gratifying  to  see  them 
now  reaping  the  benefits!' 

Pauline  Nist  » 
Digital  VP,  AlphaServer  Business  | 


;  . 
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"Oracle  has  an  excellent  recor 
for  seeing  the  future  clearly,  s 
to  have  them  running  thei 
most  critical  applications  o 
the  AlphaServer  platform  is 
tremendous  endorsement.  We) 
truly  flattered." 

Robert  B.  Palmer 

Digital  Chairman,  President  &  CF.1 


DIGITAL  IS  PROUD  TO  ANNOUNCE  THAT  ORACLE  IS  RUNNINl 
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■"©1996  Digital  Equipment  Corporation.  Digital,  the  DIGITAL  logo  and  AlphaServer  are  trademarks  of  Digital  Equipment  Corp  The  Oracle  logo  is  a  registered  trademark  of  Oracle  Corporation. 
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*hacle  is  growing  at  a  phenomenal 
hte.  We  need  systems  that  can  stay 
'head  of  us,  and  our first AlphaServer 
\sts  were  incredible.  We  were  floored. 
\  was  a  purchase  decision  that  made 

trence  J.  Ellison 
[Jcle  Chairman  &  CEO 


WE  WERE 
FLOORED. 


"Better,  faster,  cheaper.  Those  are  my 
favorite  words,  and  the  AlphaServer 
systems  are  delivering  on  all  counts. 
They  ve  given  our  financial  systems 
the  added  capacity  and performance 
we  needed.  We're  extremely  pleased" 

Jeffrey  Henley 

Oracle  CFO  &  Executive  VP 


"To  install  a  totally  new  e-mail 
system  for  hundreds  of  users 
over  a  weekend  and  have  it 
just  run,  our  AlphaServer  con- 
version was  the  smoothest  we 
ever  saw.  It's  now  supporting 
thousands  of  users!' 

Gerald  J.  Corvino 
Oracle  CIO  &  Sr.  VP 
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BUSINESS  APPLICATIONS  ON  THE  64-BIT  ALPHASERVER  8400. 
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Commentary 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Chairman 


THE  GULLIBLE  STOCK  MARKETS 


The  propensity  of  stock  markets — at  home  or 
\  abroad — to  react  violently  to  rumors,  half-digested  news 
stories  and  wild  hopes  or  fears  is  fast  lending  credence 
to  the  feeling  that  stock  market  price  changes  are  about 
the  worst  of  all  economic  indexes.  Wall  Street's  rapid 
fluctuations  and  quick  reversals  are  a  case  in  point.  Even 
more  telling  was  the  response  of  stock  markets  and 
financial  analysts  to  Italy's  election  last  month. 

Headlines  in  London's  liberal  newspaper  the  Guard- 
ian gleefully  reported:  "Shares  soar  as  Left  takes  over  in 
Italy."  The  Financial  Times  said  the  result  "holds  out 
the  prospect  of  a  stable  administration.  That  should  be 
welcomed  both  by  the  financial 
markets  and  by  Italy's  European 
partners."  Responding  to  the 
news,  the  Milan  Stock  Exchange 
promptly  shot  up  5%.  The  lira 
rose  against  the  deutsche  mark, 
and,  according  to  reports,  some 
Italian  businessmen  feel  that 
"political  stability  will  encourage 
the  Bank  of  Italy  to  reduce  the 
official  discount  rate,  currently  at 
9%,  to  give  a  boost  to  the  econo- 
my." Actually,  the  economy  is 
doing  nicely  now,  as  Forbes 
recently  pointed  out  (Apr.  22). 

What  is  the  anatomy  of  this  electoral  result  that  is 
bringing  such  cheer  to  investors  and  promising  such 
strength  for  the  troubled  lira?  The  Olive  Tree  alliance 
won  a  narrow  victory.  It  is  a  strange  electoral  coalition 
of  eight  center-left  parties,  made  up  of  former  commu- 
nists, socialists,  centrist  (liberal)  Christian  Democrats 
and  environmentalists.  The  dominant  partner  within  the 
alliance  is  the  former  communist  party,  now  called 
Democratic  Party  of  the  Left  (PDS),  which  still  uses  the 
hammer  and  sickle  as  its  symbol.  Olive  Tree  won  157 
seats  in  the  Senate  but  will  need  more  to  control  that 
315-member  body. 

In  the  630-member  Chamber  of  Deputies,  Olive  Tree 
won  284  seats.  To  govern,  Olive  Tree  will  need  at  least 
32  more.  Where  will  these  32  come  from?  Olive  Tree  is 
counting  on  support  from  two  groups.  First,  Recon- 
structed Communism  (RC),  the  hard-line,  unabashed 
communists,  who  refused  to  join  the  PDS  and  won  35 


Romano  Prodi,  Italy's  new  leader:  Can  he  con- 
trol the  communists  and  keep  Italy  heading  West? 


seats  in  this  election.  Second,  the  Northern  League,  win- 
ner of  59  seats,  a  party  that  only  wants  autonomy  for  the 
North  and  was  instrumental  in  bringing  down  the  right- 
wing  coalition  of  Silvio  Berlusconi  in  late  1994.  This  time 
Berlusconi's  Freedom  Alliance,  made  up  of  Forza  Italia, 
ex-Christian  Democrats  and  the  National  Alliance,  won 
246  seats.  The  Right  has  said  that  it  will  go  into  opposi- 
tion "without  extremism,  but  also  without  indulgence." 

Romano  Prodi,  an  economics  professor  and  leader  of 
Olive  Tree,  claimed  victory  and  is  expected  to  be  named 
prime  minister.  But  his  needed  32  seats  may  prove  elu- 
sive, as  was  reflected  by  RC  and  Northern  League  lead- 
^^^^^^^^^^^  ers'  discouraging  statements  fol- 
lowing the  election.  RC  said  later 
that  it  would  "help  in  the  birth  of 
the  new  government"  but  would 
not  join  it. 

So  why  the  rejoicing?  If  the 
hard-line  communists  ultimately 
join  PDS,  leftist  policies  that  have 
failed  so  conspicuously  in  the  past 
will  be  forced  on  Italy.  Nor  is 
there  much  to  encourage  foreign 
investors  hoping  to  find  a  stable 
government  following  sound, 
free-market  policies.  Sadly,  the 
most  likely  outcome  for  Italy  will 
be  a  weak  government  heavily  dependent  on  hard-core 
Marxist  communists  or  on  Northern  extremists  who 
want  to  break  up  the  country,  fomenting  instability  for 
the  future.  (Incidentally,  the  Northern  League's  two 
leaders,  who  were  both  soundly  defeated  at  the  polls,  will 
get  seats  in  parliament  under  Italy's  bizarre  proportional 
representation  system.)  Unhappily,  all  this  leaves  in  some 
doubt  Italy's  future  security  role.  Italy  has  always  been 
one  of  NATO's  and  the  U.S.'  strongest  supporters.  It  is 
at  the  least  not  clear  whether  dyed-in-the-wool  commu- 
nists will  permit  this  to  continue. 

The  best  hope  for  Italy  is  that  a  continuing  stalemate 
or  a  radical  shift  to  the  Left  will  so  disillusion  voters 
that  in  the  next  election,  as  almost  happened  in  1994, 
they  will  give  Berlusconi's  Freedom  Alliance  a  govern- 
ing majority. 

Meanwhile,  the  word  for  prospective  investors  ought 
to  be  "sell,"  not  "buy."  WM 
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HY  BE  BOUND  BY  THE 
ENTANGLEMENTS  OF 


A  EEGAE  ONSLAUGHT? 


IL 


mmnMnnH 


There  was  a  time,  not  so  long  ago,  when  legal  entanglements  were  merely  unpleasant  facts  of  corporate  life. 
Today,  however,  lawsuits  are  often  an  assault  on  executives,  jeopardizing  personal  and  corporate  assets. 

Though  your  hands  may  be  tied  by  the  legal  system,  you  can  protect  yourself  with  a  powerful  partner. 

Zurich-American  provides  expert  solutions  to  large  public  corporations,  private  companies  and  not-for-profit 
organizations  for  managing  executive  liability  risk.  We  even  provide  for  the  unique  risk  management 
needs  of  emerging  companies.  At  Zurich-American,  our  people  are  highly  trained  specialists  in 
Director  s  and  Officer's  liability.  Our  commitment  is  backed  by  our  global  capacity  and  by 
Standard  &  Poors  AAA  and  A.M.  Best  A+  ratings. 

For  more  information  on  Executive  Assurance  contact  your  agent  or  broker, 
or  call  Zurich-American  at  1-800-382-2150.  Your  assets  are  at  stake,  so  act  swiftly. 


ZURICH-AMERICAN 

INSURANCE  GROUP 

The  Power  oi  Partnership 


A  MEMBER  OF  THE  WORLDWIDE  ZURICH  INSURANCE  GROUP 


WHEN  YOUR  CAR'S  EVEN  NAMED  "MOST  WASH ABL 
YOU  KNOW  YOU'RE  DOING  SOMETHING  RIGHT. 


With  its  recent  designation  as  "Best 
Overall  Vehicle  in  Total  Value," 
as  well  as  "Most  Washable 
Vehicle"  by  the  Michigan 
Car  Wash  Association,  the 
Aurora™  continues  to  clean 
up  on  the  awards  circuit. 
A  heartfelt  thank-you  goes 
out  to  all  the  news 
media,  as  well  as 
our  employees  and  customers,  who 
helped  make  it  possible.  With  your 
continued  support,  can  "most  dryable" 
be  far  behind?  Demand  better. 
Aurora  by  Oldsmobile. 


.  C,A  t  CoT. 

aval.  Buckle  Up.  America! 


"Most  Washable'  awarded  h  Michigan  Car  Wash  Association 

Strategic  Vision's  *pos  YWhc/c"  Experience  Stujy  is  hosed  on  a  total  of  31.440  new  vehicle  h 
responses  indicating  owners'  positive  anJ  negative  experiences  during  the  first  op  days  of  owner. 
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''What  did  you  say?" 


BY  DYAN  MACHAN 


My  "dis- 
ability" 
means  I 
have  trouble 
hearing 
my  editor, 
my  crying 
children 
and  Bill 
Clinton  on 
TV.  Is  that 
so  bad? 


At  37, 1  think  I  am  too  young  to  have  a 
hearing  problem,  but  after  flunking  a  cou- 
ple of  tests  the  verdict  is  in:  a  40%  loss  in 
both  ears.  That  makes  me  one  of  28 
million  Americans  deemed  "hearing  im- 
paired." Am  I  now  entitled  to  disability 
compensation  or  a  seat  on  the  bus?  No 
such  luck,  my  audiologist,  Peter,  tells  me, 
you've  got  to  have  a  90%  loss  for  perks.  All 
I  am  entitled  to  is  a  pair  of  $3,600  hearing 
aids,  which  I  am  also  entitled  to  pay  for 
myself  since  my  insurance  plan — like  most 
people's — doesn't  cover  them. 

I  select  a  relatively  new  model  called  the 
Cameo,  by  Minnesota-based  Argosy  Elec- 
tronics, Inc.  The  size  of  a  pencil  eraser,  the 
Cameo  is  hidden  in  the  ear,  save  for  a  little 
plastic  fishing  line  to  yank  it  out  with. 

They  feel  like  hockey  pucks  in  my  ears. 
As  I  pat  my  hair  around  my  ears,  I  can't  see 
them  but  I  can  hear  them. 

Like  an  air  conditioner  inside  my  brain, 
they  sing  a  quiet,  white  noise.  In  the 
morning  I  walk  downstairs  to  my  children. 
Ouch!  The  cartoons  are  too  loud.  The 
world  has  a  hollow,  phony  sound.  I  feel 
like  I'm  in  a  movie,  with  a  sound-effects 
man  making  the  rustling  paper  and  the 
walking  steps  a  bit  too  loud. 

The  subway  I  take  to  work  is  more  shrill  and 
hostile  than  usual.  One  of  those  static-ridden 
loudspeakers  comes  on  with  an  announcement 
about  train  service.  Even  amplified  I  can't  un- 
derstand it.  I  cover  my  ears. 

My  "disability"  means  I  have  trouble  hearing 


my  soft-spoken  editor,  my  crying  children  and 
Bill  Clinton  on  television.  That's  not  all  bad.  Do 
I  really  need  the  darned  things?  With  a  light 
yank,  I  pull  out  my  ear  stoppers  and  place  them 
in  their  little  protective  case.  The  world  is  just 
too  loud.  I'm  getting  along  fine  now.  Perhaps 
we're  just  too  driven  toward  perfection. 


Firefight  on  floppy  disk 
u 


R.  LEE  SULLIVAN 


i  Networked 
ion  PCs, 
Marines  zap 
the  enemy 
iwith 
electronic 
machine 
guns. 


DO  YOU  SUFFER  from 

Doom  Induced  Mo- 
tion Sickness,  or 
DIMS?  You  mean 
you're  not  a  Doom 
devotee?  Made  by 
Dallas-based  Id  Soft- 
ware, Doom  is  the 
notoriously  violent 
computer  game 
where  the  object  is  to 
blast  away  at  grue- 
some monsters  and 
horned  demons  with 
fangs.     Point  your 

gun,  pull  the  trigger  and — if  your  aim  is  good — 
the  little  devils  splatter,  leaving  behind  their 
messy  remains.  So  realistic  are  the  graphics — 
and  so  quick  the  pace — that  some  Doom  fanat- 


ics do  indeed  suffer 
from  DIMS. 

Now  the  U.S.  Ma- 
rine Corps  is  testing 
Doom  to  train  infan- 
try. Their  version  is  a 
little  different — no 
gory  ghouls  to  kill, 
just  an  enemy  rifle 
squad  in  uniform.  In- 
stead of  a  dank  dun- 
geon, the  backdrop  is 
a  wide-open  field. 
Choice  of  weapons 
includes  an  M-16  ri- 
fle, a  light  machine  gun  or  hand  grenades. 

Unlike  commercial  Doom,  Marine  Doom  is  a 
game  of  teamwork.  Networked  on  PCs,  teams  of 
four  Marines  conduct  flanking  maneuvers,  set 
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up  fields  of  fire  and  practice  leapfrog  tactics 
where  one  guy  keeps  the  enemy  pinned  down 
while  his  buddy  moves  ahead.  "[Doom]  lets 
them  learn  all  those  dirty  lessons,  so  that  their 
field  training  is  more  effective,"  says  Lieutenant 
Scott  Barnett,  who  heads  the  Marine  Doom 
project.  It's  handy  for  keeping  Marines  enter- 
tained and,  best  of  all,  the  game  is  portable: 
Marines  stuck  at  sea  for  months  at  a  time  can 
sharpen  teamwork  skills  on  laptops. 

The  Corps'  Modeling  and  Simulation  Man- 
agement Office  in  Quantico,  Va.  started  testing 


the  game  early  this  year  after  modifying  the 
latest  version  of  Doom  to  suit  its  purposes.  The 
Marine  Corps  is  investigating  other  commercial 
pc;  war  games  as  alternatives  to  expensive  work- 
station and  mainframe  systems.  "We  can  invest 
millions  of  dollars  in  high-end  simulators  that 
take  years  to  build,  but  this  is  here  today  and  it's 
cheap  and  versatile,"  explains  Barnett. 

At  the  Marine  Corps'  Web  site 
(http://www.usmc.mil)  Doom  1.9  owners 
with  an  IBM  or  IBM  clone  (but  not  a  Macintosh) 
can  link  to  and  dow  nload  Marine  Doom  for  free. 


Lucky  eights 


BY  DAMON  DARUN 


Is  the  luck 
of  the  Chinese 
about  to 
run  out? 


To  the  Chinese,  eight  is  a  lucky  number  be- 
cause it  sounds  like  their  word  for  prosperity. 
The  Chinese  immigrants  who  populate  Califor- 
nia's San  Gabriel  Valley  thus  believe  their  818 
area  code  makes  them  twice  as  lucky. 

Christopher  Jeffers,  city  manager  for  Monte- 
rey Park,  in  the  San  Gabriel  Valley,  claims 
Chinese  families  move  to  the  area  for  the  lucky 
area  code.  Some  say  all  these  eights  explain  why 
the  San  Gabriel  Valley  is  one  of  the  most 
prosperous  areas  in  Greater  Los  Angeles. 

Alas,  Pacific  Bell  has  announced  that  starting 


next  year  it  intends  to  add  a  626  area  code  to  the 
San  Gabriel  Valley.  The  Chinese  are  in  an 
uproar.  "If  they  change  the  number,  then  there 
will  be  no  business,"  cries  Edward  Hou,  manag- 
er of  88  Gifts  &  Books  in  Rosemead.  The  City  of 
Monterey  Park  is  suing  Pac-Bell,  claiming  the 
new  area  code  will  hurt  residents. 

A  Pac-Bell  spokeswoman  had  this  response: 
"At  least  we're  not  trying  to  introduce  [an  area 
code  with  the  number]  four."  In  several  Asian! 
languages — including  Korean,  Mandarin  and 
Cantonese — four  sounds  like  death.  I 
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"Inflation  is  beginning  to 
stir  beneath  the  surface," 
warns  Marlene  Grabau. 
economist  at  hsbc 
Washington  Analysis.  The 
Consumer  Price  Index  rose 
1.4%  in  the  first  quarter 
(3.8%  annualized),  but  some 
components  rose  faster. 
Wholesale  prices  for  fin- 
ished goods  rose  0.9%  in 
the  quarter,  spurred  in  pari 
by  a  4.6%  surge  in  energy 
prices.  Grabau  expects  the 
overall  cpi  to  rise  3.3%  this 
year,  compared  with  2.5% 
for  last  year. 
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Closeup  on  the  Forbes  Index 
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Current  270. 7*t       Previous  270. 6t       Percent  change 


*Preliminary  fRevised 


The  Forbes  Index  is  a  measure  of  U.S. 
economic  activity  composed  of  8  equally 
weighted  elements:  The  cost  of  services 
relative  to  all  consumer  prices,  the  level  of 
new  orders  for  durable  goods  compared  with 
manufacturers'  inventories,  total  industrial 
production,  new  housing  starts,  personal 
income,  new  claims  for  unemployment 
compensation,  total  retail  sales,  total 
consumer  installment  credit. 
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na  ror  your  main  course,  they 
make  you  chase  the  cow. 


You're  ready  to  dive  in.  You  want 
to  enhance  your  products  and  ser- 
vices by  placing  the  power  of  the 
Web  directly  inside  them.  But 
first  you  need  the  proper  tools  - 
flexible  technology  that  works 
across  any  platform,  with  compo- 
nents that  can  be  served  up  and 
implemented  in  a  hurry.  You  also 


May  we  suggest. ..Look  into 
Spyglass.  We're  the  only  partner 
that  offers  Web  technology  kits 
to  order.  We  cater  our  tech- 
nology to  fit  your  needs,  not  the 
other  way  around.  Our  unique 
client/server  components  can 
be  placed  directly  into,  well, 
anything.  Financial  software? 


want  good  service  -  a  partner  www.spyglass.com  Indeed.  Hardware?  Hardly  a 
who  works  with  you  and  delivers  on-time.  problem.  PDAs?  Absolutely.  If  you're  ready 
Unfortunately,  when  it  comes  to  the  truly  to  open  a  whole  new  world  of  opportunity  to 
customized  multi-platform  support  you're  your  business,  your  products  and  customers, 
looking  for,  many  Web  technology  providers  then  contact  Spyglass  today.  We'll  help  you 
are  out  to  lunch.  Make  The  Net  Work. 


S  PYG  LAS  S 

Moke  The  Net  Work™ 


Spyglass,  the  Spyglass  logo,  and  "Make  The  Net  Work"  are  trademarks  of  Spyglass,  Inc.  For  inquiries  call  1-708-245-6615. 


There's  a  fashionable  complacency  about  recent  economic  growth, 
Sure,  it's  not  been  terrible— but  it  could  have  been  much  better. 

It  ain't 
necessarily  so 


By  Peter  Brimelow 

Election  year  TRUE/FALSE  quiz: 

■  The  U.S.  economy  is  in  its  sixth  year  of  expansion. 

■  This  recover}'  is  among  the  weakest  since  World  War  II. 
Both  TRUE,  actually.  Whether  voters  decide  the  snake  oil 

bottle  is  half-full  or  half-empty  probably  depends  on 
which  candidate  talks  fastest. 

But  why  is  the  economy,  though  growing,  growing  so 
slowly?  Pessimism  about  America's  long-term  economic 
growth  is  not  a  matter  of  devious  Democrats  taking  evasive 
action  .  .  .  entirely.  Federal  Reserve  Chairman  Alan 
Greenspan  reportedly  believes  that  bottlenecks  and  short- 
ages, which  would  result  from  faster  growth,  restrict  the 
economy  to  its  current  path. 

Our  main  chart  might  seem  to  echo  these  blues. 
Developed  by  Dallas  Federal  Reserve  economist  W.  Mi- 
chael Cox,  it  shows  post- 1973  GDP  growth  per  capita 
(1.6%  yearly  average),  sharply  slower  than  the  1954-73 
boom  years  (2.1%  yearly  average).  But  it  also  shows  that 
further  back,  1869-1953,  the  economy  also  grewata  1.6% 
yearly  average. 

Could  it  be  that  the  current  snail's  pace  is  normal?  This  is 
a  radically  shocking  thought  for  Forbes.  We  have  reported 
several  estimates  of  the  extent  to  which  specific  govern- 
ment policies  stunt  growth.  For  example:  The  Environ- 
mental Protection  Agency's  own  calculation  that  its  clean 
air  and  water  regulations  reduced  1990  GDP  by  5.8% 
(Forbes  July  6,  1992).  University  of  Texas  at  Dallas 

Research:  Edwin  S.  Rubenstein,  Right  Data  Associates. 


Onward  and  upward 

Per  capita  U.S.  economic 
growth  has  passed  through 
distinct  phases... 


economist  Gerald  W.  Scully's  calculation  that  excessive 
taxation  since  1949  reduced  1989  GDP  by  more  than  half 
(Feb.  12).  Forbes'  own  calculation  that  the  Equal  Em- 
ployment Opportunity  Commission's  imposition  of 
workplace  race  and  gender  quotas  reduced  1991  GDP  by 
perhaps  4%  (Feb.  15,  1993). 

Does  this  longer-term  perspective  mean  we  were 
(ahem)  wrong? 

Not  at  all,  insists  the  Dallas  Fed's  splendid  Cox.  He  says 
flatly  that  modern  growth  rates  should  be  significantly 
higher  than  19th-century  growth  rates.  "There's  a  whole 
academic  literature  that  says  economic  growth  ought  to 
accelerate  over  time,"  he  says.  The  reasons  include  in- 
creased market  size,  bringing  higher  returns  to  innova- 
tion; and  the  gathering  momentum  of  inventions. 

In  the  perspective  of  history,  this  abruptly  accelerating 
takeoff  of  growth  and  change  after  long  stagnation  has 
been  the  norm  of  human  experience.  University  of  Maty- 
land  economist  Julian  Simon  has  sketched  the  principle  in 
theory  (see  chart  opposite,  top).  His  new  book,  The  State  of 
Humanity  (Blackwell),  provides  an  example  in  practice —  > 
the  takeoff  after  almost  two  centuries  of  slow  per  capita  ° 
economic  growth  in  Britain  (see  chart,  bottom  right). 

So  why  aren't  we  experiencing  that  takeoff  growth  now?  =j 
A  clue:  Now,  federal,  state  and  local  government  spending  § 
amounts  to  a  third  of  national  output.  Then,  govern- 
ment spending  was  under  a  tenth.  This  funda- 
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mental  structural  change  means  that  it  would  be  surprising 
if  the  U.S.  growth  pattern  was  consistent  over  a  century! 

One  look  at  what  might  have  been  with  less  obtrusive 
government:  the  hypothetical  growth  path  if  government 
spending  on  consumption  had  not  increased  after  1930 
(right),  from  estimates  made  by  Harvard's  Robert  J.  Barro 
and  Yale's  Xavier  Sala-i-Martin  in  their  Economic  Growth 
(McGraw-Hill). 

The  U.S.  economy  has  given.  But  the  government  has 
been  taking  away.  SB! 


. . .  but  economists  say  that  the  post-1973 
slowdown,  even  though  it  parallels  earlier 
growth  rates,  still  need  not  have  occurred. 


Idealized 


growth  trend 


$28 


% 

J 


26 


-  24 


The  history  of  change: 
A  schematic  look 

Accelerating  change  after  eons  of 
stagnation  is  the  human  norm.  Most 
dramatic  case:  Message  speed  went 
from  horse's  gallop  to  virtually  infinite 
with  the  invention  of  the  telegraph. 


1000 


1500 


2000 


Possible  growth  if 
government  consumption 
spending  had  not  increased— 
per  capita  GDP  almost 
one-third  higher  in  1994. 


Weak  recovery 
leaves  per  capita 
growth  still 
below  trend. 


1.6%  growth  trend 


1954-73  growth  experience 
arguably  exceptional. 


Per  capita 
real  GDP 

(thousands  of  1987  dollars) 
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2.1% 

growth  trend 


1.6% 

growth  trend 


For  most  of  British  history,  per  capita 
output  grew  very  slowly.  But  a  distinct 
takeoff,  estimated  here  by  leading 
authorities,  eventually  occurred. 
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Real  national  income  per  capita  in  Britain 
(1700  =  100) 


Accelerating  economic  growth 
A  British  case  study 
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Sources:  Dallas  Federal  Reserve;  The  State  of  Humanity  and  addendum,  Julian  Simon;  Economic  Growth,  Robert  J.  Barro  and  Xavier  Sala-i-Martin. 
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Stew  Leonard  was  a  successful  businessman 
with  a  serious  flaw.  His  son  Tom 
seems  to  have  inherited  the  flaw. 

Like  father, 
like  son 

By  Phyllis  Berman 


ABOVE: 

2  Stew  Leonard's 
|  second  store  in 
%.  Danbury,  Conn. 
*  Here  the  tedious 
chore  of  grocery 
shopping  is  fun 
for  the  whole 
family. 


For  nearly  three  decades  Stew 
Leonard's  in  Norwalk,  Conn,  has 
been  a  legend  in  the  grocery  industry. 
Annually  this  store  moves  $88  million 
in  merchandise  compared  to  $14  mil- 
lion for  leading  grocer)'  chains.  It 
carries  a  limited  range — only  1,300 
items,  compared  with  the  20,000  car- 
ried by  a  typical  large  supermarket — 
but  marks  those  items  way  down.  For 
example,  a  gallon  of  low-fat  milk — 
bottled  on  site — costs  $1.78,  com- 
pared with  $2.39  at  competing  stores. 

While  saving  money  for  its  custom- 
ers, the  store  also  amuses  them  and 
their  children.  It  has  a  petting  zoo  in 
the  parking  lot,  employees  dressed  as 
chickens  cavorting  in  the  aisles,  celery 


stalks  singing  on  top  of  the  shelves 
and  cartons  of  milk  dancing  on  the 
daily  shelves.  Leonard's  was  in  the 
Guinness  Book  ofRecordstov  the  great- 
est sales  per  unit  area  in  the  U.S.: 
$3,470  in  sales  per  square  foot.  Tom 
Peters  profiles  Leonard's  in  A  Passion 
for  Excellence.  Wal-Mart  executives 
have  studied  his  methods. 

In  1991  Leonard  opened  a  second 
store,  about  30  miles  away  in  Dan- 
bury,  now  doing  $60  million  a  year. 

Profitable?  The  two  Leonard's 
stores  net  an  estimated  2.5%  on  sales, 
compared  with  the  1%  brought  down 
by  the  average  supermarket. 

But  Leonard  got  too  greedy.  He 
was  caught  cheating  on  income  taxes 


LEFT; 

Grocery  executive 
Tom  Leonard 
The  grand  jury 
wants  to  know 
how  much  he  has 
in  common  with  his 
jailbird  dad. 


and  in  1993  pleaded  guilty  to  a  charge 
of  conspiracy  to  defraud  the  federal 
government.  Turns  out  he  had  been 
skimming  cash  without  reporting  it, 
$17  million  over  a  ten -year  period. 
Leonard  agreed  to  the  plea  on  the 
condition  that  his  son,  Stewart  Jr.,  not 
be  charged.  Leonard  is  now  serving  a 
52-month  jail  term  in  Schuylkill,  Pa. 

The  family  has  stuck  together.  Stew 
Leonard  Jr.  is  running  the  Norwalk 
store,  which  is  in  his  mother's  name; 
his  younger  brother  Tom  is  running 
the  Danbury  store,  w  hich  is  owned  by 
the  two  brothers  and  their  sisters  Jill 
Tavello  and  Beth  Hollis. 

The  family  has  done  so  well  that 
there  is  talk  of  opening  a  third  opera  - 
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tion,  possibly  in  New  York's  West- 
chester County. 

But  now  scandal  has  struck  again, 
and  family  unity  may  be  shattered.  A 
grand  jury  is  looking  into  whether 
younger  brother  Tom,  40,  has  been 
doing  something  similar  to  what  his 
father  did — evading  income  taxes. 
The  suspicion  is  that  he  may  have 
skimmed  cash  from  a  soda  machine,  a 
hot  dog  stand  and  other  spots  at  the 
Danbury  store. 

Investigators  are  expected  to  call 
Tom's  older  brother,  Stew  Jr.,  and 
I  some  20  others,  to  testify.  The  older 
brother  seems  intent  on  saving  the 
store's  reputation. 

If  Tom  was  skimming,  he  was  do- 
ing so  on  a  far  smaller  scale,  and  in  a 
more  primitive  way  than  his  dad  had. 
Stew  Sr.  ran  an  elaborate  scam.  He 
hired  computer  specialists  to  design  a 
software  system  that  would  automati- 
cally eliminate  evidence  of  the  receipts 
from  a  certain  percentage  of  the  com- 
pany's several  dozen  checkout 
counters  every  day.  The  unaccount- 
ed-for money  was  collected  from  the 
registers  daily  for  ten  years  and  hidden 
in  a  safe  built  into  a  fireplace  in  Stew 
Leonard's  office.  Leonard  would  then 
pocket  wads  of  cash  and  carry  the 
money  out  of  the  country  when  he 
went  to  his  Caribbean  vacation  home 
on  St.  Martin. 

Stew  Sr.  was  done  in  when  a  fired 
employee  told  his  story  to  the  IRS.  The 
betting  around  town  is  that  another 
ex-employee  fingered  Tom.  The 
moral  of  the  story  is:  If  you  are  going 
to  break  the  law,  you'd  better  take 
really  good  care  of  anyone  who  is  in  a 
position  to  know  about  it.  Better  yet, 
don't  get  too  greedy.  Hffi 


In  heavy  construction,  long  out  of  favor,  Dennis 
Washington  has  built  a  mighty  empire.  Will  Morrison 
Knudsen  become  his  newest  province? 

A  tycoon  in  the 
old  mold 


By  Stephen  S.  Johnson 

Dennis  Washington  has  come  a 
long  way  since  he  borrowed  $30,000 
and  leased  a  bulldozer  in  1967.  To- 
day, long  out  of  day-to-day  opera- 
tions, spending  his  time  between 
Palm  Springs  and  Missoula,  Mont., 
he  would  rather  tell  you  about  the 
143-foot  motor  yacht  he  just  bought 
from  Ray  Kroc's  widow  than  discuss 
his  vast  business  operations. 

Don't  be  fooled.  The  Montana  bil- 
lionaire, now  61,  may  be  on  the  verge 
of  adding  what  is  left  of  ailing  con- 
struction giant  Morrison  Knudsen  to 
his  business  empire,  which  already 
includes  the  old  Anaconda  Copper 


Mine,  bridge  and  highway  construc- 
tion, railroads  and  shipping. 

It's  no  secret  that  he  would  like  to 
become  a  serious  rival  to  the  likes  of 
Fluor  Corp.,  Bechtel  and  Peter  Kiewit 
Sons'.  With  MK  he  could  achieve  this. 

In  mid-April  mk's  board  approved  a 
prepackaged  bankruptcy  plan — now 
being  reviewed  by  some  75  creditors. 
The  plan  would  include  a  swap  of  mk's 
$350  million  in  short-term  debt  and 
liabilities  for  about  $135  million  in 
new  mk  stock.  When  and  if  that  stock 
comes  on  the  market,  Washington  is 
very  much  a  prospective  buyer. 

Under  Chairman  Robert  Miller, 


Washington's  specialty— heavy  equipment  at  the  Anaconda  Copper  Mine 
He  paid  $18  million  for  it  in  1985.  Today  its  pretax  earnings  are  $85  million. 
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Montana's  billion- 
aire construction 
magnate  Dennis 
Washington 
Expanding  into 
rail  and  marine 
transportation, 
he  may  have  his 
eye  on  ailing 
Morrison  Knudsen 


MK  has  come  a  long  w  ay  in  the  past 
year.  It  is  still  stuck  with  its  ailing  MK 
Rail  unit,  but  on  rev  enues  of  $1.7 
billion  the  company  made  an  operat- 
ing profit  of  $19  million  last  year.  Its 
mining  and  environmental  units — 
about  $1  billion  in  combined  reve- 
nues— remain  healthy,  and  new  con- 
tracts are  being  won  by  its  heavy 
construction  arm. 

Not  only  is  Morrison  Knudsen  a 
prestigious  old  name,  it  also  has  a 
New  York  Stock  Exchange  listing, 
which  would  propel  Washington  into 
the  arena  of  public  companies  in  a 
big  way. 

In  mid- 1992  he  tried  to  take  his 
construction  company,  Washington 
Contractors  Group,  public  in  a  $59 
million  stock  offering,  but  the  deal 
didn't  fly.  He  was  asking  too  much, 
the  prospective  underwriters 
thought.  But  a  lot  of  money  has 
flow  ed  into  his  coffers  since  then,  and 
he's  gained  ground  over  rivals. 

His  Washington  Contractors 
Group,  which  does  the  heavy  dirt- 
moving  for  public  and  private  infra- 
structure projects,  has  revenues  of 


$230  million  and  order  backlogs  of 
$400  million.  The  company  is  the 
leader  in  the  California  market,  where 
it  has  built  more  major  roads  and 
bridges  than  anyone  else.  It  is  current- 
ly working  on  a  $135  million  dam- 
building  project  in  southern  Califor- 
nia and  recently  won  a  bid  for  a  $57 
million  airport  project  in  Las  Vegas. 

Washington's  Montana  Resources 
owns  the  famed  Anaconda  Copper 
Mine,  which  he  bought  and  reopened 
for  $18  million  in  1985.  It  earned  $85 
million  pretax  on  revenues  of  $200 
million  last  year.  His  Montana  Rail 
Link — bought  from  Burlington 
Northern  in  1987 — earned  $54  mil- 
lion pretax  on  revenues  of  $188  mil- 

Washington  needs  the  design 
and  engineering  experience 
that  Morrison  Knudsen  has. 
Together  the  two  would  be  a 
strong  force  in  the  U.S. 
construction  industry. 


lion,  and  more  acquisitions  are  on  the 
horizon. 

Not  satisfied  with  his  success  in 
mining  and  heavy  construction, 
Washington  is  expanding  his  trans- 
portation ventures  beyond  railroad- 
ing. In  1992  he  bought  Vancouver, 
Canada- based  C.H.  Cates  &  Sons 
tugboat  company,  giv  ing  him  a  near 
monopolv  on  the  Port  of  Vancouver's 
towing  business.  He  also  bought 
Canada's  largest  tug  and  barge  com- 
pany, Seaspan  International,  and 
ocean  shipper  Norsk  Pacific  Steam- 
ship, totaling  nearly  $200  million. 

Heavy  construction  is  somewhat 
out  of  favor  these  days — which  per- 
haps explains  why  Washington  is  con- 
centrating there.  To  round  out  his 
construction  activities,  MK  would 
make  a  splendid  fit.  What  Washington 
lacks  is  the  design  and  engineering 
experience  that  mk  has.  Together  the 
two  could  bid  on  the  largest  projects 
in  the  U.S.  Fluor  Corp.  just  an- 
nounced a  $250  million  contract  with 
MK  to  build  a  toll  road  in  Virginia. 
Under  the  mk  banner,  Washington 
could  do  the  project  alone.  WM 
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There's  a  lot  of  money  in  these  new  telephone  services. 
By  making  it  easier  to  install  them,  Ray  Lin  has  built 
a  $1  billion  company  in  just  six  years. 

Ray  Lin's  little 
black  box 


By  Gary  Samuels 

Its  the  kind  of  thing  that  occasion- 
ally makes  for  real  bargains  in  the 
J  stock  market.  In  early  March  an  ana- 
jjflyst  declared  that  Premisys  Conimu- 
;jnications  would  fall  short  of  Wall 
[[Street's  quarterly  earnings  estimates, 
i Just  a  few  months  earlier,  Premisys 
(  founder  Raymond  Lin  had  pulled  a 
■[secondary  offering  after  his  biggest 
(■customer,  AT&T,  said  it  was  doing  an 
[internal  review  that  could  cost  Prem- 
lisys  sales.  Premisys'  stock,  which  trad- 
;ied  at  54  in  February,  dropped  in  a  few 
[[weeks  to  27%. 

The  market  had  way  overreacted. 
II'T  sure  did  buy  then,11  says  Alberto 
Vilar,  w  ho  runs  $3  billion  Amerindo 
;|lnvestment  Advisors,  one  of  the  best- 
!  {performing  high-tech  institutional 
Bmoney  managers,  and  one  of  Prem- 
lisys'  biggest  outside  investors.  Prem- 
lisys  bottomed  out  in  March  at  27% 
land  was  recently  trading  at  43%.  In 
(the  end,  AT&T  did  not  pull  its  business 
land  Premisys  beat  Wall  Street's 
[estimates. 

Despite  that  temporary  setback, 
sPremisys  and  Lin  are  onto  a  good 
tithing.  Corporations,  having  built  dis- 
parate networks  of  computers,  are 
ifinding  big  benefits  in  hooking  those 
(networks  together.  Phone  companies 
Ineed  to  upgrade  their  own  networks 
to  handle  seamlessly  all  those  new 
kinds  of  data  communications.  Prem- 
jisys  offers  solutions  for  the  phone 
companies. 

Premisys'  solution  is  a  device  that 
makes  it  easier  for  a  phone  company  to 
offer  new  business  services.  As  things 
now  stand,  if  a  customer  needs,  say,  a 
high-speed  isnx  line  for  videoconfer- 
encing, the  phone  company  has  to 
(dispatch  a  technician  to  install  a  dedi- 


cated "'access"  box  at  the  customer's 
place  of  business.  Premisys  puts  into 
office  buildings  a  box  loaded  with 
software  that  can  provide  lots  of  differ- 
ent services  the  phone  company  can 
turn  on  by  remote  control. 

If  a  new  service  comes  along,  Prem- 
isys writes  fresh  software  and  creates  a 
circuit  board  that  fits  it  into  the  exist- 
ing box.  For  example,  Premisys  re- 
cently came  out  with  software  to  en- 
able phone  carriers  to  handle  lengthy 
Internet  calls  more  efficiently. 

To  get  his  company  launched  fast, 
Lin  decided  not  to  try  selling  his 
boxes  to  individual  phone  companies 
but  to  work  instead  through  switch 
and  transmission  equipment  suppliers 
such  as  Northern  Telecom,  Ericsson, 
Siemens  and  what  is  now  Lucent 
Technologies.  Lin  figured  these  com- 
panies would  rather  buy  his  access 
technology  than  build  it,  and  he 
turned  out  to  be  right.  "Today  the 
telecom  market  is  so  complex  that  no 


one  company,  not  even  a  multibillion 
sales  company,  can  develop  ever)'  part 
of  a  solution  in-house,"  says  Lin. 

It  took  nearly  two  years  of  selling, 
but  by  1992  Lin's  first  customer,  data 
communications  supplier  AT&T  Para- 
dyne  Corp.  (currently  a  unit  of  Lu- 
cent, although  it  is  for  sale),  signed 
on.  Motorola,  Siemens  and  ADC 
Communications  soon  followed 
at&t  Paradyne's  lead.  It  wasn't  long 
before  such  big  phone  companies  as 
AT&T's  McCaw  Cellular  operation, 
the  local  networks  of  Nynex  and  Tele- 
port,  and  Telefonos  de  Mexico  were 
using  Premisys  boxes. 

Today  Lin's  1990  startup  has  a 
market  value  of  just  over  $1  billion — 
at  43%  a  share.  Pretty  hefty  for  a 
company  that  is  likely  to  earn  $17 
million  (65  cents  a  share)  on  sales  of 
$74  million  for  the  year  ending  in 
June.  Premisys  has  made  its  venture 
backers  very  rich.  One  of  them,  Mor- 
genthaler  Ventures  of  Cleveland,  in- 
vested $1.7  million  in  Premisys  for 
shares  worth  about  $100  million  to- 
day. But  like  a  lot  of  entrepreneurs,  Lin 
got  so  diluted  in  the  course  of  raising 
money  that  he  ended  up  with  less  than 
4%  of  the  stock,  with  a  market  value  of 
$37  million.  Never  mind.  Ray  Lin  has 
come  a  long  way  since  he  arrived  in  San 
Francisco  from  Hong  Kong  as  a  boy  of 
8  with  his  penniless  parents;  they  slept 
for  weeks  in  the  basement  of  a  church 
in  San  Francisco's  Chinatown.  Lin 
studied  civil  engineering  at  Berkeley 
and  after  college  went  to  work  for  IBM 
selling  minicomputers.  He's  still  just 
42,  with  lots  of  years  and  lots  of  ideas 
yet  to  come.  H 


Raymond  Lin, 
founder  and  presi- 
dent of  Premisys 
Communications 
"The  telecom 
market  is  so 
complex  that 
no  one  company, 
not  even  AT&T, 
can  do  it  all." 
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Why  do  Taubman  malls  outdraw  other  malls?  Barbara 
Ashley  and  her  talent  scouts  deserve  a  lot  of  the  credit. 

Tempting  the 
jaded  shopper 


By  Zina  Moukheiber 

If  shopping  is  your  idea  of  a  good 
time,  Barbara  Ashley,  a  former 
Bloomingdale's  buyer  and  a  psycho- 
therapist, has  got  a  dream  job.  She's  a 
professional  shopper  for  Robert 
Taubman,s  Taubman  Centers,  a  pub- 
lic REIT  specializing  in  trendy  shop- 
ping malls.  From  the  time  he  was  7, 
Bob  Taubman,  now  42,  w  as  groomed 
by  his  father,  real  estate  magnate  A. 
Alfred  Taubman,  to  understand  two 
things:  shopping  and  real  estate.  He 
learned  early  that  the  secret  of  success 


is  to  get  inside  the  mind  of  the  great 
American  shopper.  That's  what  Bar- 
bara Ashley  spends  her  time  doing. 

On  a  sunny  day  in  April  of  last  year 
she  led  a  team  of  38  Taubmanites  on  a 
shopping  tour  of  hundreds  of  shops 
on  Beverly  Hills'  Rodeo  Drive,  Mel- 
rose Avenue  and  Santa  Monica  in  the 
Los  Angeles  metropolitan  area. 

Sound  like  fun?  For  Ashley  and  her 
fellow  leasing  agents,  it  was  serious 
business.  They  were  looking  for 
promising  new  tenants  who  could 


attract  the  most  desirable  class  of  cus 
tomers  to  Taubman's  19  malls  scat 
tered  across  the  U.S. 

Says  a  vivacious  Ashley:  "It's  im 
portant  to  understand  ahead  of  th 
Curve  what  the  trends  are."  Righ 
now  she's  looking  for  retailing  idea 
that  will  attract  younger  people  am 
aging  baby  boomers. 

She  got  quite  excited  when  sh 
found  Stampa  Barbara,  a  shop  in  San 
ta  Barbara  that  sells  rubber  stamps 
blank  cards  and  paper  that  buyers  cai 
personalize.  In  Los  Angeles  she  fount 
Irresistable,  a  shop  that  encourage 
customers  to  "design"  their  own  ta 
bles.  Customers  choose  the  wood,  th< 
color  and  the  finish. 

Ashley  is  interested  in  having  thosi 
shops  in  the  Taubman  malls.  "The; 
focus  on  customers'  desires  for  per 
sonalized  products,"  she  says. 

Ashley's  department  at  Taubmaj 
Centers  is  called  retail  services,  and  it' 
unique  in  the  mall  business.  Think  o 
Ashlev  as  a  kind  of  talent  scout,  look 
ing  for  new  retailing  concepts  that  cai^ 
lure  shoppers  to  Taubman  malls. 

This  creative  approach  works  fo 


Barbara  Ashley, 
head  of  retail  services 
for  Taubman 
Centers,  shopping 
at  Twelve  Oaks 
mall  in  Novi,  Mich. 
Will  aging  baby 
boomers  like  the 
lamp?  Will  the 
store  do  well  in 
Taubman 
Centers'  malls? 
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imken  Company  is  in  the 
ss  of  making  things  run  smoothly. 

)ur  engineers  work  with  customers  to 
mprove  productivity.  That's  something 
imken  knows  about.  Our  own 
•roductivity  has  been  increasing  at  a 
ate  twice  the  national  average. 

Timkenrs)  bearings  and  alloy  steels 
re  essential  to  the  success  of  companies 
ound  the  world.  By  working  with 


those  companies  to  lower  fuel  costs  an 
extend  equipment  life,  we  help  them 
be  more  profitable.  And  that  reduces 
friction  everywhere  -  from  the  boiler 
room  to  the  boardroom. 


WORLDWIDE  LEADER  IN  BEARINGS  AND  STEEL 


LEARN     MORE     ABOUT  THE 

is  the  registered  trademark  of  The  Timken  Company. 


KEN     COMPANY,     CALL    2  16 


3  8  2  0 


QW  does  the  res 

of  manaqemen 


13  c  honest. 

Do  you  look  at  them  as  your  true  peers?  Or  do  you  think  they  care  too  much  about  chips 


and  LANs  and  GUIs,  and  not  enough  about  margins,  production  goals  and  deliverables? 

We  know  how  you  feel.  At  SAP,  our  company  is  made  up  of  people  with  business 
backgrounds.  And,  like  you,  we  can't  help  seeing  the  world  from  a  totally  business- 
oriented  perspective. 

On  the  other  hand,  we  make  software. 

And  from  our  rather  unique  perspective,  we  can  say  that  IS  managers  would 
definitely  like  to  spend  less  time  on  technological  minutiae  and  more  time  on 
strategies  that  will  improve  business.  But  they're  trapped  in  the  byzantine  complexities 
and  daily  crises  of  most  corporate  IS  systems. 

A  situation  that  can  be  alleviated  with  SAP  business  process  software. 

SAP  software  is  an  interconnected  suite  of  applications  that  links  your  entire 
company  together.  Across  systems,  across  sites,  and  across  departments. 

Its  various  modules  automate  the  processes  that  are  basic  to  the  business  of  running 
a  business.  From  financials  to  production  to  sales  to  human  resources,  and  more. 

Information  is  entered  once  and  only  once,  then  dispersed  to  everyone  who 
needs  it.  Seamlessly.  Immediately.  Automatically.  So  people  are  able  to  act  faster. 
Improve  customer  service.  And  make  better  decisions,  using  accurate,  consistent, 
real-time  information. 

In  short,  SAP  software  lets  your  company  work  the  way  you've  always  wanted  it 
to  work. 

Not  to  mention  your  IS  managers.  SAP  software  eliminates  the  need  for  many  of 
the  technological  band-aids  that  currently  take  up  so  much  of  their  time.  So  it  frees 
them  to  focus  on  the  bigger  business  picture. 

More  than  6,000  organizations  in  50  countries  are  already  using  SAP  software. 
From  single-site  companies  with  $50  million  in  annual  sales  to  multi-billion,  multi- 
national, multi-currency,  multi-lingual  conglomerates. 

You  can  start  with  one  or  two  modules.  Add  others  over  time.  Or  install  the 
whole  suite  at  once.  And  you  won't  wait  long  before  your  investment  begins  to  pay  for 
itself,  either.  Nearly  80%  of  all  installations  take  less  than  a  year. 

The  way  you  look  at  IS  managers  may  change  even  faster. 

To  find  out  how  SAP  software  can  help  your  company  work  the  way  ■MHT 


you've  always  wanted  it  to  work,  call  1-800-283-1SAP. 


Or  visit  us  at  http://www.sap.com. 


Business  Process 
Sottware 


Taubman  Centers' 
chief  executive, 
Robert  Taubman 
Brought  up 
to  understand 
shoppers. 


The  Mall 
at  Short  Hills 
in  New  Jersey 
The  tenant  mix 
isn't  left  to  chance. 


Taubman.  Mall  tenants'  sales  were  up 
almost  7%,  to  $2.7  billion,  last  year, 
compared  with  4.5%  for  the  retail 
industry.  Sales  per  square  foot  were 
$352,  the  highest  among  mall  real 
estate  investment  trusts. 

If  a  mall's  shops  prosper,  so  does 
the  mall.  In  a  fickle  business  like 
retailing,  it's  important,  as  Ashley 
says,  to  try  to  figure  out  what  the 
customers  will  do  next.  In  the  late 
1980s  Ashley  detected  a  waning  in- 
terest in  apparel.  Customers  were  get- 
ting older.  Women  with  young  chil- 
dren were  starting  to  shift  their  pur- 
chasing priorities  from  apparel  to 
home-related  goods  and  children's 
merchandise. 

In  response,  Ashley  signed  on  new 
retailers  such  as  Domain.  Domain 


sold  pricey  furniture  with  a  fashion 
look:  hand-painted  wooden  chests 
and  tapestried  pillows.  "It  was  a  new 
concept,"  says  Ashley.  "Customers 
didn't  have  a  lot  of  choices  when  they 
shopped  for  furniture;  they  usually 
went  to  department  stores." 

Domain  is  now  in  three  Taubman 
malls:  Westfarms  in  West  Hartford, 
Conn.,  Stamford  Town  Center  in 
Stamford,  Conn,  and  the  Mall  at 
Short  Hills  in  New  Jersey.  It  has  20 
stores  on  the  East  Coast. 

Another  find:  The  Right  Start  had 
one  store  in  West  Lake  Village,  Calif. 
It  started  out  as  a  catalog  company 
selling  educational  toys,  strollers  and 
baby  car  seats  for  the  toddlers  of 
wealthy  baby  boomers.  In  1993  The 
Right  Start  opened  its  first  mall  store 


at  Taubman's  Stoneridge  in  Pleasan 
ton,  Calif,  and  last  month  it  inaugu 
rated  another  one  at  Twelve  Oaks 
mall  in  Novi,  Mich. 

Ashley  and  her  crew  were  right  on. 
While  apparel  sales  at  comparable 
Taubman  malls  declined  1%  in  the  last 
six  years,  sales  of  home  accessories, 
gifts  and  children's  clothing  increased 
44%.  This  so-called  lifestyle  merchan- 
dise represented  37%  of  Taubman's 
revenues  last  year,  as  opposed  to  29% 
in  1989.  "We  were  able  to  refill  our 
space  with  more  productive  tenants," 
says  Robert  Taubman. 

We  compared  what  Ashley  does 
with  talent  scouting,  and  talent  scout- 
ing involves  more  than  just  finding 
new  talent.  It  also  invokes  building 
the  talent  up.  When  Taubman  finds  a 
promising  retail  prospect,  it  gets  be- 
hind it.  Taubman's  rents  average 
$36.33  a  square  foot,  the  highest 
among  malls.  But  Taubman  gives  spe- 
cial deals  to  people  who  seem  to  be 
ahead  of  the  curve. 

Amiram  Dror,  who  owns  Black 
Hound  New  York,  a  delectable  Euro- 
pean-style pastry  shop  in  New  York's 
East  Village,  was  given  such  a  deal 
when  he  opened  his  patisserie  at  the 
Mall  at  Short  Hills  in  New  Jersey. 

"  The  rent  was  veiy  good,  and  the 
Taubman  people  helped  me  find  the 
right  space  in  the  mall,"  says  Dror. 

Adds  Ashley:  "I'll  go  into  Bobby's 
office  and  tell  him  'this  is  a  hot  con-j 
cept;  it's  worth  giving  up  a  little  in 
rent  dollars.'  " 

Recognizing  that  retail  concepts 
often  have  a  brief  life  cycle,  Taubman 
keeps  its  leases  relatively  short:  six 
years  as  opposed  to  the  mall  industry 
average  of  ten.  So  if  those  new  con- 
cepts don't  work  out  or  if  retailers  go 
bankrupt,  Taubman  can  replace  them 
quickly.  "If  you  sign  a  ten-year  lease, 
you  have  less  flexibility  to  deal  with 
change,"  says  Bernard  Winograd, 
Taubman's  chief  financial  officer.  "If 
they  [retailers]  don't  succeed,  it  pro- 
vides us  with  the  opportunity  to  bring 
in  someone  new." 

Consumers  are  making  fewer  trips 
to  the  mall,  but  they  are  spending 
more  intensely.  According  to  Stiller- 
man  Jones  &  Co.,  mall  shoppers  spent 
on  average  $48  per  hour  last  year — a 
17%  increase  over  1991.  Nobody 
beats  Taubman  at  giving  them  ex- 
cuses for  spending  money.  ■ 
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WITH  OVER  66,000  MOVING  PARTS, 

YOU  HAVE  TO  BE 
A  WELL-OILED  MACHINE. 

Over  fifty-two  thousand  tractors  and  trailers.  Over 
urteen  thousand  trucks.  Ninety  jet  air  freighters. 
1st  to  name  a  few. 

Twenty- four  hours  a  day,  around  the  world,  the  parts 
The  CF  Companies  are  moving  with  well-oiled 
ecision,  delivering  the  critical  shipments  that  help 
ousands  of  our  customers  operate  successfully. 
The  CF  Companies  offer  combined,  customer-focused 
pabilities  ranging  from  regional  and  nationwide 
acking  to  worldwide  air  freight,  from  truckload,  ocean 


THE  CF  COMPANIES 


CF MotorFretght,  Emery  Worldwide,  Con-Way  Transportation  Services,  Menlo  Logistics 


COnSOLIDRTED  FREIGHTUJAYS,  IRC. 

WE  PUT  YOU  MILES  AHEAD 


and  intermodal  services  to  warehouse  and  logistics 
management. 

Using  a  sophisticated  network  of  computer  and 
transportation  technology  -  along  with  a  relendess 
commitment  to  consistent,  cost-effective,  on-time 
service -The  CF  Companies  are  unequalled  at  making 
transportation  work  better  for  you. 

For  more  information  about  the  part  our  companies 
can  play  in  the  success  of  yours,  call  1-800-520-8465 
for  our  worldwide  resources  brochure. 


Company 


A  chauffeur  should 
only  have  it  tli is 
good:  Perched  high 
ahove  traffic,  appreciating  the  com- 
manding view  in  the  roomy,  elegant 
interior  o  fthe  Yukon  hy  GMC 
On  the  surface,  the  Yukon  SLT 
personifies  strength  and  power.  But 
heneath  its  chip-resistant,  high-gloss 
paint  and  extensive  sound  insulation, 
there  are  thoughtful  amenities  like 
glove-soft  leather  and  power  controls 
for  virtually  everything.  Yukon's 
front  seats  are  wide  and  generously 
proportioned.  Overhead  and  center 
consoles*  provide  the  convenience 
of  specially  designed  storage 
compartments,  a  sunglass  holder 
and  flip-up  writing  tahlet.  There  is 
even  an  available  ^^g^'jj^f 
concert-quality  compact  disc  sound 
system  that  offers  performances 
rivaled  only  hy  an  orchestra  hall. 
For  those  who  must  take  everything 
with  them,  the  Yukon  hoasts  over 
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'Requires  bucket  seats.  ©  CM  Corp.  All  rights  reserved.  CM,  CMC,  Yukon,  and  the  CMC  logo  are  registered 
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TILITY  VEHICLES. 

I,  SEE  OUR  SUBURBAN.) 


70  cubic  feet  of  cargo  space  while 
still  carrying  up  to  six  (or  nine  in  our 
Suburban),  in  limousine-like  com- 
fort. Of  course,  unlike  a  limousine, 
tbe   Yukon  offers 
tbe   confidence  of 
available  four-wkeel  drive  instantly  at 
tke  touck  of  a  kutton  and  kenefits 
from  a  powerful  new  255  korsepower 
Vortec  V8  engine. 
To  experience  tke 
uxurious  Yukon  ky 
GMC,  visit  your  GMC  deal  er  and 
arrange  a  test  drive.  Or  call  1-800- 
GMC-8782.  Yo  u  will  see  wky  it 
may  ke  tke  only  limousine  wkere 
tke  preferred  seat  is 
tke  front  one. 


YUKON 


COMFORTABLY 
IN  COMMAND' 


John  Roscoe  doesn't  smoke,  but  he's  catering 
in  a  big  way,  to  adults  who  do. 

''Vices  are  not 
crimes" 


By  Tim  W.  Ferguson 

Cigarettes  have  been  in  darkening 
disrepute  for  more  than  30  years,  and 
are  taxed  at  a  rate  that  w  ould  kill  most 
goods.  Still,  26%  of  all  U.S.  adults 
ehoose  to  buy  them — more  people 
than  voted  for  Bill  Clinton  for  Presi- 


dent. John  Roscoe  marvels  over  such 
numbers  ...  all  the  way  to  the  bank. 

After  building  a  northern  Califor- 
nia-based discount  minimart  chain, 
Cheaper!,  Roscoe  and  his  family  have 
unleashed   an   offshoot,  Cigarettes 


Cheaper!.  They've  opened  more  than 
200  stores  in  18  months,  and  at  least 
500  are  planned  by  the  end  of  the 
year.  The  rollout  has  spread  from 
California  to  other  w  estern  states  and 
has  leapfrogged  all  the  way  to  Illinois 
and  Indiana. 

So  far,  so  good.  By  mid-April  daily 
revenues  were  reportedly  at  a  $100 
million  annual  pace. 

The  new  business  is  built  around  a 
simple  premise:  Treat  the  smoker  as  a 
welcome  client  rather  than  as  a  cul- 
prit. Before  the  year  2000,  Roscoe 
hopes  to  have  5 ,000  stores  and  1 0%  to 
20%  of  the  current  $45  billion  U.S. 
cigarette  trade. 

Crazy?  Maybe  not.  Aggressive 
makers  like  number  one  Philip  Mor- 
ris, which  Roscoe  says  encouraged 
him  in  the  venture,  want  to  boost 
volume.  But  traditional  retail  outlets 


Ned,  Marilyn  and 
John  Roscoe;  Mark 
and  Sally  Roscoe 
Baldwin 
Taking  cues 
from  the 
irrepressible 
man  in  the  middle. 
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The  new  Club  World  seat.  A  huge  improvement. 


Now  we're  giving  you  more  room  in  new  Club  World.  Not  only  will  you  enjoy  the  unique  new  cradle  seat, 
but  55  percent  extra  legroom.  Two  of  the  sizeable  differences  you'll  find  on  new  Club  World. 


British  Airways  

TVlC  Worlds  fkvOUritC  IlirlinC*^^^  Introduced  throughout  this  year.  €'!1 '>'>*>  British  Airways 


J.  I'WCAItRI'lU  AR 


Chances  are,  Caterpillar  equipment  not  only  built  the  high 


Everybody  knows  about  Caterpillar  and  high- 
ways. If  you've  driven  any  of  the  43,000  miles  of 
interstate  roads  over  the  past  30  years,  you  already 
equate  the  yellow  of  our  earthmoving  equipment 
with  progress  in  transportation. 


But  what  about  all  the  trucks  you  pass?  N 
30%  of  all  heavy  trucks  put  into  service  in  the  1 
five  years  are  powered  by  one  of  our  diesel  eng 
In  fact,  more  than  one  fourth  of  Caterpillars  J 
billion  in  worldwide  sales  and  revenues  are  fro 


ji  our  diesel  engines  power  the  trucks  that  drive  on  it. 


;s  and  turbines.  In  addition  to  powering  trucks, 
ild  engines  for  everything  from  fishing  boats  to 
i  lotives  to  electric  power  generation, 
io  when  you  see  that  familiar  flash  of  yellow 
ment  as  you  pass  a  highway  construction 


project,  remember  that  the  possibilities  we 
create  don't  end  there.  It's  where  they  begin. 

CATERPILLAR 


YOU  NEED  A 
REALLY  POWERFUL 
COMPUTER 
CHIP  TO  ADD 


THE  BENEFITS 
OF  A  VIRGINIA 

LOCATION. 

Motorola  makes  them.  IBM/Toshiba  makes  cornerstone  of  the  populous  Northeast,  the  growing  as  domestic  ones.  Factor  in  the  well-trained  work  fore 

them.  Gateway  2000  uses  them  in  their  PC's.  So  Southeast  and  the  industrial  Midwest.  Sixty  percent  and  the  low  cost  of  doing  business,  and  Virgini 

it's  no  surprise  that  each  company  came  to  the  of  the  US  market  lies  within  750  miles.  And  with  two  simply  adds  up.  Try  it  on  l|||w-|u|i 

same  conclusion:  The  best  location  for  high-tech  international  airports  and  the  busiest  seaport  in  the  your  computer.  You'll  make  a  VI  Kb  I  Nil 

manufacturing  is  Virginia.  Virginia,  after  all,  is  the  mid-Atlantic,  foreign  markets  are  just  as  accessible  calculated  move  to  Virginia,  die  Bottom  Line  Stw 


For  more  information,  contact  Wayne  Sterling,  CED,  Director,  Vuginia  Department  of  Economic  Development,  P.O.  Box  798,  Richmond,  Virginia,  23218-0798,  telephone  804-371-8202,  fax  804-786-1121. 


may  be  scared  off  cigarettes  by  social 
and  regulatory  pressure.  That's  hap- 
pened in  Canada,  and  in  the  U.S.  the 
product  is  already  often  kept  in  locked 
store  cabinets.  Pharmacist  groups  are 
pushing  to  exclude  cigarettes  from 
drugstores.  In  the  last  five  years  Cali- 
fornia-based Longs  Drug  Stores  has 
dramatically  cut  shelf  space  for 
smokes  in  its  329  outlets  in  the  West, 
two  of  which  have  stopped  selling  the 
product  entirely. 

Roscoe  is  counting  on  his  own 
chain's  '''controlled  environment" 
(no  minors  are  allowed  on  the  prem- 
ises) to  deflect  some  of  the  antito- 
bacco  heat. 

Of  course,  conventional  retailers 
must  think  twice  before  dumping  cig- 
arettes. "It's  [a]  pretty  profitable" 
business  for  others  to  give  up,  says 
Marc  Cohen,  tobacco  analyst  for 
Goldman,  Sachs.  Still,  although  he 
had  not  heard  of  the  Cigarettes 
Cheaper!  gambit,  Cohen  joked  that 
Wall  Street  would  ask,  "Can  we  take 
'em  public?" 

Possibly.  Roscoe  may  soon  need 
additional    capital    financing.  Al- 


though Cigarettes  Cheaper!  units  are 
so  full  of  promotions  for  Philip  Mor- 
ris' leading  brand  that  shoppers  call 
them  "Marlboro  stores,"  all  involved 
deny  that  the  tobacco  giant  is  provid- 
ing any  special  financing.  If  the  pace 
of  one  store  opening  a  day  picks  up, 

Mushrooming  to  500 
shops  this  year 
by  offering  dignity 
and  respect 
to  the  huddled 
smoking  masses. 

Roscoe  says,  a  public  offering  may 
be  needed. 

He  knows  he  can't  afford  to  slow 
down  the  pace  of  store  openings  be- 
cause once  major  players  see  how  neat 
the  concept  is,  they  will  try  copying 
him.  Just  as  he  likes  to  be  first  down 
the  ski  mountain  on  his  favorite  runs 
at  Sun  Valley  and  Vail,  Roscoe  can't 
abide  letting  a  rival  get  the  edge  in 
business.  Quoting  Peter  Drucker,  he 


avers,  "To  create  a  marketing  oppor- 
tunity for  your  competition  is  not  just 
a  crime,  it's  a  sin." 

The  idea  of  mass  merchandising  a 
widely  scorned  product  was  a  natural 
for  the  66-year-old  iconoclast.  His 
family's  86  Cheaper!  stores,  stretch- 
ing from  Fresno  to  Redding,  are  nota- 
ble for  two  things:  low  prices  on 
household  staple  items  and  libertarian 
pamphleteering  via  the  grocery  sacks. 
Usually  these  incendiary  messages 
poke  some  authority  in  the  eye.  The 
Roscoe  clan  has  no  use  for  any  help  or 
hindrance  from  politicians,  and  will 
readily  fight  City  Hall.  They  were 
accused  of  selling  milk  below  the  legal 
minimum  price  and  beat  the  rap  at  a 
jury  trial.  They  loudly  sued  when 
Sacramento  police  shot  up  a  Cheaper! 
store  in  pursuit  of  a  wanted  felon  and 
then  wouldn't  pay  for  the  damaged 
property.  Settlement:  S200,000. 

Catering  to  smokers,  a  much- 
scorned  group,  is  a  natural  for  Ros- 
coe. "Most  of  us  have  vices,"  he  says, 
adding  (with  reference  to  a  favored 
19th-century  Lysander  Spooner  trea- 
tise), "vices  are  not  crimes." 


The 
GT  Global 
Consumer 


Products 
and  Services 
Fund 


The  World  Is  Going 
Shopping.  Perhaps  It's 
Time  To  Buy. 

Throughout  the  '90s,  incomes  in  the  emerging  world  have  been  rising 
at  more  than  twice  the  rate  of  the  major  developed  countries.  In  our 
view,  this  income  growth,  coupled  with  historically  low  inflation, 
increases  demand  for  both  basic  necessities  and  luxuries.  The  GT  Global 
Consumer  Products  and  Services  Fund  invests  in  companies  worldwide 
that  we  believe  meet 
that  demand.  For 
more  information, 
talk  to  your  financial 
adviser,  or  call  us. 


12-month 

Average  annual 

return  as 

return  as  of  3131 196: 

of  3131196 

Life  of  Fund* 

Class  A  shares: 

39.83% 

34.34% 

Class  B  shares: 

40.99% 

36.01% 

1-800-824-1580 


GT  Global 

A  Member  of  Liechtenstein  Global  Trust 
It's  Your  World.  Invest  In  It.su 

teturns  for  A  and  B  shares  include  the  effect  of  the  maximum  4.75%  sales  charge  and  5%  contingent  deferred  sales  charge,  respectively.  Past  performance 
ioes  not  guarantee  future  results.  *Since  inception  on  12/30/94.  Investment  return  and  principal  value  will  fluctuate,  so  shares  may  be  worth  more  or  less 
han  their  original  price.  Before  investing,  read  the  prospectus  carefully  for  more  complete  information,  including  charges,  expenses  and  the  risks  associated 
vith  global  and  emerging  market  investing,  including  political  and  currency  risk.  GT  Global,  Inc.,  Dist.  50  California  St.  San  Francisco,  CA  94111  mfs 
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Want  to  feel  really  special  every  day7 
Consider  getting  into  a  really  special  car. 

Like  the  new  Cadillac  Dc Vi lie. 


DeVille. 


Now  better  than  ever. 

With  the 

Northstar  System 

So  yon  get  the  security  of  going  100,000 
miles  between  scheduled  tune-ups. 

The  safety  of  full-range  Traction  Control 
and  refined  anti-lock  brakes. 

The  comfort  of  Road-Sensing  Suspension 
and  Speed-Sensitive  Steering. 

And  the  performance  of  the  renowned 
2 7 5-horsepower  Northstar  V8. 

A  test  drive  can  be  a  very  enlightening 
experience.  Take  one.  And 
see  why  nothing  else  feels  like 
DeVille... from  Cadillac. 

For  more  information  call  1-800-3  3  3-4CAD 
or  on  the  Internet  type  http://www.cadillac.com. 

DeVille 


Cad  i  llac 

Creating  A.  Higher  Standard, 


Cigarettes  Cheaper!  store  in  California,  with  symbol 

Modern  smokeshop  flouts  political  correctness  at  every  turn. 


But  his  is  a  libertarian  rather  than  a 
pro-smoking  philosophy.  Cheaper! 
employees  are  rewarded  if  they  follow 
the  owners1  example  and  don't 
smoke,  yet  ads  for  Cigarettes  Cheap- 
er! say,  "Smoking  can  add  to  the 
pleasure  of  living.  If  you  smoke  wise- 
ly, you  can  get  more  out  of  smoking 
than  smoking  takes  out  of  you."  That 
Churchillian  sentiment  is  guaranteed 
to  rile  the  "hyperventilating  health 
fascists11  (an  earlier  ad). 

Assisting  in  the  polemics  is  son  Ned 
Roscoe,  a  University  of  Chicago  grad- 
uate of  economics.  He  and  his  sister, 
Sally,  and  her  husband,  Mark  Bald- 
win, are  officers  of  the  company, 
along  with  their  mother,  Marilyn 
Roscoe.  Whether  under  the  hat  of 
Customer  Co.,  which  operates  the 
original  Cheaper!  chain,  or  Premium 
Tobacco  Stores  Inc.,  the  cigarette 
arm,  the  whole  clan  shares  the  spirit  of 
the  irrepressible  founder. 

Antismokint2;  activists  thinking  of 


challenging  John  Roscoe  will  be  con- 
fronting a  formidable  fighter.  He's  a 
stickler  for  data,  which  served  him 
well  in  the  1970s,  when  he  was  able  to 
produce  an  imposing  stack  of  his  gas- 
oline sales  history  to  justify  Cheaper! 
prices  to  price-control  bureaucrats.  A 
few  years  earlier  he  had  been  blocked 
from  opening  self-serve  pumps  by 
authorities  on  the  pretext  that  cus- 
tomers would  pump  gas  into  unsafe 
containers.  He  fought  back  by  getting 
attendants  at  competing  stations  to 
fill  mayonnaise  jars  and  a  leather  boot 
to  show  the  ordinance's  folly. 

The  Cigarettes  Cheaper!  plan  dis- 
tills more  than  40  years  of  family  retail 
experience.  The  tiny  category  killers 
are  open  only  10  hours  a  day — one 
manager,  one  shift.  Company  repre- 
sentatives lease  idle  storefronts  as  they 
become  available.  The  inventory  takes 
cash  up  front,  but  the  Roscoes  are  big 
enough  to  buy  direct  from  the  manu- 
facturers. Margins  are  only  8%  to  10%, 


savs  John  Roscoe,  so  as 
"not  to  hold  the  umbrella 
too  high11  and  beckon 
competitors. 

Newly  opened  stores  of- 
fer a  carton  of  Marlboros 
for  S14,  with  everyday 
prices  ranging  from  SI 5  to 
$16.50  for  premium 
brands.  That  beats  most 
other  retailers  by  a  feu  dol- 
lars. Moreover,  Roscoe  is 
"going  to  take  over"  the 
now -  fashionable  cigar 
trade  with  humidors  in 
each  store  and  similarly  dis- 
counted stogies. 

What  prompted  an  al- 
ready prosperous  family  to 
risk  so  much  on  wares  that 
few  in  their  circle  would 
countenance? 

For  one  thing,  the  Ros- 
coes figure  being  static  is 
the  biggest  business  risk  of 
all — they  exited  the  conve- 
nience  store   segment  in 
1979,  for  example,  before  it 
sank.  When  "Marlboro  Fri- 
day," the  great  Philip  Mor- 
ris price  cut  in  the  spring  of 
1993,  "changed  the  way 
cigarettes  [were]  sold,11  ac- 
cording to  John,  it  opened 
his  eyes  to  how  powerful  a 
price  wedge  in  this  market 
could  be.  And  the  success  of  tax-free 
cigarette  sales  on  Indian  reservations 
was  another  indicator.  (So  far  those 
merchants    are    not  undercutting 
Cheaper!,  Roscoe  says,  and  "we  have 
better    locations — the  government 
tried  not  to  give  them  land  near  free- 
way interchanges.") 

But,  as  always  with  the  Roscoes, 
individualistic  contrariness  also 
played  a  part  in  the  decision.  The  left, 
John  believes,  has  picked  the  tobacco 
industry  as  its  top  corporate-capitalist 
enemy,  and  many  of  the  offensives 
against  smoking  follow  from  that. 
Equally  obnoxious  to  him  are  the 
assorted  missionaries,  medical  and 
otherwise,  who  want  to  tell  other 
people  how  to  run  their  lives. 

"I've  spent  a  lot  of  time  trying  to 
change  people,"  he  says.  "Now  I'm 
prepared  to  accept  people  the  way 
they  are.  If  they  w  ant  to  smoke,  I'm 
prepared  to  sell  them  the 
product.11  ■ 
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recision  movements 


GENEVE 


For  a  brochure  write  to:  Raymond  Weil.  Dept  AD,  587  Fitth  Avenue.  New  York.  NY  1  001  7 


Carlyle  &  Co. 

Service.  Cut  And  Polished  To  Perfection. 


5866G/WH 


5857  G/ft 


18k  Gold  Plated  Case  and  Bracelet 
Water  Resistant  90  ft.,  Mineral  Crystal 
Dials  set  with  Hand  Applied  Roman  Numbe 


(Precision  movements 

RAYMOND  WEIL 

GENEVE 


Salesman  Ted  Schwartz  got  tired  of  calling  on  clients 
in  a  beat-up  old  Volkswagen.  He  figured  out 
an  easier  way  to  sell  his  wares— and  got  very  rich. 

Ring,  ring, 
jingle,  jingle 


By  Howard  Rudnitsky 

Telemarketing  may  be  a  pain  in  the 
neck  to  millions  of  Americans,  but  the 
business  has  made  Ted  Schwartz  a  bil- 
lionaire at  42.  His  apac  (for  all  people 

|  are  customers)  TeleServices,  Inc.  han- 

I: dies  200  million  phone  calls  a  year. 
"If  you  call  UPS  to  pick  up  your 

[package,  we  take  the  order,"  he  says. 

I  "If  you  need  information  regarding 

J  your  Discover  Card,  you're  talking  to 
us.  If  you  are  being  sold  a  life  insur- 

I  ance  policy  by  phone  from  J.C.  Pen- 

Iney,  you  are  talking  to  us." 

Schwartz's  teleservices  business 
rides  two  strong  trends:  the  boom  in 
telemarketing  and  the  move  toward 

|  outsourcing  of  labor-intensive  activi- 
ties like  customer  services  by  major 
corporations.  APAC  competes  with  Si- 
tel,  West  Telemarketing  and  m  Mar- 
keting Services.  It  also  competes  with 
subsidiaries  of  EDS,  MCI  and  Cincin- 
nati Bell's  Matrixx  Marketing  Inc. 

Schwartz,  a  salesman  himself,  got 
into  telemarketing  in  1973  because  it 
was  cheaper  and  easier  than  bumping 
about  in  a  broken-down  old  vw  to  call 
on  clients  in  person.  He  was  selling  time 
for  a  tiny  Delta,  Colo,  radio  station 
when  he  discovered  he  could  land  more 
business  on  the  phone  than  in  person. 
He  moved  back  to  his  native  Chicago 
and  set  himself  up  as  Radio  America, 
hiring  people  to  work  the  phones  on 
behalf  of  independent  radio  stations. 

One  day  in  1985  a  friend  asked  him 
what  he  did  with  his  200  phones  after 
hours.  "Nothing,"  Schwartz  replied. 
"He  asked  me  if  I  had  heard  of  teleser- 
vices. I  thought  he  meant  marketing 
surveys.  But  he  meant  contract  sales 
work  for  big  corporations."  Schwartz 
quickly  saw  the  opportunities. 

He  says  his  first  contract  was  with 


where  wages  and  living  costs  are  low. 
A  few  years  back  Schwartz  moved 
most  operations  out  of  Illinois.  He 
explains:  "It  was  the  imposition  of  an 
onerous  5%  sales  tax  on  all  long  dis- 
tance calls  from  Illinois  that  finally 
drove  me  to  make  the  move." 

APAC  is  still  relatively  small,  netting 
just  $7.5  million  last  year.  How  does 
that  make  Ted  Schwartz  a  billionaire? 
It  happens  that  Wall  Street  is  just  crazy 
about  his  kind  of  business.  After  APAC 
won  a  juicy  four-year  contract  from 
UPS,  worth  an  estimated  $60  million 
per  year,  Schwartz  took  apac:  public, 
selling  3.3  million  shares  at  $16,  with 


Xerox's  Weekly  Reader.  His  people 
would  call  parents  at  home  at  night  or 
on  weekends  and  get  them  to  buy  die 
Render  for  their  children.  In  1991  he 
sold  the  radio  ad  sales  business  in  order 
to  concentrate  on  selling  merchandise. 

The  next  big  move  was  in  1993, 
when  Schwartz  began  persuading  big 
corporations  to  let  his  company  han- 
dle their  toll-free  customer  service 
numbers.  Today  about  40%  of  APAC's 
business  is  handling  service  calls  for 
companies,  and  it  is  growing  taster 
than  the  telephone  sales  business. 

Though  apac  is  based  in  Deerfield, 
111.,  its  7,200  employees  toil  mostly  in 
small  towns  around  the  Midwest 


Ted  Schwartz, 
APAC  TeleServices' 
founder 

He  turned  idle 
telephone  time 
into  a  bonanza. 


$49  million  going  to  the  company;  he 
also  sold  1  million  of  his  own  shares. 
The  stock  soon  zoomed  to  $45. 

No  fool,  Schwartz — this  Febru- 
ary— sold  another  3  million  shares, 
again  from  his  personal  holdings,  and 
pocketed  $128  million.  Still  the  pub- 
lic wasn't  sated.  The  stock — before  a 
proposed  2-for-l  split — recently' 
traded  at  85,  over  70  times  estimated 
1996  earnings.  Since  Schwartz  and 
his  family  still  own  14.8  million 
shares,  he  is  a  billionaire. 

How  about  the  folks  who  toil  away 
at  the  telephones?  No,  they  didn't  get 
any  of  the  stock.  They  earn,  at  most, 
$30,000  per  year.  H 
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wean  we  nt 

puter  system  1 
office  space?" 


Want  a  quick  study  in  inefficiency?  Look  at  the  typical  business  office 


today.  Desks  that  were  designed  for  legal  pads  are  now  stacked  with 


computers,  printers  and  fax  machines 


Wires  are  winding  around  like 


confused  snakes.  Holes 


are  punched  through 


walls  to  make  room  for  the  latest  computer  network.  It's  a  mess.  What 


you  need  is  furniture  designed  to  accommodate  todays  technology. 


That  can  hide  wires.  Give  you 


easy  access  to  your  equipment. 


And  even  adapt  to  tomorrows 


breakthroughs.  Its  more  efficient.  Its  more  profitable. 


And  nobody  knows  more  about  it  than  Steelcase 


and  its  dealers.  To  find  out  more,  visit  our  Web 


site,  http://www.steelcase.com.  Or  for  additional 


information,  call  us  at 


1-800-777-  0330,  ext.  201.    A  smarter  way  to  work" 


Like  the  U.S.  car  companies,  Toyota  let  success  go  to  its 
head.  Can  a  tough  new  boss  restore  the  tarnished  glory? 

Shaking  up 
an  old  giant 


By  Neil  Weinberg 

Mighty  Toyota  has  stumbled. 
Though  it  remains  Japan's  largest 
carmaker  and  the  world's  third  larg- 
est, with  $109  billion  in  consolidat- 
ed sales,  its  vital  operating  profit 
margin  skidded  to  an  estimated  3.5% 


in  the  fiscal  year  that  ended  in 
March — several  percentage  points 
below  Toyota's  margins  a  few  years 
back.  But  for  the  yen's  recent  weak- 
ness, the  margin  would  have  virtually 
evaporated. 


In  Japan,  imports  are  grabbing  a 
rapidly  rising  share  of  the  car  market 
(see  box,  p.  80).  In  the  U.S.,  where 
Toyota  sold  almost  one  in  four  of  the 
4.4  million  vehicles  it  produced  last 
year,  the  company  missed  the  shift 
from  sedans  to  minivans  and  light 
trucks.  In  Europe,  Toyota  has  estab- 
lished only  a  small  presence.  In  China, 
Volkswagen  and  General  Motors 
have  beaten  it  out  to  move  ahead  with 
assembly  operations. 

If  all  this  weren't  enough,  Toyota 
faces  a  political  bind.  It  has  pledged  to 
turn  out  at  least  3  million  vehicles 
annually  in  Japan  to  preserve  domes- 
tic jobs.  But  it  has  also  publicly  vowed 
to  make  many  more  cars  overseas  with 
more  foreign  parts  to  ease  trade  ten- 
sions. Reconciling  the  conflicting 
commitments  won't  be  easy. 

Hiroshi  Okuda's  job  is  not  an  easy 


Toyota  President 
Hiroshi  Okuda 
The  first  man 
from  outside 
the  Toyoda 
family  to  run 
the  company  in 
decades,  Okuda's 
mission  is  to 
overhaul  Toyota 
from  top  to 
bottom  and  grab 
a  record-high 
global  market 
share  of  over  10%. 
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HBour  productivity  is  up.  Your  people  are  smarter.  Investments  in  training 
technology  and  equipment  are  paying  off  in  improving  numbers. 

You're  on  your  way  to  bigger  and  better  things.  And  The  CIT  Group 
can  help  you  get  there  by  putting  all  your  resources  to  work  for  you. 

At  The  CIT  Group,  we  show  companies  in  a  variety  of  industries  how  to 


e  1996  The  CIT  Group,  Inc. 


K  


-I 


ake  the  most  out  of  what  they  have.  We  do  it  through  asset-based  financing, 
:lping  them  tap  the  value  of  their  assets  for  the  money  they  need  for 
creased  performance,  improved  quality  and  enhanced  competitiveness. 
For  more  information  on  how  we  can  help  you,  call  The  CIT  Group 


america's 
Most  Experienced 
Asset- Based 
Lender 


Take  the 
401(k)  plan  off 
your  agenda 
and  put  it 
on  ours. 


A  401  (k)  plan  should  be  a  benefit — not  a  burden — to  growing  companies. 
Fortunately,  the  T.  Rowe  Price  Century  Plan ®  is  comprehensive  in  its 
features  and  investment  options — yet  simple  to  implement  and  maintain. 

From  establishing  the  plan  to  conducting  annual  compliance  testing,  the 
Century  Plan  takes  most  of  the  work  off  your  plate  and  puts  it  on  ours.  Your 
employees  will  have  the  confidence  that  comes  with  building  portfolios  that 
can  help  them  meet  their  retirement  savings  goals,  and  you'll  have  more  time 
for  running  your  business. 

When  you  choose  T.  Rowe  Price  as  your  plan  provider,  you  and  your 
employees  have  a  single  reliable  source  of  retirement  information.  And,  of 
course,  you  also  have  access  to  one  of  the  nation's  largest  families  of  no-load 
mutual  funds.  Put  T.  Rowe  Price  to  work  for  you. 

Call  1-800-831-1 424  to  receive  your  Century  Plan  Kit. 


Invest  With  Confidence 

T.RoweRice 

T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 


CENCHO.KdO 


one.  Named  president  of  Toyota  Mo 
tor  Corp.  last  August,  Okuda  is  the 
first  executive  from  outside  the 
Toyoda  family  to  run  the  company 
since  1967.  He  has  spent  41  of  his  63 
years  at  Toyota  and  knows  the  compa- 
ny's every  nook  and  cranny.  Energetic 
and  outspoken,  a  solidly  built  6-foot 
er,  he  also  knows  that  the  ways  he 
learned,  the  ways  that  made  Toyota 
successful,  will  no  longer  suffice.  "I 
would  like  to  see  fast  change,"  Okuda 

"Toyota  developed  some  of 
the  arrogance  that  comes  with 
extreme  success,  and  just 
assumed  people  would  buy 
what  it  provided,"  says 
veteran  auto  analyst 
Maryann  Keller. 


tells  Forbes.  "If  we  fall  behind  com 
petitors  in  reform,  we  will  lose  out  in 
the  competition.'1 

Symbolically,  at  least,  naming  an 
outsider  to  the  top  spot  marks  a  major 
change. 

Established  in  rural  Aichi  Prefec 
ture  outside  Nagoya  in  1937,  Toyota 
Motor  became  one  of  the  world's 
preeminent  manufacturing  compa 
nies  under  Eiji  Tovoda,  the  founder's 
cousin,  who  ran  the  company  from 
1967  until  1982  and  still  comes  to 
work  every  day  as  Toyota's  honorary 
chairman.  He  was  succeeded  as  presi 
dent  by  his  cousin's  son,  Shoichiro 
Toyoda,  a  tough-minded  engineer 
who  developed  the  top-of-the-line 
Lexus  and  built  up  Toyota's  cash 
hoard  that  today  exceeds  $26  billion. 

In  1992  Shoichiro  handed  over  the 
reins  to  his  younger  brother  Tatsuro 
Toyoda.  Things  began  going 
wrong — not  all  of  them  Tatsuro's 
fault:  The  strong  yen  that  crimped 
Toyota's  exports,  the  deep  recession 
in  Japan. 

Rut  other  missteps  were  clearly 
management's  fault.  "Toyota  devel- 
oped some  of  the  arrogance  that 
comes  with  extreme  success,  and  just 
assumed  that  people  would  buy  what  it 
provided,"  says  Maryann  Keller,  an 
auto  analyst  at  Furman  Selz  in  New 
York.  "They  also  didn't  understand 
how  consumer  demand  was  changing, 
and  misjudged  the  truck  market." 
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Running  a  business  is  like  warfare.  You  must  be  smarter,  faster  and 
,iore  agile  to  outmaneuver  your  competition.  Being  in  the  right 
lace  at  the  right  time  is  often  the  critical  factor.  Mission 
:complished  with  Commander.  Attack  aircraft  for  business. 

You  don't  have  to  be  a  pilot  to  have 
this  competitive  edge. 

As  part  of  the  Commander  Aircraft  Ownership  Program,  we  will 
range  to  have  a  personal  pilot  on  call  to  meet  your  transportation 
:eds.  This  turn-key  program  will  provide  you  with  a  complete 

[  ansportation  strategy  designed  to  enhance  your  productivity, 
hile  allowing  substantial  tax  benefits.  The  Commander  program 

deludes  financing,  insurance,  service  and  support,  hangar/storage, 
ight  training  and  private  pilot  service.  Commander's  service  and 

jpport  network  of  more  than  140  Authorized  Sales  and  Service 

Ised  on  approximately  25.000  miles  of  annual  [ravel  and  estimated  cost  of 
lancing,  maintenance,  operation,  insurance  and  taxes. 


Representatives  is  one  of  the  largest  in  general  aviation  and  serves 
Commander  owners  at  airports  around  the  world. 

The  affordable  cost  effective 
transportation  program. 

For  approximately  $2,000  a  month*  your  company  can  own,  operate 
and  maintain  its  own  Commander  aircraft-that's  less  than  a  secretary 
salary  and  the  money  you're  already  spending  on  business  travel. 
Commander  aircraft  deliver  the  ultimate  combination  of  performance, 
comfort,  safety  and  efficiency. 

Commander  1 14B,  1 14TC  (turbocharged),  1 14AT  (all-purpose 
trainer).  Superior  design  and  quality,  comprehensive  aircraft 
ownership  programs  and  worldwide  service  and  support. 

Commander  is  setting  new  standards.  Call  (405)495-8080  to 
arrange  a  briefing. 


Commander 


AIRCRAFT  COMPANY 

ommander  Aircraft  Company,  7200  Northwest  63rd  Street,  Bethany,  Oklahoma  73008  Telephone:  (405)  495-8080  Facsimile:  (405)  495-8383 


996  Commander  Aircraft  Company 


Commander.  The  Highest  Standard. 


We  brought  together  the  latest  rollil 

■  I  fu 

1  ; 

Bethlehem  Steel  needed  a  faster,  more  efficient  way  to 
produce  high-grade  galvanized  steel.  Key  customers, 
U.S.  automakers,  were  in  a  race  against  foreign  compe- 
tition to  make  cars  that  could  keep  a  new  finish  longer, 
and  wouldn't  rust  for  ten  years.  Bethlehem  Steel  turned 
to  a  trusted  engineering  partner  for  the  solution. 
Raytheon  Engineers  &  Constructors  designed  a  hot-dip 
galvanizing  facility  for  the  steelmaker's  Burns  Harbor 
Division.  As  well  as  one  concurrently  for  their  plant  in 
Maryland  which  serves  various  commercial  markets. 


This  unique  combined-project  strategy  ended  up  si 
ing  months  from  the  construction  schedule,  signific 
reducing  both  budgets  and  further  solidifying  the  t 
companies'  fifty-year  history  of  project  success.  Tod 
these  highly  automated  coating  lines  run  continuoi 
to  produce  over  760,000  tons  of  steel  a  year. 

Right  now,  companies  the  world  over  are  relyi 
on  our  international  resource  management  for  tliei 
new  facilities  and  modernization  programs.  Havinj 
consolidated  respected  names  such  as  United  Engi) 


Works  In  Progress 


Case  History  #  31:  Bethlehem  Steel  Corporation  Hot  Dip  Coating  Line,  Burns  Harbor,  Indiana. 


ii  istructors,  Badger,  and  Ebasco,  we  now  serve 
1  ents  from  more  than  40  offices  globally  —  making 
J  single  source  for  quality  design,  engineering,  pro- 
i  ent,  construction,  operations,  and  maintenance, 
i  nd  out  what  we  can  do  for  you.  Tell  us  your  needs  — 
'i  ow  you  how  we  can  make  your  next  project  a  sue- 
I  til  Raytheon  Engineers  &  Constructors  today:  U.S. 
I  860-2773,  Asia  -  86-10-463-8031,  Europe  - 
i  349-4911. 

pytheon  Engineers  & 
Constructors 


Power 


fM  Nuclear 


Pharmaceuticals  & 
i  Biotechnology 

IFIfl  'nfrastructure  & 

in  1 1 1  Transportation 


Polymers  &  Chemicals 


Environmental  Services 


Food  &  Consumer 
Products 

Petroleum  &  Gas 


Heavy  Equipment 
&  Fabrication 


Metals  &  Mining 


Operation 
Lif!Ll   &  Maintenance 

Quality 
Programs 


I 


Under  Tatsuro  Toyoda,  the  com- 
pany's market  share  in  Japan  slipped 
below  its  traditional  40%.  Its  share  has 
skidded  again  this  year,  to  38.5%. 

For  Okuda  this  is  a  clear  danger 
sign.  "If  we're  not  careful,'"  he  says, 
"we  could  end  up  like  General  Mo- 
tors and  fall  into  the  30s.  When  a 
company's  market  share  declines,  its 
vigor  also  declines." 

To  move  more  iron  in  the  home 


home.  "The  main  reason  our  market 
share  fell  below  40%  is  we  tailed  to 
discern  that  user  needs  were  diversify 
ing.and  were  very  slow  to  respond, 
especially  in  the  recreational  vehicle 
market,"  says  Iwao  Isomura,  Toyo- 
ta's executive  vice  president  in  charge 
of  domestic  marketing.  "The  first 
thing  we  have  to  do  is  improve  our 
product  planning  and  cut  vehicle  de- 
velopment time." 


Toyota's  new  RAV4  recreational  vehicle 
Toyota  kept  costs  down  by  taking  40%  of  i 

market,  Okuda  launched  a  "Big  Chal- 
lenge" sales  campaign  featuring  Los 
Angeles  Dodgers  pitcher  Hideo 
Nomo  (Forbes,  Dec.  18,  1995)  and 
dealer  incentives  said  to  run  as  high  as 
$600  per  vehicle.  He  also  announced 
that  Toyota  would  increase  its  stake  in 
minicar  maker  Daihatsu,  from  17%  to 
33%.  This  enabled  Toyota  to  dispatch 
a  new  president  to  Daihatsu  and  coor- 
dinate its  vehicle  lineup  and  manufac- 
turing more  closely  with  its  own. 

Look  out,  Detroit.  Okuda  intends 
to  shake  up  the  LT.S.  operations,  too. 
Last  year  Toyota's  sales  in  the  U.S. 
truck-and-van  market  fell  10%  even  as 
the  market  grew  slightly.  In  the  sedan 
market,  its  share  rose  to  9.2%,  but  this 
market  is  shrinking.  Overall,  its  U.S. 
market  share  fell  to  7.3%  last  year, 
from  a  peak  8.2%  in  1991. 

Many  of  the  same  product  prob- 
lems lie  behind  Toyota's  slippage  at 


parts  from  existing  models. 


If  you  doubt  whether  Toyota  can 
catch  up,  listen  to  Akihiro  Wada, 
Toyota's  executive  vice  president  in 
charge  of  research  and  development: 
"Since  model  changes  don't  increase 
sales  like  they  used  to,  we'll  stretch 
them  out  and  trv  to  double  our  num- 
ber of  new  car  projects.  Our  goal  is  to 
increase  overall  product  development 
capacity  50%  to  70%,  while  R&D 
spending  remains  within  5%  of  sales." 

Results  are  already  starting  to 
show.  This  month  Toyota  will  launch 
the  Prado  to  compete  with  Mitsubi- 

Globalizing  procurement 
will  cut  at  least  $5  billion 
from  Toyota's  annual  parts 
bill — more  than  $1,000  per 
vehicle  produced. 


shi's  w  ildly  popular  Pajero  recreation- 
al vehicle,  and  the  Ipsum  minivan  to 
counter  Honda's  Odyssey.  In  a  few 
months  a  new  Toyota  station  w  agon 
to  rival  Fuji  Heavy  Industry's  Subaru 
Legacy  w  ill  arrive  in  show  rooms. 

Toyota  will  launch  21  model 
changes  and  new  vehicles  this  year,  or 
more  than  twice  as  many  as  Nissan, 
estimates  I'BS  Securities  analyst  Peter 
Boardman.  Whichever  w  ay  the  con- 
sumer moves,  Toyota  now  has  the 
bases  covered.  It  has  32  passenger 
vehicles  in  production — half  again  as 
many  as  Nissan,  its  closest  domestic 
rival,  and  nearly  as  many  as  gm. 

Clearly,  Toyota  is  lavishing  cash  on 
its  problem.  "Fortunately,  we  have 
the  money,  and  people,"  says  Okuda. 

For  example,  Toyota  recently  an- 
nounced plans  to  build  a  $700  million 
plant  in  Gibson  County,  Ind.  Starting 
in  1998,  the  plant  will  turn  out 
100,000  midsize  pickups  a  year,  all 
immune  to  U.S.  tariffs  and  currency 
swings.  In  all,  Toyota  plans  to  in- 
crease North  American  capacity  50% 
over  the  next  two  years,  to  1 .2  million 
vehicles  in  1998,  or  roughly  equal  to 
projected  sales  in  the  region. 

A  prime  Okuda  target  is  the  com- 
pany's bloated  cost  structure  at  home, 
a  problem  made  much  worse  by  a  still- 
expensive  yen.  Okuda  makes  no 
bones  about  how  he  plans  to  do  it. 
Koichiro  Noguchi,  who  heads  Toyo- 
ta's North  American  planning  and 
overseas  parts  procurement,  predicts 
Toyota  will  buy  close  to  50%  of  its 
parts  from  outside  Japan  in  1998, 
versus  36%  this  year  and  just  14%  in 
1990.  Globalizing  its  parts  procure- 
ment, says  Noguchi,  will  enable 
Toyota  to  cut  the  cost  of  expensiv  e 
components  such  as  air  bags  and  anti- 
lock  brake  systems  by  50%  over  the 
next  two  years.  He  projects  savings  of 
at  least  $5  billion — more  than  $  1 ,000 
per  vehicle  produced — on  Toyota's 
$47  billion  annual  parts  bill. 

To  keep  the  costs  of  expanding  its 
product  line  under  control,  Toyota 
w  ill  try  to  build  its  cars  around  com- 
ponents already  in  use.  Take  Toyota's 
smart  new  RAV4  recreational  vehicle 
that  was  introduced  in  the  LJ.S.  in 
January  (Forbes,  Dec.  4, 1995).  It  has 
an  engine  taken  from  the  Camryl 
steering  from  the  Celica  and  a  Corolla 
instrument  panel;  only  60%  of  the 
RAV4  is  original. 
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That  high-pitched  wail  you 
hear  is  the  sound  of  our  com- 
petition screaming.  Because 
inside  our  new  AST  Bravo  is 
the  latest  technology  from 
Intel",  Microsoft ,  ATI  and 
Creative  Labs'9.  Not  only  is  it 
the  most  powerful  technology 
you  can  get,  but  AST  gets  it 
to  you  way  before  all  those 
other  guys.  And  now,  the  all- 
new  Bravo  family  starts  at  an 
incredible  $1,250*  You  also 
get  the  personal  sales  and 
support  of  a  reseller  as  well 
as  ASTs  round-the-clock 
support.  Sure,  it  may  sound 
like  we're  looking  for  a  fight, 
but  you're  the  one  who's 
going  to  end  up  the  winner. 
Call  800-876-4AST  for  more 
information,  or  visit  us  at 
http://  www.  bra  vo.  ast.  com. 


Bravo  MS:  Intel  430HX  PChet, 
Pentium'  processors,  Pipeline  Burst 
cache,  EDO  RAM,  64-bit  ATI  much 
64  VT  graphics,  synchronous  graph- 
ics RAM,  integrated  16-bit  audio. 

Bravo  LC:  Pentium  processors, 
256  KB  second-level  cache, 
EDO  RAM,  integrated  64-bit 
PCI-based  graphics. 


COMPUTER  I 


Where  things  are  A 


Okay,  Dell  Compaq  and  HP. 

Starting  today,  it  s 
a  whole  new  ball  game. 


Good  deals? 


Compsny 

1995 

Mdrk£t 

Unit  sales 

—Earnings  per  share— 

Recent 

1996 

Dividend 

Vdlll6 

1995 

1995 

1996 

price 

P/E 

yield 

($bil) 

($mil) 

est 

est 

% 

General  Motors 

$169 

$73t 

8.6 

$7.30 

$5.98 

$56.25 

9.4 

2.8% 

Ford  Motor 

137 

42 

6.6 

3.37 

O.J  J 

36.13 

10.8 

3.9 

•  Toyota  Motor 

109* 

84 

'  4.6 

u.  J  jc 

1  4? 

44.88 

31.6 

0.6 

•  Daimler-Benz 

65* 

29 

0.9 

-1.98e 

1 70 

55.50 

32.6 

1.0 

•  Nissan  Motor 

59 

20 

2.8 

-0.51* 

0.32 

16.13 

50.4 

0.9 

Chrysler 

53 

24 

2.7 

5.90 

8.53 

63.75 

7.5 

3.8 

•  Volkswagen 

50* 

10 

3.4 

1.80e 

4.02 

71.00 

17.7 

0.4 

•  Honda  Motor 

40* 

22 

1.8 

1.51e 

1.98 

45.00 

22.7 

0.5 

Mitsubishi  Motors 

34* 

8 

1.7s 

0.21e 

0.28 

8.89 

31.8 

0.7 

BMW 

30 

10 

1.1 

26.64 

30.45 

550.65 

18.1 

1.7 

All  figures  are  in  U.S.  dollars.  »ADR.  'Most  recent  fiscal  year,  tlncludes  classes  E  and  H. 
Sources:  IBES  Express;  Morningstar  American  Depositary  Receipts;  Forbes. 

The  Tokyo  stock  market  may  be  down,  but  relative 

to  their  earnings  Japan's  big  carmaking  companies  are  still 

much  more  expensive  than  their  U.S.  and  European  rivals. 


e:  estimate. 


Cutting  payrolls  in  Japan  is  not  as 
easy  as  cutting  payrolls  in  the  U.S.  But 
Toyota  has  used  mandatory  retire- 
ments and  attrition  to  cut  Toyota 
Motor  Corp.'s  payroll  by  some  6,000 
over  the  past  tour  years,  to  around 
69,000  today.  It  has  also  worked  with 
suppliers  to  methodically  trim  costs 
through  cooperative  design  and  pro- 
curement rather  than  exacting  short- 
term  savings  by  ramming  through 
sharp  price  cuts,  as  some  of  its  local 
competitors  have  done.  "Building 


cars  is  teamwork,  and  Toyota  is  the 
best  at  it,"  says  UBS'  Boardman. 

Where  Toyota  used  to  operate  w  ith 
seven  layers  of  management,  it  now 
has  three.  The  company  is  also  aiming 
to  hire  30%  of  new  workers  as  contract 
employees  so  it  is  not  committed  to 
offering  lifetime  employment. 

Under  Okuda,  no  detail  of  Toyo- 
ta's manufacturing  processes  is  too 
small  for  management's  scrutiny.  On 
Toyota's  assembly  lines  workers  are 
again  handling  tasks  like  attaching  lug 


Dare 
to  be 
different! 


Coals  to  Newcastle. 
American  cars  to  Japan.  It's 
actually  happening.  Sales 
of  imported  motor  vehicles 
rose  for  the  twenty-ninth 
straight  month  in  March, 
to  a  record-high  51 ,342 
units,  capturing  10%  of  Ja- 
pan's new  -car  market. 
ubs  Securities  estimates  Ja- 
pan will  import  454,000 
foreign-built  cars  in  1996, 
over  double  the  figure  of 
just  four  years  earlier. 

Ford,  GM  and  Chrysler 
w  HI  provide  about  71,000  of 
the  vehicles,  prominent 
among  them  newly  launched 
right-hand-drive  Chevro- 
let ( "avalicrs.  Ford  Tauruses 
and  Jeep  Cherokees.  gm's 
Opel  subsidiary  should  ac- 


count for  another  41,000 
units.  The  Cavaliers  are  being 
marketed  by  Toyota  and 
139,000  of  the  imports  will 
be  from  Japanese  lactones 
overseas,  but  never  mind: 
They  were  built  in  foreign 
lands  by  foreign  hands  and 
are  paid  for  with  foreign  ex- 
change. Chrysler  alone  will 
earn  close  to  $600  million 
from  selling  its  popular 
jeeps  here. 

A  decade  ago  Tokyo 
streets  appeared  to  be  filled 
with  a  giant  fleet  of  virtu- 
ally identical  w  hite  compact 
sedans.  But  the  Japanese 
are  developing  a  taste  for 
individuality,  and  it 
show  s  in  the  vehicles  some 
of  them  drive.    -N.W.  H 


bolts  after  robots  proved  too  costly. 
As  part  of  its  "value  analysis,  value 
engineering"  campaign,  Toyota  n<j 
longer  paints  unseen  body  parts  jusi 
because  it  can.  Expected  savings  this 
year  from  engineering  cars  to  cut 
unnecessary  variations  and  parts: 
around  $1  billion. 

While  it  slipped  in  the  U.S.  and 
Japan,  Toyota  continued  to  thrive  in 
many  other  markets — and  it  is  now 
redoubling  its  efforts  in  those  mar- 
kets. It  is  the  market  leader  in  Thai- 
land, Singapore,  Indonesia  and  the 
Philippines — fast-growing  markets, 
all,  with  fast-growing  middle  classesf 
It  leads,  too,  in  New  Zealand  and  is 
strong  in  Australia. 

China  is  high  on  Toyota's  agenda. 
Toyota-controlled  Daihatsu  has  J 
joint  venture  assembly  plant  in  Tian] 
jin  that  turns  out  the  nation's  second- 
best-selling  model,  and  Toyota  is 
soon  expected  to  receive  approval  to 
build  a  joint  venture  engine  plant  in 
the  city.  Okuda  says  he  hopes  to  move 
to  full-scale  vehicle  assembly  in  China 
w  ithin  a  few  vears. 

Can  Toyota  regain  the  momentum 
that  once  made  it  the  wonder  of  the 
auto  world?  It  won't  be  easy.  The 
U.S.  industry  is  now  wide-awake  and 
in  fighting  trim.  Germany's  big  three 
are  on  the  move,  too.  Still,  it's  a  big 
world  out  there  and  this  remains  arl 
impressive  outfit.  "We  used  to  have;  a 
goal  of  a  10%  global  market  share," 
Okuda  says,  "but  some  people  say  we 
shouldn't  be  too  insistent  on  it  now." 
With  a  wave  of  the  hand,  he  makes  it 
clear  where  he  stands:  "Personally,  I 
hope  to  go  over  10%."  ■ 
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hy  9  out  of  10  of  our  clients  say  they 

would  recommend  their 
financial  advuor  to  their  mother. 


Or  their  sister  or  brother  or  friend  or  co-worker. 
Why  do  so  many  of  our  2  million  clients  recommend  us? 
It  starts  with  advice.  From  an  American  Express 
Financial  Advisor  who  discusses  your  needs  and  goals 
with  you.  College  tor  your  children,  for  instance.  Maybe  a 
vacation  home.  And,  of  course,  a  comfortable  retirement. 

This  leads  to  a  specially  tailored  plan;  but  more 
importantly,  to  a  long-term  relationship  with  your 
advisor.  So  over  time,  as  your  life  and  needs  change, 
he  or  she  can  help  you  take  advantage  of  the  best 
investment  options. 

Why  do  so  many  of  our  clients  realize  their 
dreams?  They've  stayed  with  our  steady,  prudent 
long-term  approach.  And  because  they're  satisfied,  they 
trust  us  to  manage  113  billion  dollars  of  their  assets. 

II  you  haven't  been  referred  to  us,  give  us  a  call. 
We've  been  helping  people  with  their  financial 
futures  for  over  100  years. 
Your  mother  would  definitely  approve. 


EXPRESS 


Financial 
Advisors 


FOR  THE  ADVICE  THAT  CAN  HELP  YOU  REALIZE  YOUR  DREAMS, 

CALL  1-800-GET-ADVICE 


©1995  American  Express  Financial  Advisors  Inc. 


The  multiculturalism  cult 


BY  THOMAS  SOWELL 


Dr.  Thomas  Sowell  is 
an  economist  and  a 
senior  fellow  at  the 
Hoover  Institution  in 
Stanford,  Calif. 


The  world  has  been  multicultural  for  cen- 
turies, before  this  word  was  coined.  Moreover, 
it  has  been  multicultural  in  a  very  real  and  prac- 
tical way,  directly  the  opposite  of  the  way  being 
urged  by  today's  "multiculturalism"  cult. 

The  very  paper  on  which  these  words  are 
written  was  invented  in  China,  as  was  the  art 
of  printing.  The  letters  come  from  ancient 
Rome  and  the  numbers  from  India,  via  the 
Arabs.  All  this  is  being  written  by  a  man  of 
African  ancestry  as  he  listens  to  music  by  a 
Russian  composer. 

Even  leaders  of  nations  are  not  necessarily 
from  those  nations  themselves.  Napoleon  was 
not  French,  Stalin  was  not  Russian,  and 
Hitler  was  not  German. 

Crops  have  been  as  multicultural  as  people. 
Much  of  the  world's  rubber  comes  from 
Malaysia,  but  the  Malaysian  rubber  trees 
themselves  came  from  seeds  brought  from 
Brazil.  The  cocoa  grown  in  Nigeria  and  the 
potatoes  grown  in  Ireland  likewise  both  origi- 
nated in  the  Western  Hemisphere  before 
Columbus  arrived. 

A  list  of  all  the  crops,  technology  and  ideas 
that  have  spread  from  one  people  or  one 
nation  to  another  would  be  a  list  of  most  of 
the  crops,  technology  or  ideas  in  the  world. 
The  reason  why  all  these  things  spread  was, 
quite  simply,  that  some  things  were  consid- 
ered better  than  others  and  people  wanted  the 
best  they  could  get. 

This  is  completely  the  contrary  to  the  phi- 
losophy of  the  "multiculturalism"cult,  where 
things  are  not  better  or  worse,  but  just  differ- 
ent. Yet  people  around  the  world  do  not  sim- 
ply "celebrate  diversity,"  they  pick  and  choose 
which  of  their  own  cultural  features  they  want 
to  keep  and  which  they  want  to  dump  in  favor 
of  something  better  from  somebody  else. 

When  Europeans  first  discovered  paper  and 
printing  from  China,  they  did  not  "celebrate 
diversity,"  they  stopped  giving  themselves 
writer's  cramp  from  copying  scrolls  and  started 
letting  the  printing  presses  do  the  work.  When 
American  Indians  saw  horses  for  the  first  time 
after  Europeans  brought  them  here,  they  did 
not  "celebrate  diversity,"  they  started  riding  off 
to  hunt  instead  of  walking. 

Everything  from  automobiles  to  antibiotics 
has  spread  around  the  world  because  people 
wanted  the  best  they  could  get,  not  the  ineffi- 
cient ways  that  the  multiculturalist  cult  calls 
"living  in  harmony  with  nature."  Too  often, 


before  modern  medicine  was  accepted,  that 
meant  dying  young  instead  of  living  to  a 
healthy  old  age.  People  preferred  to  live,  even 
if  it  wasn't  "in  harmony  with  nature." 

The  issue  is  not  what  I  say  or  what  the 
multiculturalists  say.  The  issue  is  what  mil- 
lions of  human  beings  actually  do  when  they 
have  a  choice.  Around  the  world,  they  treat 
cultural  features  as  things  that  help  them 
cope  with  life,  not  museum  pieces  to  oooh 
and  aaah  over. 

When  they  find  their  own  ways  of  doing 
some  things  better,  they  keep  them.  When 
they  find  someone  else's  ways  of  doing  other 
things  better,  they  use  them  and  drop  what 
they  used  before.  What  they  do  not  do  is 
what  the  multiculturalists  do — say  that  it  is  all 
just  a  matter  of  "perceptions,"  that  nothing  is 
better  or  worse  than  anything  else. 

Multiculturalism  is  one  of  those  affecta- 
tions that  people  can  indulge  in  when  they 
are  enjoying  all  the  fruits  of  modern  technol 
ogy  and  can  grandly  disdain  the  processes 
that  produced  them.  None  of  this  would  be 
anything  more  than  another  of  the  many 
foibles  of  the  human  race,  except  that  the 
cult  of  multiculturalism  has  become  the  new 
religion  of  our  schools  and  colleges,  con- 
tributing to  the  mushing  of  America.  It  has 
become  part  of  the  unexamined  assumptions 
underlying  public  policy  and  even  decisions 
in  courts  of  law. 

Who  would  be  surprised  that  people  from 
different  cultural  backgrounds  are  "represent- 
ed" differently  in  different  jobs,  colleges,  or 
income  levels,  except  for  the  unspoken 
assumption  that  these  different  cultures  are 
equally  effective  for  all  things? 

Yet  you  need  only  turn  on  the  television  set 
and  watch  professional  basketball  to  realize 
that  one  segment  of  the  population  plays  the 
game  a  lot  better  than  others.  If  you  watch 
the  commercials  that  sponsor  these  events, 
you  are  often  watching  ads  for  beer  compa- 
nies that  were  almost  invariably  established  by 
people  of  German  ancestry. 

Since  Germans  have  been  brewing  beer 
since  the  days  of  the  Roman  Empire,  should 
we  be  surprised  that  they  excel  as  much  in 
this  as  blacks  excel  in  basketball?  Any  stan- 
dard based  on  quality  will  have  "over-repre- 
sentation" and  "under-representation"  of  dif- 
ferent groups,  however  much  such  "disparate 
impact"  may  shock  the  editorial  writers  and 
provoke  judges  to  rush  in  where  angels  fear 
to  tread. 
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YOU  DON'T  BUILD  FIVE 
OF  THE  TEN  BEST-SELLING 
CARS  AND  TRUCKS 
BY  STARING  IN  THE 
REARVIEW  MIRROR. 

We  're  looking  ahead  by  building 
vehicles  that  deliver  on  the 
promise  of  quality,  s  aje  t y  and 
value  every  d  ay.  Like  the  D u r at e c 
engine  in  our  Ford  J  a u  r  u  s  L  X 
and  Mercury  Sable  L  S  which 
features  pistons  with  a 
patented  coating  that  reduces 
friction  and  wear.  It's  just 
one  oj  the  ways  we're  keeping 
our     eyes     on      the  future. 


Ford    •    Ford  Trucks 


Lincoln    •  Mercury 


Q^U  A  L  I  T  Y      IS      JOB  1 


When  an  old  workhorse  gets  lazy,  you  give  it  a  good  swift 
kick.  The  same  goes  for  an  industrial  laggard. 

The  laziness  cure 


By  Robert  La  Franco 

WHEN  Reynolds  and  Reynolds  Co. 
celebrated  its  120th  anniv  ersary  a  de- 
cade ago,  the  chances  that  the  maker 
of  business  forms  w  ould  make  it  to 
130  looked  pretty  doubtful.  At  Reyn- 
olds' Dickensian  plant  near  down- 
town Dayton,  Ohio,  workers  pulled 
rickety  wooden  wagons  through  a 
grubby  maze  of  printing  presses  and 
collating  machines.  Dimly  lit  passage- 
ways were  clogged  with  pa- 
per inventory. 

The  company's  products 
were  outdated,  and  earn- 
ings had  stagnated  at 
around  $20  million;  sales 
were  growing  at  a  snail's 
pace.  By  1988  return  on 
stockholders'  equity  had 
dropped  to  an  anemic  9%, 
half  that  of  competitors  En- 
nis  Business  Forms  and 
Automatic  Data  Processing. 

Suddenly  rousing  itself 
from  slumber,  the  board 
brought  in  David  Holmes, 
f<  >rmerly  a  marketing  manag- 
er at  General  Electric  and 
General  Foods.  He  was  hired 
to  run  the  Reynolds  division 
making  computer  software 
for  auto  dealers  and  in  1989 
was  given  the  entire  compa- 
ny to  run.  He  remembers: 
"The  plant  workers  thought 
they  had  a  license  to  exist,  anm 
while  our  salesmen  were  just 
grabbing  at  the  low  hanging  fruit." 

The  company  was  coasting  on  past 
success.  In  the  1970s  Reynolds  was 
the  leading  maker  of  forms  for  car 
dealers,  and  was  doing  well  selling 
computer  software  to  handle  account- 
ing, inventory  and  service  departments 
for  smaller  dealerships.  But  by  the 
mid-1980s  its  software  was  out  of 
date.  It  allow  ed  only  one  user  at  a  time 
to  get  at  the  information.  There  was  no 
way  for  different  departments  to  share 
a  common  database.  Sales  of  the  com- 


puter software  product  fell,  leaving  the 
company  to  get  by  on  the  lower- 
margin  ink-on-paper  dealers'  forms. 

Holmes  brought  in  programmers 
to  develop  a  new  computer-system 
product  that  allowed  a  dealer's  em- 
ployees to  communicate  with  suppli- 
ers and,  eventually,  databases.  With 
the  new  product  a  car  salesman  can 
call  up  used -car  prices,  and  service 


David  Holmes,  chief  executive  officer 
He  brought  in  a  wild  man.  A  wild  man  was  needed. 


department  employees  can  search  for 
used-car  parts.  That  checked  Reyn- 
olds' loss  of  market  share. 

In  1987  Holmes  hired  Rodney  He- 
deen,  another  former  General  Elec- 
tric executive,  and  told  him  to  whip 
the  company's  13  forms  printing 
plants  into  shape. 

To  say  that  the  work  force  resisted 
his  efforts  would  be  a  terrible  under- 
statement. "Right  at  the  outset  I  was 
told  to  my  face  that  I  would  be  long 
s?;one  before  any  changes  w  ere  made," 


Hedeen  recalls.  "People  were  send 
ing  letters  to  management  calling  m< 
a  wild  man." 

A  wild  man  was  what  was  needed 
When  Hedeen  arrived,  the  Daytor 
plant  employed  279  workers,  who  took 
up  120,000  square  feet.  Today  there 
are  140  workers  on  60,000  square 
feet — yet  production  has  tripled. 
This  year  Reynolds  and  Reynolds 
sales  will  top  $1  billion 
more  than  double  sales  of  i 
decade  ago.  Earnings?  Ever 
better.  They  will  be  $91  mil 
lion  ($2.15  a  share),  up 
more  than  four  times.  Re 
turn  on  equity,  the  com 
pany's  internal  profitability 
benchmark,  is  at  25%. 

Having  resuscitated 
Reynolds  and  Reynolds 
core  business,  Holmes  has 
been  looking  for  similai) 
products  to  add  to  his  line 
In  the  last  two  years  he  has 
spent  $155  million  buving 
up  manufacturers  of  forms) 
for  nonautomotive  compa 
nies  and  computer  systems 
companies  that  cater  to 
doctors.  Now  pending  is 
the  $90  million  purchase  oi 
Duplex  Business  Forms] 
Doctors  and  car  dealers 
says  Holmes,  both  run 
businesses  swimming  in| 
forms.  Started  last  year,  the 
medical  systems  business  now  has  $39 
million  in  sales;  Holmes  thinks  that) 
will  hit  $100  million  by  1997. 

The  downsizing  was  painful,  but! 
Holmes  got  it  over  w  ith  early,  saveq 
the  remaining  jobs  and  is  now  creat 
ing  new  ones.  "We've  seen  a  lot  of 
companies  in  this  community  down- 
sizing over  the  past  few  years,"  says 
Holmes.  "Those  are  the  companies 
that  went  left  when  the  industry  went 
right.  That's  not  going  to  happen  to 
us."  Not  a  second  time. 
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Once  the  sick  man  of  Europe,  Britain  now  has  a  far  lower  unemployment  rate 
than  Germany  or  France.  Will  a  Labor  victory  darken  the  brightening  picture? 

Has  Labor 
changed  its  spots? 

By  Howard  Banks 


A  tale  of  three  economies 
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The  legacy  of  the  Thatcher  era  is  falling  unemployment. 
Contrast  that  with  high  and  rising  joblessness  on  the  Continent. 


Across  Europe  unemployment  is 
running  at  levels  unimaginable  just  a 
few  years  ago — 11%  in  German}', 
12%  in  France,  13%  in  Italy.  Big 
employers  like  Daimler-Benz, 
Robert  Bosch  and  Deutsche  Shell 
are  shedding  workers  in  an  effort  to 
be  competitive.  In  France  it  has 
become  all  but  impossible  for  young 
university  graduates  to  find  a  job. 

But  Britain  is  doing  extremely 
well.  Britain,  not  long  ago  the  sick 
man  of  Europe.  British  unemploy- 
ment is  less  than  8% — down  from 
11%  in  1986 — and  the  rate  is  falling 
as  foreign  capital  pours  into  the 
country,  creating  new  jobs  faster 
than  old  jobs  disappear. 

What  does  Britain  have  that  the 
Continent  lacks?  Margaret  (now 
Lady)  Thatcher.  She's  out  of  power 
now,  but  just  as  Ronald  Reagan's  tax 
cuts  and  stabs  at  deregulation  paved 
the  way  for  today's  relatively  strong 
economy  in  the  U.S.,  so  did 
Thatcher's  free  enterprise  policies 
prepare  the  way  for  a  more  prosper- 
ous Britain.  Professor  Walter  Eltis, 
the  highly  respected  Oxford 
University  economist  who  until 
recently  was  adviser  to  Deputy  Prime 
Minister  Michael  Heseltine,  lists 
Thatcher's  accomplishments:  reform- 
ing labor  law  to  end  the  unions'  lock- 
hold  on  economic  decision  making; 
cutting  top  income  tax  rates  from 
83%  to  40%;  privatizing  large  seg- 
ments of  the  nationalized  industries; 
boosting  education,  especially  at  col- 
lege level;  and  encouraging  domestic 
investment. 

The  outcome  can  be  seen  clearly  in 
Britain's  improved  productivity. 
Britain  went  into  the  Thatcher  era  a 
virtual  economic  basket  case,  with 


productivity  levels  far  below  those  of 
the  Continent.  Here,  the  30%  gap 
with  France  and  the  50%  gap  with 
Germany  in  1979,  in  terms  of  output 
per  hour  in  manufacturing,  have  nar- 
rowed to  a  bit  over  5%.  Today  almost 
a  third  of  all  British  kids  go  on  to 
higher  education,  up  from  13%  in 
1979.  More  important,  25%  of  them 
graduate,  miles  above  the  13%  to 
15%  in  France  and  Germany  and  not 
far  behind  the  U.S.'  graduation  rate. 

Inflation?  Here,  too,  the  news 
remains  tangibly  good.  Prices  in  the 
shops  have  been  rising  at  only  2.4% 


(better  even  than  U.S.  rates),  while 
mortgage  interest  rates,  at  around 
7%  for  a  30-year  variable  rate  mort- 
gage, are  at  their  lowest  level  in  25 
years.  OECD  economists  (never  noted 
as  optimists)  reckon  that  U.K. 
unemployment  could  fall  further 
without  risking  higher  inflation. 

Within  a  few  weeks  of  moving  into 
the  prime  minister's  quarters  at  10 
Downing  Street  in  May  1979, 
Thatcher  eliminated  all  of  Britain's 
foreign  exchange  controls.  Free  to 
take  their  money  out  of  the  country, 
foreigners  began  to  put  it  in.  With 
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just  15%  of  the  European  Union's 
population,  Britain  now  accounts  for 
over  40%  of  all  inward  investment 
occurring  in  the  European  Union. 
Most  of  it  comes  from  the  U.S.  and 
Japan,  but  Britain  is  getting  inward 
investment  from  other  European 
countries,  too. 

Germany's  Siemens,  the  giant 
maker  of  industrial  and  electronics 
goods,  recendy  chose  Tyneside,  in 
England's  once-depressed  northeast, 
as  the  site  of  a  $1.7  billion  all-new 
microchip  plant.  The  plant  will  spe- 
cialize in  RAM  chips  and  eventually 
mobile  telephone  components,  and 
will  employ  around  1,500  people. 

Why  Britain?  Why  not  Germany, 
which  desperately  needs  new  jobs? 

Phillip  Tizzard,  who  is  in  charge 
of  the  new  Siemens  chip  plant,  ticks 
off  the  reasons  the  company  is  build- 
ing in  Tyneside.  "The  availability  of 
a  flexible  work  force  willing  to  work 
the  plant  seven  days  a  week;  the  high 
education  levels;  local  government 
cooperation — we  got  planning  per- 
mission within  30  days,"  says 
Tizzard,  adding:  "If  anything,  coop- 


Margaret  Thatcher 

This  lady  wasn't  for  turning. 


eration  is  getting  better." 

Nevertheless,  politically  speaking, 
the  Brits  are  in  a  sour  mood.  With 
the  next  general  election  widely 
expected  to  be  held  in  October,  the 
ruling  Tory  party  is  in  deep  trouble. 
Between  election  losses  and  several 
defections  by  its  members  to  the 
Labor  Party,  the  Conservatives' 
majority  in  the  House  of  Commons 
has  plunged  to  just  one  today.  The 
polls  are  saying  Britain's  next  prime 
minister  will   be   a   Labor  man: 


Anthony  (Call  Me  Tony)  Blair. 

Thatcher's  successor,  John  Major, 
a  wimpy,  George  Bush-like  figure, 
did  nothing  to  advance  the  Thatcher 
revolution,  but  he  did  nothing  to 
roll  it  back.  What  will  happen  if 
Labor  returns  to  power?  Will  Britain 
lose  its  newly  honed  edge? 

Blair  has  done  his  best  to  paint 
himself  as  a  "new"  Laborite.  He 
insists,  for  example,  that  as  prime 
minister  he  would  leave  intact  most 
of  the  Thatcher-era  changes  in  labor 
law  that  were  crucial  to  opening  up 
the  British  economy — for  example, 
requiring  unions  to  hold  secret  votes 
by  their  members  before  striking. 

But  to  differentiate  himself  from 
the  Tories  and  make  a  gesture  to  his 
supporters  on  the  left,  Tony  Blair  is 
pushing  something  called  stakehold- 
er capitalism,  much  discussed  in 
trendy  liberal  circles  on  both  sides  of 
the  Atlantic  these  days.  This  is  a  con- 
cept devoid  of  substance,  but  sound- 
ing warm  and  fuzzy  on  the  stump 
and  the  telly.  Peter  Mandelson  is 
Blair's  key  election  strategist  and 
spinmaster.  Here's  how  Mandelson 
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attempts  to  define  stakeholderism  in 
his  hagiography,  The  Blair 
Revolution:  Can  Labour  Deliver! 

"Promoting  a  stakeholder  culture 
in  industry  and  the  City  [of 
London],"  writes  Mandelson, 
"means  tackling  head-on  the  present 
Anglo-Saxon  [meaning  American] 
obsession  with  the  enhancement  of 


shareholder  value  as  the  sole  motiva- 
tion of  business  activity,  and  shirting 
the  focus  of  management  toward 
organic  growth  and  away  from  deal- 
making  activity." 
Sound  familiar? 

What  this  probably  means  is  that  if 
elected,  Blair  will  start  again  to  bur- 
den British  business  with  lots  of 


bureacracy  and  costly  regulations.  To 
repay  the  Labor  Party's  left  wingers 
for  their  support,  Blair  is  also  likely  to 
make  subtle  changes  to  Britain's  labor 
laws.  For  example,  look  for  New 
Labor  to  repeal  the  Thatcher  law  that 
allows  the  courts  to  sequester  the 
bank  accounts  of  a  union  that  goes  on 
strike,  or  takes  industrial  action,  even 
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if  members  vote  against  it,  or  a  union 
that  indulges  in  secondary,  sympathy 
actions.  The  unions  hate  sequesters 
because  they  really  hurt.  Ending  this 
sanction  would  make  Britain  much 
more  strike-prone  again,  reversing  a 
trend  that  has  seen  the  average  num- 
ber of  strikes  drop  from  over  2,000  a 
year  when  Thatcher  took  office  to 
barely  200  a  year  recently. 

John  Major's  government  has 
been  looking  for  ways  to  reduce  the 
U.K's  civil  service  rolls.  One  possi- 
bility: eliminate  Britain's  Department 
of  Transport  once  rail  privatization  is 
complete,  transferring  its  remaining 
work  (in  civil  aviation,  for  example) 
to  the  Department  of  Trade  & 
Industry.  Tony  Blair  could  not  even 
consider  such  an  idea.  As  in  the  U.S., 
the  government  sector  is  the  one  area 
where  labor  unions  still  have  muscle. 

Taxes?  They'll  go  up  under  Blair. 
And  up.  Compliance  with  Europe's 
Maastricht  social  charter  (meaning 
be  nice  to  the  unions),  plus  the  rest 
of  the  Labor  Party  preelection 
commitments,  means  that  public 
spending  must  inevitably  rise  under 
a  Labor  government.  Even  Tony 
Blair  has  admitted  that  Labor  will 
try  to  fill  what  will  inevitably  be  a 
growing  budget  deficit  by  raising 
taxes.  A  class  warrior  in  the  Hillary 
Clinton  mold,  Blair  promises  to  hit 
only  "the  rich,"  which  in  Britain 
means  households  with  an  income 
of  over  $60,000.  But  Labor  lefties 
have  already  let  the  cat  out  of  the 
bag:  higher  tax  rates — rates  of  60%, 
maybe  more — will  start  at  much 
lower  incomes.  Indirect  taxes  (VAT 
is  already  up  to  17.5%)  can  also  be 
expected  to  rise. 

What  will  follow  promises  to  be  a 
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Unlike  in  Germany  and  France,  the  share  of  Britain's  economy 
going  to  the  government  has  not  grown. 
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1990s  version  of  the  British 
Disease  of  the  1960s  and  1970s. 
Higher  tax  rates  and  more  govern- 
ment controls  and  red  tape  will 
drive  up  the  costs  of  doing  business 
in  Britain  and  mean  fewer  new  jobs 
and  less  wealth  creation.  That  will 
cause  the  economy  to  slow,  which 
will  mean  that  Britain's  improving 
corporate  profits  performance  will 
once  again  deteriorate.  That  in 
turn  will  mean  less  new  investment, 
especially  from  foreigners. 

The  upshot  will  be  falling  tax 
revenues,  exacerbated  by  higher 
benefits  costs  caused  by  rising 
unemployment  and  a  rising  public 
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Yearly  labor  stoppages 


Increases  in  unit 
labor  costs  have 
plunged,  and 
British  workers 
have  all  but 
stopped  downing 
their  tools. 
Result:  Foreign 
capital  is  pouring 
in  and  creating 
jobs. 


sector  deficit.  In  these  circum- 
stances, defending  the  pound  ster- 
ling against  raids  will  require  mas- 
sive jumps  in  interest  rates,  which 
will  slow  the  economy  further. 

Too  pessimistic?  Perhaps.  Maybe 
Labor  really  has  changed  its  spots,  or 
would  change  them  if  the  economy 
headed  south  and  foreign  investors 
headed  for  friendlier  places.  Maybe, 
but  we  wouldn't  bet  on  it. 

Here's  something  to  think 
about.  As  tough  as  the  Iron  Lady 
was  in  office,  the  share  of  the 
economy  in  government  hands — 
what  Forbes  has  called  the  state's 
grab — didn't  fall  much.  Today  it  is 
about  38%,  more  or  less  where  it 
was  when  Mrs.  Thatcher  first  took 
power.  And  this  after  17  years  of 
continuous  Tory  rule.  Warns 
Oxford's  Eltis:  "Where  you  have 
an  aging  population  you  have  to  be 
fiercely  tough  even  to  stop  the 
public  sector  from  growing 
through  the  ceiling.  But  all  of  the 
government's  efforts,  and  includ- 
ing the  success  in  more  than  halv- 
ing top  tax  rates,  does  mean  that 
Britain's  government  share  has 
remained  flat  while  the  share  in 
Germany,  France,  Italy  and  the  rest 
has  gone  up." 
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Will  the  Internet  bring  an  end  to 
business  computing  as  we  know  it? 


Not  at  all.  It'll  simply  knock  down  the  walls  between  people,  between  departments,  even  between  companies. 
The  promise  of  the  Internet,  while  intoxicating  to  some,  is  threatening  to  others.  Because  along  with  the  unlimited 
access  and  opportunity  it  provides,  comes  the  need  for  new  strategies  and  new  technologies.  Happily,  you  may 
already  have  much  of  what  you  need  in  place.  And  to  help  you  incorporate  the  Internet  into  your  business  operations, 
Microsoft®  is  integrating  Internet  technology  across  much  of  its  product  line. 

Our  latest  generation  of  Windows®  operating  systems,  for  example,  have  Internet  "plumbing"  built  right  in. 
Together  with  Microsoft  Internet  Explorer,  our  free  web  browser  for  both  the  Windows  platform  and  the  Macintosh,'*" 
they  let  employees  search,  read,  and  retrieve  information  wherever  it  resides. 

We've  also  made  it  easy  to  create  information  for  the  Internet.  Our  web  authoring  tools  look  and  act  much  the  same 
as  our  other  tools.  So  if  you  want  to  put  up  a  web  site  to  market  your  business,  your  guys  in  IS  won't  be  scratching 
their  heads  trying  to  learn  new  programming  languages.  And  once  your  site  is  up,  we  provide  everything  you  need  to 
keep  it  up  and  keep  outsiders  out.  We  can  even  show  you  how  to  make  sending  e-mail  over  the  Internet  as  secure  as 
sending  it  down  the  hall. 

Marketing  isn't  the  only  reason  to  have  a  web  site;  it's  also  an  incredibly  powerful  way  to  share  information  within 
your  company.  By  creating  an  internal  web  —  an  intranet  —  you  can  provide  employees  with  access  to  whatever 
information  they  need.  From  business  plans  to  HR  policies,  employees  can  find  what  they  want  quickly  and  intuitively. 
That's  because  the  latest  generation  of  Microsoft  Office  applications,  along  with  Internet  Assistants,  let  you  embed 
links  within  documents  to  tie  files  together  logically,  contextually.  So  there's  no  more  corporate  maze,  no  more 
corporate  run-around. 

Yes,  the  walls  are  coming  down,  but  it's  not  the  end  of  business  computing.  Just  the  next,  most  practical  evolution. 
To  see  how  easy  it  is  to  get  your  company  wired,  visit  http://www.microsoft.com/internet/gol5/ 
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Using  laws  intended  as  weapons  in  the  drug  war, 
the  government  is  profiting  from  your  property. 

Forfeiting 
rights 


By  Susan  Adams 

Operating  on  a  tip  from  a  confiden- 
tial informant,  agents  from  the  Drug 
Enforcement  Agency  seized  a  newly 
purchased  $400,000  Cessna  airplane 
in  Miami  in  February  of  1992.  They 
suspected  the  aircraft  was  going  to  be 
used  for  drug  transport.  In  fact,  a 
legitimate  Colombian  businessman 
had  bought  the  plane  for  use  in  his 
emerald  mining  business.  He  had  no 
involvement  whatsoever  in  the  drug 
trade.  But  it  took  him  more  than  two 
years  and  $75,000  in  legal  fees  to  get 
the  plane  back. 

The  businessman,  Edgardo 
Hernandez,  was  an  unintended  vic- 
tim of  an  aggressive  revival  of  an 
antiquated  legal  concept  known  as 
civil  asset  forfeiture.  In  the  early  days 
of  the  republic,  forfeiture  laws  were 
routinely  used  to  seize  the  ships  of 
merchants  who  failed  to  pay  customs 
duties.  Rooted  in  the  odd  notion 
that  objects  could  be  guilty  of 
wrongdoing,  the  laws  were  used  to 
confiscate  and  charge  the  property 
itself. 

Recognizing  that  asset  forfeiture 
could  be  a  revenue  source  as  well  as 
a  powerful  tool  to  ensure  that  drug 
dealers  didn't  make  off  with  bounty, 
federal  and  state  lawmakers  began  to 
include  the  procedure  in  a  series  of 
sweeping  drug  enforcement  laws 
enacted  during  the  1980s. 

Forfeiture  has  been  booming  ever 
since — and  has  been  expanded  far 
beyond  drugs  to  cover  everything 
from  environmental  violations  to 
insurance  fraud.  Since  1985  the  total 
value  of  federal  asset  forfeitures  has 
totaled  more  than  $5  billion.  There 
are  no  aggregate  numbers  for  state 
collections,  but  experts  say  they,  too, 
run  well  into  the  billions. 

But  there's  a  problem.  While 


much  of  this  seized  property  is  in 
fact  involved  in  illegal  activity,  fre- 
quently it  turns  out  not  to  be — cre- 
ating massive  legal  headaches  for 
innocent  property  owners.  The  per- 
verse catch  here  is  that  under  the  for- 
feiture laws,  law  enforcement  types 
can  seize  first  and  bring  charges  later. 
That's  because  they  use  the  lowest 
standard  of  proof  in  the  American 
legal  system — probable  cause — to 
get  a  judge  to  issue  the  seizure  order. 
The  property  is  then  presumed 
"guilty"  and  the  burden  of  proof 
shifts  to  the  owner,  who  may  never 
even  be  charged  with  a  crime,  but 
who  must  prove  in  court  that  no 
wrongdoing  was  involved.  Lots  of 
time,  lots  of  money. 

In  another  Miami  case,  a  develop- 
er's $50  million  in  real  estate  ven- 
tures was  seized  in  1992  because  the 
government  suspected  his  partner  of 
breaking  export  laws.  Though  the 
developer  had  nothing  to  do  with 
the  alleged  wrongdoing,  the  govern- 
ment got  $8.6  million  in  a  settle- 
ment. It  took  the  developer  almost 
two  years  to  get  his  assets  back. 


One  of  the  theories  behind  forfei- 
ture is  that  property  owners  should 
be  responsible  for  policing  the  use  of 
their  assets.  The  idea  is  that  the 
threat  of  forfeiture  will  force  owners 
to  prevent  their  property  from  being 
used  in  a  crime. 

That  absurd  notion  was  exposed 
in  a  U.S.  Supreme  Court  decision  in 
March.  Tina  Bennis  had  sued  the 
state  of  Michigan  to  recover  her  half- 
interest  in  a  Pontiac  sedan  that  was 
seized  when  police  caught  her  hus- 
band in  the  car  with  a  prostitute. 
Chief  Justice  Rehnquist  ruled  that 
the  forfeiture  didn't  violate  either 
the  Fourteenth  Amendment's  due 
process  guarantee  or  the  Fifth 
Amendment's  prohibition  against 
taking  private  property  without  just 
compensation. 

The  Bennis  case  seems  to  signal 
that  the  Supreme  Court  is  pulling 
back  from  a  series  of  rulings  it  made 
a  few  years  ago  in  favor  of  limits  on 
the  government's  power  to  forfeit 
assets,  under  the  due  process  clause 
and  the  Eighth  Amendment's  prohi- 
bition against  excessive  fines. 

The  Court  will  soon  decide  anoth- 
er challenge  to  the  forfeiture  laws  in 
a  case  that  raises  the  issue  of  whether 
civil  forfeiture  laws  violate  the 
Constitution's  bar  against  double 
jeopardy.  The  case  is  a  challenge  to 
two  federal  appeals  court  rulings  that 
said  when  the  government  hits  a 
defendant  with  both  a  criminal 
charge  and  a  civil  forfeiture  proceed- 
ing stemming  from  the  same  alleged 
drug  transaction,  that  amounts  to  a 
violation  of  the  Fifth  Amendment's 
protection  against  multiple  prosecu- 
tions for  the  same  offense. 

Is  there  any  chance  of  reversing 
the  trend?  Not  much.  For  the  last 
two  years  several  members  of 
Congress,  including  conservative 
House  Judiciary  Committee 
Chairman  Henry  Hyde  (R-Ill.)  and 
his  liberal  House  colleague  John 
Conyers  (D-Mich.)  have  been  back- 
ing legislation  that  would  make  it 
tougher  for  the  government  to  seize 
and  forfeit  property  in  civil  cases. 
But  nobody  wants  to  change  laws 
still  largely  perceived  as  weapons 
against  drug  dealers.  On  the  state 
level,  some  minor  reforms  have 
passed,  but  overall,  asset  forfeiture 
has  only  expanded.  Hi 
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j\t  U.S.  Trust,  helping  our  clients  achieve  their  investment  goals  begins  with 
thoroughly  understanding  each  client's  individual  financial  requirements. 

Teams  of  experienced  professionals  work  closely  with  our  clients  to  determine  their 
tolerance  for  risk,  assess  their  families'  needs,  and  establish  short-term  and  long-term  objectives. 
Then,  and  only  then,  do  we  recommend  an  investment  plan  to  meet  those  objectives. 

Whether  that  plan  emphasizes  capital  preservation,  asset  appreciation  or  some  other 
goal,  we  allocate  your  investments  among  different  asset  classes — including  U.S.  and 
international  equities,  bonds  and  cash  equivalents — to  generate  attractive  returns. 

It's  an  approach  that  has  enabled  us  to  meet  the  different  investment  objectives  of  many 
clients,  for  many  generations.  To  learn  how  this  approach  can  help  meet  your 
particular  investment  objectives,  please  contact  Richard  E.  Foley,  Senior  Vice  President,  at 
1-800-U.S.  TRUST. 


NEW  YORK  BOCA  RATON  COSTA  MESA  DALLAS  HARTFORD  LOS  ANGELES  NAPLES  PALM  BEACH  PORTLAND  PRINCETON  STAMFORD  GRAND  CAYMAN 


Why  would  an  Italian  eyeglass  manufacturer 
want  to  buy  an  American  shoe  company? 
Just  one  more  example  of  Leonardo  Del  Vecchio's 
stealing  a  march  on  competitors. 

Luxottica's 
golden  spectacles 


By  Richard  C.  Morais 

February  was  a  lucky  month  for 
Leonardo  Del  Vecchio.  A  34%  runup 
in  the  New  York  Stock  Exchange- 
traded  shares  of  his  Luxottica  Group 
added  more  than  $600  million  to  his 
family  fortune,  bringing  it  to  $2.5 
billion. 

Time  for  a  visit.  We  pushed  a  Fiat 
Punto  up  the  careening  passes  of  the 
Dolomites  to  Del  Vecchio's  provin- 
cial headquarters  in  Agordo  (pop. 
11,000),  a  lVfe-hour  drive  from  ur- 
bane Venice. 

We  found  a  metallic  blue  factory 
churning  out  67,000  eyeglass  frames 
a  day.  Late  on  a  Friday  night,  the  last 
shift  was  buffing  eyeglass  frames  in 
spinning  boxes  of  crushed  coconut 
shells;  cleaners  were  polishing  the  fac- 
tory floor.  "Mr.  Del  Vecchio  wants 
everything  very,  very  clean,1'1  ex- 
plained an  employee. 

For  Del  Vecchio  this  factory  is  not 
just  a  livelihood  but  a  life.  The  61- 
year-old  orphan  from  Milan  is  the 
quintessential  entrepreneur.  His 
daughter  Marissa  recalls:  "I  was  12 
when  one  day  he  played  Monopoly 
with  us  children.  He  won  easily  and 
told  us  why:  'When  you've  got  land, 
you  shouldn't  build  little  houses  on  it 
straight  away.  First  you  have  to  keep  a 
close  eve  on  your  capital  and  not 
spread  it  around  wildly.'  " 

When  we  met  the  dour  Italian  him- 
self, he  seemed  to  begrudge  taking 
time  away  from  his  business  to  talk  to 
a  reporter.  He  stuck  out  a  hand  but 
didn't  smile  and  glanced  at  his  w  atch 
every  five  minutes. 

Charming?  No.  But  shareholders 
are  mighty  grateful  for  Del  Vecchio's 


ket,  with  prices  ranging  from  $60  to 
$150.  But  this  segment  was  being 
squeezed.  By  1994  medical  insurance 
and  HMOs  were  paying  on  a  full  third 
of  all  eyeglasses,  but  the  policies  w  ere 
reimbursing  only  $40  or  so,  which 
meant  cheap  frames  made  in  Asia  and 
often  sold  by  discount  retailers. 

Sales  were  climbing  at  the  top  end 
of  the  market,  too,  where  "■designer1' 
frames  bearing  names  like  Armani, 
Valentino  and  Calvin  Klein  sell  for 
upwards  of  $150.  Luxottica  makes  a 
lot  of  these  frames,  but  couldn't  sur- 
vive on  them  alone.  "It  was  really  a 
big  concern,"  says  Claudio  Del  Vec- 
chio, the  son  running  the  U.S.  opera- 
tions. "We  need  the  midrange  lines  to 


Leonardo  Del  Vecchio  of  Luxottica  Group 
Keeping  a  close  eye  on  operations. 


relentless  drive.  Consider  how 
smoothly  he  handled  a  slowdown  in 
Luxottica's  U.S.  growth  in  1994.  The 
company's  unit  sales  climbed  23% 
that  year,  but  in  the  U.S. — account- 
ing for  over  44%  of  total  sales — it 
inched  ahead  barely  4%.  Something 
was  wrong. 

The  market  was  shifting. 

Luxottica  sold  $195  million  worth 
of  frames  to  28,000  independent  op- 
ticians and  optometrists  in  the  U.S. 
But  the  optical  business  was  gravitat- 
ing toward  the  big  chains  like  Wal- 
Mart  and  LensCrafters,  with  whom 
Luxottica  did  little  business.  These 
giants  had  steadily  boosted  market 
share  to  35%. 

Luxottica  was  heavily  concentrated 
in  the  midprice  segment  of  the  mar- 


produce  our  economies  of  scale." 

In  response  to  the  problem,  the  Del 
Vecchios  made  a  move  that  at  first 
perplexed  Wall  Street.  They  made  a 
successful  hostile  bid  in  May  of  last 
year  for  U.S.  Shoe.  Del  Vecchio  sell- 
ing shoes?  Nothing  of  the  kind.  The 
family  quickly  disposed  of  the  shoe 
business  and  kept  only  LensCrafters, 
America's  largest  and  best-run  eye- 
glass'retailer.  When  the  dust  cleared, 
Luxottica  owned  LensCrafters  for 
$900  million,  a  shade  more  than  reve- 
nues and  just  nine  times  operating 
income. 

Retailing?  Yecch!  Luxottica 
Group's  shares  immediately  fell  from 
$40  to  $30. 

Del  Vecchio  was  ten  steps  ahead. 
"The  trick,"  savs  Flavio  Cereda,  ana- 
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WE'RE  MAKING  A  GROWING  FAMILY 

If  you  think  Bayer  only  means  aspirin,  you'll  be  surprised  to  know  how  much  more  we  bring  to  your  life. 
Chances  are,  Bayer  affects  you  in  dozens  of  ways  each  day,  with  a  wide  range  of  products  that  are  used  in 
such  things  as  home  insulation,  coatings  for  walls  and  floors,  fabrics  and  even  CDs.  Our  vast  array  of  health  care 
products  help  doctors  diagnose  and  treat  ailments,  while  our  vitamins  help  keep  your  kids  growing  strong. 

OF  PRODUCTS  FOR  YOURS. 

Our  crop  protection  products  help  farmers  bring  an  abundance  of  food  to  your  table.  And  our  imaging 
technologies  make  one  hour  photos  possible.  In  all,  Bayer  makes  over  10,000  products  that  affect  your 
life  in  ways  large  and  small.  And  we're  investing  billions  in  research  and  development  every  year. 
Because  if  we  don't  keep  our  family  growing,  how  in  the  world  will  we  ever  keep  up  with  yours? 


lyst  with  Alfred  Berg,  Inc.,  "was  keep- 
ing margins  in-house."  Luxottica  had 
acquired  a  captive  customer;  previ- 
ously LensCrafters  had  done  only 
about  5%  of  its  business  with  Luxot- 
tica. Analyst  Cereda  believes  in- 
creased demand  from  LensCrafters 
will  boost  Luxottica's  production  by  a 
full  third,  to  some  90,000  frames  a 
day,  over  the  next  three  years. 

Accordingly,  David  Browne,  36, 
president  of  LensCrafters,  is  tossing 
out  competitors''  labels  and  restock- 
ing the  618  stores  with  Luxottica's  20 
brands,  slowly  bringing  the  parent's 
share  of  the  LensCrafters  stock  from 
5%  up  to  50%.  "Instead  of  Perry  Ellis, 
we'll  offer  Emporio  Armani,"  says 
Browne. 

LensCrafters  spends  around  $75 
million  a  year  on  advertising.  That 
budget  is  being  redirected  to  sell  both 
LensCrafters  and  Luxottica  brands. 

You  see  the  difference  in 
LensCrafters'  TV  commercials.  Gone 
are  the  no-nonsense  optometrists  in  a 
science  lab  making  glasses  in  an  hour. 
Same  "doctor,"  but  now  he  pitches 
hip  brands  like  Vogue  and  Persol  and 


Latest  CAD/CAM  in  the  provincial  factory 
Frames  with  Italian  design  flair. 


Luxottica's  lightweight  titanium 
frames.  The  chain's  employees  are 
each  getting  60  hours  of  retraining  to 
sell  the  fashion  associated  with  the 
Made  In  Italy  frames. 

Of  the  LensCrafters  purchase,  Leo- 
nardo Del  Vecchio  says:  "It  is  helping 
us  understand  what  consumers  want. 


I  We  can  now  anticipate  and  move 
p  faster  to  their  changing  tastes." 

In  short,  Luxottica,  already  a  mas- 
ter manufacturer,  is  learning  about 
marketing.  Soon  Italian  design  flair 
will  enliven  LensCrafters  shops  with 
velvet  trays,  spinning  glass  displays, 
wood  paneling.  In-shop  sunglass 
boutiques  will  take  on  competitor 
Sunglass  Hut.  "American  eyeglass 
stores  always  looked  like  doctors'  of- 
fices," says  Susi  Belli,  head  of  Luxot- 
tica's investor  relations.  "Walk  by  an 
eyeglass  store  in  Milan,  and  they  look 
like  jewelry  stores.  Even  people  w  ho 
don't  wear  eyeglasses  stop  to  look  in 
the  window." 

Originally  skeptical,  investors  have 
become  believers.  From  that  $30 
post-U.S.  Shoe  acquisition  price, 
Luxottica's  shares  have  climbed  to 
around  $75 — 25  times  estimated 
1996  earnings.  If  Wall  Street  at  first 
underestimated  Leonardo  Del  Vec- 
chio, his  competitors  never  did.  "Not 
only  did  God  decide  to  come  down  to 
earth,"  laments  a  rival  eyeglass  maker, 
"but  he  decided  to  go  to  work  in  my 
industry."  H 


First  Encounters 
by  Davidoff 


A  gift  from  "the  Boys",  young 
Fats  Waller  was  kidnapped  at 
gunpoint  and  driven  to  a  Chicago 
saloon  where  he  was  served  up 
as  Al  Capone's  musical  Pirthday 
present.  Fearing  for  his  life.  Waller 
played  piano  and  shared  food, 
drink  and  fine  cigars  with  Capone 
for  three  days  and  nights.  The 
once  innocent  pianist  returned 
home  with  a  large  sum  of  cash 
in  his  pocket  and  a  grin  that 
simply  would  not  go  away 


FOR  CORPORATE 
ACCOUNT  INFORMATION 
PLEASE  CALL  1-800-353-0061 


For  those  who  are  obsessed 
with  quality. 
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"Ive  had  to  fly,  sit  in  taxis,  attend  meetings  and 
live  on  snacks  for  24  hours  straight.  Now  what?77 


Now,  you  decompress  at  a  Four  Seasons  Hotel,  where  the  demands  of  business  feel  less  demanding.  A  suit  pressed  in  an  hour? 
.  plane  ticket  in  minutes?  A  presentation  with  computer  graphics?  We're  at  your  service  24  hours  a  day.  O  ur  menus 
selections  from  low-  fatl  inguine  with  tomato  and  basil,  to  rach  of  lamb,  to  homemade  chicken  soup.  And  our 
health  clubs  and  pools  are  equally  irresistible  after  endless  hours  of  travel.  In  this  value-conscious  era,  the     FOLIR  SEASONS  HOTELS 
[lemands  of  business  demand  nothing  less.  For  reservations,  phone  your  travel  counselor  or  call  l-800"332"3442. 


Foi-R  Seasons  ■  Recent 

HOTELS  AND  RESORTS 


Four  treasons  •  Regent.  Defining  the  art  oj  service  at  4O  hotels  in  lQ  countries. 


If  you  run  a  business,  or  even  a  department 
for  that  matter,  you  probably  feel  as  though 
the  weight  of  the  world  is  on  your  shoulders. 

Enter  Lotus  SmartSuitef  SmartSuite 
is  all  the  software  your  business 
needs.  And  it's  so  easy  to 
learn  that  you  and  everyone 
on  your  team  will  be  able  to 
use  it  in  no  time.  (Are  those 
shoulders  feeling  any  better?) 

SmartSuite  comes  with  six 
desktop  software  applications, 
as  opposed  to  the  mere  four  that 
other  software  suites  give  you. 
You  get  word  processing,  spread- 
sheets, database  management, 


Failure  is  n 

ano 

It's  just  a  j 
nagging  poss 
that  helps  me 
stay  focused. 


All  the 
software 
a  business 
needs. 


graphics,  calendaring  and  scheduling, 
and  a  multimedia  tool.  SmartSuite  also 
allows  you  complete 
Internet  access. 

Translation:  you 
(plural)  can  do  it  all. 
Create  professional 
correspondence,  finan- 
cial statements,  graphic  sales 
presentations,  track  inventory, 
organize  your  daily  schedule 
and  publish  documents  directly 
to  the  World  Wide  Web.  And  because  the 
applications  in  SmartSuite  are  completely 
integrated,  everyone  on  your  team  can 
work  better  together. 

Versions  of  SmartSuite  are  avail- 
able for  Windows®  95,  Windows  3.1 
and  OS/2,®  and  SmartSuite  is  now 
included  with  Aptiva®  ThinkPad®  and 
most  IBM®  PCs,  as  well  as  select 
Acer,®  AST®  and  Epson®  PCs.  There's 
more  of  course.  But  you  are  run- 
ning a  business  and  we'd  hate  to 
keep  you  from  doing  just  that. 
SmartSuite  is  available  for  as 
little  as  $149,*  so  try  it  for  your- 
self. For  your  free  Lotus  Gallery 
CD  complete  with  a  45  day 
trial  version  of  SmartSuite,  call 
1-800-TRADE-UP,  ext.  B866.  Or 


In  Canada  call  1-800-GO-LOTUS.  'Upgrade  from  any  Teach  US  Oil  the 
Lotus  or  competitive  software.  Dealer  pricing  may  vary.  ©1996  Lotus  Development 
Corporation,  55  Cambridge  Parkway,  Cambridge,  MA  02142.  All  rights  reserved.  Lotus, 
ng  Together,  Lotus  SmartSuite,  Approach,  Freelance  Graphics,  1-2-3  and  Lotus  Organizer  are 
I  trademarks  and  Word  Pro  is  a  trademark  of  Lotus  Development  Corporation.  Windows  is  a 
ademark  of  Microsoft  Corp.,  and  IBM  OS/2,  Aptiva  and  ThinkPad  are  registered  trademarks 
I  Business  Machines  Corp.  All  other  products  are  registered  under  their  respective  companies. 


World  Wide  Web  at 
www.lotus.com. 


Lotus 


Working  Together' 


To  help  them  muscle  in  on  the  local 
telecom  monopolies,  alternative  providers 
are  cutting  the  landlord  in  on  the  take. 

My  partner, 
your  landlord 

By  Christopher  Palmeri 

The  332-unit  Worthington 
apartments  in  the  Uptown 
section  of  Dallas  offer  tenants 
telecommunications  ser- 
vices normally  found  in  ho- 
tels: wake-up  calls,  four-digit 
dialing  within  the  building,  a 
"property  channel"  that 
broadcasts  building-related 
news.  There's  even  a  kind  of 
room  service :  telephones 
programmed  with  the  num- 
bers of  local  restaurants  diat 
deliver  fi-ee  of  charge. 

Expensive?  Not  at  all.  The 
telephone  and  cable  televi-  H 
sion  services  at  the  Wor- 
thington are  supplied  by  Dallas-based 
MultiTechnology  Services,  a  small  out- 
fit that  competes  with  the  traditional 
monopolies  by  offering  new  features 
and  better  deals  for  apartment  owners 
and  tenants.  MTS  uses  the  extra  services 
to  lure  customers. 

Builders  love  it.  The  Worthington 
was  developed  by  former  Dallas  Cow- 
boy Robert  Shaw  through  his  publicly 
traded  Columbus  Realty  Trust.  Until 
recently,  developers  like  Shaw  would 
do  all  of  the  internal  wiring  for  tele- 
phone and  cable  television  and  then 
just  hand  this  business  over  to  the 
local  monopoly.  At  the  Worthington 
the  developers  get  a  piece  of  the  ac- 
tion. With  the  average  tenant  generat- 
ing $90  a  month  in  cable  TV  and 
telephone  charges,  MTS  pays  the  own- 
er of  the  rental  buildings  anywhere 
from  $50  to  $120  per  tenant  per  year 
and  picks  up  the  cost  of  wiring. 

Another  new  competitor  in  the 
telephone  business  is  Cable  Plus,  a 
Seattle-based  alternative  telephone 
and  cable  provider  partly  owned  by 


Dallas  developer  Robert  Shaw 
Free  wires  plus  a  piece  of  the  telecom  action. 


cellular  pioneer  Craig  McCaw.  Cable 
Plus  offers  services  tailored  to  the 
demographics  of  the  individual  build- 
ings. Lots  of  old  folks  in  the  building? 
Cable  Plus  can  provide  Home  Shop- 
ping Network  at  no  additional  cost. 
Lots  of  kids?  The  Learning  Channel 
and  the  Disney  Channel  are  free. 

These  alternative  providers  also 
shave  rates.  In  Dallas  MTS  sets  its  rates 
at  least  8%  below  those  charged  by  SBC 
Communications,  the  San  Antonio- 
based  parent  of  Southwestern  Bell. 

SBC  initially  tried  to  stop  the  alter- 
native providers  in  court.  When  that 
failed,  SBC  tried  charging  its  competi- 
tors $9.25  per  number  per  month  to 
list  their  customers  in  Southwestern 
Bell's  phone  book,  a  service  it  normal- 
ly offers  for  free.  The  alternative  pro- 
viders responded  by  offering  tenants 
free  unlisted  phone  numbers,  thus 
dodging  Southwestern  Bell's  listing 
fee.  "When  you  compete  with  giants, 
you  have  to  get  creative,"  laughs  MTS 
President  Michael  Lanham. 
Southwestern  Bell  has  now  respond- 


ed by  offering  one-time  commissions 
averaging  $35  per  customer  to  apart- 
ment managers  w  ho  agree  not  to  bring 
in  competing  telephone  providers. 

While  a  big  nuisance  to  the  tradition- 
al phone  companies,  the  alternative 
providers  aren't,  by  any  means,  sweep 
ing  the  board.  The  technology  gener- 
ally involves  installing  a  private 
branch  exchange  (PBX)  in  the  apart- 
ment complex  and  renting  trunk  lines 
from  the  local  telephone  company] 
This  is  capital-intensive  stuff. 

Dallas-based  ICS  Communications 
was  one  of  the  most  promising  of  the 
new  providers.  It  was  run  by  Andrew 
and  Gary  Adelson,  the  sons 
of  television  entrepreneur 
M  erv    Adelson.  Michael 
Milken,  MCI  Communica- 
tions  and    Rupert  Mur- 
doch's News  Corp.  are  in- 
vestors. ICS  signed  on  cus- 
tomers   like    Sam  Zell'i 
Equity  Residential  Proper- 
ties, the  nation's  largest 
publicly  traded  apartment 
owner,    offering  Equity 
Residential  warrants  on  ICS 
stock.   But  ICS  expanded 
too   rapidly,    signing  up 
small  buildings  that  were 
not  worth  the  capital  in- 
vestment. Now  the  compa- 
ny is  laying  off  staff  and  not  pursuing 
new  customers.  MCI  may  face  a  big 
writeoff  on  its  estimated  S 1 00  million 
investment. 

Richard  Campo,  chairman  of  pub- 
licly traded  Camden  Property  Trust,  a 
Houston -based  apartment  owner, 
thinks  he  has  a  better  solution.  Campo 
has  linked  his  apartments  to  a  fiber 
optic  network  built  by  Teleport  Com- 
munications Group,  a  Staten  Island, 
N.Y. -based  company  owned  by  a  con- 
sortium of  cable  television  companies 
that  provides  phone  service  to  business 
customers.  Campo  believes  his  system 
will  be  more  profitable  because  he 
bvpasses  more  of  the  local  phone  com- 
pany's  network  and  thus  keeps  a  larger 
percentage  of  the  tenant's  phone  bill. 

Campo  sees  possibilities  for  provid- 
ing his  tenants  a  variety  of  services,  such 
as  renter's  insurance  and  a  Camden 
Property  credit  card  with  which  they  can 
pay  their  rent.  "I've  got  the  pipeline," 
says  Campo,  grinning  widely.  "And  I've 
got  a  marketing  person  at  the  end  of  it 
selling,  the  service."  H 
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.  ye  ers  Want 

[\J  r\\  A I  Elaborate  perks?  Special  privileges? 
I  MWV  V  porget  jf:  %ey  want  the  simple 

things  done  right.  All  the  time. 

Airlines:  The  Schedule's  the  Thing 

Hotels:  Check  Me  In,  Check  Me  Out 
Car  Rentals:  No  Counters,  No  Waiting 
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Ultimate  Convenience 


usiness  travelers  would  often 
watch  helplessly  the  last  few  years 
as  the  nation's  airlines  recreated 

themselves  over  and  over. 
In  their  endless  quest 
to  capture  the 
hearts  and  minds 
of  the  nation's 
demanding  corps 
of  executive  trav- 
elers, the  airlines 
tinkered  with 
route  networks, 
tweaked  in-flight  ser- 
vices, changed  cabin  configurations  and 
rewrote  fare  structures  more  frequently 
than  the  Federal  Reserve  fiddles  with 
interest  rates. 

But  much  to  the  relief  of  weary  road 
warriors,  it  seems  the  airlines  have 
finally  discovered  the  ultimate  conve- 
nience: more  flights  to  more  places. 

"The  mantra  in  real  estate  is  'location, 
location,  location,'"  says  Susan  Arandahl, 
a  frequent-flying  executive  at  a  nation- 
wide realty  concern.  "I'm  surprised  it's 
taken  the  airlines  so  long  to  realize  that 
their  mantra  should  be  'schedule,  sched- 
ule, schedule.'  After  all,  how  much  savvy 
does  it  take  to  realize  that  what  frequent 
flyers  really  want  is  frequent  flights?" 


vexed  business  travelers  since  the  time  of 
Columbus.  After  500  years  of  searching 
for  a  quick  Northwest  Passage,  executive 
travelers  heading  east  now  have  a  fast, 
direct  option:  On  May  1,  1996, 
Northwest  Airlines  became  the  first  U.S. 
carrier  to  fly  nonstop  to  China.  The  route 
connects  the  Chinese  capital  of  Beijing 
with  Detroit,  where  Northwest  maintains 
a  hub  of  about  360  daily  flights. 


lous  nation  and  one  of  the 
emerging  economic  giants  of 
Asia.  The  three-times-weekly 
Jakarta  service,  scheduled  to 
begin  around  July  1,  1996,  is 
another  first  for  Northwest:  i> 
other  U.S.  airline  flies  to  the 
Indonesian  capital.  "Indonesi; 
has  one  of  the  fastest-growing 
economies  in  the  world  and  ai 
abundance  of  natural 
resources,"  says  Michael  E. 
Levine,  a  Northwest  Airlines 
executive  vice  president.  "Anc 
Jakarta  is  becoming  a  key  busi 
ness  market  in  Asia." 

Nonstop  Las  Vegas 

Another  quirk  in  airline 
scheduling  that  has  long 
inconvenienced  business  trav 
elers — the  paucity  of  nonstop  flights  tc 
Las  Vegas — also  is  being  remedied  this 
year.  The  airlines  traditionally  have 
offered  few  nonstop  flights  there,  despi 
the  city's  importance  as  a  meeting  and 
convention  venue  for  millions  of  busi- 
ness travelers.  Executive  travelers  woul 
usually  waste  two  or  three  precious 
hours  waiting  for  poorly  timed  connec 
ing  flights.  Now,  however,  at  least  thre 


After  ye&rs  of  cutbacks,  .airlines  are  adding 
flights  at  their  crucial  hub  airports. 


waves  of  new 


Give  the  airlines  their  just  due:  Once 
they  learn  a  lesson,  they  know  how  to 
apply  it  for  the  benefit  of  business  trav- 
elers. Now  executive  travelers  can  feast 
on  a  bounty  of  new  flights  that  will 
make  flying  for  business  less  time- 
consuming  than  ever  before. 

Northwest  Passage 

The  most  significant  addition  to  the 
airlines'  flight  schedules  is  a  route  that  has 


The  thrice-weekly  Detroit-Beijing 
flight  schedule  not  only  plugs  a  centuries- 
old  hole  in  the  business  traveler's  route 
map,  it  also  has  an  impressive  practical 
benefit.  Northwest's  Beijing  nonstops 
reduce  flight  time  to  China  a  staggering 
five  to  seven  hours  in  each  direction. 

Another  impressive  schedule  addition 
is  Northwest's  new  service  between 
Seattle,  Wash.,  and  Jakarta,  Indonesia, 
center  of  the  world's  fourth-most-popu- 


airlines  have  beefed  up  their  nonstop 
service  to  Las  Vegas.  Delta  Air  Lines 
recently  began  nonstops  from  six  cities 
including  Kansas  City,  New  York  and 
Boston.  America  West  has  introduced 
new  flights  or  increased  service  from 
eight  cities,  including  New  York, 
Vancouver,  Detroit  and  Miami.  And 
Kiwi  International  has  added  nonstops 
from  Chicago's  Midway  Airport 
and  Atlanta. 


We 
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the 


ends  of  the  earth 

to  assist  your  employees. 

Of  course, 


TOKYO 

MEXICO  CYV\~ 


When  your  employees  hit  the  road,  they'll 
find  English" speaking  American  Express 
professionals  at  over  ryoo  Travel  Service 
Offices  worldwide  to  help  with  virtually 
any  medical,  legal,  financial  or  travel 
emergency,  m  And  even  after  business  hours, 
our  people  are  just  a  phone  call  away,  24 
hours  a  day,  j6$  days  a  year,  m  Of  course, 
peace  of  mind  isn't  all  we  provide,  a 
Company~wide  savings,  a  broad  range  of 
insurance  coverage,  special  executive  benefits, 
and  rewards  points  that  never  expire  are 
just  a  few  reasons  more  companies  choose 
us.  u  To  find  out  about  the  world  of 
difference  between  us  and  other  corporate 
cards,  please  call  us  at  i~8oo~axp~i20o. 


1996  American  Express  Travel  Related  Services  Company.  Inc. 


This  is  where  the  difference  shows. 
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Worldwide 
Practicalities 

Executive  travelers  will  also 
benefit  from  new  flights  and 
services  initiated  by  United 
Airlines,  the  nation's  largest 
carrier.  The  Chicago-based 
behemoth  has  dramatically 
improved  its  worldwide  reach  via  "code- 
share"  agreements  with  both  Lufthansa, 
Germany's  dominant  carrier,  and  SAS, 
the  largest  airline  in  Scandinavia.  These 
alliances  allow  the  three  airlines  to  mesh 
their  flight  schedules,  thus  offering  busi- 
ness travelers  nearly  seamless  connections 
between  United's  vast  domestic  flight 
network  and  the  worldwide  SAS  and 
Lufthansa  networks. 

United  also  is  bumping  up  its  already 
extensive  Pacific  service.  On  May  1 , 
1996,  United  launched  a  second  daily 
nonstop  flight  on  the  bustling  Los 
Angeles-Tokyo  route.  United  also  is 
stepping  up  service  to  Hawaiian  destina- 


befween  major  U.S.  and  Canadian 
business  centers. 

Best  of  all,  there  seems  to  be  no  end 
to  the  number  of  transborder  flights  the 
airlines  are  prepared  to  launch.  Last 
March,  Delta  Air  Lines  began  nonstop 
service  to  Vancouver  from  its  hubs  in 
Atlanta  and  Cincinnati.  And  in  May, 
the  American  Midwest  got  its  first  good 
nonstop  connection  to  Toronto  when 
TWA  launched  two  daily  flights  from  its 
St.  Louis  hub. 

The  Hub  of  the  Matter 

Still  another  scheduling  wrinkle 
slowly  being  smoothed  out  is  the 
arrangement  of  flights  at  the  nation's 
major  airport  hubs.  After  several  years 
of  sharp  cutbacks,  the  leading  airlines 
are  adding  waves  of  flights  at  these  cru- 
cial waystations.  The  additional  flights 
at  hubs  such  as  Cleveland,  St.  Louis, 
Memphis  and  Denver  ensure  that  execu- 
tive travelers  can  make  quick,  painless 


Kennedy  Airport,  its  international  hub. 
In  recent  months  it  has  added  more 
flights  and  more  seats  on  its  routes  to 
Rome,  Madrid,  Athens  and  Barcelona. 

TWA  is  not  alone  in  increasing  the 
efficency  of  its  hubs.  Effective  June  6, 
1996,  Continental  plans  to  add  nearly 
100  daily  flights  to  its  hubs  at  Newark, 
Houston  and  Cleveland.  Northwest  ail 
its  commuter  airline  partner,  Northwes 
Airlink,  are  dramatically  increasing  ser- 
vice at  Memphis  by  adding  flights  to 
business  destinations  such  as  Colorado 
Springs,  Colo.;  Columbus,  Ohio;  and 
Lexington,  Ky.  United  Airlines  is 
increasing  service  in  Denver,  where  it 
boasts  superlative  hub  service  at  Denvei 
International  Airport,  the  nation's 
newest  airport.  And  USAir  is  adding 
service  in  Pittsburgh,  where  it  has  longj 
been  the  dominant  carrier. 

The  increase  in  flights  at  the  nation" 
hubs  requires  that  ground  facilities  at 
those  airports  also  improve.  For  busi- 


"How  much  savvy  does  it  taketo  realize  that  what 

frequent  flyers  really  want  is  frequent  flights? 


tions  such  as 
Honolulu  and  Kona. 
To  help  ease  over- 
crowding on  the 
routes — which  are 
popular  with  travel- 
ers claiming 
frequent-flyer  awards 
as  well  as  with  busi- 
ness and  leisure  flyers — United  is  adding 
more  than  4,000  seats  each  week  during 
the  busy  summer  months. 

The  Canadian  Connection 

Also  worth  noting  is  the  long  overdue 
surge  is  up  in  flights  between  the  U.S. 
and  Canada.  Despite  the  close  cultural 
and  trade  relations  between  the  two 
North  American  neighbors,  airline  ser- 
vice between  the  two  nations  has  long 
been  atrocious.  A  new  airline  treaty, 
however,  has  remedied  the  situation,  and 
non-stop  flights  are  expanding  rapidly. 
During  the  last  year,  for  example, 
nearly  100  new  routes  were  launched 


connections  throughout  the  day  to  just 
about  any  destination  in  the  country  or 
around  the  world. 

At  Lambert  International  Airport  in 
St.  Louis,  TWA  has  not  only  added  ser- 
vice to  key  business  destinations  such  as 
Toronto  and  Dallas,  it  has  also  altered 
the  arrival  and  departure  times  of  many 
of  its  more  than  350  daily  flights  to 
reduce  delays  and  connecting  times. 
"By  adjusting  the  times  of  three  of  our 
late  afternoon  and  evening  St.  Louis 
flight  banks,  it  enhances  overall  on-time 
performance,"  says  J.R.  O'Neil,  TWA's 
vice  president  of  scheduling.  TWA  also 
is  improving  flight  service  at  New  York's 


ness  travelers,  that  means  more  and  bet 
ter  airport  club  lounges,  those  quiet 
oases  that  often  function  as  an  execu- 
tive's office  away  from  home.  In  recen 
months,  American  Airlines  has  opened 
a  new  Admirals  Club  in  Atlanta's 
Hartsfield  Airport  and  remodeled  its 
facilities  in  the  Denver  and  Phoenix  ail 
ports.  Northwest  has  opened  a  new 
WorldClub  at  its  huge  Detroit  hub, 
and  USAir  has  built  a  third  USAir 
Club  at  its  hub  in  Charlotte. 

The  increase  in  airline-sponsored 
airport  clubs  as  well  as  the  addition  of 
independently  owned  and  operated 
airport  business  centers  has  led  the  Air 
Travel  Card  to  publish  its  own  directon 
for  the  facilities.  The  32-page  Business 
Travel  Airport  Directory  offers  practical 
information  about  business-related  ser- 
vices available  at  the  50  busiest  airport 
hubs  in  the  U.S.  Even  better,  the 
pocket-sized  guide  is  available  free  of 
charge  to  individual  travelers  by 
calling  800-222-4688.  ■ 


w  o 


RLD  BUSINE        SS  CLASS 


I  only  ask  two  things  when  I  fly.  How  much  time  can 
I  save?  And  how  comfortable  can  I  be? 

Which  is  why  I  like  World  Business  Class""  from  Northwest 
Airlines  and  KLM.  The  Northwest  hub  in  Detroit  helps  me 
connect  to  Asia  up  to  five  hours  faster  than  other  airlines. 

And  they  give  business  flyers  like  me  more  space. 
They've  added  legroom,  reclined  the  seats  further,  and  that 
really  helps,  sleeping-wise.  More  than  adequate  for  someone 
my  size,  and  I'm  six  three. 


^...faster 
to  Asia 
than  any 
other 


ine. 


My  business  philosophy  is  no  big  secret.  You  have  to  stay 
one  step  ahead.  You've  got  to  continually  look  for  advantage. 

And  time-travel-saving  several  hours  or  even  half  a  day- 
is  a  big  one. 


Bangkok,  Thailand 


_  Published  airline  schedules  in  effect  on  January  8,  1996  for  the  week  of  May  13-19.  and  are  based  on 
&^GBr  eastbound-westbound  averages  Schedules  are  based  on  information  from  the  Official  Airline  Guide. 
"   ©1996  Northwest  Airlines.  Inc.  Northwest  recycles  over  5000  pairs  of  lost  &  unclaimed  glasses.  © 
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Counter  Intelligence 


any  busi- 
ness trav- 


car-rental  firms  are  pretty  much  the 
same.  Their  fleets  generally  feature  the 
same  mix  of  cars  from  the  same  pool  of 
car  manufacturers.  All  the  major  firms 
have  a  presence  at  all  the  major  airports. 
Most  are  well-represented  at  key  loca- 
tions in  major  cities.  And  price  differen- 
tiation has  become  less  significant. 

So,  for  executive  travelers,  it  all 
comes  down  to  service.  In  car  rental, 
good  service  for  business  travel  is  a  mat- 
ter of  counter  intelligence.  The  more 
that  business  travelers  can  avoid  or 


an  electronic  signboard  dire< 
them  to  their  cars.  The  key 
and  the  pre-printed  contraci 
are  inside  the  vehicles.  At  a 
port  locations  where  rental 
are  at  the  terminal,  Hertz  # 
Club  Gold  members  go  to 
special  pickup  area,  collect 
their  pre-printed  rental  agre 
ments  and  keys,  walk  to  the 
automobiles  and  drive  away 

Returns  Without  the 
Counter  Stop 

It's  not  quite  as  well  kno 

but  Hertz  and  Avis  also  hav 

virtually  eliminated  the 

counter  stop  for  returns. 

Hertz  offers  two  options: 

Express  Return,  which  allov 

credit-card  customers  to  drc 


The  more  that  business  travelers  can  byoass  rental  B  . 

counters,  the  better  they  like  t 


bypass  rental  counters  when  they  pick 
up  or  return  a  car,  the  better  they  like  it. 

"Stopping  at  the  rental  counter  to 
wait  for  a  contract  chock  full  of  boiler- 
plate is  the  second-most  frustrating  expe- 
rience in  travel,"  says  Stephen  Fullerton, 
a  Chicago-based  investment  banker. 
"The  most  frustrating  is  stopping  at  a 
car-rental  counter  to  turn  in  that  con- 
tract when  you  return  a  rental  car." 

No  Counter,  No  Waiting 

To  their  credit,  the  major  car-rental 
companies  have  recognized  that  business 
travelers  hate  to  wait  at  counters.  The 
solution:  Eliminate  the  counters  and  the 
waits,  and  allow  executive  travelers  to  go 
directly  from  the  gate  to  their  rental  car. 
These  so-called  instant-rental  programs 
go  by  several  names — Hertz  calls  its  plan 
Hertz  #1  Club  Gold,  Avis  offers  Avis 
Preferred,  and  National  has  adopted  the 


moniker  Emerald  Club — but  they  all 
accomplish  the  same  minor  miracle. 

Hertz  #1  Club  Gold,  the  best- 
articulated  of  the  instant-rental  programs, 
is  available  at  more  than  600  Hertz  rental 
stations  in  the  U.S.,  Canada,  Europe, 
Australia  and  New  Zealand.  For  an 
annual  fee  of  $50,  frequent  renters  com- 
plete an  enrollment  form  that  serves  as  a 
master  rental  agreement.  Hertz  main- 
tains the  renter's  preference  profile,  which 
includes  his  or  her  driver's  license  num- 
ber, credit-card  number,  choice  of  car 
class  and  insurance  preferences. 

When  renters  make  a  reservation,  the 
car  and  paperwork  are  prepared  in 
advance;  they  simply  show  their  driver's 
license  and  drive  off.  At  38  major  U.S. 
airports,  Hertz  #1  Club  Gold  members 
go  directly  from  their  arrival  gate  to  the 
Hertz  shuttle  bus.  They  are  then  driven 
directly  to  a  special  canopied  area  where 


their  contracts  in  a  special  box  and 
receive  a  receipt  by  mail;  and  Instant 
Return,  a  process  in  which  Hertz 
employees  meet  credit-card  customer 
at  the  return  lot  during  peak  hours 
and  use  hand-held  computers  to  prin 
itemized  receipts  on  the  spot. 

Both  companies  now  offer  renters 
optional  valet-return  service,  which 
not  only  eliminates  their  counter  stoj 
but  also  drives  them  to  their  departui 
terminals.  In  both  the  Avis  Return 
Valet  and  Hertz  Curbside  Return 
programs,  renters  simply  drive  their 
vehicles  to  specified  areas  of  the  retur 
lot.  A  uniformed  agent  issues  an 
on-the-spot  receipt,  and  a  company 
employee  drives  the  renter  (in  the 
rental  car)  directly  to  the  departure 
terminal.  After  the  renter  exits  the 
vehicle,  the  rental-car  employee 
returns  the  car.  ■ 


Vloving  you  faster  through  airports 
is  hardly  foreign  to  us. 


Heitz#l  Club  Gold! 
The  standard  for  speed 
and  peace  of  mind 
worldwide. 

(T)very  business  day  throughout  the 
U.S.,  thousands  of  business  people 
trust  the  speed  and  consistency  of 
Hertz  #1  Club  Gold. 

(T)t  is,  after  all,  Hertz'  fastest  way  to 
rent  a  car.  No  waiting  in  long  lines.  No 
unnecessary  paperwork.  Nothing  to 
slow  you  down. 

(A)nd  now  Hertz  #1  Club  Gold  has 
expanded  around  the  world.  In  fact, 
Hertz  #1  Club  Gold  is  available  world- 
wide, including  Europe,  Canada, 
Australia  and  New  Zealand. 

(s)o  you  can  expect  consistent  service 
as  only  the  world's  premier  car  rental 
company  can  provide-whether  you're 
travelling  to  Perth,  Paris  or  Portland. 

(a)s  a  member  of  Hertz  #1  Club  Gold, 
you'll  be  part  of  a  vast  global  network 
dedicated  to  serving  you.  And  no  mat- 
ter where  you  travel,  Hertz  #1  Club 
Gold  is  supported  by  more  than 
19,000  Hertz  employees  worldwide 
dedicated  to  treating  you  with  cour- 
tesy, knowledge  and  respect. 

(s)o  while  business  may  take  you  to 
many  different  countries,  with  Hertz 
#1  Club  Gold,  you  can  always  expect 
only  one  type  of  service.  The  best. 


lertz  rents  Fords  and  other  fine  cars. 

I  '  REG.  U.S.  PAT.  OFF.  ©  HERTZ  SYSTEM  INC..  1996/042-')'.. 


exactly. 
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Service:  The  Best  Amenity 

"Executives  don't  want  excuses  or  explanations.  If  you  don 
do  it  right,  every  time,  all  the  time,  they  don't  come  back. 


xecutive  travelers 
have  lived 
through  all  the 
hotel-amenities 
wars.  Their  waist- 
lines have  survived  the 
barrage  of  increasingly  fancy 
mints  on  their  pillows  at  turndown. 
Their  hair  has  even  escaped  the  ravages 
of  mink-oil  shampoo  and  avocado  con- 
ditioner in  the  guest-room  bathrooms. 

So  what  do  hotels  have  in  store  now 
for  executive  travelers?  Actually,  what 
the  best  hotels  in  the  world  are  serving 
up  these  days  is 
service. 

"Business  trav- 
elers value  consis- 
tency and 
dependability 
above  all  else. 
That's  what  hotels 
have  to  deliver  to 
distinguish  them- 
selves," says  Kathy 
Townshend,  an 
executive  at 
Marriott  Hotels 
and  Suites.  "It's 
not  just  one  prod- 
uct or  service.  It's 
a  package  of 
things  that  helps 

business  travelers    Hotel  Marquis  Reforma, 

concentrate  on 

their  business,  not  on  the  hotel  where 
they  are  staying." 

The  First  Service:  Location 

So  what's  in  that  package?  For  starters, 
the  right  location.  No  matter  how  fancy 
it  may  be,  it  doesn't  mean  a  thing  if  the 
hotel  itself  isn't  in  the  proper  place. 

"You  won't  find  one  Nikko  hotel  that 


looks  anything  like  another  Nikko,  but 
one  thing  you  will  find  is  that  each  one  is 
located  in  the  right  place  for  business  trav- 
elers," says  Craig  Daun,  corporate  director 
of  marketing  for  Nikko  Hotels  USA.  It's 
hard  to  quibble  with  Daun's  assessment. 
Nikko's  New  York  property,  the  Essex 
House,  is  situated  on  Central  Park.  Its 
Honolulu  hotel,  the  Ilikai,  is  the  closest 
top-notch  hotel  to  the  city's  business  dis- 
trict. And  its  Los  Angeles  property,  the 
Hotel  Nikko,  is  located  in  Beverly  Hills. 

Having  proximity  to  the  places  busi- 
ness travelers  do  business  is  crucial  for 
boutique  hotels, 
exclusive  hotel 
groups  and  even 
the  big  chains. 

In  Mexico 
City,  the  elegant, 
209-room 
Hotel  Marquis 
Reforma  boasts 
excellent  service 
and  a  wide  array 
of  special  ameni- 
ties, but  its  pri- 
mary attraction 
is  perfect  loca- 
tion. Situated 
on  the  Paseo 
de  la  Reforma, 
the  Marquis 
Reforma  is  in  the 
heart  of  the  city's 
cultural  district,  just  minutes  from  the 
Zona  Rosa,  and  within  easy  walking  dis- 
tance of  Mexico  City's  major  corporate 
headquarters,  finest  restaurants  and 
most  famous  nightclubs. 

In  the  Washington,  D.C.,  area,  the 
Ritz-Carlton  Hotel  Company  maintains 
properties  in  the  district  itself  as  well  as 
in  Tysons  Corner  and  Pentagon  City,  Va. 


Mexico  City 


And  consider  how  Marriott  rings  New 
York:  There  are  Marriotts  in  the  Wall 
Street  area,  in  the  East  Side  business  di 
trict,  at  Times  Square,  near  key  subur- 
ban business  centers  and  at  the  airport! 

All  Services  on  the  Premise 

Another  crucial  service  business  tra\ 
elers  require  from  any  good  hotel  is  a  li 
of  on-site  physical  amenities:  a  health 
club,  one  or  more  excellent  restaurants 
express  check-in  and  check-out  facilitie 
a  full-service  business  center  and  what- 
ever else  is  needed  to  keep  executive 
travelers  at  the  top  of  their  game. 

"The  business  traveler  is  thinking 
about  business,  not  about  the  hotel,  so 
it's  not  enough  to  have  a  health  club  an 
then  keep  it  open  only  from  8  a.m.  to 
6  p.m.,"  says  Townshend.  "Unless  it's 
open  whenever  the  business  traveler 
needs  it,  it's  useless."  Nikko's  Daun 
agrees:  "Just  having  a  restaurant  isn't  th 
point.  It's  got  to  be  a  dining  room  thai 
the  business  traveler  feels  can  be  used  t 
impress  and  entertain  clients,"  he  says. 
"That's  why  our  hotels  always  have  top 
notch  restaurants.  It  gives  our  guests  t 
confidence  that  they  can  use  the  hotel 
the  anchor  of  their  stay." 

The  Ultimate  Service: 
Consistency 

Perhaps  most  important  of  all, 
executive  travelers  expect  total  consis 
tency  in  the  delivery  of  any  service  the 
hotel  provides.  "Business  travelers  just 
assume  that  you  can  do  everything 
they  need  done,"  notes  Raymond 
Bickson,  general  manager  of  The  Marl< 
Hotel  in  New  York.  "They  don't  want 
excuses  or  explanations.  If  you  don't  d 
it  right,  every  time,  all  the  time,  they 
don't  come  back."  I 
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avelplans 


Maximizing  Ydur  Mile 


CLUB  MARQUIS 


hen  it 
comes  to 
frequent- 
travel  pro- 
grams, its  not  how  many 
you  join,  but  how  many 
miles  and  points  you  accu- 
mulate— and  how  well  you 
concentrate  them.  No  mat- 
ter the  sponsoring  airline  or 
hotel,  frequent-travel  pro- 
grams are  designed  to  offer 
awards  that  are  dispropor- 
tionately more  valuable  at 
their  highest  levels.  The  more 
programs  you  collect,  the 
more  you  dissipate  your  miles, 
earning  only  lower-value  awards.  The  best 
way  to  maximize  the  financial  benefit  of 
your  miles  is  to  concentrate  your  earnings 
in  as  few  programs  as  possible. 

Concentrate  on  Value 

Consider  a  business  traveler  who  earns 
100,000  frequent-flyer  miles.  If  the  trav- 
eler has  earned  those  miles  through  four 
separate  airlines,  he  or  she  will  earn  one 
restricted,  domestic  roundtrip  ticket  from 
each  carrier.  Assuming  the  awards  are 
claimed  for  four  roundtrip  tickets 
between  New  York  and  Los  Angeles,  they 
buy  about  $1,600  worth  of  travel,  since 
restricted  roundtrips  between  the  two 
cities  cost  about  $400  each. 

If  those  same  100,000  miles  are  con- 
centrated in  just  one  frequent- flyer  plan, 
they  yield  awards  of  substantially  higher 
financial  value.  Members  of  the  United 
Airlines  Mileage  Plus  or  the  Northwest 
WorldPerks  program  can  use  100,000 
miles  for  two  first-class  roundtrips  to 
Hawaii,  tickets  that  currently  cost  as 
much  as  $8,800.  Do  the  math:  Your 
100,000  frequent-flyer  miles  can  be 
worth  as  little  as  $1,600  or  as  much  as 
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$8,800,  depending  on  how  scrupulously 
you've  concentrated  them. 

Know  Your  Partners 

Concentrating  miles  no  longer 
requires  flying  just  one  carrier.  Even 
domestic  competitors  sometimes  team  up 
in  the  same  program.  America  West 
offers  miles  in  Continental  s  OnePass 
program,  and  Alaska  Airlines  gives  travel- 
ers miles  in  Northwests  WorldPerks. 
And  all  of  the  nation's  major  carriers  have 
a  slew  of  foreign-carrier  partners.  United 
Airlines,  for  one,  has  no  fewer  than  a 
dozen  international  airline  partners. 

You  can  also  maximize  your  miles  by 
patronizing  your  airlines'  car-rental  and 
hotel  partners.  Hertz  offers  miles  in  the  fre- 
quent-flyer programs  of  eight  separate  U.S. 
carriers,  virtually  assuring  that  you  can  add 
earnings  to  your  frequent-flyer  program 
whenever  you  rent  an  automobile.  Hotels 
are  similarly  conscious  of  making  sure  their 
guests  earn  frequent-flyer  miles.  Major 
chains  such  as  Hyatt,  Sheraton  and  Inter- 
Continental  participate  in  frequent-flyer 
programs.  Marriott  Hotels  and  Resorts, 
which  already  runs  a  successful  Honored 
Guest  Awards  frequent-stay  plan,  has  even 


gone  so  far  as  to  start  its  own 
mileage  program.  The  Marriott 
Miles  frequent-flyer  program 
allows  travelers  to  earn  miles  for 
Marriott  stays  in  ten  airline  pro- 
grams. It  even  offers  bonus  mile 
after  every  fifth  stay. 

Non-travel  partners  also  pai 
ticipate  in  the  frequent-flyer  p 
grams.  Most  plans  have  long 
distance  calling  partners  (Unit 
Mileage  Plus  offers  miles  for  makii 
GTE  Airfone  calls),  restaurant  partners 
and  even  flower-by-wire  partners. 

Play  Your  Cards  Right 

One  of  the  quickest  methods  for  pic 
ing  up  extra  frequent-flyer  miles  or 
frequent-stay  points  is  via  an  "affinity" 
credit  card.  Most  airline  frequent-flyer 
plans  now  offer  a  Visa  or  MasterCard. 
Delta  Air  Lines  has  hooked  up  with  tho 
American  Express  Optima  Card.  All  tf 
cards  offer  one  frequent-flyer  mile  for 
every  dollar  spent.  Even  hotel  frequent 
stay  programs  now  issue  affinity  credit 
cards.  Hilton  Hotels  recently  began  of 
ing  an  American  Express  Optima  Card 
members  of  its  Hilton  HHonors  progra 
and  Marriott  Honored  Guest  Awards 
recently  tied  in  with  Visa. 

Also  of  note  in  the  credit-card  aren 
American  Express  Membership  Rewarc 
Cardmembers  who  sign  up  for  this  pre 
gram  receive  one  point  for  each  dollar 
charged  to  their  qualifying  American 
Express  or  Optima  cards.  Those  point 
can  be  exchanged  for  frequent-flyer  mi 
or  a  raft  of  other  offers:  gift  certificates 
from  retailers  like  Saks  Fifth  Avenue,  h 
stays  or  complete  vacation  packages.  I 


If  Fifty  Years  Of  Experience 
Across  The  Atlantic  Has 
Taught  Us  Anything, 
It's  That  You  Can't  Rest  On 
Fifty  Years  Of  Experience. 

The  employee  owners  oj  TWA  are  proud  to  celebrate  fifty  years  of  transatlantic  service.  More  than 
ever,  we're  up  to  something  good  in  Europe  -  and  the  rest  oj  our  over  80  destinations  worldwide. 


London  Paris  Lisbon 


Riyadh  Tel  Aviv  Athens 


Madrid  Barcelona  Rome 


Milan  Cairo  Frankfurt 


Visit  us  at  http://www.twa.com 


TRENDSETTERS 
ARE  LEADING 
THE  WAY  TO 
THE  MARQUIS 
REFORMA  HOTEL 
IN  MEXICO  CITY 


We  know  you  are  a 
Trendsetter.. .you  like  to  be 
ahead  of  the  crowd.  You  like  to 
enjoy  a  comfortable  and 
luxurious  atmosphere  as  well  as 
the  latest  technology.  That  is 
why  we  know  you  will  like  the 
Marquis  Reforma,  the  small  and 
luxurious  Hotel  in  Mexico  City. 
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THE  SMALL  AND  LUXURIOUS 
HOTEL  IN  MEXICO  CITY 


one  of 

otthe 
'World 


Paseo  de  la  Reforma  465 
Col.  Cuauhtemoc  CP.  06500 
Mexico  D.F.  211-3600 
U.S.A.  Reservations: 
1(800)223-6800 
1(800)  525-4800 
1(800)  2352387 
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techtravel 


|  on't  try  to  deny  it: 
I  You,  along  with 
1  most  other  busi- 
*;  ness  travelers,  are 
obsessed  with 
working  every 
waking  minute 
on  the  road. 
■■■■     You've  been 
observed  by  the  general  manager  bash- 
ing away  at  your  laptop  in  the  hotel's 
ornate  lobby.  Flight  attendants  have 
seen  you  making  calls  from  your  sleeper 
seat  35,000  feet  in  the  air.  Electronics- 
store  managers  recognize  you  prowling 
their  aisles  just  before  closing  time  in 
search  of  a  battery  or  cable  so  you  can 
work  all  night  in  your  hotel  room. 

The  widespread  availability  of  inex- 
pensive high-tech  tools  like  cellular 
telephones  and  computer  fax  modems 
has  fundamentally  changed  the  nature 
of  executive 
travel.  Your 
"office"  travels 
with  you  any- 
where you  go. 
Woe  to  the 
hotel  or  airline 
that  doesn't 


equip  you 
with  the  tools 
you  need  to 
work  your  way 
around  the 
world. 

"The  guest 
room  is  no 
longer  just  a 


The  Omnipotent  Office 


Business  travelers  want  to  work 
every  minute  on  the  road,  and 
high-tech  tools  make  it  possible. 


place  for  business  travelers  to  sleep," 
explains  Raymond  Bickson,  general 
manager  of  The  Mark,  an  elegant  hotel 
on  New  York's  Madison  Avenue. 
"Guest  rooms  now  have  to  work  as  the 
business  traveler's  office  away  from 
home.  The  room  has  got  to  have  two 
phone  lines,  a  speakerphone,  dataports, 
voice  mail,  access  to  faxes.  It's  all 
expected  now." 

The  Office  at  Your  Hotel 

As  Bickson  notes,  executive  travelers 
simply  assume  high-tech  business  tools 
will  be  waiting  for  them  in  their  rooms. 
That  has  led  many  major  hotel  chains — 
including  Hyatt,  Loews,  Westin  and 
Sheraton — to  create  special  "business 
class"  guest  rooms.  These  rooms  are  usual 
ly  located  in  a  separate  area  of  the  hotel 
and  are  typically  outfitted  with  office 
amenities  like  fax  machines  and  compute: 


ln-room  amenities  at  the  Hotel  Nikko  at  Beverly  Hill! 


Talk  As  Long  As  You  Want  For  $15  Per  Call. 


Now  you  can  use  Airfone"  Service  for  whatever  you  want,  as  long  as  you  want.  And  it'll  only  cost  you  $15  per  call. 
Sending  a  12-page  fax?  It's  15  bucks.  Reviewing  all  20  of  your  voicemail  messages?  You  get  the  idea.  There's  never  been 
a  more  efficient  use  of  your  time.  Or  your  money.  Airfone"  Service  from  GTE.  Digital  voice,  fax,  data,  or  whatever. 

iniJ  Airfone 

iTE  Airfone  Incorporated  operates  under  a  license  issued  by  the  Federal  Communications  Commission  (FCC)  The  liability  of  the  air  carrier  and  GTE  Airfone  Incorporated  for  failure  of  communications  is  limited  to  call 
arges  only  Tariff  available  upon  request.  Airfone  is  a  registered  service  mark  of  GTE  Airfone  Incorporated  S  1  996,  GTE  Airfone  Incorporated  All  nghts  reserved  Complaints  may  be  directed  to:  Federal  Communications 
mmission,  Enforcement  Division,  1 9 1 9  M  St.  NW,  Washington  D  C  20554  $  1 5  (plus  applicable  tax)  per  call  applies  to  domestic  calls  placed  on  board  aircraft  equipped  with  Airfone  Service  Rates  subject  to  change 


IffEfrechtravel 

printers.  But  business  travelers  pay  for  the 
privilege,  usually  $  1 5  to  $30  over  the  reg- 
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ular  room  rate. 


Guest  Rooms  That  Work 

Hotel  companies  such  as  Nikko  and 


end  of  the  year. 

Rather  than  segregate  business  travel- 
ers in  separate  types  of  accommodations, 
Nikko  takes  a  hotel-wide  approach  to  its 
executive  services.  Each  of  its  North 
American  properties  offers  an  extensive 


nications  center.  GTE  Airfone  has 
already  moved  into  the  digital  age. 
Besides  allowing  business  travelers  to 
make  voice  calls,  GTE  digital  technolo^ 
allows  them  to  plug  their  laptop  compii 
ers  and  modems  into  the  phone.  That 


This  no-boundaries,  on-the-road  work  environment 

requires  a  unique  type  of  technical  support. 


Marriott  offer  even  better  solutions. 
Marriott's  Rooms  That  Work  concept 
carries  no  nightly  surcharge,  but  offers 
all  the  in-room  business  amenities  an 
executive  traveler  needs:  an  oversized 
desk  and  work  station,  ergonomic  seat- 
ing and  task  lighting,  and  dataports  and 
electrical  outlets  at  desk  height  so  guests 
needn't  crawl  around  on  the  floor  in 
search  of  connections.  More  than 
20,000  Rooms  That  Work  will  be  avail- 
able at  the  nation's  300  Marriotts  by  the 


on-site  business  center,  while  most  of  its 
guest  rooms  offer  in-room  faxes  and 
multiline  phones  with  dataports. 

Plug  In  on  the  Plane 

The  airplane  traditionally  has  been  a 
dead  zone  for  virtual  offices,  but  no 
more.  Several  companies — including 
GTE  Airfone,  the  pioneer  of  in-flight 
telephones,  AT&T  Wireless  and  In- 
Flight  Phone — are  rushing  to  turn  the 
airline  phone  into  a  full-service  commu- 


means  fax  and  data  transmissions  from 
the  air  to  the  ground  and  vice  versa. 

The  Final  Frontier 

Business  travelers  can  work  with  full 
confidence  and  connectability  even  on 
international  flights.  United  Airlines  ha 
equipped  its  international  fleet  with  a 
combination  of  GTE  Airfones  and  satel 
lite  technology,  allowing  business  travel 
ers  to  make  calls — or  send  faxes  generate 
by  laptop  computer — from  anywhere  in 
the  world  the  plane  is  flying. 

Back  On  Earth 

This  no-boundaries,  on-the-road 
work  environment  requires  a  unique 
type  of  technical  support.  Many  execu- 
tive travelers  rely  on  mail-order  com- 
puter houses  such  as  Mac  Zone  (800- 
248-0800)  or  Micro  Warehouse  (800- 
367-7080)  for  overnight  delivery  of  ga< 
gets.  Others  turn  to  a  mail-order  specij 
ist  like  Magellan's  (800-962-4943),  a 
California  firm  that  stocks  a  wide  arraj 
of  travel  goods.  Still  others  search  for 
their  needs  at  major  computer  retailers 
such  as  Computer  City  or  CompUSA. 

Another  excellent  source  of  high-tecl 
products  on  demand  is  Radio  Shack 
(800-843-7422).  It  has  nearly  7,000 
retail  shops  around  the  country — try  to 
think  of  one  mall  you've  visited  that 
didn't  have  a  Radio  Shack — and  each  oj 
sells  virtually  everything  a  business  travc 
er  uses:  laptop  computers,  modems  and 
printers;  phone  jacks,  cables  and  batteri 
fax  machines  and  cell  phones;  and  all  trl 
high-tech  accouterments  that  workahol 
business  travelers  need.  H 

Author  Joe  Brancatelli  is  travel  adviser  to\ 
Travel  Holiday  Magazine  and  a  business- 
travel  columnist  for  several  national  magazin 


Need  a 
little  help 
with 
a  b  ig 
decision? 


Are  you  doing  the  right 
thing?  Can  you  really 
afford  it?  What  kind  of 
strings  are  attached?  Suppose 
it  doesn't  work  out7  You 
need  good  advice  when  you 
purchase  a  cellular  phone.  So, 
before  you  take  the  plunge, 
come  to  RadioShack  and  we'll 
help  you  make  the  right 
commitment. ...before  it's  too 
late.  For  a  store  near  you, 
call  1-800-THE-SHACK. 


You've  got  questions. 
We've  got  answers.® 
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EcompFomisingo 
Just  Lil 


At  Nikko  Hotels  throughout 
North  America,  you  will  experience  the 
incomparable  services  and  amenities 
of  a  world-class  luxury  hotel.  You  will 
also  find  a  dedicated  staff  committed  to 
excellence... anticipating  and  exceeding 
the  needs  of  the  business  traveler. 


Spacious  rooms  designed  for  the  business 
traveler.  Voice  mail,  dataports,  many  with 
in-room  fax  machines.  A  fully  equipped 


Executive  Business  Center  with  computers, 
printers. ..everything  to  rival  your  own  office  and  available  whenever  you 
need  it.  Even  a  state-of-the-art  Fitness  Center.  All  with  the 
hospitality  and  attention  to  detail  that  has  become  a  Nikko  tradition. 


Nikko  Hotels.  An  uncomplicated 
approach  to  luxury.  In  North  America's 
most  dynamic  cities,  the  uncompromising 
choice  for  the  business  traveler. 


ii 

nikko  hotels  international 

SIMPLY  EVERYTHING.  SIMPLY. 

For  reservations  at  any  Nikko  Hotel  call  your  travel  professional  or  I  MO. NIKKO.  VS. 
Or  simply  fax  your  reservation  to  1 .800.544.4455. 

Over  40  Nikko  Hotels  worldwide 
In  North  America:  New  York  (Essex  House)  •  Atlanta  •  Chicago  •  San  Francisco  •  Los  Angeles  •  Honolulu  (Ilikai)  •  Mexico  City 


Hundreds  of  useful  worldwide  Web  sites  are 
available  to  executive  travelers  searching  for 
travel  news  and  information.  Here  are  some  of  the 
most  important  ones.  (All  Web  sites  listed  below 
require  the  prefix  http://  before  the  address.) 

America  West:  www.americawest.com 
American:  www.amrcorp.com 
British  Airways:  www.british  airways.com 
Continental:  www.flycoiitinental.com 
Delta:  www.delta-air.com 
Northwest:  www.nwa.com 
Qantas:  wwwqantas.com.se 
SAS  Scandinavian:  www.sas.se 
Southwest:  www.iflyswa.com 
TWA:  wwwtwa.com 
United:  www.nal.com 
USAir:  www.usair.com 

Best  Western:  www.bestwestern.com 
Crowne  Plaza:  www.crowneplaza.com 
Hilton:  www.hilton.com 
Holiday  Inn:  www.holiday-inn.com 
Hyatt:  www.hyatt.com 
Loews:  www.loewshotels.com 
Marriott:  www.marriott.com 
Pan  Pacific:  www.panpac.com 
Shangri-La:  www.shangri-la.com 
Sheraton:  www.sheraton.com 
UVestin:  www.westin.com 

Imerican  Express: 
ivww.americanexpress.com 

iusiness  Traveler  Magazine: 
jvww.btonline.com 

1/licroWarehouse:  www.warehouse.com 
ladio  Shack:  www.tandy.com 
ikyguide:  www.amexpub.com/skyguide 
Travel  Channel:  www.travelchannel.com 


Business  Traveler  Onfne:  wwwHztravel.com 
i  titernet  Travel  Fair:  www.travelfair.com 
I  ravelFile:  www.TravelFile.com 
ravelin!  o:  www.travelinfo.com 
ravelocity:  www.travelocity.com 
I  ravel.Org:  www.travel.org 
I  ravelWeb:  vwimv.travelweb.com 


Best  Frequent  Flyer  Awards  Program  two  years  in  a  row. 
What's  different  about  United  s  Mileage  Plus®?  Maybe  it's  that  we  don't  just  work  here,  we  own  the  airline. 
Maybe  because  of  that,  we  work  just  a  little  bit  harder.  Thanks  for  noticing.  Again. 

UU  United  Airlines 

u  s 

[Tie  readers  of  Inside  Flyer  magazine  voted  I  niled  Airlines  "'Best  Frequent  Flyer  Awards  Program"  once  again.  Speaking  of  awards,  you  should  be  given  one  for  being  able  to  read  type  this  small.  ip| 
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POINT  OF  VIEW 


A  revolution 
that  paid  off 


BY  STEVE  H.  HANKE 


Steve  H.  Hanke  is  a 
professor  of  Applied 
Economics  at 
The  Johns  Hopkins 
University  in  Baltimore. 


Economic  freedom  and  unfettered  markets 
go  together  with  growth  and  prosperity.  Inter- 
ventionism  and  socialism,  on  the  other  hand, 
inhibit  prosperity.  Economic  theory,  common 
sense  and  casual  observation  all  confirm  this 
truth.  And  now  we  have  the  facts. 

Earlier  this  year  Canada's  Fraser  Institute 
and  the  Cato  Institute  in  Washington,  D.C. 
jointly  published  Economic  Freedom  of  the 
World  ($22.95).  Ten  years  in  the  making,  this 
superb  book  tracks  economic  freedom  in  102 
countries  over  the  past  20  years.  Its  conclusion 
couldn't  be  more  emphatic:  The  more  eco- 
nomic freedom  a  country  has,  the  more  eco- 
nomic growth  and  prosperity  its  citizens  en- 
joy. The  per  capita  real  GDP  in  countries  that 
received  "A"  grades  for  economic  freedom 
doubled  in  one  generation  and  grew  on  average 
twice  as  fast  as  those  with  "C"  grades.  They 
grew  four  times  more  rapidly  than  those  that 
received  failing  marks. 

This  coupling  of  freedom  and  prosperity 
wasn't  always  generally  acknowledged.  Follow- 
ing his  1984  tour  of  the  Soviet  Union,  John 
Kenneth  Galbraith  wrote  in  the  New  Yorker 
about  the  glories  of  the  Soviet  economy.  Arti- 
cles were  still  appearing  in  high-brow  liberal 
publications  about  the  crisis  of  capitalism. 

Of  course,  Galbraith  and  his  glib  ilk  were 
missing  the  real  story.  Margaret  Thatcher  and 
Ronald  Reagan  had  already  begun  to  move 
public  opinion  toward  an  embrace  of  freer  mar- 
kets. In  1984,  the  same  year  Galbraith  visited 
Moscow  and  Leningrad,  a  new  Labor  govern- 
ment was  installed  in  New  Zealand. 

What  happened  next  surprised  a  lot  of 
people.  This  longtime  stronghold  of  inter- 
ventionist government  moved  sharply  to- 
ward freedom.  The  revolutionary  free -market 
ideas  of  Labor's  finance  minister,  Roger 
Douglas,  even  contaminated  New  Zealand's 
conservative  National  Party.  Consequently, 
both  political  parties  have  introduced  one  in- 
novative reform  after  another,  and  New 
Zealand  has  realized  the  largest  increase  in 
economic  freedom  in  the  world  since  1985. 
It  now  ranks  third-highest  in  the  world  in 
economic  freedom,  just  behind  Hong  Kong 
and  Singapore.  Guess  what?  The  IMF's  World 
Economic  Outlook  issued  last  month  fore- 
casts that  New  Zealand's  real  GDP  growth  rate 
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will  average  3.95%  over  the  next  two  years, 
compared  with  a  2.3%  average  for  all  industri- 
al countries. 

I  consider  New  Zealand  an  ideal  place  for 
investment.  The  country  adopted  a  unique 
monetary  constitution  in  1989.  The  central 
bank  must  enter  into  a  contract  with  the  govern- 
ment to  deliver  over  a  three-year  period  infla- 
tion rates  that  fall  within  a  range  determined  by 
the  government.  Under  the  current  contract, 
the  annual  underlying  inflation  target  is  be- 
tween 0%  and  2%.  To  produce  this  target,  the 
central  bank  can  take  whatever  monetary  steps  it 
thinks  necessary,  without  the  threat  of  gov- 
ernment interference. 

What  happens  if  the  central  bank  fails  to 
deliver  the  inflation  rate  contracted  for?  The 
governor  of  the  central  bank  gets  fired.  This 
contracting-out  arrangement  works  well.  Con- 
sumer prices  rose  by  2.3%  last  year,  and  the  IMF 
forecasts  a  1.9%  increase  for  1996  and  1.4%  for 
1997.  The  currency  is  solid  as  a  rock.  Since  late 
1995  it  has  appreciated  about  4.5%  against  a 
buoyant  U.S.  dollar. 

While  other  industrial  countries  have  fi- 
nanced their  welfare  states  by  increasing  taxes 

I  consider  New  Zealand  an 
ideal  place  for  investment. 


and  issuing  mountains  of  debt,  New  Zealand 
has  unwound  the  welfare  state  and  accepted 
fiscal  prudence. 

The  foundation  of  these  reforms  is  the  fiscal 
accounts,  which  are  prepared  by  following  gen- 
erally accepted  accounting  practice,  putting 
the  government's  books  on  a  similar  basis  to 
those  of  publicly  traded  companies.  There's 
little  room  for  politically  inspired  shell  games 
with  the  numbers. 

Just  look  at  those  numbers.  Net  public  debt 
has  been  reduced  from  52%  of  GDP  in  1992  to 
37.6%  last  year,  and  is  scheduled  to  fall  to 
17.6%  by  1999. 

Unlike  America's  freshman  Republicans 
of  1994,  who  have  spent  two  years  getting 
exactly  nowhere,  New  Zealand's  revolution- 
aries have  made  a  difference.  New  Zealand 
bonds  and  equities  are  undervalued.  Buy 
them  and  put  them  away.  This  is  a  revolution 
worth  investing  in.  Hi 
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Partnerships  In 
Engineering  Excellence 

Parker  Hannifin  and  The  Raymond  Corporation: 
Rising  to  New  Heights  in  Materials  Handling  Efficiency 


Today's  consumers  demand  choice.  If  retailers  don't  offer 
it,  they  go  somewhere  else.  That's  why  the  number  of 
items  stocked  by  large  mass  merchandisers  has  more 
than  doubled  in  the  last  20  years. 


EAS/  Reach-Fork'  truck  by  Raymond  in  use  at  the  Parker  Parflex  Division  plant  in  Ravenna 


As  the  number  of  products  keeps  rising,  warehouse 
and  stocking  space  becomes  more  limited,  which  further 
increases  worldwide  demand  for  the  unique  and  highly 
efficient  forklift  trucks  designed  and  manufactured  by  The 
Raymond  Corporation. 

Parker  Hannifin  is  proud  to  be  the  exclusive  supplier 
of  fluid  connectors  and  hydraulic  cylinders  for  the 
complete  line  of  Raymond3  lift  trucks  which  are  built  at 
state-of-the-art  manufacturing  facilities  in  Greene,  N.Y 
and  Brantford,  Ontario,  Canada. 

Raymond  trucks  are  battery  powered,  to  operate 
cleanly.  They  travel  fast,  maneuver  easily  in  tight  spaces, 
yet  they  can  reach,  transport  and  retrieve  up  to  4,000- 
pound  loads  to  and  from  storage  bins  as  high  as  60  feet. 
They  also  feature  computer-integrated,  ergonomic  con- 
trols which  help  operators  shave  cost-saving  seconds 
from  each  cycle. 

Success,  Powered  by  a  Partnership 

Hydraulic  systems  play  a  critical  role  in  the  operation  of 
all  kinds  of  industrial  equipment,  especially  lift  trucks. 
Thanks  to  a  close  working  partnership  with  Parker, 
Raymond  trucks  have  hydraulic  systems  that  set  new 
benchmarks  for  reliability  and  performance. 


Since  1991,  Parker  engineers  have  worked  alongside 
Raymond  engineers  to  design  hydraulic  systems  that 
answer  a  challenging  combination  of  needs: 

■  More  efficient  flow  paths  to  minimize  pressure 
drops  and  put  less  stress  on  batteries  and 
reduce  energy  requirements. 

■  Fewer  hydraulic  connectors  to  reduce  the 
number  of  parts  required  and  lower  manufac- 
turing costs. 

■  More  simplified  hydraulic  hose  and  connector 
assemblies  to  reduce  costs. 

The  result  is  a  line  of  forklift  trucks  that 
cost  less  to  buy,  operate  and  maintain  -  a  line 
of  trucks  with  hydraulic  systems  so  reliable  that 
Parker  guarantees  them  to  be  leak-free  for 
three  full  years. 

Says  Raymond  President  and  Chief 
Operating  Officer  Jim  Malvaso,  "Parker  didn't 
stop  with  system  design.  They  also  trained 
our  assembly-line  associates  in  the  most 
efficient  procedures,  using  Parker  crimpers. 
They  helped  test  systems  prior  to  market  introduction. 
They  even  worked  with  our  Parts  Distribution  Center 
in  East  Syracuse  to  help  us  gain  a  bigger  share  of 
aftermarket  sales." 

Mutual  Goals  -  Mutual  Rewards 

Says  Raymond  Chairman  and  Chief  Executive  Officer 
Ross  Colquhoun,  "Parker  has  consistently  exceeded 
our  standards  for  quality,  cost  and  just-in-time  delivery. 
And,  Parker  was  unique  in  its  willingness  to  be  part  of  our 
product  development  team  -  to  actually  help  us  get  our 
product  to  market. 

"  Parker  kept  the  people  in  the  relationship.  And  that's 
critical.  Because  companies  don't  buy  from  companies. 
People  buy  from  people." 

In  1995,  Parker's  sales  grew  to  over  $3.2  billion,  with 
record  earnings;  serving  over  300,000  customers  around 
the  world. 

The  key  to  growth  for  Parker  has  been,  and  will  con- 
tinue to  be,  its  ability  to  provide  premier  customer  service 
based  on  close  working  relationships.  Parker  calls  them 
"Partnerships  In  Vital  Technologies,"  and  Raymond  serves 
as  an  outstanding  example. 


ILH3 


*arker  and  Raymond...  raising  the  standards 
n  materials  handling  performance. 


unded  in  1922,  The  Raymond  Corpor- 
on  has  a  long  history  of  innovation  in 
iterials  handling.  It  was  the  first  to  intro- 
■ce  a  commercially-successful  hydraulic 
:  truck.  The  first  to  introduce  an  electri- 
ly-powered,  narrow  aisle  truck.  And  the 
?t  to  use  computer-integrated  ergonomic 
itrols  to  enhance  operator  performance. 
Building  on  this  leadership  is  the 
ssion  of  Ross  Colquhoun,  Chairman 
i  CEO.  Mr.  Colquhoun  is  a  believer 
research  and  development,  continuous 
iployee  training,  and  teamwork  -  not  just 
m  employees  but  from  suppliers  as  well. 


Parker  is  proud  to  be  a  part  of  the 
Raymond  team  -  from  the  early  stages 
of  product  design,  right  on  through  to  the 
manufacturing  floor. 

Working  together,  Parker  and  Raymond 
people  designed  hydraulic  systems  that 
extend  battery  life,  and  lower  product 
costs  while  increasing  performance.  We 
have  also  improved  system  reliability 
with  hoses  and  connectors  guaranteed  to 
be  leak-free  for  three  full  years. 

Delivering  premier  customer  service 
through  partnerships  with  our  customers 
-  such  as  Raymond  -  is  a  key  reason  why 


Parker  now  manufacturers  the  industry's 
broadest  line  of  hydraulic,  pneumatic  and 
electromechanical  components  and 
systems.  Our  customers  are  industrial, 
aerospace  and  automotive  leaders  -  the 
world  over. 

For  more  information,  write  for  our 
annual  report:  Parker  Hannifin  Corpor- 
ation, Dept.  FB-125,  17325  Euclid 
Avenue,  Cleveland,  Ohio  44112-1290. 
For  product  information,  call 
1-800-C  PARKER  (1-800-272-7537). 


pnon  PH-NYSE 

A  partnership  in  vital  technologies    S  7T3 


Antibusiness  activists  follow  U.S.  firms 
abroad  and  harass  them  on  foreign  turf. 
And  you,  the  taxpayer,  are  paying  for  the  harassment. 

Environmental 
imperialism 

By  Brigid  McMenamin 

§  Spelled  out  in  a  confidential  report 
|  from  a  group  of  radical  Indonesians 
1  are  the  tactics  of  a  campaign  under- 
taken with  American  activists  to  ha- 
rass New  Orleans- based  Freeport  - 
McMoRan  Copper  &  Gold  Inc.  The 
group  claims  Freeport1s  Indonesian 
mining  subsidiary  is  polluting  the  rel 
mote  Indonesian  province  of  Irian 
Jaya  and  destroying  the  way  of  life  o 
the  local  tribesmen. 

In  fact,  Freeport  spends  millions  tc 
repair  land  littered  with  mine  wastes 
planting  grass  and  crops.  It  even  buil 
a  $2  million  lab  devoted  to  testing 
local  fish,  water  and  plants  to  make 
sure  they  aren't  contaminated.  Free- 
port  provides  well -paying  jobs,  and 
helps  finance  education  and  health 
care  in  a  backward  area. 

With  demonstrations  in  Irian  Jay. 
and  in  the  U.S.  the  activists  put  heavN 
pressure  on  Freeport,  which,  in  the 
end,  paid  what  amounts  to  blackmai 
to  the  activists. 

Guess  who  financed  the  antibusi 
ness  activists?  You  did,  or  rather,  the 
U.S.  government  did.  American  anti 
business  groups  and  self-styled  envi 
ronmentalists  have  turned  U.S.  for 
eign  aid  into  a  formidable  weapor 
that  is  undermining  free  enterpris« 
and  putting  American  businesses  at . 
disadvantage  to  their  foreign  compet 
itors.  Most  governments  suppor 
their  business  people  abroad.  Ours  i 
engaged  in  harassing  its  own. 

Take  the  Freeport  case.  In  Indone 
sia,  the  $6.5  billion  (1995  budget 
United  States  Agency  for  Interna, 
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THE 

INFORMATIONfKGE 
IS  FILLED 
WITH 

MISINFORMATION. 


More  information  doesn't  equal  better  intelligence. 
Knowledge  is  not  power.  It's  a  fact:  you  can't  rely 
on  facts  alone  to  meet  your  marketing  objectives. 
They  just  aren't  reliable  as  projectable  information. 
At  Polk,  we  believe  it  takes  multi-dimensional 
intelligence  to  gain  real  insight  into  consumers' 
perceptions  and  habits. 

Multi-dimensional  intelligence  is  the  sum  of  our 
superior  data,  technical  proficiency  and  diagnostic 
savvy.  It  is  present  in  every  Polk  direct  marketing, 
database  management  and  market  analysis  product. 
Multi-dimensional  intelligence  enables  you  to 
build  your  market  strategy  on  the  most  sophisticated 
and  comprehensive  consumer  information  available. 

For  a  fully  dimensional  portrait  of  your  customers 
and  prospects,  come  to  the  company  that  has  spent 
the  last  125  years  perfecting  its  data  and  diagnostic 
capabilities.  Because  in  the  end,  it's  not  the  information, 
it's  the  intelligence  behind  it.  Call  800  635-5522. 


Multi-Dimensional  Intelligence" 


tional  Development  has  given  more 
than  $1.3  million  to  something  called 
Wahana  Lingkungan  Hidup  Indone- 
sia, orWALHI.  It's  the  local  Indonesian 
chapter  of  Friends  of  the  Earth .  For  1 1  le 
past  two  years,  WALH1  has  propagan- 
dized relentlessly  gainst  Freeport,  ac- 
cusing the  company  of  polluting  the 
local  river  and  destroying  crops.  When 
Indonesian  soldiers  killed  more  than  a 
dozen  civilians  near  the  mines,  in  1994 
and  1995,  walhi  leader  Emmy  Hafild 
said  Freeport  must  share  the  blame, 
according  to  a  local  paper. 

Who  finances  walhi?  usaid  grants 
make  up  virtually  all  of  WALHl's  oper- 
ating budget — making  it,  in  effect,  a 
ward  of  the  U.S.  government.  Why 
are  American  taxpayers  financing  po- 
litical activity  in  another  land?  USAID 
administrator  Brian  Atwood  insists 
that  the  agency  is  trying  to  promote 
"democratic  values  abroad." 

In  tact,  it  is  financing  a  new  form  of 
cultural  imperialism,  originating  in  the 
U.S.  with  offshoots  abroad,  whose 
agents  are  operating  in  clear  defiance  of 
the  spirit  of  U.S.  laws.  The  smoking  gun 
here  is  a  confidential  WALHI  report 
leaked  to  Forbes.  The  report  makes  it 
clear  that  die  Indonesian  organization  is 
closely  affiliated  with  a  Berkeley,  Calif.  - 
based  environmental  lobbying  group 
called  International  Rivers  Network. 
The  mission,  as  spelled  out  in  the  leaked 


ABOVE: 

Freeport's 
Indonesian  mine 

LEFT: 

Freeport- 
McMoRan  Chief 
Jim-Bob  Moffett; 
Forced  to  his 
knees  by 
environmental 
control  freaks. 


memo:  "Holding  the  Financial  Institu- 
tions that  are  involved  in  Freeports  activ- 
ities in  Irian  Java  accountable  to  those 
environmental  standard  .  .  .  consoli- 
date lobby,  negotiation,  campaign  and 
advocacy  toward  one  of  the  U.S.  Gov- 
ernment, MIGA  of  the  World  Bank." 

Being  financed  by  the  U.S.  govern- 
ment, walhi  can't  legally  lobby  here, 
but  its  Berkeley  friends  can.  Sure 
enough,  last  summer  the  Berkeley 
group's  Washington  staffer  went  into 
action  on  behalf  of  walhi.  She's  Lori 
Udall,  43,  a  lawyer,  environmental  activ- 
ist and  daughter  of  former  Interior  Sec- 
retary'Stewart  Udall.  In  June  1995  Fori 
Udall  led  Indonesian  activists  to  Wash- 
ington. They  met  with  Harvey  Him- 
berg,  one  director  of  investment  policy 
&  environmental  affairs. 

The  subjects  of  the  meeting  w  ere 
Freeport's  alleged  environmental  vio- 
lations and  unsupported  charges  that 
Freeport  was  responsible  for  the  mili- 
tary attacks  on  civilians.  Previously 
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It  has  3,129 
integrated  parts. 

One  of  which 
is  named  Bill. 


;ial  Sponsorof  the  1996  U.S.  OlympicTeam.  Official  Sponsor  of  the  1996  Olympic  Games.  Prices  shown  are  Manufacturer's 
jested  Retail  Prices  for  1996  models,  which  exclude  licensing  fees,federal,state,oriocai  taxes,  freight  and  dealer  preparation 
ges,Actual  prices  will  depend  on  dealer.  ©1996  BMW  of  North  America,  Inc.The  BMW  logo  and  trademark  are  registered. 


R 1100  RTL:  $15,990  (standard  with  ABS). 
For  a  test  ride  see  your 
dealerorcall  1-800-345-4BMW. 

http://www.bmwusa.com 


OPK  executives  had  credited  Freeport 
with  boosting  the  standard  of  living  in 
Irian  Java,  according  to  Greg  Rush- 
ford,  editor  of  the  Rushford  Report,  a 
new  sletter  of  international  trade. 

But  just  four  months  after  meeting 
with  Udall  and  her  pals,  one:  an- 
nounced the  cancelation  ofFreeport's 
SI 00  million  political  risk  policy,  cit- 
ing pollution  in  Indonesia.  Gone  was 
Freeport's  OPIC  protection  against  na- 
tionalization, expropriation  and  po- 
litical violence. 

Why  was  the  policy  canceled?  one 
President  Ruth  Harkin,  wife  of  left- 
leaning  Senator  Thomas  Harkin  (D- 
Iowa),  refuses  to  elaborate.  "We  are 
simply  implementing  the  philosophy 
we  have  been  given  by  the  U.S.  Con- 
gress," she  dodges. 

Insurance  cancelation  wasn't  the 
sole  punishment  the  activists  visited 
on  Freeport.  In  November  pickets 
lined  up  outside  the  New  Orleans 
home  of  Freeport  Chairman  James 
Robert  (Jim-Bob)  Moffett,  chanting 
and  carrying  signs  that  said  "Jim-Bob 
Moffett  Kills  for  Profit." 

Following  that  low  blow,  the  Amer- 
ican activists  struck  again.  They  duped 
two  religious  orders — the  Sisters  of 


Seamstress  Ida  Pogalamun 

at  work  in  her  shop  in  Timika,  Indonesia  (above); 

a  ciassroom  Freeport  built  in  the  village  of  Banti 

Enjoying  the  fruits 

of  capitalism. 
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Charity  of  the  Incarnate  Word  and  the 
Maryknoll  Fathers  and  Brothers — into 
filing  shareholder  proposals  (later 
withdrawn)  painting  Freeport  as  a 
menace  in  Indonesia. 

In  April  Moffett  agreed  to  pay  black- 
mail. Freeport  would  put  1%  of  annual 
mining  revenues — or  SI 5  million — 
into  a  slush  fund  that  could  be  used  as 
local  leaders  and  Fori  UdalPs  Indone- 
sian allies  saw  fit.  Even  then  one's 
Harlan  refused  to  reinstate  the  federal 
political  risk  insurance  policy  until 
Freeport  promised  to  set  up  a  SI 00 
million  trust  fund  "to  finance  signifi- 
cant environmental  remediation." 

Having  bowed  to  blackmail,  Freeport 
is  likely  to  be  hit  again.  And  again. 

This  whole  devious  business  started 
back  in  the  Seventies,  when  outfits 
like  the  Environmental  Defense  Fund 
and  Friends  of  the  Earth  were  protest- 
ing the  construction  in  developing 
countries  of  dams,  roads  and  power 
plants  financed  by  the  World  Bank, 
opic,  USAID  and  others.  It  was  a  power 
grab,  pure  and  simple:  The  environ- 
mentalists demanded  the  right  to  be 


consulted  on  these  projects.  U.S.  en- 
vironmental regulations  gave  them  a 
foot  in  the  door.  Under  U.S.  laws 
dating  back  to  1969,  federal  govern- 
ment agencies  can't  take  on  a  new 
project  without  first  estimating  how  it 
might  affect  the  natural  environment. 
Arguing  that  the  same  rule  must 


apply  to  i  sAin  projects  abroad,  iij 
1974  the  Environmental  Defenfi 
Fund  and  the  Natural  Resources  Del 
fense  Council  sued  USAID  to  force  the 
agency  to  assess  the  environmental 
impact  of  each  new  overseas  project! 
Now  this  was  breaking  new  ground — 
and  going  way  beyond  what  Congress 


A  nursery  in  Irian 
Jaya  (right); 
Tembagapura, 
Indonesia 
(pop.  15,000) 
From  the 
Stone  Age 
to  the 

20th  century. 
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You  may  have  heard  about  our  new  approach  to  business. 


How  our  locally  empowered  teams  give  you  immediate  responses. 


And  how  we  can  provide  international  reach  to  over  105  countries. 


Royal  Insurance 


96  Royal  Insurance,  Charlotte, 


had  intended.  It  was,  in  effect,  ex- 
tending U.S.  environmental  regula- 
tions to  foreign  countries,  usaid 
caved  in,  agreeing  not  to  undertake 
any  new  project  without  first  commis- 
sioning a  complete  environmental 
impact  assessment. 

Over  the  years,  activist  groups, 
heavily  influenced  by  no-growthers 
and  various  other  Luddite  types, 
latched  on  to  a  new  slogan,  ''sustain- 
able development."  What's  that? 
"Economic  and  social  growth  that 
does  not  exhaust  the  resources  of  a 
host  country,"  explains  a  1994  usaid 
publication. 

"Sustainable  development"  was  a 
conveniently  vague  slogan.  It  could 
be  taken  to  mean  that  the  project 
should  not  exhaust  the  nation's  natu- 
ral resources  at  too  rapid  a  rate.  But  it 
could  also  cover  just  about  anything 
else  that  activists  or  special  interests 


want  it  to  cover.  A  1995  USAID  media 
kit  gives  the  broadest  possible  inter- 
pretation, saying  sustainable  develop- 
ment requires  intervention  in  such 
things  as  "economic  growth,  popula- 
tion and  health,  the  environment." 

To  put  it  bluntly,  the  American  do- 
gooders  and  local  bureaucrats  were 
going  to  tell  the  benighted  what  was 
good  for  them. 

"What  sustainable  development 
really  is  is  a  smoke  screen  for  social- 
ism, where  the  government  substi- 
tutes its  will  for  that  of  the  owner," 
explains  Richard  Sanford,  Ph.D.,  a 
respected  geologist  who  heads  up  the 
Society  for  Objective  Science  in  Chi- 
cago. "Sustainable  development  is 
fundamentally  fascist." 

Of  course  it  is.  Nobody  asks  the 
locals  if  they  want  the  jobs,  the  foreign 
exchange,  the  roads  and  the  schools 
and  the  hospitals  that  foreign  invest- 


Environmentalist 
Lon  Udall 
Getting  the 
whole  world 
under  control. 


ment  brings.  Under  environmental 
fascism,  they  must  be  prepared  tci 
sacrifice  in  the  name  of  what  a  smal 
group  of  Americans  and  local  activist! 
believe  is  good  and  true. 

Lori  Udall  entered  the  scene  in  198(1 
when  the  Environmental  Defense 
Fund  hired  her  to  keep  an  eye  on  thfl 
World  Bank  for  possible  violations  o 
sustainable  development.  She  soon 
embarked  on  a  relentless  public  relaj 
tions  campaign  against  the  $3  billion 
Sardar  Sarovar  dam  and  canal,  which1 
was  supposed  to  bring  irrigation  ancj 
clean  drinking  water  to  western  India. 

Udall  knows  how  to  use  and  mat 
nipulate  the  media.  In  1989  she  pro* 
duced  some  Indian  women  who  werij 
staging  a  hunger  strike  to  protesi 
construction  of  the  dam.  In  Decern! 
ber  1989,  with  the  help  of  Greeni 
peace,  Udall  staged  her  own  hunge; 
strike  in  Murrow  Park,  across  th« 
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1  Kf 


with  river  view 


Connector?  Don't  we  mean  building?  Because  to  most  people,  connectors  are  pieces  of  plastic  and  metal  that  go  on 
circuit  boards  or  the  ends  of  cables.  And  while  people  do  associate  AMP  with  connectors,  they  don't  associate  us  with 
buildings.   Well,  we're  out  to  change  that.  First,  we're  broadening  our  definition  of  connectors.  For  example,  we  see 
todays  modern  office  buildings  as  connectors,  viewing  them  as  networks  of  technology  and  cabling  that  act  to  keep 
people  and  information  connected.   Second,  this  broader  definition  of  connectors 
has  led  us  to  broaden  the  capabilities  of  our  company.  We've  added  technologies 
like  network  cabling,  computer  interface  cards,  hubs,  routers,  fiber  optics, 
and  wireless  components.  And  third,  we  bring  uhese  technologies  together  to 
give  our  customers  a  network  cabling  system  with  greater  connectivity,  higher 
bandwidths,  lower  maintenance  costs,  and  a  longer  useful  life.  So  while 
most  people  looking  at  a  building  wouldn't  see  a  connector,  our  customers 
benefit  because  we  do. 

AMP  Incorporated,  Harrisburg,  PA  17105-3608.  Contact  your  regional  center:  USA  1 -800-522-6752. 
Canada  905-470-4425.  England  44-1 753-676800.  Singapore  65-482-031 1 .  Japan  81  -44-81 3-8502. 


Connecting 
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level. 


street  from  the  World  Bank's  Wash- 
ington, D.C.  headquarters. 

For  weeks  Udall  and  her  Followers 
took  turns  hanging  out  in  the  park 
from  8  a.m.  to  8  p.m.,  carrying  signs 
protesting  the  World  Bank's  evil  ways. 


But  the  hunger  strike  was  as  phony  as 
Udall's  publicity  pranks.  At  night  she 
and  her  friends  w  ent  home  for  dinner. 
"It  was  so  cold  I  didn't  make  people 
stay  overnight,"  savs  Udall. 

Finally,  in  March  1993,  after  putting 


$280  million  into  the  project,  the  W<  >rlf 
Bank  caved  in  and  quietly  told  India  it 
would  be  best  to  forgo  its  final  $170 
million  loan  installment.  It  did.  The 
Indians  may  never  get  their  clean  drink-l 
ing  water,  and  the  money  will  go  d<  >wn 


the  drain.  But  Udall  showed  her  clout. 

Now  the  World  Bank  says  it,  too, 
embraces  sustainable  development. 
What  does  that  mean?  It  means,  in 
effect,  that  it  has  given  a  bunch  of  flaky 
radicals  a  say  in  its  projects.  Udall's 
pow  er  grab  has  succeeded — pow  er,  af- 
ter all,  is  what  people  like  her  want. 

Underpressure  from  Udall  and  her 
pals,  the  World  Bank  abandoned  a  SI 
billion  hydropower  project  in  the 
Nepalese  Himalayas  last  year  that 
would  have  turned  melting  snow  into 
electricity  for  millions  of  Indian  peas- 
ants now  living  in  darkness  and  squa- 
lor. The  bank  insists  it  was  a  business 
decision.  The  truth?  In  the  name  of 
preserving  the  physical  environment, 
the  World  Bank  is  backing  away  from 
improving  the  human  environment. 

These  radical  antics  are  costing 
American  jobs.  Last  fall  Caterpillar 
Inc.  sought  $50  million  of  Export- 
Import  Bank  financing  for  earth- 
moving  equipment  to  help  build  the 
Three  Gorges  Dam  on  China's  Yang- 
tze River — which  is  expected  to  cost 
some  $20  billion.  Here  was  an  Ameri- 
can company  competing  against  for- 


eign companies  and  asking  for  U.S. 
government  help.  The  White  House 
moved  to  block  the  financing.  Behind 
the  pressure  to  block  the  loan  was 
spotted-owl  champion  George 
Frampton,  former  president  of  the 
Wilderness  Society,  now  an  assistant 
secretary  of  the  Interior  and  a  mem- 
ber of  the  group  that  advised  the 
White  House  on  Three  Gorges.  "We 
think  it  would  be  unwise  for  the  U.S. 
government  to  align  itself  with  a  proj- 
ect that  raises  environmental  and  hu- 
man rights  concerns  on  the  scale  of 
Three  Gorges,"  said  a  White  House 
letter  to  the  Export-Import  Bank. 
Caterpillar  had  been  planning  to  use 
4,000  man-years,  mostly  in  Illinois,  to 
build  the  equipment. 

Meanwhile,  USAID  has  become  a 
virtual  partner  of  the  environmental 
extremist  organizations.  Its  adminis- 
trator, Brian  Atwood,  has  set  up  a  $79 
million  ( 1995  budget)  "sustainable  de- 
velopment" internal  consulting  group 
called  Center  for  the  Environment, 
w  hich  provides  government  jobs  for 
the  faithful  and  judges  proposed 
usaid  projects  on  "sustainability." 


While  the  intentions  of  these  people 
sound  praiseworthy,  the  fact  is  they  arc- 
using  their  power  in  die  U.S.  bureaucra- 
cy to  impose  their  ow  n  standards  on 
other  countries.  Many  of  these  countries 
have  pressing  human  needs  that  are 
more  important  than  preserving  pristine 
w  ilderness.  They  have  mouths  to  feed 
and  children  to  educate. 

Freeport  pumps  an  average  $768 
million  into  Indonesia's  economy 
each  year.  It  has  built  schools,  roads 
and  a  hospital  in  the  area  where  it 
operates,  spending  an  annual  average 
of  $22  million  on  social  programs  like 
literacy  training.  It  employs  16,000 
people,  with  nearly  7,000  direct  em- 
ployees at  an  average  $8,900  a  year, 
nearly  double  what  other  multina- 
tional employers  in  Indonesia  pay. 

What's  good  for  Indonesia  is  not 
necessarily  good  for  U.S.  activists. 
Sustainable  development  has  been 
turned  into  a  pork  barrel  for  extrem- 
ists ofvarious  shades.  Oh,  yes,  sustain- 
able development  has  lots  of  pork  in  it 
for  the  party  faithful.  Two  years  ago 
the  World  Bank  lent  Indonesia's  envi- 
ronmental  protection   agency  S12 


elligent  questions  for  serious  investors. 
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»ally  the  more  information  you  have,  the  less  certain  you  are.  Which  makes  the  analytical 
s  of  our  PaineWebber  Investment  Executives  especially  valuable.They  regularly  interpret  some  of 
most  accurate  and  highly  regarded  research  in  the  industry,  with  the  help  of  the  PaineWebber 

Research  Department.  This  team  of  strategists  and  research 
ysts  regularly  evaluates  70  industries  and  750  companies,  searching  for  opportunities  to  profit, 
i  to  avoid.  Their  efforts  transform  raw  data  into  something  no  investor  can  afford  to  be  without: 
itment  intelligence.  Intelligence  that  translates  directly  to  performance.  If  you're  in  need  of  investment 
ligence,  we  invite  you  to  speak  to  a  PaineWebber    J^^j^ j f^CN^^C^^bCl* 

rstment  Executive  or  call  1-800-532-3388.   Invest  With  Wore  Intelligence: 


million  for  "institutional  strengthen- 
ing," a  kind  of  slush  fund  for  environ- 
mentalists. Of  this,  $4.2  million  w  ent 
to  hire  a  Buffalo,  N.Y. -based  consult- 
ing firm  called  Ecology  &  Environ- 
ment, Inc.  What  for?  To  design  envi- 
ronmental laws  and  regulations  and 
enforcement  procedures  for  the 
whole  country,  including  courses  for 
bureaucrats — as  if  more  bureaucrats 
and  more  regulations  are  what  these 
countries  need  as  they  struggle  to 
enter  the  modern  world. 

Ask  not  for  whom  the  bell  tolls.  It 
may  very  well  toll  for  companies  you 
work  for  or  companies  you  invest  in. 
Freeport-McMoRan  is  not  the  only 
U.S.  victim. 

Last  September  a  Texas  lawyer 
named  Robert  Hilliard  sued  Southern 
Peru  Copper,  controlled  by  New 
York- based  Asarco,  alleging  the  com- 
pany was  filling  the  air  above  Ilo,  Peru 
with  sulfur  dioxide  smog  from  its 
copper  smelter.  If  you  read  either  the 
New  York  Times  or  Newsweek,  you 
might  have  concluded  that  angry  lo- 
cal mothers  had  found  themselves  a 
good  Texas  lawyer.  Not  quite.  Here's 
what  the  newspaper  and  the  news- 
magazine neglected  to  report: 

Partners  of  the  Americas  is  an  $8 
million     (revenues)  Washington, 


D.C. -based  outfit  that  gets  over  half 
its  income  from  USAID  contracts.  In 
late  1992  usaid  promised  Partners  a 
contract  eventually  worth  $3  million 
to  fly  Peruvian  leaders  to  the  U.S.  to 
attend  special  training  sessions.  The 
next  year  Partners  flew  15  Peruvian 
mayors  to  Arizona.  There,  on  money 
supplied  by  U.S.  taxpayers,  they  en- 
joyed the  local  parks  and  shopping 
malls  and  attended  seminars  on  pollu- 
tion and  learned  how  to  be  p.c.  may- 
ors. One  of  the  teachers  was  Richard 
Kamp,  head  of  Border  Ecology  Proj- 
ect of  Bisbee,  Ariz.,  yet  another  non- 
profit outfit  that  preaches  the  gospel 
of  sustainable  development.  After 
the  meeting,  he  agreed  to  go  to  Peru 
and  drum  up  some  press  interest  on 
pollution. 

Two  months  later  Newsweek  ran  a 
story  on  water  pollution  in  La  Oroya, 
Peru.  It  featured  a  6-year-old  girl 
coughing  and  warning  visitors  not  to 
drink  the  water.  The  solution?  Peru's 
president  should  set  up  an  EPA  and 
clean  up  the  local  river.  Kamp  also 
persuaded  the  Associated  Press  to  run 
a  big  story  that  summer  about  the 
evils  of  Southern  Peru  Copper  in  Ilo. 

The  coverage  paid  oft.  Hilliard  cold- 
called  Kamp  to  say  he  had  heard  about 
the  situation  in  Ilo.  Could  he  help? 
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USAID's  Brian  Atwood  and 

OPIC'sRuth  Harkin 

Unwitting  instruments  of  fascism. 


In  September  1995  Hilliard  sd'olled 
into  a  state  court  in  Corpus  Christi  to  file 
the  case.  In  Texas  state  courts,  judges  are 
assigned  cases  by  lottery.  When  Hilliard 
didn't  get  a  plaintiff-sympathetic  judge,! 
he  refiled  his  suit  17  times  until  he  got) 
die  judge  he  wanted.  Once  again  News- 
week played  the  activists'  game:  "Chok- 
ing on  Profits:  Long-suffering  locals  sue 
a  U.S.  multinational,"  its  Dec.  4  head- 
line proclaimed. 

The  gambit  failed.  The  defendants 
got  the  case  removed  to  a  federal 
court,  which  sent  it  back  to  Peru  for 
trial.  But  the  camel's  nose  is  under  the 
tent.  Hilliard's  appealing  the  decision 
and  trying  to  get  back  into  state  court. 
The  judge  left  the  door  open  for  the 
case  to  be  tried  in  the  U.S.  if  the 
defendants  don't  cooperate  in  Peru. 

The  activists  are  trying  to  make 
case  that  since  foreign  governments 
aren't  strong  enough  to  protect  thein 
nationals  from  American  corporate! 
greed,  U.S.  courts  should  step  in  and) 
curb  that  greed.  Never  mind  that  the! 
vast  majority  of  locals  prize  the  jobs! 
and  the  progress  that  the  foreign  in- 
vestment brings. 

Imperialism  was  always  like  that.  It 
didn't  ask  the  local  folks  whether  thew 
wanted  the  Bible  and  the  foreign  flag. 
It  just  imposed  them  in  the  name  of  d 
higher  cause — and,  often  enough,  an 
the  expense  of  the  taxpayers  back 
home.  ■ 

Forbes  ■  May  20,  19961 


With  Siebe's 
process  controls, 
there's  no  such 
thing  as  a  complex 
industrial  complex, 


At  work  in  almost  every  corner  of  the  world 
there's  an  engineering  company  called  Siebe. 
Anywhere  a  process  is  being  automated  you 
are  likely  to  find  one  of  our  Foxboro  systems 


r 


making  life  simpler.  Beyond  the  factory  our 
innovations  stretch  from  cookers  to  compressors 
and  complete  head-to-toe  safety  gear.  And  we're 
always  in  the  most  important  place  of  all.The  lead. 


SIEBE  THE  ENGINEER.  HERE,  THERE  AND  EVERYWHERE. 

Siebe  pic,  Saxon  House,  2-4 Victoria  Street, Windsor,  Berkshire  SL4  I  EN,  England. Tel. +44  1753  85541 1.Siebe  Inc.  33  Commercial  Street,  Foxboro.  MA  USA  02035. Tel.  1-800-521  0451. 
For  information  regarding  the  ADR  Program  call  Bankers  Trust  Company  as  Depositary  on  l-800-735-7777 


First  in  a  series  of  profiles  of  America's  business  aircraft  used 


Running  a  nationwide  mail-order  company  from  a  southern 
college  town  in  eastern  North  Carolina  has  its  challenges. 

Just  ask  Parker  Overton,  whose  Greenville-based  Overton's 
is  "The  World's  Largest  Water  Sports  Equipment  Dealer."  Each 
year  the  company  ships  some  12  million  catalogs  to  boating 
and  water  skiing  enthusiasts  around  the  country.  By  dialing 
(800)  334-6541,  Overton's  customers  can  get  the  latest  gear 
shipped  to  their  door  overnight. 

Unfortunately,  it's  not  as  easy  for  Parker  to  get  around  the 
country.  While  Greenville  offers  next-day  delivery  throughout  the 
U.S.,  it  only  has  one  airline  destination:  Charlotte.  That's  one 
reason  why  Overton's  relies  on  business  aircraft. 

The  company's  business  demands  that  he  and  his  management 
team  travel  efficiently  to  dozens  of  suppliers  and  printers  across 
the  country.  Direct  flights  on  company  aircraft  protect  their 


valuable  management  time.  In  fact,  in  1995  alone  they  ra| 
up  some  400  flight  hours.  And  Overton's  one-plane  avii 
department  has  evolved  along  with  the  company:  from  a  p 
twin  to  a  twin  turboprop  to  its  present  light  jet. 

Says  Parker,  "We've  got  more  than  300  great  people  woi 
hard  to  ship  over  $50  million  in  water  sports  equipment  this 
I've  got  to  be  as  productive  as  they  are.  The  plane  enable 
to  be  in  several  cities  in  one  day." 

Parker  Overton's  company,  begun  as  a  start-up  in  1974,  il 
one  of  more  than  7,000  companies  which  operate  over  Id 
turbine-powered  aircraft  in  the  United  States. 

"It  all  started,"  he  adds,  "because  I  couldn't  find 
performance  skis  for  myself  in  my  hometown." 

Shipping  magnate?  It's  more  of  a  way  to  combine  a  small- 
business  with  nationwide  distribution. 


For  a  free  copy  of  a  brochure  profiling 
10  companies  which  operate  business  aircraft,  please  call  (800)  9-AVIATE. 
Or  visit  us  on  the  Internet  at  http://www.nbaa.org 

NO  PLANE.  NO  GAIN.'  is  a  Joint  Program  of  the  National  Business  Aircraft  Association  and  the  General  Aviation  Manufacturers  Association. 
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The  vows  I  HAVE  TAKEN  as  a  priest,  including 
poverty  and  chastity,  are  not  for  everyone.  Oth- 
ers have  a  vocation  to  be  fathers  and  mothers 
and  thereby  provide  materially  for  their  families 
and  communities.  When  the  government 
takes  their  wealth  away  and,  on  the  other  hand, 
discourages  them  from  having  children,  this 
vocation  is  artificially  impeded. 

We  know  well  that  government  reduces 
people's  wealth  through  taxation  and  inflation. 
Thanks  to  programs  like  Social  Security,  chil- 
dren and  the  extended  family  have  lost  much  of 
their  economic  value. 

Once  there  was  an  implied  contract  be- 
tween generations.  Parents  would  take  care  of 
helpless  children,  who,  in  turn,  would  take 
care  of  the  parents  when  the  parents  could  no 
longer  earn  a  living.  Each  would  be  cared  for 
during  the  vulnerable  years.  Today  many  par- 
ents are  horrified  at  the  idea  of  relying  on  their 
children,  and  the  children,  even  in  times  of  dire 
need,  often  resent  having  to  help  parents.  Let 
the  government  do  it. 

While  many  younger  adults  wash  their 
hands  of  responsibility  for  their  parents,  they 
also  doubt  the}'  will  receive  a  dime  from  Social 
Security  themselves.  They  are  probably  right. 
Demographics  bear  them  out.  By  the  first 
decade  of  the  next  millennium,  taxes  won't  keep 
up  with  benefit  demands. 

It's  time  to  stop  talking  pure  economics  and 
introduce  a  moral  element  into  the  debate.  For 
lack  of  strong  moral  arguments  on  the  side  of 

Social  Security  has  ceased  to 
resemble  a  contract  and  has 
become  a  system  based  on 
intergenerational  plunder. 


the  reformers,  last  year's  efforts  at  reforming  the 
welfare  system  broke  down.  Radical  reform 
requires  a  strong  moral  argument  to  back  the 
economic  one.  Otherwise,  demagogues  and 
egalitarians  dominate. 

Can  we  make  a  moral  argument  against  the 
current  Social  Security  system?  Of  course.  Social 
Security  was  set  up  to  act  as  an  economic 
exchange  akin  to  the  savings  account.  The  wage 


earner  surrenders  some  of  his  income  now  for 
security  later  in  life.  This  is  the  promise.  The 
government  cynically  breaks  it. 

Thus,  there  is  a  powerful  moral  argument 
for  privatizing  Social  Security.  When  the  market 
provides  services,  people  are  free  to  enter  and 
exit  the  program.  The  funds'  caretakers  have  the 
incentive  to  deliver  a  good  deal  and  keep  their 
word.  In  economic  life,  the  free  market  rew  ards 
people  who  live  up  to  their  word.  People  who 
do  not,  lose  business. 

Not  so  with  government.  It  relies  on  a  non- 
voluntary or  coerced  exchange.  There  is  pre- 
cious little  incentive  to  keep  promises.  This  is 
why  the  government  can  stuff  the  system  with 
government  ious  while  using  proceeds  to  pay 
current  government  expenses.  It's  not  without 
reason  that  Social  Security  has  been  called  a 
Ponzi  scheme. 

Workers  have  no  way  to  opt  out  of  this 
system,  even  though  they  know  it  is  a  fraud.  The 
"promise"  has  ceased  to  resemble  a  contract 
and  has  become  a  system  based  on  intergenera- 
tional plunder,  with  the  loot  diminishing  over 
time.  We  may  soon  be  stuck  with  either  breaking 
the  promise  or  bankrupting  future  genera- 
tions to  keep  it. 

A  story  from  the  Bible  underscores  the  mor- 
al urgency  of  reform.  In  the  Parable  of  the  Tal- 
ents (Matthew  25:14-30),  a  caretaker  who 
was  entrusted  with  a  sum  of  money  returns  it  to 
his  master.  "Here  it  is  back,"  the  man  says. 
But  the  master  rebuffs  him.  "Should  you  not 
then  have  put  my  money  in  the  bank,"  the 
master  demands  to  know,  "so  that  I  could  have 
gotten  it  back  with  interest?" 

Today's  younger  people  not  only  won't  get 
any  interest,  they  may  not  even  get  their  principal 
back.  Nor  will  they  be  able  to  count  on  their 
children  to  help  them  in  old  age.  The  link  be- 
tween generations  has  been  broken.  Unless 
something  is  done,  we  will  see  more  intergenera- 
tional fighting  and  recrimination.  Without  So- 
cial Security,  the  young  would  again  be  reminded 
of  their  obligation  to  repay  the  debt  they  ow  e 
to  their  parents.  We  would  plan  for  our  futures 
rather  than  rely  on  coerced  obligation  and  gov- 
ernment programs.  The  generations  would  be- 
gin to  rediscover  the  value  of  each  other. 

The  morality  of  the  market  is  that  contracts 
are  honest  and  promises  are  kept.  Governments 
are  bound  by  no  such  morality.  We  need  So- 
cial Security  that  lives  up  to  its  name.  ■■ 
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hese  are  interesting, 
exciting  and  unpre- 
dictable times  for  businesses. 

New  industries  are  emerg- 
ing at  a  staggering  rate.  So  are 
new  companies,  new  prod- 
ucts, new  technologies,  new 
markets  —  and  new  chal- 
lenges to  growth. 

Industries  are  being  dereg 
ulated,  borders  opened  for 
trade  and  worldwide  trans- 
portation and  telecommunica- 
tions networks  are  vastly 
improving  —  facilitating  the 
rapid  flow  of  goods,  services 
and  information. 

Faced  with  the  threat  of 
extinction  in  an  unbelievably 
fast-paced  global  market- 
place, companies  are  devel- 
oping creative  approaches  to 
keep  up  with  —  and  ahead  of 
—  the  competition.  The  most 
successful  of  these  are  coming 
in  the  form  of  business 
alliances:  Partnerships  with 
other  companies,  joint  ven- 
tures, inventive  mergers  and 
acquisitions,  spinouts  and 
outsourcing  are  just  some  of 
the  strategies  that  are  helping 
companies  deploy  and  man- 
age critical  capabilities  faster, 
smarter  and  with  fewer 
resources. 

How  are  these  partner- 
ships being  created? 
Maintained?  Evaluated? 
What  industries  and  compa- 
nies are  leading  this  innova- 
tion? How  is  Wall  Street 
viewing  —  and  valuing  — 
these  unique  collaborations? 


AMERICAN  STOCK  EXCHANGE  COMPOSITE  TRANSACTIONS 


"It  starts  with  research.  It  helped  us  become  the  largest  maker  of  generic  pharmaceuticals.  It's 
helping  us  create  proprietary  products  to  improve  healthcare  and  lower  costs/'  says  Dr.  Phillip 
Frost,  CEO  of  Ivax  Corp.,  listed  on  the  Amex  since  1987.  "Now  we're  a  $1.3  billion  company,  and 
we  use  Amex  industry  conferences  to  increase  our  visibility  and  gain  coverage  by  analysts.  In 
the  investment  world  too,  it  all  starts  with  research      DR.  PHILLIP  FROST  IS  BIG  ON  THE  AMEX. 


AMERICAN  STOCK  EXCHANGE.  To  learn  about  the  advantages  the  Amex  can  bring  to  your  company, 
contact  Chairman  Dick  Syron.  Phone  212-306-5353.  E-mail  rsyron@amex.com.  Web  site  http://zvww.amex.com. 


Forbes  Magazine  and  the 
American  Stock  Exchange,  which 
has  a  long  history  of  association 
with  innovative  companies,  will 
address  these  issues  at  a  special 
conference  entitled  "Innovative 
Strategies  for  the  21st  Century: 
Creating  and  Managing  New 
Growth  Partnerships."  This  event 
will  bring  together  top  leaders  in 
business,  finance  and  government 
to  share  insight  on  the  strategies 
for  success  that  are  reshaping  pri- 
vate and  public  enterprise. 

The  conference  will  take  place 
at  The  Waldorf-Astoria  in  New 
York  City,  May  14-16, 1996.  Prom- 
inent speakers  include  Sumner 
Redstone,  chairman  of  Viacom, 
Inc.;  Raymond  W.  Smith,  chair- 
man and  CEO  of  Bell  Atlantic 
Corporation;  John  N.  Hatsopoulos, 
executive  vice  president  and  CFO 
of  Thermo  Election  Corporation; 
Thomas  C.  Quick,  president  of 
The  Quick  &  Reilly  Group,  Inc.; 
John  M.  Hennessy,  chairman  and 
CEO  of  CS  First  Boston;  Joseph 
Neubauer,  chairman  and  CEO  of 
ARAMARK  Corporation;  Anne  K. 
Bingaman,  Esq.,  assistant  attorney 
general,  Antitrust  Division,  U.S. 
Department  of  Justice;  and  Gary 
D.  Forsee,  president  and  COO, 
Long  Distance  Division,  Sprint 
Corporation. 

In  the  following  pages  you'll  find 
many  of  the  sponsors  of  this  high- 
level  forum,  sharing  their  compa- 
nies'visions  for  success  in  the 
coming  century  and  the  innovative 
strategies  they  are  employing  to 
achieve  it. 


Program  At  A  Glance 


8:45  A.M. 


TUESDAY 

9:30  A.M. 


OPENING  OF  THE  CONFERENCE  Keynote 
Address 

Richard  F.  Syron,  Chairman.  American  Stock 
Exchange 


9:30  A.M. 


11:00  A.M. 


SESSION  111  Creating  Value  through 
Acquisition  or  Restructuring:  One  Size  Does 
Not  Fit  All 


11:15  A.M. 


12:45  P.M. 


,   MAY  14 

3:00  P.M.    -   4:30  P.M. 

SESSION  411  Using  Strategic  Alliances 
to  Grow 

SESSION  412  Strategic  Alliances  in  Support 
of  Global  Integrated  Facility  Management 

4:45  P.M.    -   6:15  P.M. 

SESSION  511  Reengineering  Your  Outsourcing 
Strategies 

SESSION  512  Strategic  Alliances  in  the 
Computer  Industry 


SESSION  211  Outsourcing  and  Financial 
Shared  Service  Centers  -  New  Strategic 
Tools  to  Drive  Competitive  Advantage 

SESSION  212  Security  in  a  World  of 
Electronic  Commerce 

SESSION  311  Luncheon.  Hosted  by 
Deutsche  Bank  and  Identix.  Inc. 
Raymond  W.  Smith.  Chairman  and  CEO.  Bell 
Atlantic  Corporation 


WEDNESDAY ,    MAY  15 

8:30  A.M.    •   9:30  A.M. 

SESSION  611  Keynote  Address 


6 

p 

M. 

COCKTAIL  RECEPTION 

Hosted  by  ARAMARK 

Corporation 

HHHHHH 

J0 

P 

M. 

PRIVATE  DINNER  FOR  SPONSORS  Caspar  W. 
Weinberger,  Chairman,  Forbes  Magazine 


Joseph  Neubauer,  Chairman  and  CEO,  ARAMARK 
Corporation 


Leonard  Schaeffer.  Chairman  and  CEO,  Blue 
Cross  of  Cal ifornia/Wellpoint  Health 
Networks. Inc. 

Mitchell  S.  Fromstein,  Chairman,  President 
and  CEO,  Manpower  Incorporated 

9:30  A.M.    -    11:00  A.M. 

SESSION  711  Achieving  Leadership 
Positions  Through  Strategic 
Telecommunications  Alliances 


11:15  A.M. 


12:45  P.M. 


SESSION  811  Managing  Strategic 
Al  1  iances :  The  New  CEO  Challenge 

SESSION  812  The  Effective  Use  of  Spinouts 

SESSION  911  Luncheon,  Hosted  by  Systems 
&  Computer  Technology  Corporation  (SCT) 


John  M.  Hennessy,  Chairman  of  the 
Executive  Board  and  CEO.  CS  First  Boston 

3:00  P.M.    •   4:30  P.M.  \ 

SESSION  1011  The  Resourcing  Revolution: 
Are  You  Ready? 

SESSION  1012  The  Internet  and  the 
Business  Community  -  Present  and  Future 

4:45  P.M.    -   6:15  P.M. 

SESSION  1111  The  Antitrust  Implications 
of  Strategic  Alliances 

SESSION  1112  Business  Software  Alliances 
6:30  P.M. 


COCKTAIL  RECEPTION  Hosted  by  American 
Stock  Exchange 


THURSDAY.    MAY  16 


9:00  A.M.    -   9:30  A.M. 

SESSION  1211  Keynote  Address 

Gary  0.  Forsee,  President  and  COO,  Long 
Distance  Division,  Sprint  Corporation 

9:45  A.M.    -    11:15  A.M. 

SESSION  1311  Strategic  Alliances  in  a 
World  of  Electronic  Commerce 

SESSION  1312  Dispute  Resolution  in  the 
Global  Village:  Managing  Risks  and 
Containing  Costs 

11:30  A.M.    -   1:00  P.M. 

SESSION  1411  Meeting  Competitive 
Challenges  in  the  21st  Century:  Global 
Strategic  Alliances  -  A  Viable  Option 


SESSION  1412  The  Effect  of  the 
Strategic  Alliance  on  the  Company's  Capital 
Markets  Program 

1:00  P.M.    -   3:00  P.M. 

SESSION  1511  Luncheon,  Hosted  by  Bessemer 
Trust  Company,  N.A. 

Sumner  Redstone.  Chairman  of  the  Board, 
Viacom,  Inc. 

The  Hon.  Albert  Gore.  Jr.*.  Vice  President 
of  the  United  States 

3:00  P.M.    -   4:30  PM 

SESSION  1611   Innovative  Strategies  for 
Wealth  Protection  and  Wealth  Management  for 
Business  Owners.  Executives.  Directors  and 
Investors 

'Invited,  not  yet  confirmed . 


For  registration  information,   call   800-547-6276,   fax  203-221-7710 
or  visit  our  web  site  at  http://www.amex.com/forbes.htm 


"o  keep  up  with  the  accelerating 
I  ce  of  change,  organizations  are 
I  ing  forced  to  reshape  themselves. 

•ut  unless  improvements  impact 
c  areas  of  the  enterprise,  the  race 
r  ly  be  over  before  it  starts. 

o  instead  of  focusing  on  just  one 


A  wing  and  no  prayer. 

part  of  an  organization,  Andersen 
Consulting  can  help  you  transform 
the  whole.  And  rather  than  merely 
recommending  how  the  components 
should  fit  together,  we'll  work  with 
you  to  help  make  sure  that  they  do. 
Because  in  an  era  that  demands 


speed  and  agility,  organizations 
that  don't  transform  are  the  ones 
most  likely  to  end  up  in  the  soup. 

Andersen 
Consulting 


I  imore  information,  please  visit  our  web  site  at  http://www.ac.com. 


Bell  Atlantic  has  been  serving  its  customers  for  over  125  years.  Today,  we're  working  to  bring 
them  exciting  new  interactive  services  like  on-demand  shopping  and  movies-on-demand. 

Visit  our  Home  Page  on  the  Internet: http://wurw.bell-atl.com/ 


®  Bell  Atlantic 

THE  HEARJ  OF  COMMUNICATION™ 


RICHARD  F.  SYRON  ■  CHAIRMAN 
AMERICAN  STOCK  EXCHANGE 

AMERICAN  STOCK  EXCHANGE 

The   Smarter  Place   To  Be 


t  the  American 
Stock  Exchange, 
\we  recognize 
and  embrace  the  new  forces  that  are  reshaping  the 
patterns  of  business  growth.  We  encourage  our  list- 
ed companies  to  do  the  same.  In  the  face  of  increas- 
ing global  competition  and  rapidly  developing  new 
technologies,  companies  must  work  harder  —  and 
smarter  —  than  ever  before.  Innovation  is  what  will 
keep  them  ahead  of  the  curve. 

"That's  why  we're  pleased  to  be  co-sponsoring  this 
exciting  conference  highlighting  new  paradigms  for 
doing  business  in  the  21st  century. 

"Representing  a  broad  spectrum  of  successful 
enterprises,  our  speakers  are  visionary  leaders  who 
have  proven  experience  in  creating,  financing,  imple- 
menting and  managing  the  strategic  alliances,  part- 


nerships and  joint  ventures  that  increasingly  are 
transforming  the  modern  business  landscape.  Their 
insights  into  these  unique  collaborations  promise  to 
provide  models  for  unprecedented  opportunities  for 
growing  companies. 

"This  conference  itself  stands  as  a  symbol  of  the 
new  strategic  alliances  that  are  reshaping  both  pri- 
vate and  public  enterprise.  The  American  Stock 
Exchange  and  Forbes,  and  our  other  partners  in  the 
conference,  have  joined  together  to  create  new 
opportunities  that  will  enable  each  of  us  to  grow  and 
prosper  in  ways  that  we  could  not  have  achieved  on 
our  own. 

"That  is  the  essence  of  this  conference.  Working 
together  today  to  build  a  better  tomorrow.  And  like 
the  AMEX,  we  think  this  conference  is  "The  Smarter 
Place  To  Be.'" 


RAYMOND  W.  SMITH  ■  CHAIRMAN  AND  CEO 
BELL  ATLANTIC  CORPORATION 


Bell  Atlantic 


n  the  communica- 
tions industry,  we 
have  entered  an  era 
in  which  growth  opportu- 
nities exceed  the  capital  investment  and  human  resource 
capabilities  of  any  single  company  These  opportunities, 
quite  literally,  extend  throughout  our  entire  portfolio  of 
businesses. 

"It  is,  from  any  angle,  a  menu  of  opportunities  for  growth 
that  requires  us  to  be  both  careful  and  opportunistic  in 
our  allocation  of  capital. 

"That's  why  we  view  joint  ventures  and  strategic  al- 
liances as  critical  to  Bell  Atlantic's  future  growth.  These 
partnerships  allow  us  to  extend  our  reach  into  high- 
growth  markets,  give  us  access  to  customers  we  couldn't 
otherwise  reach,  and  share  the  capital,  purchasing  and 
development  costs  of  entering  new  businesses. 

"This  approach  has  been  key  to  the  rapid  growth  of 
our  cellular  business,  where  we  are  in  a  joint  venture 


with  NYNEX  and  an  alliance  with  U  S  WEST  and 
AirTouch.  The  result  is  a  wireless  business  that  con- 
tributed half  of  Bell  Atlantic's  earnings  growth  in  1995. 

"We  also  are  using  joint  ventures  to  facilitate  our 
entry  into  the  video  business,  joining  with  NYNEX 
and  Pacific  Telesis  to  create  TELE-TV. 

"Partnerships  and  alliances  are  not  without  their  dif- 
ficulties. From  a  management  perspective,  sharing 
control  over  strategic  businesses  is  not  an  easy  thing 
to  do.  From  an  investment  perspective,  we  are  con- 
stantly examining  how  to  release  the  valuations  inher- 
ent in  these  partial-ownership  positions.  There's  no 
single  right  answer  to  these  questions:  While  a  joint 
venture  is  appropriate  for  some  opportunities,  others 
are  better  served  by  an  outright  merger,  acquisition  or 
direct  investment,  in  which  the  issues  of  control  are 
more  clear-cut.  But  our  experience  suggests  that,  when 
used  in  a  targeted  way,  the  joint-venture  approach  can 
create  shareowner  value  and  accelerate  growth." 


UNLIMITED  PARTNERSHIP 


STEVE  KITTELL  FROM  THE  ATLANTA  COMMITTEE  FOR  THE  OLYMPIC  GAMES  with  JOHN  SCANLAN  FROM  ARAMARK. 


ANYONE  WOULD  HAVE  SEEN 


A     PARKING     LOT.     FORTUNATELY,    ARAMARK  SAW 

AN  OLYMPIC  DINING  HALL 


\l£¥>      John  Scanlan  from  ARAMARK:  "They  said,  'Remember,  this  is  Atlanta  1996.  The  Centennial  Games.  This  has  to 
be  great.'  Well,  we  had  no  intention  of  duplicating  what  we  did  in  Barcelona  jour  years  ago.  Or  Mexico  City  in  'bS. 
^jj^      Or  any  of  the  Games  in  between.  We're  here  to  help  15,000  athletes  and  coaches  from  197  different  cultures.  Athletes 
Hlintal996    who  have  prepared  for  a  lifetime  to  be  better  than  they've  ever  been  in  that  lifetime.  We  know  that  takes  more  than  just  a 

I  j'-mite  Manager 

rJpK&'m"'1  standard  issue  menu.  Or  a  standard  issue  effort,  for  that  matter.  This  is  the  Olympic  Games.  You've  either  prepared  to 
n'jeat.  Or  you  haven't."  We  don't  just  rely  on  a  book  for  all  the  answers  at  ARAMARK.  We  have  no  magic  "Olympic  Games  Menu" 
\\ust  off  every  four  years.  In  Atlanta,  we'll  customize  a  menu  for  every  single  athlete  ij  that's  what  it  takes.  We'll  even  put  a  world-class 


nhen  and  dining  hall  on  a  parking  lot.  It's  a  mind-set  that  makes  it  possible  for  John  to  add,  "In  just  over  four  weeks,  we'll  prepare 
jr  one  million  meals  designed  for  peak  athletic  performance.  Quite  possibly  a  world  record."  AJ^/\fylAf^fc 

If.OURSE  THERE'S  MORE  TO  TELL  ABOUT  UNLIMITED  PARTNERSHIP.  PLEASE  CALL  1 -800- ARAM  ARK.  Managed  Services,  Managed  Better. 
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VICTOR  E.  MILLAR  ■  PRESIDENT  &  CEO 

AT&T  SOLUTIONS 


AT&T 


1  wenty-three 
years  ago,  Peter 
Drucker  said 
it  best:  The  question 
that  faces  the  strategic  decision  maker  is  not  what 
his  organization  should  do  tomorrow.  It  is:  What 
do  we  have  to  do  today  to  be  ready  for  an  uncertain 
tomorrow?' 

"We  exist  at  a  time  of  pervasive  change  and  tur- 
moil: globalization,  industry  intermediation  and 
disintermediation;  alliances  between  competitors  and 
across  industries;  emerging  new  businesses;  redefini- 
tion of  customers,  markets  and  the  very  concept  of 
an  enterprise. 

"The  exponential  growth  in  capabilities  and  dra- 
matic cost  reductions  in  microelectronics,  computing 
and  photonic  technologies  have  enabled  much  of  the 
change.  Now,  the  convergence  of  these  three  tech- 
nology 'engines'  will  power  even  more  new  business 
creation,  industry  transformation  and  competitive 


advantage  opportunities  through  network-centric 
electronic  commerce. 

"In  this  environment,  success  will  depend  on  a 
clear  understanding  of  the  opportunities  created  by 
these  changes,  strategies  that  leverage  this  under- 
standing and  processes  to  swiftly  implement  the 
strategies.  This  requires  a  fundamental  shift  toward 
managing  what  we  do  today  with  a  view  of  the 
future. 

"AT&T  Solutions'  mission  is  to  help  our  clients  in 
this  critical  shift  ...  to  help  them  FuturizeSM.  Begin- 
ning with  our  knowledge  of  the  future  trends  in 
industries,  markets  and  technologies,  we  evaluate 
current  strategies  and  operations;  we  can  then  identify, 
design,  build  and  manage  the  best  business  solutions 
to  position  our  clients  for  success  and  continued 
competitive  advantage.  Our  world-class  cadre  of 
business  and  technology  professionals,  backed  by 
AT&T  Laboratories  and  its  heritage  of  innovation,  is 
dedicated  to  our  clients'  strategic  success." 


ROBERT  DICKHAUS  ■  VICE  PRESIDENT  &  GENERAL  MANAGER, 
INTEGRATED  FACILITY  MANAGEMENT  □  JOHNSON  CONTROLS  INC 


CONTRA 


slHNSON 

lis 


estructuring, 
reengineering 
and  outsourcing 
provide  a  tremendous 
opportunity  for  the  economic  and  financial  success 
of  employers  and  employees  alike. 

"The  key  question  is:  'What  price  will  be  paid  if 
companies  fail  to  outsource  and  maximize  produc- 
tivity?' In  today's  global  economy,  competitiveness 
requires  producing  better  goods  and  services,  at 
more  attractive  prices,  than  other  companies  world- 
wide. Is  maintaining  existing  non-core  staff  and  tra- 
ditional processes  worth  jeopardizing  a  corpora- 
tion's survival?  Savvy  senior  managers  believe 
restructuring,  reengineering  and  outsourcing  are  not 
fads,  nor  one-time  responses  to  specific  business 
losses.  They  believe  these  strategies  must  be  con- 
stantly employed  to  keep  corporations  globally  com- 
petitive, thereby  assuring  their  profitability  and 


growth.  That  growth  will  translate  into  new  busi- 
ness investment  and  secure  employment  for  our 
next  generation  of  workers. 

"As  the  world's  leading  provider  of  integrated  facility 
management  services,  Johnson  Controls'  success 
depends  on  supporting  these  strategies  and  maximiz- 
ing our  clients'  productivity.  Our  ability  to  manage 
real  estate  and  facility  support  programs  on  an  inter- 
national basis  also  involves  the  development  of  effec- 
tive alliances  with  partners  whose  core  competency 
provides  an  ideal  fit  within  our  integrated  programs. 
These  are  not  subcontractor  nor  vendor  relation- 
ships, but  established  partnerships  that  have  reduced 
operating  costs  for  clients  to  levels  that  have  added 
dramatically  to  their  marketing  competitiveness. 
Tomorrow's  facility  services  world  will  belong  to 
those  who  can  effectively  manage  these  relation- 
ships, and  bring  exceptional  value  to  long-term, 
synergistic,  global  client  programs." 


Oppenheimer  &  Co.,  Inc 


Securities  Brokerage 
❖ 

Investment  Banking 
❖ 

Asset  Management 

Retirement  Services 

Oppenheimer  Tower,  World  Financial  Center,  New  York,  NY  10281 
(212)  667-7000  •  (800)  999-6726 

El 

Oppenheimer  &  Co.,  Inc. 

Member  SIPC 


New  York,  Atlanta,  Boston,  Chicago,  Ft.  Lauderdale,  Houston, 
Los  Angeles,  Miami,  St.  Louis,  San  Francisco,  Seattle 
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THE  FUTURIZE  300 

OVER  SI 0,000,000,000 


The  Futurize  300  recognizes  those  CEOs  of 
Global  2000  companies  whose  vision  of  the 
future  has  significantly  changed  the  way 
business  is  done  by  futurizing  with  innovative 
applications  of  Electronic  Commerce.  Prior 
Futurize  300  winners  have  not  only  significant- 
ly increased  profit  levels,  but  have  successfully 
changed  the  rules  of  competition  and  created  a 
sustainable  competitive  advantage. 


KEVIN  W  ALLEN 

CEO.  WorldZip  Propulsion  Corp.  Originally 
electromagnetic  engineer.  48.  Married,  eight 
children.  Company  invented  next-generation 
Zip  engine  technology,  enabling  virtually 
instantaneous  interplanetary  transportation. 
"Futurizing  with  AT&T  Solutions  changed 
the  way  we  operated.  Aligning  our  company 
through  innovative  Electronic  Commerce  appli- 
cations with  our  supplier-partners  and  our 
customers  gave  us  a  competitive  advantage 
most  CEOs  only  dream  about."  Company 
reached  $10  billion  mark  in  May  2018.  Multi- 
billionaire  by  age  30.  Coined  phrase  "Futurize 
and  realize  a  new  enterprise."  Owns  ranch  in 
Wyoming,  castle  in  Scotland,  10  acres  on  Mars. 
Twice  named  Worldwide  CEO  of  the  Year. 


SADIE  WHITE 


CEO.  $  Inc.,  the  world's  leading  financial 
conglomerate.  Originally  a  stockbroker.  Master's 
in  Finance.  59.  Married.  Two  children.  One  of  the 
first  to  Futurize  with  AT&T  Solutions. 
Responsible  for  spawning  new  businesses 
through  Electronic  Commerce  by  creating  first 
monetary  system  that  combines  banking, 
money-managing,  tax  accounting,  insurance, 
and  bill-paying  without  paper  or  conventional 
accounts.  Credited  for  uniting  28  financial  insti- 

(continued  in  the  future) 


WHY  NOT  SEND  A  CHILD 
TO  CYBER  CAMP? 

We  need  sponsors  who  can  help  less-fortunate  children  learn  the  way  other  children  do.  Please  help. 

THE  AMERICAN  CYBER  CAMP  COUNCIL 
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23  years  later,  our  mission 
is  the  same  as  it  was 
back  in  1996.  FUTURIZE. 

For  over  20  years,  AT&T  Solutions  has 
helped  Global  2000  companies  Futurize 
through  Electronic  Commerce.  By  anticipat- 
ing future  trends,  AT&T  Solutions  helps 
them  manage  the  present  from  the  future, 
change  the  rules  of  competition  and  create 
amazing  new  ways  of  doing  business.  With 
innovations  from  AT&T  Labs,  AT&T  Solutions 
continues  to  design,  build  and  operate  the 
most  advanced  solutions  to  help  our  clients 
Futurize.  We've  improved  their  profitability. 
We've  put  them  light-years  ahead  of  the 

FUTURIZE  ■  competition.  And  we  can  do  it  for  you. 
Absolutions 


AT&T 


©  1996  AT&T  Solutions 


JOSEPH  NEUBAUER  ■  CHAIRMAN  AND  CEO 
ARAMARK  CORPORATION 


ARAMARK 


"  n    n  anagement  guru 

Peter  Drucker  says 
we're  all  on  our 
way  to  working  perma- 
nently with  people  who  work  for  us  but  are  not  our 
employees.  Within  10  years,  you'll  likely  outsource  all 
work  that  does  not  have  a  career  ladder  to  senior  man- 
agement, and  you'll  do  this  not  to  further  economize 
but,  in  Drucker's  opinion,  to  improve  quality. 

"The  challenge  for  key  decision  makers  in  industry, 
government  and  the  nonprofit  sector  today  is  to  find 
better  ways  to  employ  our  internal  and  external 
resources.  Define  what  is  core  and  marginal  to  the 
enterprise.  Then,  focus  our  energy  on  core  compe- 
tencies and  open  our  enterprises  to  a  range  of  part- 
nerships with  experts  in  those  support  areas  like  din- 
ing, facilities  management,  accounting,  uniforms, 
child  care  and  health  care  to  address  the  marginal 
areas  of  the  organization.  Concentrate  on  what  one 
does  best,  and  trust  partners  to  handle  the  rest. 


"For  those  of  us  who  deliver  these  managed  ser- 
vices for  a  living,  we're  changing  the  way  we  market 
ourselves.  We're  no  longer  talking  exclusively  about 
enhanced  product  or  service  quality,  greater  access 
to  new  technology,  significant  cost  reduction,  or  even 
our  ability  to  help  drive  a  customer's  top-line  growth. 
Rather,  we're  balancing  emotional  and  rational 
appeals,  and  we're  integrating  subjective  and  objec- 
tive customer  needs  as  we've  never  done  before. 
Whether  we're  seeking  to  form  a  new  partnership  or 
expand  one  that  already  exists,  we're  asking  our  part- 
ners to  act  proactively,  not  reactively,  strategically,  not 
merely  tactically,  and  to  constantly  strive  for  overall 
revenue  enhancement,  not  just  cost  reduction. 

"At  ARAMARK,  we  view  this  bold  yet  sensible  open 
enterprise  strategy,  implemented  over  and  over 
throughout  our  global  marketplace,  as  the  beginning 
of  the  Re-Sourcing  revolution." 


NATHAN  GANTCHER  ■  PRESIDENT  AND  CO-CEO 
OPPENHEIMER  &  CO.,  INC. 

□ppenheimep  &  Co.Jnc 
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1  he  astonishing 
restructuring  of 
Corporate 

America  that  we  have  witnessed  in  the  past  two  or 
three  years  could  hardly  have  been  anticipated  by 
even  the  most  prescient  at  the  beginning  of  the 
decade.  Political  and  economic  developments  world- 
wide have  added  impetus  for  a  re-examination  of 
long-established  business  management  practices. 

"The  need  to  react  rapidly  and  effectively  to  a 
changing  environment  has  forced  senior  executives 
to  consider  radically  different  solutions  to  problems 
that  in  the  past  might  well  have  been  solved  by  rely- 
ing on  internal  resources.  Increasingly  we  see  even 
the  most  mundane  aspects  of  a  corporation's  day-to- 
day activities  being  thoroughly  analyzed  with  an  eye 
to  greater  efficiency. 


"One  cannot  view  the  proposed  privatization  of 
many  government  services  without  concluding  that 
those  who  undertake  these  tasks  will  require  an 
extraordinary  amount  of  innovative  collaboration.  It 
is  just  this  sort  of  previously  unimaginable  enterprise 
that  demands  fresh  and  open-minded  thinking  on  the 
part  of  those  involved. 

"Reaching  out  to  form  global  strategic  alliances  can 
provide  the  flexibility  that  business  leaders  must 
have.  A  propensity  to  continuously  examine  the  tra- 
ditional ways  in  which  business  is  conducted  is 
essential.  The  willingness  to  draw  on  the  worldwide 
pool  of  inquisitive,  imaginative  talents  can  help  meet 
the  challenges  of  the  21st  century." 


ET'S  tdlk  about 

70  BILLION 


dollars  worth 

o  Chidden 


Mentally  peel  back  the  walls  of 
your  building,  and  what  do  you 
find?  Cost.  Lots  of  it.  Sure  there's 
utility  cost,  but  the  maintenance, 
repair  and  staffing  costs  related  to 
a  facility's  energy  systems  are  even 
larger.  Factor  in  your  other  build- 
ing systems  and  support  opera- 
tions and  their  administrative 
costs,  and  the  numbers  are  huge. 
The  buildings  in  North  America 


cost  over  $70  billion  to  run  last 
year.  A  lot  of  it  was  misspent. 
Johnson  Controls  has  the  experi- 
ence to  identify  these  operational 
inefficiencies.  And  the  resources 
to  correct  them,  often  saving  mil- 
lions. Call  us  at  1-800-972-8040, 
ext.  296.  And  let  us  help  bring 
your  cost  problems  out  of  hiding. 

JQHNSON 
CONTROLS 


BUILDING     OPERATIONS     AND  MAINTENANCE   


PROPERTY  MANAGEMENT 


to 
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joellin  comerford  ■  worldwide  managing  partner, 
business  process  management   andersen  consulting 

Andersen 
Consulting 


"  [p^\  eter  Drucker  has 
L^y  identified  an 
J      emerging  net- 
work society, '  a  business 
environment  in  which  organizations  may  be  out- 
sourcing all  work  that  is  support  rather  than  revenue 

producing  There  is  a  growing  evolution  towards 

outsourcing  and  outsourcing  vendors  . . . '  That  evolu- 
tion already  includes  a  long  list  of  successful  enter- 
prises, from  British  Petroleum  and  The  Dial  Corp.  to 
Freeport-McMoRan,  Halliburton  Energy  Services  and 
LTV  Corp.  In  the  past,  the  key  driver  behind  an  out- 
sourcing decision  was  often  cost  reductions.  Today, 
companies  are  outsourcing  in  order  to  increase  their 
profits,  strengthen  their  competitive  posture  and  con- 
tract for  defined  business  results. 

"Business  Process  Management  is  Andersen 
Consulting's  brand  of  outsourcing  —  our  response  to 
the  growing  needs  of  our  clients.  Through  Business 


Process  Management,  we  partner  with  our  clients  to 
create  excellence  —  world-class  business  perfor- 
mance in  Information  Technology  (IT),  logistics  and 
other  business  processes.  Our  strategic  partnering 
approach  frees  our  clients  to  focus  on  those  activi- 
ties that  are  critical  to  their  competitive  strength. 

"Business  Process  Management  offers  Andersen 
Consulting  clients  a  way  to  transform  an  internal 
process  or  function  into  a  proactive  service  with 
pre-defined  levels  of  performance.  It  also  ensures 
predictable  business  results  in  a  changing  business 
environment;  access  to  new  ideas,  best  practices  and 
the  latest  tools;  and  a  way  of  converting  fixed  costs 
into  variable  costs  that  correlate  with  value  created. 
Most  important  of  all,  Andersen  Consulting's  service 
offerings  in  Business  Process  Management  transform 
our  clients'  and  support  personnel  into  proactive 
service  providers  who  are  responsive  to  their 
business  needs." 


o 


GEORGE  N.  HATSOPOULOS  ■  FOUNDER,  CHAIRMAN  AND  PRESIDENT 
THERMO  ELECTRON  CORPORATION 


F£  Thermo  Electron 


f  I  had  to  choose 
one  word  that  aptly 
describes  what 
distinguishes  Thermo 
Electron  from  other  com- 
panies, I  would  say,  Pride.'  Pride  in  investing  nearly  30 
years  in  the  development  of  a  mechanical  heart-assist 
device  that  is  now  being  used  to  save  lives.  Pride  in 
continuously  offering  new  technologies  and  services 
that  both  preserve  and  clean  up  our  environment. 
Pride  in  developing  sophisticated  instruments  that  can 
be  used  to  protect  people  from  dangers  ranging  from 
contaminants  in  food  to  explosives  in  luggage. 

"Of  the  many  benefits  derived  from  our  unique 
spinout  strategy,  which  has  allowed  us  to  create,  fund 
and  grow  promising  new  ventures,  by  far  one  of  the 
greatest  is  the  sense  of  pride  it  has  instilled  in  the 
individuals  working  in  those  businesses.  By  forming 
new  spinouts.  we  set  extremely  high  goals,  but  can 
offer  numerous  incentives  in  the  form  of  stock 


options  that  give  employees  a  true  sense  of  owner- 
ship and  emphasize  accountability  in  the  success,  or 
failure,  of  their  company. 

"We  have  tried  hard  over  the  years  to  provide  a  climate 
at  Thermo  Electron  that  fosters  creativity  and  entrepre- 
neurship  —  where  an  engineer  with  a  great  idea  can 
one  day  be  a  CEO.  In  the  process,  we  have  also  enjoyed 
financial  success,  having  announced  our  eleventh  con- 
secutive year  of  record  revenues  and  earnings. 

"Looking  forward,  our  challenges  and  opportunities 
are  many.  We  want  to  continue  building  on  the  dedi- 
cation of  our  employees  through  the  perpetuation  of 
our  spinout  strategy.  We  also  want  to  continue  creat- 
ing value  for  our  shareholders  and  customers  by 
developing  new  technologies  to  serve  emerging 
needs  in  society.  Our  goal  is  to  extend  the  pride  felt 
within  our  company  to  those  who  offer  their  sup- 
port from  the  outside,  making  them  feel  part  of  the 
Thermo  family  as  well." 


[he  greatest  force  for  driving  business 
into  the  2  1st  century 

was  already  in  motion  by  1887- 


Albert  Gallatin  Edwards  founded  the 
firm  that  bears  his  name  with  a  simple 
commitment  -  put  the  client  first.  The  goal 
was  to  create  a  company  worthy  of  the 
client's  trust.  One  that  provides  depend- 
able business  and  investment  advice. 

This  tradition  lives  on  in  each  of  our 
535  offices  nationwide,  as  true  today 
as  it  was  in  1887. 


Call  the  office  near  you  to  put  this  force 
to  work  for  you  and  your  company. 


D  usted  Advice  •  Exceptional  Service 

AG.  Edwards 

*S    INVESTMENTS  SINCE  1887 


rSIPC 

G  Edwards  &  Sons,  Inc. 


m 


>> 

-P 

£Z 

CD 

O 

-P 

CO 

r— 1 

C\] 

cd 

i-- 

-p 

CM 
lO 

• -'V  * 

*3- 

LO 

j 

o 

o 
o 

00 

■ 

CO 

+-> 

CD 

o 

•  1 

t 

Q 

>- 

eu 

-p 

z 

ro 

t_ 
o 

-p 

-!-> 
(/> 

00 

<c 

4- 

CD 

> 

■ 

-P 

CM 

OV 
i— 1 

> 

\ 

o 

vo 
I— 1 

t— 1 

>> 

1 — 1 

BENJAMIN  F.  EDWARDS  III  ■  CHAIRMAN  AND  CEO 

A.G.  EDWARDS,  INC. 


AGEdwards 

to/  INVESTMENTS  SINCE  1887 


dvances  in  tech- 
nology  and  com- 
munications, com- 
bined with  the  globalization  of  commerce  and  new 
managerial  approaches,  have  already  had  a  tremen- 
dous impact  on  American  businesses.  Many  execu- 
tives continue  to  speculate  about  what  it  will  take 
for  businesses  to  be  competitive  in  the  next  century. 

indeed,  corporations  and  the  executives  who 
guide  them  must  be  prepared  to  take  advantage  of 
rapidly  changing  business  conditions  and  seek  out 
growth  opportunities  to  maintain  their  competitive 
edge  and  enhance  shareholder  value.  However,  once 
these  executives  decide  to  implement  significant 
operational  or  directional  changes,  they  are  often 
confronted  with  a  host  of  strategic  and  managerial 
challenges  as  they  seek  to  make  their  vision  a  reality. 


"A.G.  Edwards  assists  corporate  clients  as  they 
investigate  and  pursue  their  competitive  options. 
Our  Investment  Banking  Department  has  helped  our 
corporate  clients  evaluate  and  assess  the  services  and 
business  relationships  they  will  need  to  succeed  in 
the  21st  century.  Whether  they  pursue  an  outright 
acquisition,  a  marketing  initiative  or  a  strategic 
alliance,  we  help  our  clients  identify  and  address 
their  strategic  options  and  assess  growth  opportuni- 
ties as  they  work  to  broaden  their  business  base  and 
strengthen  their  foothold  in  their  industry. 

"A.G.  Edwards  is  pleased  to  be  a  sponsor  of  the 
innovative  Strategies  for  the  21st  Century'  confer- 
ence that  will  bring  together  executives  who  have 
experienced  and  addressed  many  of  these  pressing 
challenges." 


REIJANE  HUAI  ■  CHAIRMAN,  PRESIDENT  AND  CEO 
CHEYENNE  SOFTWARE,  INC. 


cheyeKne 


very  few  years,  a 
!=>  paradigm  shift 
8£B  >  1 1 — i  rocks  the  tech- 

nology  industry.  In  the 
early  1980s,  it  was  the  PC.  Next  came  the  graphical 
user  interface,  local  area  networks,  client/server  com- 
puting and  the  current  Internet  or  Web'  rage.  With 
each  paradigm  shift,  new  technology  companies  are 
born,  and  others  fade  away.  Only  a  handful  of  high- 
tech firms  manage  to  ride  the  wave  of  multiple  para- 
digm shifts.  Cheyenne  is  one  of  them. 

"The  world's  leading  maker  of  storage  management 
software,  Cheyenne's  global  success  is  built  upon 
three  cornerstones:  unparalleled  products,  distin- 
guished partnerships  and  premier  support  of  world- 
wide customers. 

"Already,  our  storage  management,  communications 
and  security  products  help  protect  a  corporation's 
most  important  asset  —  data  —  whether  it  resides 


on  Unix,  NetWare,  Windows  NT  or  OS/2  networks.  If 
disaster  strikes,  Cheyenne's  flagship  ARCserve  prod- 
uct can  quickly  restore  corporate  databases,  group- 
ware  and  messaging  systems,  or  Internet  servers  — 
the  very  lifeblood  of  today's  businesses. 

"Cheyenne  has  forged  partnerships  with  the 
world's  leading  hardware  and  software  companies  — 
including  Computer  Associates,  Compaq,  Microsoft 
and  Novell,  among  others  —  to  ensure  that  its  soft- 
ware solutions  are  open'  to  run  on  current  and 
future  computing  platforms.  Cheyenne  has  also 
assembled  a  worldwide  reseller  network  committed 
to  offering  premier  customer  support. 

"By  leveraging  our  partnerships  and  state-of-the-art 
storage  management  and  security  software,  Cheyenne 
is  well  positioned  to  help  corporations  accelerate 
their  deployment  of  leading-edge  information  sys- 
tems —  such  as  World  Wide  Web  services  —  and  addi- 
tional information  technology  that  is  still  to  come." 
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THERMO 

ELECTRON 

CORPORAT 

O  N 

A  Perpetual  Idea 

Machine 
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If  I  had  to  choose  one  word  that  aptly 
describes  what  distinguishes  Thermo 
Electron  from  other  companies,  I  would 
say,  'Pride.'  Pride  in  investing  30  years  in 
the  development  of  a  mechanical  heart- 
assist  device  that  is  now  being  used  to 
save  lives.  Pride  in  continuously  offering 
new  technologies  and  services  that  both 
preserve  and  clean  up  our  environment. 
Pride  in  developing  sophisticated  instru- 
ments that  can  be  used  to  protect  people 
from  dangers  ranging  from  contaminants 
in  food  to  explosives  in  luggage. 
"Of  the  many  benefits  derived  from  our  unique  spinout  strategy,  which  has 
allowed  us  to  create,  fund,  and  grow  promising  new  ventures,  by  far  one  of  the 
greatest  is  the  sense  of  pride  it  has  instilled  in  the  individuals  working  in  those  busi- 
nesses. By  forming  new  spinouts,  we  set  extremely  high  goals,  but  can  offer  numerous 
incentives  in  the  form  of  stock  options  that  give  employees  a  true  sense  of  ownership 
and  emphasize  accountability  in  the  success,  or  failure,  of  their  company. 

"We  have  tried  hard  over  the  years  to  provide  a  climate  at  Thermo  Electron 
that  fosters  creativity  and  entrepreneurship  —  where  an  engineer  with  a  great  idea 
can  one  day  be  a  CEO.  In  the  process,  we  have  also  enjoyed  financial  success,  having 
announced  our  eleventh  consecutive  year  of  record  revenues  and  earnings. 

"Looking  forward,  our  challenges  and  opportunities  are  many.  We  want  to 
continue  building  on  the  dedication  of  our  employees  through  the  perpetuation  of  our 
spinout  strategy.  We  also  want  to  continue  creating  value  for  our  shareholders  and 
customers  by  developing  new  technologies  to  serve  emerging  needs  in  society.  Our 
goal  is  to  extend  the  pride  felt  within  our  company  to  those  who  offer  their  support 
from  the  outside,  making  them  feel  part  of  the  Thermo  family  as  well." 

George  N.  Hatsopoulos 
Founder,  Chairman,  and  President 
Thermo  Electron  Corporation 

f£  Thermo  Electron 


In  the  business  of  network  backup,  you  get  to  the  top  by 
setting  the  standard.  And  you  stay  on  top  by  raising  it. 

That's  precisely  what  Cheyenne  has  done  with  ARCserve  6.0. 
The  NetWare  backup  solution  that  combines  innovative 
new  technologies  with  unsurpassed  performance  and 
industry-leading  technical  support. 

New  features  include: 

•  Support  for  NetWare  4.1,  NDS,  and  Extended  Schema. 

•  Automated  disaster  recovery,  for  quick  restoration  of 

downed  servers. 


•  RAID  fault  tolerance::;  for  uninterrupted  backup  and  restc 

•  High-performance,  interleaving  Push  Agents'';  to  back  up 
remote  servers  simultaneously,  and  eliminate  two-way 
backup  traffic. 

For  a  free  30-day  live  trial  of  ARCserve  6.0  for  NetWare 
call  1-800-4-CHEYENNE**  Operator  65,  or  contact 
your  local  reseller.  You'll  see  what  made  us  the  world 
leader  in  backup  for  the  past  five  years — and  how 
we  plan  to  stay  on  top  for  years  to  come. 


Introducing  Cheyenne  ARCserve  6.0  for  NetWare. 


u~  i 


The  world's  leading 
NetWare'  backup  solution. 


is  now  m 
than  t 


NetWare 
Tested  and 
Approved 

nd  fully  compliant 
with  NDS". 


cheyeKne 


Expect  nothing  U\ 


World  Wide  Web:  http://www.cheyenne.com/arcserve6.html  •  CompuServe:  GO  CHEYENNE  •  Fax:  1-516-465-57) 

©1996  Cheyenne  Software.  All  rights  reserved.  Cheyenne  and  ARCserve  are  registered  trademarks  of  Cheyenne  Software.  Other  product  names  used  herein  are  the  trader* 
of  their  respective  owners.  *RAID  and  Push  Agents  available  as  options. "Outside  of  U.S.A.  and  Canada,  call  1-516-465-4000. 


Genetically  altered  seeds  hold  great  promise  for  seed  companies 
and  for  the  fast-growing  world  population. 

Another  agricultural 
revolution 


By  Howard  Rudnitsky 

Genetic  engineering  is  beginning 
to  transform  agriculture.  Insect-resis- 
itant  cotton  seed  is  a  dream  now  come 
true  for  cotton  farmers  who  have  been 
spraying  expensive  insecticides  on 
i their  crops  for  years. 

They  can  get  the  miraculous  stuff 
this  year  from  the  country's  biggest 
jcotton  seed  producer,  Delta  &  Pine 
Land  Co.  "We  have  enough  for  2.5 


million  acres,"  says  Roger  Malkin,  65, 
chairman  and  chief  executiv  e  of  the 
Scott,  Miss. -based  company.  "Last 
year  we  had  enough  for  only  26,000 
acres." 

Malkin  goes  on:  "Analysts  figure 
we'll  gross  $89  million  in  [genetically 
engineered]  cotton  seed  sales  alone 
this  year.1''  That's  a  big  gain  for  a 
company  whose  entire  1995  cotton 


rizona  farmer  planting  new  insect-resistant  cotton 
dream  come  true. 


seed 


seed  revenues  were  estimated  at 
around  $60  million. 

Genetic  engineering  is  beginning 
to  transform  farming.  The  world  is  on 
the  edge  of  a  major  agricultural  revo- 
lution, ushering  in  not  only  higher 
profits  for  a  handful  of  agricultural 
and  biotechnology  companies,  and, 
in  some  instances,  farmers,  but  also 
better  products  for  consumers. 

Seed  industry  executives 
say  that  in  five  to  ten  years 
they  will  produce,  among 
other  things,  seeds  that  are 
more  drought  resistant, 
seeds  that  produce  corn 
with  higher  protein  con- 
tent and  seeds  that  produce 
potatoes  with  more  starch, 
less  water. 

The  new  seeds  won't  be 
cheap,  but  in  the  end  they 
will  save  farmers  money.  It 
will  cost  about  $43  for 
enough  insect-resistant 
cotton  seed  to  sow  an  acre, 
as  against  $10  for  nonge- 
netically  engineered  seed. 
But  that's  a  bargain  when 
you  consider  that  the  farm- 
ers will  gain  $70  to  $130  an 
acre  from  less  spraying  and 
increased  yield. 

d&pl  produces  the  in- 
sect-resistant cotton  seed, 
dubbed  NuCotn,  which  in- 
corporates technology  de- 
veloped by  Monsanto — the 
agricultural  and  chemical 
giant  that  derived  a  gene 
from  Bacillus  thuringiensis 
(Bt).  Bred  into  the  cotton 
seed,  the  gene  kills  harmful 
insects  during  the  growing 
season. 
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Bioengineered  (center)  versus  traditional  cotton 
No  more  spraying. 


This  year  Ciba  Seeds  and  Mycogen 
Corp.  are  introducing  Bt  corn  seed. 
Bt  seed  is  engineered  to  kill  pests  such 
as  the  European  corn  borer,  which 
cost  U.S.  farmers  as  much  as  $1  bil- 
lion last  year.  The  seed  will  become 
available  in  greater  quantity  in  1997. 

Monsanto  has  just  introduced  her- 
bicide-resistant soybean  seeds  and  ex- 
pects to  bring  herbicide-resistant  corn 
seed  to  market  in  1998  or  1999.  Use 
of  this  seed  will  enable  farmers  to 
eradicate  weeds  with  herbicide  with- 
out damaging  the  crops. 

Until  recently,  seeds  have  been 
largely  commodity  products.  The 
new  genetically  engineered  seeds  are 


proprietary  products.  The  gross  mar- 
gin on  a  bag  of  Bt  corn  seed  can  run  to 
$60,  nearly  twice  the  margin  on  a  bag 
of  regular  corn  seed — according  to 
NatWest  analyst  Mark  Wiltamuth. 

Lured  by  the  prospect  of  profitable 
new  products,  Monsanto  has  spent 
close  to  $2  billion  on  genetic  engi- 
neering R&D  since  the  late  1970s.  It 
projects  industry-wide  revenues  from 
genetically  engineered  seeds  at  $6.6 
billion  by  2005.  Monsanto  will  get 
gene  licensing  royalties  and  profits 
from  seed  to  add  to  its  herbicide 
earnings. 

These  new  products  and  their  pros- 
pects have  excited  investors  (sec  ta- 


ble). Monsanto — one  of  the  biggest 
players  in  both  herbicides  ($2  billion) 
and  genetic  seed  technology — has 
seen  its  shares  double. 

As  with  any  change,  the  path  for 
genetically  engineered  seeds  w  on't  be 
a  straight  path.  Mistakes  will  be  made 
Luddites  and  litigation  could  slow 
progress. 

Hundreds  of  small  seed  companies 
will  be  hurt  or  go  out  of  business.  Big 
crop-protection  players  are  also  likelvl 
to  be  hurt.  These  include  DowElancq 
(a  Dow  Chemical/Eli  Lilly  joint  venj 
ture ),  the  American  Cyanamid  divi- 
sion of  American  Home  Products 
Bayer,  BASF,  Zeneca,  Ciba-Geigy  and 
Du  Pont.  Bug-resistant  seeds  simply 
won't  require  as  much  pesticide. 

Hedging  against  this,  DowElancq 
recently  invested  $200  million  in  San 
Diego-based  Mycogen,  a  $113  milj 
lion  (revenues)  gene  engineering  anq 
seed  company  with  40  gene  varietiesj 
Monsanto  invested  $350  million  tq 
buy  interests  in  Illinois-based  DeKalb 
Genetics  and  Davis,  Calif-based  Calj 
gene  Inc.,  to  create  a  stronger  tech] 
nology  position. 

Look,  too,  for  continuing  patent 
litigation.  Monsanto  has  been  in] 
volved  in  lawsuits  against  Mycogen 
Calgene  recently  won  a  patent  dispute 
invok  ing  its  Flavr  Savr  gene  technol 
ogy  used  in  tomatoes. 

Regulator}'  hurdles  can  limit  prog 
ress.  Robert  Shapiro,  Monsantc 
chairman  and  chief  executive,  report 
that  in  Europe  and  Japan  there  an 
agriculture  groups  that  have  said) 
"We  don't  need  genetically  engi 
neered  seeds.  Let's  continue  to  pro 
duce  traditional  seeds."  Shapiro  fig 
ures  that  attitude  is  changing.  But  a; 
of  now,  the  bureaucrats  of  the  Euro 
pean   Union   have   approved  onl 


Major  ag-biotech  players 


Company 


Calgene 
Ciba-Geigy* 
DeKalb  Genetics 
Delta  &  Pine  Land 
Ecogen 
Monsanto 
Mycogen 
Pioneer  Hi-Bred 

*ln  merger  with  Sandcz  to  be  named  Novartis:  tNot  meaningful. 
Sources:  IBES,  Inc.;  Forbes. 


Major  agricultural  products 

Sales 

EPS 

Price/ 

-Price  

1995 

1996 

earnings 

recent 

52-week 

($mil) 

est 

ratio 

high  low 

tomatoes,  cotton  seed,  canola 

$57.0 

-0.63 

-t 

511/16 

9%  41/4 

herbicides,  corn  seed 

1,725 

3.6 

16 

59 

63  30 

corn  seed,  swine 

319.0 

2.57 

34 

87 

87  32% 

cotton  seed,  soybeans 

79.0 

0.80 

60 

47% 

49%  11% 

gene  material,  pesticides 

12.0 

0.08 

62 

415/16 

137/ie  3% 

herbicides,  gene  material 

8,960.0 

7.36 

20 

150% 

158%  79% 

corn  seed,  gene  material 

113.0 

-0.22 

-t 

17% 

20  7% 

corn  seed,  soybeans 

1.530.0 

2.56 

22 

56V4 

60%  36 

Most  ag-biotech 
companies  have 
found  investor 
favor,  but  a  few 
have  yet  to  join 
the  party. 
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Life  expectancy  is  increasing  all  the  time. 
That's  why  we  built  in  a  500-year  safety  margin. 

Ref.  3750  The  automatic  Da  Vinci  chronograph  with  perpetual  calendar 
Suggested  retail  price  $  24500.- 


IWC 


For  complete  catalog  please  call  (800)  432-9330 


Roundup  Ready  Soybean;  Japan 
hasn't  approved  any.  Until  Europe 
and  Japan  give  their  blessing,  U.S. 
farmers  who  export  may  be  reluctant 
to  use  genetically  engineered  seeds. 
To  reassure  them,  Mycogen  has  said  it 
will  buy  back  any  corn  grown  from  Bt 


seeds  should  tanners  be  unable  to  sell 
it  through  normal  channels. 

There  will  be  unsuccessful  prod- 
ucts. Calgene's  original  Flavr  Savr 
tomato  was  a  big  disappointment. 
Pioneer  Hi-Bred  International  incor- 
porated genes  from  Brazil  nuts  into 


Comparing  corn  borer-resistant 
leaf  with  susceptible  leaf 
Worth  the  price. 


soybean  seeds  to  increase  the  amount 
of  amino  acid  in  soybeans,  making 
them  more  nutritious  as  animal  feed. 
But  the  process  produced  proteins 
that  induced  an  allergic  reaction  in 
humans,  and  thus  made  the  seeds 
unsuitable  to  enter  the  human  food 
chain.  Pioneer  discontinued  work  on 
the  product. 

When  Monsanto  initially  intro- 
duced bovine  somatotropin,  or  BST,  a 
hormone  that  increases  a  cow's  ability 
to  produce  milk,  environmental 
groups  and  large  milk  processors  such 
as  Farmland  Dairies  claimed  that  BST 
would  get  into  the  milk  supply  and 
harm  humans.  The  claims  were  un- 
supported by  scientific  evidence,  but 
the  resulting  bad  publicity  had  initial- 
ly hurt  sales. 

There  will  be  more  such  setbacks, 
but — one  hopes — the  human  race  is 
on  the  edge  of  deriving  vast  benefits 
from  genetic  engineering.  Bi 


THUNDERBM)  Is  Ranked  #1 
In  International  Management  Education. 


TOP  5  INTERNATIONAL 
BUSINESS  SCHOOLS: 

1.  Thunderbird  - 

The  AmericanGraduate  School 
of  International  Management 

2.  Univ.  of  S.  Carolina 

3.  Wharton  (Univ.  of  Penn.) 

4.  Columbia  Univ.  (N.Y.) 

5.  Harvard  Univ. 

U.S.  News  &  World  Report 

March  18,1996 

Ameiiai 's  Best  Graduate  Schools 


The  programs  arc  ranked  best  by  business 
school  deans,  M  B, A.  program  heads  and 
corporate  recruiters  in  the  U.S.  NEWS 
reputational  survey. 


THUNDERBIRD  offers: 

•  The  Master  of  International  Management 

degree  which  requires  courses  in 
international  management,  international 
business  environment  and  any  of  ten 
foreign  languages. 


•  The  Executive  Master 
of  International 
Management  degree. 
A  two-year  program  for 
working  professionals. 


0 
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•  The  Post  MBA  degree  for  those  who  wish 
to  complement  their  traditional  business 
degree  with  a  focus  on  the  global  market. 

•  AACSB  ACCREDITED 


MOm  THUNDERBIRD 

,  r  ^ ■    1,11   Vmeru  vn  Ghadi  \  i  i  Si  hooi 

JBft  Ml    l\ I  I  H\  VI  ION  \l    M  AN  MEN! 

50  Years  of  Global  Leadership 

Office  of  Admissions  •  15249  North  59th  Avenue  •  Glendale,  Arizona  853064003  •  Tel  US.  l-800-i5"-6954  •  Fax  602439-5432  •  Tel.  Intl.  602-978-7210 

http://www.tbird.edu 


CIRCLE  K  POSTS 
RECORD  GAINS. 


"The  gains  have  been  enormous  for  both 
Circle  K  employees  and  suppliers  since  our 
association  with  United  Cerebral  Palsy.  And  we're 
glad  to  see  more  and  more  companies  joining  our 
efforts." 

"Why?  Because  for  the  last  eleven  years 
UCP  has  worked  creatively  with  Circle  K  to  devise 
programs  that  link  our  suppliers  together,  so  we 
can  spread  the  positive  feelings." 

"For  example,  our  Superior  Coffee 
promotion  donated  a  percentage  of  sales  to  UCP 


for  every  cup  sold  at  Circle  K.  Sales  boomed,  and 
UCP  benefited." 

"And  that's  what  matters  most.  Because  for 
nearly  half  a  century,  UCP  has  been  creating 
opportunities  for  people  with  disabilities  to  help 
them  realize  their  full  potential." 

"Now  if  this  kind  of  charitable  partnership 
has  piqued  your  interest,  I  wholeheartedly 
encourage  you  to  call  UCP  —  United  Cerebral 
Palsy  —  and  see  what  they  can  be  worth  to  your 
company." 


i: 


ucp 

You  see  people.  We  see  promise. 


R  MORE  INFORMATION  ON  BECOMING  A  CORPORATE  SPONSOR,  CALL  1-800-944-4UCP 


Sponsored  by  the  UCP  Volunteer  Corporate  Advisory  Commit 


Downsizing? 

How  about  new  desks  for  the  survivors? 

You  say  65%  off, 
they  say  71% 


By  Christie  Brown 

HAWORTH,  Inc.  is  something  of  a 
phenomenon  in  a  sluggish  business. 
The  Holland,  Mich. -based  maker  of 
office  furniture  has  nearly  doubled 
sales  since  1991  in  a  business  where 


overall  revenues  increased  just  30%. 

With  1995  revenues  of  $1.2  billion, 
privately  ow  ned  Haworth  has  beaten 
out  publicly  traded  Herman  Miller, 
Inc.  for  the  number  two  spot  in  the 


industry,  and  narrow  ed  the  gap  w  ith 
the  giant,  $2.5  billion  Steelcase  Inc. 
Haworth  is  highly  profitable:  Analysts 
estimate  Haworth  has  operating  mar- 
gins of  10%,  versus  8%  at  Miller  and 
6%  at  Steelcase. 

I  laworth's  secret,  if  secret  it  can  be 
called,  can  be  summed  up  in  one 
word:  price.  Privately  owned  by  Rich- 
ard Haworth  and  his  four  sisters,  the 
company  runs  a  lean  ship  and  prices  its 
goods  accordingly. 

This  feisty  dark  horse  w  as  founded 
by  Gerrard  Haworth  in  1948,  and,  at 
84,  he  still  comes  to  the  office  every 
day.  His  son,  Richard,  53,  is  the  chair- 
man and  owns  more  than  50%  of  the 
company;  his  sisters  own  the  rest. 

Haworth  started  modestly,  making 
wood  and  glass  office  partitions,  and 
staved  small  until  1975,  when  the 


Chairman  Richard 
Haworth  (foreground) 
and  President 
Gerald  Johanneson 
Beating  out 
Herman  Miller 
for  number  two  and 
closing  the  gap 
with  Steelcase. 
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Templeton  Growth  Fund 


224.2% 

1  O-year 

89.3% 

5-year 

14.1% 

1-year 

13.6% 

5-year 

12.5%  fe 

10-year 

Cumulative  Total  Returns! 

a 

Average  Annual  Total  Returns? 

A  Global  Route  To  A  Well-Diversified  Portfolio. 


Foreign  markets  are  sometimes  more  volatile  than  those  in  the  U.S., 
and  for  experienced  investors,  volatility  usually  means  risk.  At  Templeton, 
we  understand  that  temporary  price  fluctuations  often  may  result  more 
from  emotions  and  short-term  speculation  than  changes  in  underlying 
value,  especially  in  foreign  markets.  Through  more  than  50  years  of 
experience,  we  have  developed  a  strategy  designed  to  identify  genuine 
value  to  help  hedge  against  risk.  The  Templeton  Growth  Fund  offers: 

♦  Potential  For  Long-Term  Growth:  Our  worldwide  research 
eflorts  often  take  us  to  explore  out  of  favor  industries,  companies 
and  markets  that  offer  long-term  growth  potential. 

♦  Global  Diversification:  In  addition  to  investing  in  many  industries, 
we  diversify  in  stocks  from  around  the  entire  world. 

♦  Country  Penetration:  We  have  acquired  extensive  knowledge 
of  foreign  tax  laws,  accounting  procedures,  and  local  politics  to 
help  us  analyze  worldwide  businesses. 

Although  currency  fluctuations  and  political  uncertainty  are  an 
inevitable  part  of  foreign  investing,  our  methods  can  help  reduce  risk. 
Call  your  investment  representative  or  Templeton  today. 

f Performance  figures  shown  pertam  only  to  Class  I  shares  of  the  fund.  Class  11  shares,  which  the  fund 
began  offering  on  May  I,  1995,  are  subject  to  different  fees  and  expenses,  which  will  affect  their  performance. 
Please  see  the  prospectus  for  information  regarding  Class  1  and  Class  II  shares. 

Cumulative  total  returns  show  the  percent  change  in  value  of  an  investment  and  average  annual  total  returns 
represent  the  average  annual  increase  m  value  of  an  investment  over  the  indicated  periods,  ended  3/31/96. 
All  calculations  include  the  maximum  5.75%  initial  sales  charge  and  assume  reinvestment  of  dividends  and 
capital  gains  at  net  asset  value.  Investment  return  and  principal  value  will  fluctuate  with  market  conditions,  and 
you  may  have  a  gain  or  loss  when  you  sell  your  shares.  Prior  to  July  I,  1992,  fund  shares  were  offered  at  a 
higher  sales  charge.  Thus,  actual  total  returns  to  purchasers  of  shares  during  that  period  would  have  been  somewhat 
less  than  noted  above.  Past  performance  does  not  guarantee  future  results, 
franklin  Templeton  Distributors,  Inc. 


Call  1-800- 
342-FUND 
Ext.  T27  3 


Templeton  Worldwide 

700  Central  Avenue 
St.  Petersburg,  FL  33701-3628 

Wat/  I  would  like  a  free  prospectus 
containing  more  complete  information  on  the 
Templeton  Growth  Fund,  including  sales 
charges  and  expenses.  I  will  read  it  carefully 
before  I  invest  or  send  money. 

□   I  am  currently  a  Templeton  shareholder. 

Name 
Address 
City 
State 

Zip  Code 

FOB  5/96 
T273 

Templeton 

WORLDWIDE 


A  Member  of  the  $140  Billion  Franklin  Templeton  Group 


Haworths  improved  on  an  idea  intro- 
duced by  Herman  Miller.  In  the 
1970s  Herman  Miller  pioneered 
movable  office  panels,  w  hich  allow  ed 
open  spaces  to  be  caned  up  into 
offices.  Haworth  knocked  off  the 
idea,  but  added  a  twist:  It  installed  at 
the  factory  electrical  wiring  inside  the 
units.  No  need  to  call  in  union  electri- 
cians to  wire  a  new  office.  Just  snap 
the  panels  together. 

Once  it  gained  an  edge,  Haworth 
defended  it  tooth  and  nail.  As  quickly 
as  competitors  copied  the  innovation, 
Haworth  filed  suit  for  patent  infringe- 
ment— and  won.  Last  December 
Herman  Miller  agreed  to  pay  Ha- 
worth $44  million  in  damages;  Steel- 
case's  damages  are  yet  to  be  deter- 
mined, but  the  figure  could  be  much 
higher  than  Herman  Miller's. 

If  the  past  is  any  guide,  Haworth 
w  ill  use  the  money  to  make  life  even 
rougher  for  its  competitors.  "The 
settlements  from  Miller  and  Steelcase 
will  be  used  to  pay  down  debt  and  for 
further  expansion,'"  smiles  Haworth 
President  Gerald  Johanneson. 

As  profits  from  its  prewired  panels 
mounted,  Haw  orth  w  ent  on  a  buying 
spree  in  1988.  "We  w  ere  a  one-prod- 
uct company,"  explains  Johanneson. 
"We  had  to  expand  product  and  dis- 
tribution in  a  market  that  w  as  matur- 
ing quickly." 

Sixteen  acquisitions  and  $300  mil- 
lion later,  Haworth  now  makes  a  full 
line  of  office  furniture  over  all  price 


ranges,  but  is  making  a  new  push  at 
the  cheap  end.  For  example,  it  makes 
a  swivel  chair  that  sells  for  $30  at 
Office  Depot.  Steelcase,  by  contrast, 
is  considerably  upmarket.  Its  prices 
range  from  $120  for  a  chair  to 
$20,000  for  a  desk.  "We  don't  sell  at 
places  like  OfficeMax,"  declares  Peter 
Jeff,  a  spokesman  for  $teelcase.  "We 
choose  to  stay  in  the  middle-to-upper 
price  range.  Our  customers  prefer  to 
pay  a  premium  for  quality." 

"We're  winning 
65%  of  all  new 
contracts  we  bid  on — 
up  from  45% 
five  years  ago." 

To  sell  cheap,  you  must  manufac- 
ture cheap.  Haworth  has  streamlined 
its  manufacturing  process,  which  is 
spread  over  three  adjoining  buildings 
in  Holland,  30  minutes  by  car  south- 
west of  Grand  Rapids.  At  the  site,  raw 
materials — metal,  wood  and  plastic — 
move  by  robot  from  machine  to  ma- 
chine, where  they  are  shaped  into 
desks,  chairs  and  panels,  finished  and 
spat  out  at  the  trucking  depot.  If  a 
customer  wants  one  desk  3  inches 
longer  than  the  standard,  Haworth's 
computers  direct  the  modification 
without  breaking  the  pace  of  the  line. 
Haworth's  less  automated  competi- 


tors can  customize,  too,  but  with  a 
more  cumbersome  process. 

Johanneson,  who  came  to  Ha- 
worth in  1986  with  an  automotive 
background  at  Uniroyal  and  Interna- 
tional Harvester,  gets  a  lot  of  the 
credit  for  shaving  costs.  As  volume  has 
expanded  through  internal  growth 
and  acquisitions,  he  has  worked  ox  er- 
time  to  keep  overhead  low .  While  the 
company  has  nearly  quadrupled  in 
size,  the  cost  of  selling,  general  and 
administrative  expenses  has  dropped 
from  33%  to  19%.  At  Herman  Miller, 
the  corresponding  figure  is  27%. 

Haworth  is  notorious  in  the  trade 
for  its  ruthless  undercutting  of  com- 
petitors' bids.  "If  Miller  and  Knoll  are 
offering  65%  off  on  a  project,  Ha- 
worth says  71%,"  says  Richard  Bascet- 
ta,  a  furniture  distributor  in  New  York 
who  negotiates  big  furniture  orders. 
"We're  winning  65%  of  all  new  con- 
tracts we  bid  on — tip  from  45%  five 
years  ago,"  says  Johanneson. 

Haworth  has  broadened  its  hori- 
zons to  include  Europe  and  Asia.  It 
bought  six  companies  in  Europe  and 
started  three  joint  ventures  in  Asia. 
Four  years  ago  Haworth  expected 
50%  of  revenues  from  overseas  by) 
now.  The  figure  has  reached  only  30% 
today.  "It's  taken  more  time  than  we 
thought,"  shrugs  Haworth.  "Our 
objective  is  still  to  be  50%  outside 
North  America  by  2000." 

Perhaps  taking  a  cue  from  the  com- 
puter industry,  Haworth  is  betting  on 
open  systems — that  is,  creating  prod- 
ucts that  will  work  with  products 
made  by  competitors.  Every  manufac- 
turer has  made  them  with  proprietary 
hinges.  Haworth's  panels  could  not 
be  attached  onto  Steelcase 's  panels  or 
vice  versa.  Haworth  is  working  on  a 
line  featuring  panels  that  attach  to 
similar  panels  made  by  other  makers. 

"In-house,  we  called  the  line  'snug- 
gle tip  to  9000' — Steelcase's  biggest 
line,"  laughs  Kurt  Vander  Schuur, 
Haworth's  associate  product  manager. 

Also  hot  off  the  drawing  boards  is 
Haworth's  "office  in  a  box" — a  por- 
table desk  system  that  folds  into  il 
steamer-size  trunk  and  can  be  quickly! 
shipped  anywhere. 

"We're  looking  for  things  that  will! 
give  us  more  market  share,"  saysj 
Richard  Haworth,  "whether  the  in- 
dustry grows  or  not."  So  far,  he  isl 
succeeding.  ■* 
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The  sender 
bias  myth 


BY  DIANE  RAUITCH 


Diane  Ravitch  is  a 
historian  and  a 
Fellow  at  the 
Manhattan  Institute 
in  New  York  City. 


The  American  Association  of  University 
Women  was  once  known  as  a  distinguished 
organization  that  fought  for  the  equality  of 
women  in  higher  education.  How  the  world 
has  changed.  In  recent  years  AAUW  has  sought 
to  convince  parents  and  teachers  that 
American  girls  are  the  victims  of  gender  bias 
in  the  schools. 

AAUW  claims  that  America's  schools  "short- 
change girls"  because  teachers  are  gender- 
biased.  In  its  current  national  advertising 
campaign,  AAUW  charges  that  "in  school,  girls 
are  discouraged  from  taking  the  science  and 
math  courses  they  will  need  for  America  to 
compete  in  the  future.  Girls  hear  that  math  is 
too  tough  for  them."  Because  of  blatant  bias 
of  teachers,  the  AAUW  says,  girls  suffer  from 
low  self-esteem. 

These  claims  are  untrue,  but  AAUW  has 
repeated  them  so  often  that  they  have  been 
accepted  by  the  media.  In  the  wake  of  the 
AAUW's  well-publicized  1991  report,  "How 
Schools  Shortchange  Girls,"  every  major 
newspaper,  newsmagazine  and  television  news 
program  produced  stories  about  gender  bias 
in  the  classroom,  never  questioning  whether 
it  existed  at  all.  This  line  has  since  metamor- 
phosed into  conventional  wisdom. 

Here  is  what  AAUW  never  admits: 

Girls  take  more  academic  courses  than 
boys;  are  more  likely  to  finish  high  school 
than  boys;  and  are  more  likely  to  go  to  col- 
lege than  their  male  classmates.  For  15  years 
more  women  than  men  have  been  enrolling 
in  college.  Women  are  now  a  majority  of  all 
college  students.  Women  receive  a  majority  of 
undergraduate  degrees  and  a  majority  of  mas- 
ter's degrees. 

A  generation  ago  women  made  up  fewer 
than  10%  of  the  students  enrolled  in  law  and 
medical  schools.  Today  nearly  half  of  the  stu- 
dents enrolled  in  these  highly  competitive 
graduate  schools  are  women. 

What  about  gender  bias  in  the  traditionally 
male-dominated  fields  of  math  and  science? 
According  to  the  National  Center  for 
Education  Statistics  of  the  U.S.  Department 
of  Education,  more  girls  than  boys  study 
advanced  algebra  and  geometry;  about  equal 
numbers  of  boys  and  girls  study  trigonome- 
try and  calculus.  More  girls  than  boys  take 
biology  and  chemistry.  Only  in  physics  are 


there  decisively  more  boys  than  girls.  The 
AAUW's  charge  that  girls  are  "discouraged" 
from  taking  math  and  science  courses  by 
teachers  or  counselors  is  flatly  contradicted 
by  the  facts. 

Boys  get  higher  scores  on  national  tests  in 
math  and  science,  but  girls  get  higher  scores 
than  boys  in  reading  and  writing.  In  reading, 
the  most  important  skill  learned  in  school, 
girls  have  far  higher  scores  than  boys  at  every 
grade  level. 

Contrary  to  the  aauw's  mythology,  boys 
are  not  given  preferential  treatment  in 
school.  Boys  are  likelier  to  fall  behind  in 
school  and  to  require  "special  education."  In 
the  eighth  grade,  boys  are  50%  likeiier  than 
girls  to  be  held  back  a  grade.  In  high  school, 
two-thirds  of  the  special  education  popula- 
tion of  handicapped  and  learning-disabled 
youths  are  boys. 

If  there  is  a  crisis  of  self-esteem,  it  is  not 
among  young  women.  At  every  age  surveyed 
(eighth  grade,  twelfth  grade,  college  fresh- 
men), females  have  higher  educational  aspira- 
tions than  males.  Meanwhile,  the  suicide  rate 
for  young  men  has  increased  dramatically  in 
the  past  three  decades.  According  to  federal 
data,  the  suicide  rate  for  young  men  aged  1 5 
to  24  was  almost  six  times  higher  than  for 
young  women  in  the  same  age  group.  Is  there! 

Girls  take  more  academic 
courses  than  boys;  are  more 
likely  to  finish  high  school 
than  boys;  and  are  more  likely 
to  go  to  college  than  their 
male  classmates. 


any  more  profound  indicator  of  low  self- 
esteem  than  the  decision  by  a  young  person 
to  end  his  or  her  life? 

There  may.  well  be  gender  bias  in  the  work- 
place and  in  other  parts  of  society,  but  not  in 
the  schools.  Teachers  do  not  subtly  discour- 
age girls  from  pursuing  their  goals.  Girls  are 
doing  very  well  indeed.  Boys,  in  the  mean- 
time, are  killing  themselves  and  each  other  at 
alarming  rates.  If  either  sex  is  in  trouble  in 
our  society,  it  is  the  males.  The  AAUW  should 
stop  scaring  parents  and  stop  blaming  teach- 
ers for  a  nonexistent  crisis. 
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Sometimes  choosing  the  right  tire 
takes  too  much  time  and  effort... 


. . .  with  expert  tire  information 
at  your  fingertips. 

Dealer  Locator  •  Tire  Buyer's  Guide  •  Tire  Librar 
•  Fitment  Guide  •  Tire  Care  and  Maintenance 


\/isit  the  Dunlop  showroom  at 
http://www.aunloptire.com 


Or  for  your  nearest  Dunlop  Dealer, 
look  in  the  Yellow  Pages  or  call  1-800-548-4714. 


Like  a  great  beached  whale,  Time  Warner  has  lost 
its  freedom  of  action,  while  folks  of  all  description 
whack  chunks  of  blubber  off  its  sleek  hide. 

The  mess  at  Time  Warner 


By  Matthew  Schifrin 


Time  Warner's  pre- 
sumptive vice  chair 
man,  Ted  Turner, 
and  chief  executive 
Gerald  Levin 
Is  Time  Warner 
buying  Turner? 
Or  is  it 
the  other 
way  around? 


Time  Warner  Inc.,  the  mighty  media 
conglomerate  created  through  one  of 
the  biggest  of  the  1980s  mergers, 
cannot  survive  in  its  present  form. 
Loaded  with  debt,  tied  up  in  ill-con- 
ceived deals  that  encumber  its  best 
assets  and  beset  with  management 
turmoil,  the  cable-TV-movie-music- 
publishing-broadcasting  giant  is  at  a 
dead  end.  To  get  moving  again  the 
company  will  either  have  to  shed 
some  of  its  best  assets,  change  top 
management — or  both. 

Flanked  by  senior  executives  and 
attorneys  in  dark  suits,  Gerald  Levin 
slouched  in  a  pew  in  Delaware 
Chancery  Court  in  March.  The  57- 
year-old  Time  Warner  chairman 
pressed  his  index  finger  against  his 
left  temple,  looking  as  if  he  had  a 
splitting  headache.  Metaphorically, 
at  least,  he  does. 

Three  years  ago  the  lawyer-turned- 
corporate-executive  became  chief  ex- 
ecutive of  Time  Warner  when  his 
boss,  Steve  Ross,  died  of  prostate 
cancer.  During  these  years,  a  time  of 


intense  activity  in  the  media  business, 
rivals  like  Walt  Disney,  News  Corp. 
and  Viacom  have  been  making  smart 
deals,  while  Time  Warner  has  gone 
nowhere. 

Just  wait,  Levin  keeps  telling  share- 
holders and  his  board. 

Well,  they  have  waited.  Interviewed 
for  a  rather  sympathetic  cover  story  in 
this  magazine  just  over  a  year  ago 
(Feb.  27,  1995),  Levin  made  many 
promises  of  what  he  would  deliver  to 
shareholders.  Fifteen  months  have 
passed,  and  he  hasn't  delivered  (see 
box,  p.  172). 

This  is  not  our  judgment.  It  is  the 
stock  market's  judgment.  Time 
Warner  stock,  which  sold  at  39  in 
February  1995,  now  sells  at  41.  Had  it 
merely  kept  up  with  the  market,  TWX 
would  be  at  55.  But  that's  not  even 
the  worst  of  it.  In  June  1989  Para- 
mount Communications  made  a 
$200-per-share  all  cash  bid  for  Time 
Inc.'s  stock  ($50  per  share  after  ad- 
justing for  a  subsequent  split).  Man- 
agement hired  Wasserstein  Perella's 


"Bid  'em  up  Bruce"  Wasserstein  tc 
argue  that  if  Time  merged  witlj 
Warner  Communications  instead  oj 
with  Paramount,  the  company's  stoclj 
would  rise  to  over  $80  per  shar« 
within  a  few  years. 

Without  a  shareholder  vote,  thi 
board  rejected  the  Paramount  bid 
and  voted  to  have  Time  Inc.  bu]| 
Warner.  Levin  called  it  a  "transformi 
ing  transaction." 

A  court  upheld  management's  de 
cision,  but  there  are  today  a  lot  o 
unhappy  shareholders  and  ex-share 
holders.  Justifiably  unhappy.  Hac 
they  been  permitted  to  take  the  Parai 
mount  offer  and  then  merely  reinvest! 
ed-the  money  in  an  index  fund,  eacl 
old  Time  share  would  be  worth  ai 
least  $  1 00  today. 

It's  fair,  then,  to  say  that  turnin 
down  the  merger  with  Paramoun 
cost  Time  Warner  shareholders  609 
of  what  they  could  otherwise  hav< 
realized. 

Having  consummated  the  mergi 
er,  Steve  Ross  paid  himself  $78  mill 
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lion  in  1990  and  another  $100  mil- 
lion-plus over  the  next  two  years, 
before  he  died.  But  Ross'  wasn't  the 
only  hand  in  the  cookie  jar:  Stock 
options,  mostly  tor  senior  execu- 
tives, now  account  for  about  20%  of 
Time  Warner's  390  million  shares 
outstanding.  First  a  shotgun  wed- 
ding, then  dilution. 

In  the  summer  of  1991,  under 
pressure  from  Wall  Street  to  reduce 
the  debt  incurred  in  the  merger,  man- 
agement imposed  a  coercive  rights 
offering.  It  proffered  140  million 
shares  to  stockholders  at  a  36%  dis- 
count to  the  stock's  1991  year-to- 
date  high.  It  was,  in  effect,  an  assess- 
ment on  shareholders.  They  had  to 
either  put  up  the  extra  money  or  have 
their  equity  even  further  diluted. 

The  waste  of  shareholder  money 
has  been  continuous.  Internal  squab- 
bling among  divisions,  which  operate 
as  baronial  fiefs,  has  cost  the  company 
the  services  of  such  strong  executives 
as  HBO  builder  Michael  Fuchs  and 
Warner  Music's  Mo  Ostin.  In  addi- 
tion to  losing  these  people,  the  com- 
pany has  promised  an  estimated  $700 
million-plus  since  1989  for  compen- 
sation packages,  severance  agree- 
ments and  payments  of  huge  fees  to 
outside  advisers. 

But  this  waste  of  corporate  re- 

I  sources  isn't  what  brought  Jerry  Levin 

i  into  that  courtroom  in  March.  He  was 

:  there  because  Time  Warner  had  blun- 
dered into  a  deal  that  has  deprived  it  of 

,  most  of  its  freedom  of  action. 

Here's  the  mistake  that  will  proba- 
bly bring  Levin  down  and  may  well 

,  lead  to  a  breakup  of  the  company: 
In  October  1991  Ross,  Levin  and 

i  Time  Warner's  financial  adviser  Oded 
(Ed)  Aboodi  created  a  partnership 
called  Time  Warner  Entertainment, 
into  which  they  placed  most  of  the 

i company's  jewels:  Warner  Bros.  Stu- 
dios, its  huge  film  library,  Home  Box 
Office,  Cinemax,  and  all  of  what  Time 
Warner  Cable  then  comprised.  These 
were  the  assets  that  gave  the  business 
its  glamour.  The  publishing  and  mu- 
sic businesses  and  cable  assets  ac- 

Merrill  Lynch's  optimistic  valuations 
put  Time  Warner's  private  market 
value  at  over  $60  a  share. 
But  is  it  too  late  to  realize 
the  value  for  shareholders? 
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quired  later  were  kept  out  of  the 
partnership.  By  Forbes'  estimates, 
the  partnership's  assets  have  a  com- 
bined worth  of  $24  billion  (see  table). 

The  stated  purpose  of  the  move  was 
to  form  "strategic  alliances,"  and  to 
raise  capital  to  pay  down  the  heavy 
debt  incurred  in  the  merger.  But  its 
real  goal  was  to  avoid  selling  assets  or 
paying  capital  gains  taxes.  Time 
Warner  Entertainment  would  take  in 
junior  partners  and  use  their  cash  to 
pay  off  parent  debt. 

In  late  1992  Japanese  conglomer- 
ates Itochu  and  Toshiba  bought 
12.5%  shares  in  the  new  partnership, 
for  a  total  of$l  billion.  In  1993  Levin 
sold  US  West  another  25.5%  for 
$2.55  billion. 

Smart,  right?  Time  Warner  keeps 
control,  but  these  big  fat  partners  put 
up  more  than  $3.5  billion  in  cash. 
And  U  S  West  would  be  the  strategic 
partner  that  would  help  Time  Warner 
get  into  the  telephone  business  along 
its  cable  TV  lines. 

No,  it  wasn't  smart.  Not  the  way 
the  deal  was  structured.  For  though 
U  S  West  was  a  minority  partner,  it 
demanded  and  got  an  effective  veto 
on  a  variety  of  management  deci- 
sions. The  U  S  West  telephone  boys 
weren't  yokels.  They  didn't  hand 
over  the  money  without  attaching 
strings,  and  the  strings  are  wrapped 
around  the  company's  best  proper- 


ties. "Jerry,"  says  a  former  high  Time 
Warner  executive,  "made  the  worst 
mistake  in  the  book.  He  handed  veto 
power  over  his  best  assets  to  outsiders 
who  had  their  own  agenda." 

That's  what  landed  Levin  in  court. 
In  Sept.  1995  he  inked  a  deal  to 
merge  Turner  Broadcasting  into 
Time  Warner.  U  S  West  promptly 
sued,  claiming  that  acquiring  Tur- 
ner's moviemaking  operations  and 
other  assets  would  put  the  parent 
company  in  competition  with  its  TWE 
subsidiary — a  violation  of  the  partner- 
ship agreement. 

The  current  lawsuit  illustrates  why 
Time  Warner  must  shed  the  U  S  West 
encumbrance  on  its  key  assets.  To  get 
rid  of  his  pesky  partner's  minority 
interest  in  TWE,  Levin  will  almost 
certainly  have  to  cede  to  it  control  of 
of  Time  Warner's  cable  systems,  serv- 
ing 11.7  million  homes  and  constitut- 
ing approximately  50%  of  the  compa- 
ny's total  assets.  Levin  has  conceded 
as  much;  court  testimony  revealed 
that  Time  Warner  had  discussed  an 
80%  split  of  ownership  of  twe's  cable 
systems,  with  U  S  West  getting  the 
bigger  piece.  The  deal  never  got  be- 
yond the  talking  stage.  It  bogged 
down  on  disagreement  over  how 
much  twe's  assets  were  worth. 

U  S  West  seems  determined  to  take 
its  time  and  drive  a  hard  bargain.  It 
figures,  probably  quite  rightly,  that 


What  Time  Warner  could  be  worth 


Time  Warner  inc 

I  publishing 
ijrCablfi-  ■  

I I  Music 

1 1  Other  assets .  _ 
Cash 
Total 
TjDebt 
U  preferred— 
Net  asset  value 

1  Time  Warner's 
JlstakeinTWE 

Value  of 
Time  Warner  Inc 

I  preferred.  

I LYONs 

j  !  Option  proceeds. 


Value 
($bil) 

$5.6 
6.0 
10.0 


Time  Warner  Entertainment  (TWE) 


Value 
($bil) 
$9.5 
0.2 
3.6 
16.2 


Film 

WT3  Network  - 
Proaramming-HpU 

Cable 

Other  assets 
Advance/Newhouse 

Total 

.  Debt — 
Net  asset  value 

U5  West's  stake 

_  inTWE1  — 

Time  Warner's 
stake  in  TWE  - 


$35.7  -560  million  fully  diluted  shares 
%<obtt  per  share 


171 


time  is  running  against  Time  War 
tier's  management. 

Levin  has  yet  another  reason  for 
wanting  to  get  rid  of  his  irksome 
partner.  The  partnership  has  so  com- 
plicated the  parent  company's  bal- 
ance sheet  that  even  Wall  Street  ana- 
lysts have  trouble  understanding  it. 
Although  US  West  owns  25.5%  of 
TWE,  in  fact,  it  has  an  economic  inter- 
est estimated  at  only  18%,  but  it  does 
have  an  option  to  increase  its  equity 
ownership  to  31 .8%. 

Confused?  So  is  Wall  Street.  De- 
spite the  fact  that  it  holds  most  of 


Time  Warner  Inc.'s  assets,  TWE's  re- 
sults are  not  consolidated  on  Time 
Warner's  financial  statements.  As  a 
result.  Time  Warner  Inc.  has  19  dif- 
ferent tranches  of  debt,  including 
zero  coupons,  convertibles  and* float- 
ers, and  ten  series  of  preferred  stock, 
plus  a  new  one  that  tracks  a  capital 
account  of  TWE.  If  that  weren't 
enough,  TWE  itself  has  six  tranches  of 
debt  and  a  number  of  capital 
accounts. 

With  U  S  West  out  of  the  way  and 
with  a  lot  of  debt  loaded  onto  the 
cable  company,  Levin  could  consoli- 


date TWE  again  and  simplify  the  whole 
capital  structure.  But  U  S  West  is  in 
no  hurry  to  accommodate  Levin  and 
feels  it  is  in  the  catbird's  seat  as  far  as 
bargaining  goes. 

Even  if  the  Delaware  Chancery 
Court  judge  decides  in  Time  War- 
ner's favor  and  lets  it  buy  Turner, 
Time  Warner  w  ill  still  have  U  S  West 
to  deal  with — and  U  S  West  has  al- 
ready vetoed  several  small  deals  Time 
Warner  wanted  to  make. 

Moreover,  if  the  merger  does  go 
through,  Time  Warner's  battered 
shareholders  will  face  further  dilution 


Truths  and 
semitruths 

In  an  April  1996  memo 
to  Forbes,  Time  Warner 
says  it  has  realized  major 
strategic  and  financial  goals 
since  our  last  article  on 
the  giant  company  in  Feb- 
ruary 1995.  Below  we  list 
the  company's  claims  and 
our  analysis  of  those 
claims: 

I.  The  strengthening  of 
our  balance  sheet  and  our 
flexibility  by  raising  $3.2 
billion  to  reduce  debt. 

We  don't  believe  it. 
Let's  look  at  some  of  the 
debt  "reduction"  items: 

Time  Warner  claims 
that  $363  million  in  debt 
reduction  comes  from 
the  issuance  of  percs  (Pre- 
ferred Exchangeable  Re- 
demption Cumulative  Se- 
curities). Time  Warner's 
percs,  issued  last  August, 
"monetized"  Time  War- 
ner's 12.1  million  shares  in 
toymaker  Hasbro. 

The  percs  deal  was  no 
debt  reduction  at  all  but  a 
disguised  asset  sale.  Two 
and  a  half  years  earlier  Time 
Warner  sold  $480  million 
worth  of  Lyons  (Liquid 
Yield  Option  Notes) 
backed  by  exactly  the  same 
Hasbro  stock.  In  effect, 
Time  Warner  has  agreed  to 
compensate  LYON  holders 


by  the  amount  by  which 
Hasbro  stock  rises  above 
$54  a  share,  and  it  has 
agreed  to  compensate  the 
percs  holders  by  the 
amount  Hasbro  stock 
falls  below  $54. 

Former  chairman  Steve 
Ross  bought  Hasbro's 
stock  years  before  for  less 
than  $5,  and  the  lyons 
were  a  way  to  realize  prof- 
its without  paving  taxes. 

So  Time  Warner  now 
has  two  liabilities  on  its 
books  and  one  asset,  the 
Hasbro  stock.  At  current 
prices  its  12.1  million 
Hasbro  shares  are  worth 
$445  million,  but  the  se- 
curities issued  against  them 
are  a  liability  of  close  to 
$1  billion.  ' 

By  far  the  biggest  por- 
tion of  Levin's  debt  "re- 
duction" comes  from  the 
recent  issuance  of  $1.5  bil- 
lion in  10.25%  exchange- 
able Plk  (pay-in-kind)  pre- 
ferred stock.  The  pre- 
ferred is  based  on  the  terms 
of  one  of  the  capital  ac- 
counts Time  Warner  owns 
in  TWE. 

The  deal  is  typical ,  con- 
voluted Time  Warner  fi- 
nancing. The  new  pre- 
ferred isn't  expected  to  pay 
cash  dividends  until  June 
of  1998.  Until  then,  the  in- 
terest accrues.  But  the  new 
preferred  is  a  raw  deal  for 
Time  Warner  sharehold- 


ers. It  replaces  tax-deduct- 
ible interest  on  debt  with 
nondeductible  dividendson 
preferred  stock.  Time 
Warner  has  done  a  cosmetic 
job  on  its  balance  sheet  at  a 
cost  of  tens  of  millions  of 
real  dollars.  "It's  a  shell 
game,  a  temporary  improve- 
ment in  cash  flow — but 
they  haven't  done  anything 
as  far  as  shareholders  are 
concerned,"  says  Duff  & 
Phelps  credit  analyst 
Phelps  Hoyt.  So  far  they've 
used  some  of  the  proceeds 
to  pay  debt  with  an  8.75% 
coupon. 

And  if  Time  Warner 
has  to  give  up  its  cable  busi- 
ness to  U  S  West  and  re- 
structure TWE,  the  $1.5  bil- 
lion in  preferred  stock 
w  ill  either  be  redeemed 
with  cash  or  ultimately  be 
exchangeable  back  into 
Time  Warner  debt. 

Despite  this  manipula- 
tion of  balance  sheet  items, 
the  most  telling  facts 
about  Time  Warner's  debt 
load  come  straight  from 
its  financial  statements. 

At  the  end  of  1994 
Time  Warner's  long-term 
debt  (including TWE ) 
stood  at  $16  billion.  This 
year's  10-Khas  com- 
bined debt  at  exactly  the 
same  number,  $16  bil- 
lion. That  doesn't  include 
$949  million  in  manda- 
torily redeemable  preferred 


stock  backed  by  deben- 
tures of  subsidiaries,  and 
another  $3  billion  of  con- 
vertible preferred  stock. 
Count  these  as  debt — 
which  they  really  are — and 
Time  Warner's  debt  load 
is  $20  billion. 

In  January  Time 
Warner  bought  Cablevi- 
sion  Industries,  assuming 
$2  billion  in  debt  and  issu- 
ing another  $650  million 
in  convertible  preferred. 
The  TBS  deal  promises  an- 
other $2.5  billion  in  debt, 
bringing  the  grand  total 
for  1996  to  at  least  $25  bffl 
lion  in  debt,  including 
preferred. 

Debt  reduction?  Looks 
like  a  big  jump  in  debt. 

2.  Our  refinancing  of  $4 
billion  in  debt  also  increased 
our  financial  flexibility, 
lowered  interest  rates  and 
extended  our  maturities. 

Time  Warner  is  a  dar- 
ling of  investment  bankers 
because  it  spends 
mounds  of  cash  refinancirij 
and  reconfiguring  its  byz- 
antine  balance  sheet.  Yet 
Time  Warner  Inc.  debt  is 
still  considered  below  in- 
vestment grade  by  Moo- 
dy's. No  wonder:  Cash  flov 
coverage  of  total  interest 
expenses — including  non- 
cash accruals — actually 
dropped  for  Time  Warner 
Inc.  from  1 .4  times  at  the 
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of  their  equity. 

Levin's  dealings  with  Ted  Turner 
have  been  almost  comic.  Levin  first 
tried  to  sell  Time  Warner's  20%  stake 
in  Turner  Broadcasting,  or  trade  it 
hack  to  Ted  Turner  for  a  choice  asset 
like,  say,  the  Cartoon  Channel  or 
\v  i  BS.  No  go.  Flip-flopping,  Levin 
announced  in  September  1995  that 
Time  Warner  would,  instead,  pur- 
chase the  remaining  80%  of  TBS  for 
roughlv  $10  billion,  including  debt. 

The  deal  is  a  smaller-scale  version  of 
the  sellout  of  Time  Inc.  shareholders 
to  Warner  management  six  years  earli- 


er. If  the  deal  goes  through,  Time 
Warner  shareholders'1  stake  will  be 
diluted  immediately  by  15%,  and  fully 
diluted  shares,  including  options,  will 
increase  to  about  700  million. 

Seven  hundred  million  shares! 
When  Time  Warner  was  born  in 
1989,  it  had  only  around  240  million 
shares. 

In  buying  TBS,  Time  Warner  is  as- 
suming $2.5  billion  in  debt — more 
debt  is  what  it  doesn't  need — and 
paying  nearly  22  times  trailing  cash 
flow  for  the  80%  of  TBS  it  doesn't  own; 
this,  at  a  time  when  Time  Warner 


shares  sell  for  just  1 1  times  cash  flow. 
Levin  is  giving  away  30%  of  Time 
Warner's  equity  to  get  a  15%  boost  in 
cash  flow. 

Levin,  repeating  his  earlier  rheto- 
ric, calls  the  Turner  merger  a  "trans- 
forming transaction."  Transforming? 
Yes,  transforming  Ted  Turner  into 
Time  Warner's  biggest  shareholder, 
with  cable  magnate  John  Malone — 
currently  a  big  Turner  shareholder — 
close  behind  him.  In  effect,  Time 
Warner  is  selling  itself  to  Ted  Turner. 
According  to  depositions  in  the  U  S 
West  case,  Turner  said  as  much  after 


I  end  of  1994  to  1 .3  times  in 
1995.  Throw  in  less  lev- 
I  eraged  TWE  and  the  ratio  is 
!  virtually  unchanged. 

Our  arithmetic  actually 
understates  the  problem:  It 
doesn't  include  $135 
million  in  "dividend  inter- 
est"  Time  Warner  cur- 
rently pays  on  36  million 
shares  of  preferred  stock, 
or  the  $154  million  in  an- 
nual interest  accruing  on 
the  company's  new  ly  issued 
PJK  preferred. 

3.  The  acquisition  ofevi, 
Houston  Industries  and 
Summit  Cable  Systems, 
which  advanced  the  compa- 
ny s  cable  clustering  strat- 
egy, giving  us  1 1.7  million 

.subscribers,  75%  in  systems 
with  35  clusters  of  over 

:  100,000  customers,  pass- 
ing nearly  20%  of  television 

'  households. 

Yeah,  maybe,  but  Time 
Warner  will  probably  lose 

^control  of  all  its  cable  as- 
;ets  (see  story). 

As  for  the  recent  cable 
Acquisitions,  it  cost  Time 
Warner  5.5  million  shares 
hi  common  stock,  $3.3  bil- 
lion in  debt  and  $2.1  bil- 
jion  liquidation  value  of 
Convertible  preferred.  If 
nil  of  the  newly  issued  pre- 

t lerred  were  converted  to 
rime  Warner  stock,  then 
he  potential  dilution 
vould  add  43  million 


shares  more. 

4.  The  company  was  active 
in  insuring  the  passage  of  the 
Telecommunications  Act 
of  1996. 

In  our  cover  story  last 
year  Levin  said,  "I'd  like  a 
go  at  a  $100  billion  tele- 
phone business  and  let  the 
telephone  companies 
have  a  go  at  the  $20  billion 
cable  business."  Con- 
gress gave  him  the  go- 
ahead,  but  U  S  West 
seems  likely  to  get  control 
of  his  cable  business,  and 
Time  Warner's  telephony 
plans  haven't  amounted 
to  much.  The  17  cities 
where  Time  Warner  of- 
fers phone  service  to  busi- 
nesses have  yet  to  provide 
significant  revenues. 

Time  Warner  has  re- 
ceived licenses  in  four 
states,  including  New 
York  and  Florida,  but  has 
only  begun  providing  ser- 
vice through  its  cable  sys- 
tem in  the  Rochester, 
N.Y.  area.  In  Rochester, 
Time  Warner  Cable 
passes  400,000  homes.  Yet 
after  more  than  one  year 
in  business,  Time  Warner 
has  less  than  1%  of  the 
market,  compared  with  97% 
for  Rochester  Telephone. 

This,  despite  the  fact 
that  Time  Warner  is  giving 
customers  up  to  three 
months  of  free  cable  and 


phone  service  to  sign  on, 
and  undercutting  Roches- 
ter Telephone's  basic  rate 
by  10%.  It  costs  Time 
Warner  from  $400  to 
$500  per  household  to  in- 
stall its  system,  for  which 
it  gets  a  monthly  basic 
charge  of  about  $13. 

5.  Our  Japanese  partners, 
Toshiba  and  Itochu,  extend- 
ed their  relationship  with 
Time  Warner  by  exchang- 
ing their  interest  in  Time 
Wa  mer  Entertain  men  t  for 
equity  in  Time  Warner. 

Who  wouldn't?  Itochu 
and  Toshiba  each  took  back 
preferred,  worth  about 
$1.5  billion  convertible 
into  31  million  shares  of 
Time  Warner  common 
stock,  which,  if  issued, 
will  further  dilute  share- 
holders equity.  As  far  as 
strategic  alliances  go,  To- 
shiba and  Time  Warner 
teamed  up  to  introduce  a 
digital  videodisk.  Unfor- 
tunately, the  disk  has  be- 
come a  legal  nightmare 
(Forbes,  May  6). 

6.  The  music  and  film  as- 
sets were  placed  under  one 
superb  management 
team,  enhancing  our  capac- 
ity to  capitalize  on  growth 
opportu  n  ities  in  global 
markets. 

At  the  cost  of  firing  Mi- 
chael Fuchs,  the  able  archi- 


tect of  HBO,  for  an  estimat- 
ed $50  million.  Also  at  the 
cost  of  losing  a  slew  of  re- 
cord executives,  for  another 
estimated  $150  million  in 
severance  packages. 

7.  Our  announced  merger 
with  Turner  Broadcasting 
System  reinforces  Time 
Warner  as  the  world's  fore- 
most media  company.  JJje 
tbs  merger  will  generate  sig- 
nificant new  revenue 
opportunities. 

At  what  price?  Time 
Warner  is  effectively  paying 
22  times  trailing  cash 
flow  and  immediately  dilut- 
ing shareholders  by  an  es- 
timated 1 5%.  So  far,  the  tbs 
merger  looks  smart  only 
for  tbs  shareholders,  most 
prominently  Ted  Turner 
and  John  Malone. 

8.  We  have  had  strong 
earnings  performance  in 
1995  and  will  announce 
strong  first-quarter  earn- 
ings next  week. 

Time  Warner's  $93 
million  first-quarter  oper- 
ating loss  was  bigger  than 
most  analysts  expected.  In  a 
feeble  attempt  to  counter 
the  bad  news,  Time  Warner 
also  announced  that  it 
would  buy  back  1 5  million 
shares — or  less  than  4% — 
of  its  outstanding  shares, 
and  about  2%  of  its  fully 
diluted  shares.    -M.S.  WM 


brbes  ■  May  20,  1996 


173 


he  struck  the  deal.  "[Turner  said]  that 
in  his  mind  he  was  acquiring  Time 
Warner,"  Malone  said  under  oath. 

To  win  Malone's  approval,  Levin 
again  gave  away  the  store.  He  granted 
Malone,  among  other  things,  a  20- 
year,  15%  discount  on  such  TBS  ser- 
vices as  c:nn,  TNT  and  the  Cartoon 
Channel.  These  side  deals  are  worth  at 
least  $500  million,  on  top  of  the  $2 
billion-plus  TGI  will  receive  in  Time 
Warner  stock. 

The  Turner  deal  has  prompted  an 
investigation  by  the  Federal  Trade 
Commission.  The  investigation  cen- 
ters on  the  concessions  to  Malone,  as 
well  as  on  the  huge  concentration  of 
cable  systems  under  the  combined 
banners  of  Time  Warner,  twe,  U  S 
West  and  TCI:  around  30  million  sub- 
scribers in  all.  At  a  time  when  the  FTC 
is  getting  more  aggressive,  this  probe 
can't  be  taken  lightly. 

Meanwhile,  debt  continues  to 
mount  at  Time  Warner,  despite  bold 
pronouncements  of  debt  reduction. 
To  satisfy  creditors  and  give  the  ap- 
pearance of  debt  reduction,  Levin  has 
issued  a  massive  amount  of  expensive 
preferred  stock,  convertible  into  74 
million  shares.  Technically,  preferred 
isn't  debt,  but  it  must  be  serviced,  and 
the  convertibility  threatens  Time  War- 
ner's already  diluted  shareholders  with 
yet  more  dilution.  Debt  and  preferred 
obligations  will  likely  climb  to  $25 
billion  this  year,  compared  with  $16 
billion  in  1989  (see  box,  p.  172). 

At  a  time  when  other  boards  have 
thrown  out  top  managements  for  less, 
Time  Warner's  board  has  been  re- 
markably quiet,  but  now  it  may  be 
stirring.  A  group  of  Time  Warner's 
outside  directors,  possibly  including 
Colgate-Palmolive's  Reuben  Mark, 
former  trade  representative  Carla 
Hills  and  ex-baseball  commissioner 
Francis  Vincent  have  set  up  an  infor- 
mal committee  to  "help"  Levin  with 
company  strategy  and  communica- 
tion with  the  board.  Time  Warner 
won't  comment  on  board  matters. 

Clearly,  Jerry  Levin  has  almost  no 
room  to  maneuver.  If  the  Delaware 
court  rules  in  his  favor,  he  will  have 
stepped  from  the  hying  pan  into  the 
fire.  He  will  have  two  big  new  Time 
Warner  shareholders,  Ted  Turner, 
with  11%,  and  Malone,  with  10%. 
Another  large  block,  7.4%,  will  be 
owned    by    Los   Angeles'  Capital 


Group.  Seagram's  10%  postmerger 
equity  stake  is  for  sale.  It  is  conceiv- 
able that  U  S  West  could  buy  it.  So 
post-TBS,  control  is  likely  to  shift  from 
Time  Warner's  board  to  a  few  power- 
ful shareholders. 

"Something  is  finally  going  to  hap- 
pen," says  a  bullish  Raghu  Ram,  ana- 
lyst at  shareholder  Alliance  Capital 
Management. 

Using  conventional  breakup  analy- 
sis and  applying  typical  entertainment 


TCI  Chief  Executive  John  Malone 
Savoring  a  slab  of  the  whale's  blubber. 


asset  multiples,  Time  Warner  could 
very  well  be  worth  over  $63  per  share 
(see  table,  p.  171).  If  the  Turner  merg- 
er goes  through,  this  will  be  diluted 
down  to  about  $57 — a  39%  premium 
over  the  current  $41  stock  price. 

Can  this  potential  be  realized  in  a 
smaller  Time  Warner  with  new  man- 
agement? That's  not  entirely  certain. 

The  almost  certain  loss  of  operat- 
ing control  of  the  cable  systems  will 
leave  Time  Warner's  entertainment 
divisions  with  much  weaker  distribu- 
tion. Levin  has  built  his  career 
around  cable,  and  it  was  the  sup- 
posed synergy  between  "content" 
and  "distribution"  that  was  the  ra- 
tionale for  the  Time  Warner  merger. 
No  wonder  Levin  told  the  Delaware 
court  synergy  was  no  longer  his  fa- 
vorite word. 

Extricating  itself  from  the  twk  mess 


may  involve  more  shareholder  blood 
than  just  losing  control  of  its  valuable 
cable  business  to  U  S  West.  Accord- 
ing to  Duff  &  Phelps  credit  analyst 
Phelps  Hoyt,  a  careful  read  of  bond 
indentures  reveals  that  Time  Warner! 
will  owe  some  $750  million  in  re- 
demption premiums  to  bondholders 
if  twe  is  dissolved  or  its  capital  struc- 
ture significantly  altered. 

There  is  also  the  unpleasant  matter! 
of  capital  gains  taxes.  A  change  iru 
ownership  or  composition  of  tha 
Time  Warner  Entertainment  partner- 
ship might  be  considered  a  sale  by  the) 
IRS.  Because  so  many  of  the  assets  in| 
twe  are  on  the  books  at  a  fraction  or 
their  current  value,  Time  Warner 
could  face  more  than  $1  billion  in 
capital  gains  taxes. 

Then  one  must  consider  the  loom- 
ing problems  at  Time  Warner's  enter- 
tainment businesses.  The  highly  prof- 
itable Warner  Music  business  is  under 
pressure  from  discount  retailers.  The] 
rash  of  firings  at  Warner  Music  has 
destabilized  its  business,  and  in  the 
first  quarter  cash  flow  fell  by  16%. 
Movies?  Schroder  Wertheim's  astute 
analyst  David  Londoner  expects  mov- 
ie studio  profits  to  fall  by  one-third  in 
1996,  and  he  doesn't  expect  Warner 
to  be  spared.  (For  a  gloomy  assess- 
ment of  the  movie  business,  see 
Forbes,  Apr.  22). 

Nor  is  all  well  in  the  Turner  busi- 
ness that  Levin  hopes  to  acquire.  CNNj 
which  accounts  for  approximately 
50%  of  tbs'  annual  cash  flow,  will  face 
competition  from  Disney's  ABC,  NB(j 
and  Fox,  which  are  all  planning  their 
own  news  networks.  On  top  of  that, 
Turner  took  a  $60  million  writeoff! 
last  quarter  due  to  poor  performance 
of  its  Castle  Rock  movie  studio. 

"Time  Warner  would  have  a  pow- 
erful combination  of  businesses  it 
someone  could  get  them  to  work 
together,"  says  Michael  Wolf,  tha 
Booz,  Allen  &  Hamilton  partner  whq 
heads  the  consulting  firm's  media 
practice.  "They  need  stronger  man- 
agement and  the  right  incentives." 

Just  one  thing  is  clear:  Time 
Warner,  as  conceived  by  the  visionary 
if  greedy  Steve  Ross,  is  now  a  vanished 
dream.  All  that  remains  is  to  find  out 
what  becomes  of  the  various  assets, 
who  gets  to  run  them — and  how 
much  value  will  be  realized  by  the 
long-suffering  shareholders.  ■ 
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Private  banking  headquarters 
of  Republic  National  Bank 
(Suisse)  in  Creneva. 


At  Republic  National  Bank  we  run  our 
business  according  to  one  fundamental  principle: 
to  protect  our  clients'  capital  as  we  safeguard  its 
purckasing  power. 

It  is  a  simple  principle  upon  wkick  we  base 
our  brand  of  financial  conservatism:  private  banking 
built  upon  rigor,  discipline  and  prudence.  Tkis 
sopkisticated  conservatism,  vigorously  pursued, 


IGOROUS.  DISCIPLINED.  PRUDENT. 


AND  PROUD  OF  IT. 


kas  created  a  glokal  private  bank  of  exceptional  stability, 
capable  of  weatbering  tke  rougkest  storms. 

Indeed,  Republic's  capitalization  ratio,  on  a  risk 
adjusted  basis,  is  three  times  as  great  as  tkat  required 
by  tke  world's  international  banking  regulators. 

To  our  way  of  tk inking,  it  is  security  as  well 
as  return  tkat  we  must  ensure  eack  day.  And  in  tke 
process,  to  provide  a  unique  quality  of  service, 
understanding  and  discretion. 


World  HeaJq  uarters  of 
Republic  Nationa  I  Bank 
in  Mew  Yorh. 


A  wealth  of  integrity.  |p  Republic  National  Bank 
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Everybody  whines  about  executives  being  paid  too  much. 

So  why  do  they  cheer  when  poets,  cartoonists, 

rock  stars  and  basketball  players  rake  in  the  big  bucks? 

The  last  article  you 
will  ever  have  to  read 
on  executive  pay? 

No  way! 


By  Dyan  Machan 

Before  you  complain  about  the  level  of  executive 
salaries,  remember  this:  Executives  are  people  at 
the  top  of  their  profession — management — and 
multimillion-dollar  earnings  are  commonplace 
today  for  people  at  the  top  of  any  profession.  A 
celebrity  poet  can  now  make  $4.3  million,  a  comic 
book  artist  $5  million,  a  poker  player  $1.4  million, 
an  Indian  chief  $1  million.  Is  it  "fair"  for  people 
to  make  so  much  money?  Economics  is  not  about 
fairness;  it  is  about  productivity.  Should  there  be  a 
cap  on  pay?  University  of  Chicago  economics  pro- 
fessor Sherwin  Rosen  ridicules  the  idea.  "It's  not 
fair  for  Michael  Jordan  to  be  such  a  damn  good 
basketball  player,  either,"  says  Rosen.  "Let's  cap 
his  salary!" 

Time  was  when  a  chief  executive  could  count 
on  holding  his  job  until  retirement.  That's  rarer 
now.  Boards  are  holding  executives  accountable;  if 
they  don't  deliver,  they  are  out.  "The  chief  execu- 
tive can't  have  a  bad  season,  trip  or  stumble  in  a 
game,"  says  John  Moyer  of  accounting  firm  Ernst 
&  Young.  No  less  than  IBM,  gm  and  American 
Express  have  tossed  out  underperforming  chief 
executives  in  recent  years. 

Just  since  1993  the  median  number  of  years  a 
chief  executive  stays  in  his  job  has  shrunk  from 
five  years  to  three  in  the  Dow  Jones  industrial 
companies.  And  when  a  chief  executive  falls  from 
grace,  he's  not  just  off  the  team,  he's  out  of  the 
game.  "It's  different  from  the  1980s,"  says  Ira 
Kay,  a  pay  consultant  at  Watson,  Wyatt 
Worldwide.  "Once  you've  been  removed,  you're 
unemployable." 

Will  people  stop  griping  about  "excessive"  exec- 
utive pay?  Of  course  not.  It's  a  national  sport. 


"Isn't  this  whole  subject  getting  a  little  old?" 
sighs  Donald  Keough,  retired  president  of  Coca- 
Cola.  "Why  don't  you  make  this  the  very  last  arti- 
cle on  executive  pay?"  No  way.  Everybody  likes  to 
take  pot  shots  at  the  boss. 


POET 


MAYA  ANGEL0U/$4.3  MILLION 

In  her  1975  poem  "Alone,"  Maya  Angelou  refers  to 
millionaires  needing  doctors  to  cure  their  "hearts  of 
stone."  She  may  now  want  to  rethink  that  stereotype. 
Last  year  Marguerite  Annie  Johnson  (her  legal  name) 
earned  $2  million  just  from  speaking  engagements — 
$30,000  a  speech.  "Maya  moves  like  the  CEO  of  a 
major  corporation,"  says  her  Lordly  &  Dame  agent, 
David  La  Camera. 

Angelou,  68,  who  has  been  a  brothel  madam,  street- 
car conductor  and  Creole  cook,  has  written  14  books. 
They  bring  in  another  $2  million.  Her  first  and  best 
known,  /  Know  Why  the  Caged  Bird  Sings,  spent  six 
weeks  on  the  New  York  Times  bestseller  list  in  1970 
and  has  run  for  another  143  weeks  since  1993.  That 
book  alone  brought  at  least  $300,000  of  royalties  last 
year,  not  counting  some  100,000  copies  sold  as 
required  reading  in  schools.  "I  didn't  know  about 
making  money  from  writing  as  a  child.  I  thought  suc- 
cess meant  having  an  attache  case  and  a  pair  of  shoes 
and  bags  that  matched,"  says  the  poet. 

Angelou,  who  got  lots  of  exposure  when  she  read 
her  "On  the  Pulse  of  Morning"  at  Clinton's  1993 
inauguration,  operates  out  of  a  red  brick  mansion  in 
Winston-Salem,  N.C.,  overseeing  three  full-time  assis- 
tants and  a  small  army  of  professionals  who  manage 
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public  appearances,  book  contracts  and  media  deals. 
Last  year  film  appearances,  including  a  lead  role  in 
I  How  to  Make  an  American  Qitilt,  earned  her  about 
I  $250,000.  Another  $100,000  or  so  came  from  her  life- 
time appointment  as  a  professor  of  American  studies  at 
Wake  Forest  University.  When  asked  if  she  is  concerned 
I  about  federal  cutbacks  of  art  grants,  she  has  said:  "My 
I  own  work  is  not  threatened  financially."  -Rana  Dogar 


RADIO  PERSONALITY 


PAUL  HARVEY/SI  3  MILLION 

"My,  you  can  still  get  lost  in  Mexico.  A  light  plane 
crashed  in  the  Santa  Marta  mountains  over  20  years  ago 
(audible  pause),  and  they've  JUST  NOW  FOUND  IT." 

With  dramatic  intonations,  replete  with  pauses,  Paul 
Harvey  delivers  his  news  features  in  his  comfortingly 
unique  manner.  He  tells  you,  through  his  vocal  inflec- 
tions, what  is  right  and  good. 

"I  am  certainly  frightfully  overpaid,  whatever  it  is  I 
make,"  says  Harvey,  who  has  been  broadcasting  for  over 
64  years  to  Americans  and  servicemen  around  the 
world.  He's  not  as  notorious  as  some  of  the  bigger 
mouths  on  radio,  like  Howard  Stern,  who  probably 
takes  home  $15  million,  but  77-year-old  Harvey  does 
okay  with  about  $13  million — mostly  from  a  $10  mil- 
I  lion  contract  with  ABC  for  two  news  spots  and  the  anec- 
dotal segment  "The  Rest  of  the  Story,"  heard  up  to  20 
I  times  a  week. 

So  you  don't  have  to  be  a  shock  jock  to  make  money 
i  in  radio.  Harvey  is  a  bit  abashed  at  being  in  their  com- 
pany. "Their  excesses  embarrass  me,"  he  says.  "I  am 
!  reassured  that  excesses  ultimately,  eventually,  inevitably 
;  are  their  own  undoing."  Given  the  enduring  popularity 


Radio  man  Paul  Harvey 
"I'm  frightfully  overpaid 


of  his  low-key  style,  he 
may  well  be  right. 

Harvey's  first  paycheck, 
in  1932,  was  $20  back  on 
kvoo  in  Tulsa,  but  even 
then  he  was  frugal.  Once 
he  made  a  living  wage,  he 
began  investing.  Harvey, 
along  with  his  wife  and 
business  manager,  Lynne 
(Angel),  and  his  son,  Paul 
Jr.,  owns  interests  in  sev- 
eral corporations,  includ- 
ing Paul  Harvey  News, 
Paul  Harvey  Products 
(which  produces  records 
mm  and  books)  and  Paullynne 

Productions  Inc.,  which 
produces  "The  Rest  of  the  Story." 

What's  the  secret  of  his  seemingly  inexhaustible  vitali- 
ty? The  last  five  years  Harvey  has  tried  skydiving  and 
ocean  diving,  and  he  recently  took  a  course  in  race-car 
driving.  As  people  age,  says  Harvey,  they  should  consider 
driving  Formula  One  race  cars.  "Keeps  the  reflexes  in 
check,"  he  says.  -Julie  Androshick 


HOLLYWOOD  ANIMAL 


SUDAN/$8D,000 

Actors  must  travel  to  where  the  jobs  are,  so  last 
year  Sudan,  a  14-year-old  African  lion,  worked  a 
dozen  two-day  television  commercials  all  over  south- 
ern California  and  spent  six  weeks  shooting 
Bcastmaster  3  in  San  Diego.  In  the  ultimate  reverse 
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commute,  he  also  flew  to  South  Africa  for  five 
months  of  work  on  the  film  Ghost  in  the  Darkness. 

Sudan  doesn't  seem  to  mind  the  grueling  pace  as 
long  as  he  gets  a  nice  flank  steak  once  in  a  while,  says 
his  employer  and  trainer,  Hubert  Wells,  who  runs 
Animal  Actors  of  Hollywood. 

Sudan's  lifetime  resume  boasts  14  movies,  over  13 
television  shows  and  countless  commercials.  His  day 
rate  is  $800 — plus  the  steaks  and  other  fodder — but 
usually  comes  down  a  little  for  movie  work,  to  rough- 
ly $3,000  per  week. 

Wells  also  provides  dogs,  cats,  wolves,  birds  and 
snakes  for  films  and  photo  shoots.  To  hear  Wells  tell 
it,  Sudan  is  a  real  pussycat.  "He's  an  awfully  sweet 
boy.  As  nice  a  lion  as  you  could  possibly  get,"  he  says. 
"He  can  roar  on  demand.  But  when  he  acts  tough, 
he's  just  acting."  Maybe  it's  in  his  genes.  His  mother 
and  father  were  both  actors.  -Bruce  Upbin 


SPEAKER/CONSULTANT 


DANIEL  BURRUS/$4  MILLION 

For  about  $14,000  A  pop,  Daniel  Burrus  tells  corpo- 
rate audiences  who  hate  to  read  manuals  how  to  use 
and  profit  from  the  Internet,  desktop  videoconferenc- 
ing and  the  like.  That  and  his  consulting  business 
earned  him  about  $4  million  last  year.  Milwaukee- 
based  Burrus  started  out  teaching  high  school  physics 
25  years  ago,  and  later  tried  his  hand  at  wildlife  pho- 
tography and  distributing  sports  equipment. 

Noting  that  ordinary  people  were  increasingly  fum- 
bling with  their  cellular  phones  and  computer  key- 
boards, Burrus  figured  he  could  use  his  teaching  skills 
to  make  it  all  seem  easy.  Thus  was  born  Burrus 
Research  Associates.  His  first  client:  the  local  Rotary 
club,  where  Burrus  hustled  executives  to  hire  him  to 
teach  their  employees. 

Burrus  pushes  volume.  Last  year  he  did  about  100 
gigs  and  turned  down  another  150.  His  $2  million 
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Public  Speaker  Daniel  Burrus 

Hustling  the  technologically  challenged. 


speaking  business  feeds  his  $6  million  consulting 
work.  Arthur  Andersen,  for  instance,  pays  Burrus  an 
estimated  $1  million  to  learn  about  what  he  calls 
"intellectual  auditing."  What's  that?  Burrus  says  it 
means  finding  out  where  a  company's  knowledge 
resides  and  how  to  get  at  it.  Shouldn't  Andersen  real- 
ly know  how  to  do  this  itself?  Oh,  never  mind. 

Burrus,  47,  knows  how  to  market.  He  has  his  own 
Web  site,  where  you  order  a  $12.95  Technotrends 
card  game,  his  $59.95  six-cassette  tape  series  called 
Reengineering  Yourself,  and  his  ($14)  1993  book 
Technotrends:  How  to  Use  Technology  To  Go  Beyond 
Tour  Competition. 

On  the  Web  site,  you  can  also  sample  some  of  his 
insights.  To  wit:  "There's  a  lot  we  don't  know  about 
the  future."  It  sounds  much  more  impressive  when  he 
says  it  than  when  you  read  it.  It's  the  delivery  that 
counts.  — Julie  Androshick 


ROY  YAMAGUCHI/S2  MILLION 

Preparing  things  like  Maryland  crab  cakes  for  diners 
in  California,  Guam,  Hawaii,  Hong  Kong  and  Tokyo 
can  be  a  pretty  lucrative  profession.  No  better  evidence 
of  that  than  chef-restaurateur  Roy  Yamaguchi,  who 
earns  some  $2  million  a  year  from  his  1 1  "Roy's"  eater- 
ies around  the  Pacific  Basin.  Yamaguchi,  39,  serves  up 
expensive  Euro-Asian  fare  that  reflects  his  classical 
French  training  at  Hyde  Park,  N.Y.'s  Culinary  Institute 
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Chef  Roy  Yamaguchi 
Getting  $20  for 
blackened  ahi 
(tuna)  and  grilled 
mustard-crusted 
short  ribs. 


of  America  and  his  own  Hawaiian-Japanese  heritage. 

For  dishes  like  blackened  ahi  (tuna)  and  grilled  mus- 
tard-crusted short  ribs,  customers  spend  an  average  of 
$20.  Last  year  Yamaguchi's  chain  netted  about  $4  mil- 
lion on  sales  of  $21  million,  a  tidy  20%  margin  that 
tops  some  of  the  country's  better-known  eateries,  like 
Chart  House  and  Pizzeria  Uno.  Then  there  are  the  line 
extensions:  a  syndicated  cooking  show,  Hawaii  Cooks 
with  Roy  Yamaguchi,  that  appears  on  220  stations  and 
a  $27.95  cookbook,  Roy's  Feast  From  Hawaii,  which 
has  sold  14,000  copies  to  date — 6,000  in  its  first 
month  of  release  (November  1995).  The  workaholic 
chef  is  now  busily  planning  new  restaurant  sites  in 
Malaysia,  Singapore  and  Vietnam. 

Yamaguchi  was  no  overnight  sensation.  His  first 
restaurant  in  Hollywood,  385  North,  opened  in  1984 
with  $1.1  million  in  borrowed  bank  notes  and  closed 
in  1987.  It  couldn't  compete  with  Wolfgang  Puck's 
glitzy  Chinois  on  Main,  which  basically  offered  the 
same  kind  of  food  only  a  25 -minute  drive  away. 

So  Yamaguchi  took  his  Euro-Asian  concept  west  to 
Hawaii  in  1987  before  returning  to  the  mainland  in 
1995.  Roy's  Pebble  Beach,  Calif,  location  has  quickly 
became  the  hot  place  for  local  celebrities  and  golfers. 
Financing  expansion  ever  since  with  cash  flow  and 
backing  from  developers,  Yamaguchi  credits  his  success 
with  the  failure  of  385  North.  "My  learning  curve 
from  385  North  was  worth  a  lot  more  than  the 
$60,000  I  lost  in  the  venture."   -Julie  Androshick 


INDIAN  CHIEF 


RICHARD  (SKIP)  HAYWARD/$1  MILLION 

Twenty  years  ago  Richard  Hayward  was  a  shaggy, 
struggling  pipe  fitter  at  the  Electric  Boat  Corp.'s  sub- 
marine plant  in  New  London,  Conn.,  earning 

$15,000.  Today,  at 
47,  he  takes  home  $1 
million  as  chairman 
of  the  Mashantucket 
Pequots. 

Hayward  was  elect- 
ed tribal  chairman  in 
1975  and  set  out  to 
lobby  Congress  to 
grant  official  recogni- 
tion to  his  tribe, 
which  until  then  had 
not  been  recognized 
as  an  official  tribe 
with  all  the  rights 
and  privileges 
Congress  grants  to 
American  Indians. 
More  than  sentiment 
was  involved.  With 
federal  recognition 
comes  "sovereignty," 


Skip  Hayward,  Pequot  Chief 
A  long  way  from  bingo. 
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a  $900,000  settlement  and  the  right  to  open  a  bingo 
parlor. 

Hayward  won  federal  recognition  in  1983  and 
opened  a  small  high-stakes  bingo  operation.  A  few 
years  later  big-time  gambling  interests  saw  the  poten- 
tial. Malaysian  billionaire  Lim  Goh  Tong  offered  the 
350-member  tribe  $60  million  in  construction  financ- 
ing to  build  what  is  now  the  sprawling  Foxwoods 
Resort  Casino  in  Ledyard,  Conn. 

But  Hayward  had  no  intention  of  being  a  mere 
front  for  big  money.  He  insisted  that  the  tribe  retain 
complete  management  control  over  Foxwoods.  Tong 
and  his  partners  would  get  only  interest  and  principal. 

Foxwoods  is  quite  an  operation.  Eighteen  million 
people  visited  the  1 .5-million-square-foot  resort  last 
year,  funneling  revenues  of  $1.03  billion  and  profits 
of  $319  million  into  tribal  coffers.  Hayward  and  his 
six-member  council  plow  most  of  those  profits  right 
back  into  expansion.  Last  November,  for  example,  the 
tribe  broke  ground  on  a  $350  million,  1.4-million- 
square-foot,  917-room  casino/hotel  complex. 

But  the  operation  is  such  a  money-spinner  that 
each  of  the  tribe's  200  adults  receives  an  average 
annual  stipend  of  $200,000.  Checks  can  go  a  lot 
higher  depending  on  tribal  rank  and  so-called  reserva- 
tion tenure — how  long  a  tribe  member  has  been  liv- 
ing there.  Being  chairman  and  the  tribe's  cultural  and 
political  ambassador,  Hayward  gets  the  largest  slice: 
$1  million,  possibly  more. 

Conscious  of  their  sore-thumb  status  among  the 
U.S.'  largely  impoverished  tribes,  the  Mashantuckets 
gave  $10  million  to  the  Smithsonian  Institution's  new 
Native  American  museum.  Hayward  is  planning  his 
own  $150  million  tribal  museum — this  one  intended 
to  be  a  moneymaker,  complete  with  an  escalator  ride 
through  a  fake  glacier.  -BRUCE  Upbin 


CRISTOPHE/ $450,000 

If  you  charge  $10  for  a  trim,  you're  a  barber.  If  you 
charge  $100,  you're  a  hairdresser.  If  your  tab  for  snip- 
ping the  locks  of  the  rich  and  famous  is  $250,  then 
you're  Cristophe.  The  39-year-old  scissor  master  was 
already  on  his  way  to  the  top  when  he  tangled  air  traf- 
fic for  hours  while  correcting  the  President's  coif  at  LAX 
in  the  summer  of  1993;  Cristophe  also  cuts  the  locks 
on  Hollywood  heads — Steven  Spielberg's  and  Farrah 
Fawcett's  among  them.  His  main  salon  is  in  Beverly 
Hills,  plus  a  new  one  in  D.C.  With  Bill  and  Hillary  in 
the  White  House,  his  Hollywood  clientele  spends  more 
time  in  D.C.  these  days.  The  two  salons  pull  in  $5  mil- 
lion from  haircuts,  facials  and  body  massages. 
Cristophe  claims  a  net  profit  margin  of  about  9%,  what 
with  the  costs  of  hairspray,  bottles  of  designer  water  for 
clients  and  a  staff  of  60  stylists.  A  high  school  dropout, 
this  towering,  long-haired  Belgian  started  snipping 
hair  at  age  13.  "I  didn't  have  too  many  options  at  that 
point,"  he  notes.  It  was  either  work  as  a  mechanic  in  a 
cold  garage,  or  be  surrounded  by  beautiful  women  all 


Hollywood  hairdresser  Cristophe 

He  of  the  infamous  presidential  trim  at  LAX. 


day.  Not  a  tough  decision.  After  a  stint  in  salons  in 
Belgium,  Cristophe  Schatteman  fashionably  dropped 
his  last  name  and  opened  up  his  salon  on  Beverly  Drive 
in  1986. 

Next:  a  line  of  fancy  Cristophe  hair  products  this 
summer  and  a  third  salon  in  Arizona.  Cristophe  is  even 
thinking  of  invading  the  heartland — with  scaled  down, 
less  glitzy  versions  of  his  salons.  "This  business  is  most- 
ly focused  on  the  coasts.  When  you  look  at  places  like 
Grand  Rapids  or  Des  Moines,  the  competition  is  virtu- 
ally nothing,"  he  says.  Is  Grand  Rapids  ready  for  thej 
$250  hair  job?  -Rana  Dogar 


COMIC  BOOK  ARTIST 


TODD  McFARLANE/$S  MILLION 

The  demonically  resurrected  corpse  of  a  murdered] 
ex-Marine  has  turned  Todd  McFarlane  into  the  highest- 
paid  comic  book  artist  in  the  country.  No  warm- and j 
fuzzy  Disney  stuff  this.  McFarlane's  creepy  creation, 
called  Spawn,  stars  in  one  of  the  darkest,  most  violent — 
and  most  profitable — comic  books  around. 
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Last  year  Spawn  sold  2.5  million  copies  at  $1.95 
i(retail)  each,  about  as  much  as  the  much  larger  Marvel 
Comics'  most  popular  X-Men  title.  While  the  comic 
books  brought  in  $2  million  in  sales  last  year,  McFarlane 
has  also  made  a  killing  in  toys,  videogames,  television 
ishows  and  apparel.  Total  revenues  last  year  for  privately 
jheld  Todd  McFarlane  Productions:  $35  million.  His 
i take:  $5  million. 

McFarlane,  35,  first  showed  his  talent  in  the  late 
1980s,  when  he  worked  as  an  artist  at  Marvel  Comics. 
His  specialty?  Giving  "weird  and  wonky"  characters  new 
clothes,  hairdos  and  more  cynical  attitudes.  A  1991 
Spiderman  edition  he  wrote  and  drew  sold  an  alltime 
record  3  million  copies. 

Fearful  that  Marvel  would  exploit  his  odd  new  idea, 
McFarlane  kept  his  Spawn  character  secret  from  the 
brass,  and  left  in  1992  to  start  his  own  imprint  with  six 
of  his  buddies.  "I  had  a  bad  attitude  about  corporate 


America.  As  a  creative  guy,  the  only  reasonable  act  was 
to  tell  the  system  to  shove  it,"  he  says.  The  seven  young 
men  accounted  for  about  40%  of  Marvel's  sales.  The  day 
they  walked  out,  Marvel's  stock  crashed. 

McFarlane  has  never  looked  back.  Last  month  he 
bought  bankrupt  Eclipse  Comics  for  $25,000  in  cash 
and  plans  to  bring  back  40-year-old  characters  like 
Miracle  Man  and  Air  Boy. 

Meanwhile,  Spawn's  momentum  is  hard  to  stop.  Next 
year  New  Line  Cinema  will  release  a  live-action  film 
based  on  the  character.  This  winter  HBO  will  air  six 
episodes  of  an  animated  Spawn  series. 

McFarlane  is  already  worth  some  $75  million,  but  he 
expects  to  do  a  lot  better  than  that.  The  Winnepeg  Jets 
professional  hockey  team  moved  to  Phoenix  last 
October  and  McFarlane,  a  hockey  fanatic,  was  there  to 
greet  the  team's  owner.  "In  five  years,  I'm  gonna  buy 
you,"  said  McFarlane.  -Bruce  Upbin 


j  omic  book  artist  Todd  McFarlane 
I  had  a  bad  attitude  about  corporate  America. 
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BARBARA  LEE/$1 2  MILLION 

Barbara  Fish  Lee,  of  Boston,  had  either  a  wretched 
year  or  a  damn  good  one,  depending  on  your  point 
of  view.  Divorce  is  no  fun,  but  an  estimated  $200 
million  settlement  is  considerable  comfort.  That's 
what  it  cost  ex-husband  Thomas  Lee,  the  centimil- 
lionaire  Snapple  buyout  king  and  Boston  investor,  to 
make  her  happy. 

The  fiftyish  ex-Mrs.  Thomas  Lee  wouldn't  talk  to 
Forbes  about  her  plans,  but  we  figure  the  settlement 
puts  an  annual  $12  million  in  spending  money  in  her 
hands — based  on  what  she  could  earn  in  tax-exempt 
bonds  with  the  money. 

She  recently  addressed  the  student  body  at  eldest 
son  Stephen  Zachary's  alma  mater,  the  Cambridge 
School  in  Weston,  outside  of  Boston.  She  said  that 
she  was  puzzled  by  what  to  enter  in  the  "occupa- 
tion" box  in  a  recent  survey  form  she  received. 
"Since  I  am  no  longer  practicing  social  work,  I  was 
not  sure  what  to  call  myself,"  she  said.  "And  then 
someone  said,  'Art  and  Social  Justice  Activist.'  I  liked 
that." 

Uh-oh.  Not  another  limousine  liberal  with  time 
and  money  on  her  hands,  we  hope. 

The  very  evening  the  divorce  was  finalized,  Tom 
Lee,  51,  announced  plans  at  a  Whitney  Museum  gala 
to  marry  Ann  Tenenbaum,  a  much  younger  "patron 
of  the  arts."  -Michael  Noer 


PRIVATE  INVESTIGATOR 


ANTHONY  PELLICAN0/S2  MILLION 

Female  client:  "I  need  a  man  .  .  .  good-looking 
enough  to  pick  up  a  dame  who  has  a  sense  of  class,  but 
he's  got  to  be  tough  enough  to  swap  punches  with  a 
power  shovel .  .  .  and  get  hit  on  the  head  with  a  beer 
truck  and  think  some  cutie  in  the  leg-line  topped  him 
with  a  breadstick. " 

Philip  Marlowe,  private  investigator:  "Trouble  is  my 
business.  Twenty-five  a  day  and  a  guarantee  of  two- 
fifty,  if  I  pull  off the  job."  (From  Raymond  Chandler, 
Trouble  Is  My  Business,  1950). 

The  pay  has  gone  up,  but  the  job  description's 
pretty  much  the  same.  "People  don't  screw  with  me," 
says  Anthony  (the  Pelican)  Pellicano,  52,  private 
detective,  of  Los  Angeles.  "Basically,  I  solve  prob- 
lems," says  Pellicano.  Want  a  problem  solved?  His 
basic  retainer  is  $25,000,  plus  expenses. 

A  high  school  dropout  and  tough  guy  in  Chicago, 
the  Pelican  got  a  taste  for  the  covert  as  a  cryptogra- 
pher in  the  Army  in  the  early  1960s.  Then  he  chased 
deadbeats  at  Spiegel,  the  mail-order  house,  before 
learning  the  private  eye  trade  at  the  now-defunct 
Wright  and  Julstrud  in  Chicago.  In  1967  Pellicano 
started  his  own  detective  agency,  building  a  client 
base  and  a  reputation  for  finding  missing  persons, 
especially  runaways. 


Anthony  Pellicano,  professional  gumshoe 
"People  don't  screw  with  me." 


He  moved  to  Los  Angeles  in  1983  and  took  on  as  a 
client  John  DeLorean,  the  former  sports  car  maker 
who  was  indicted  in  1982  on  federal  drug  charges. 
Despite  being  videotaped  closing  a  drug  deal, 
DeLorean  was  acquitted  in  1984  with  Pellicano's 
help.  Pellicano  investigated  the  informant  and  helped 
portray  the  federal  agents  at  trial  as  "overzealous." 
Since  then  Pellicano  has  worked  for  a  number  of  dis- 
tressed Hollywood  types,  including  the  late  movie 
producer  Don  Simpson,  Roseanne  and  Michael 
Jackson. 

During  the  O.J.  Simpson  trial,  he  represented 
detective  Mark  Fuhrman,  for  whom  he  dug  up  dirt 
on  Kathleen  Bell,  one  of  the  sirens  who  squealed  on 
his  client.  "Stress  and  sins?"  says  Pellicano.  "I  eat 
them."  -Julie  Androshick 


GAMBLER 


DANIEL  HARRINGTON /$1 .4  MILLION 

He  made  $1.4  million  last  year  for  jet-setting  to 
London,  Monte  Carlo  and  Las  Vegas.  And  all  he 
does  is  gamble. 

Sound  glamorous?  Forget  about  it,  says  poker's 
reigning  world  champion  Daniel  Harrington. 
"Gambling  is  a  very  unhealthy  lifestyle.  You  sit  for  up 
to  16  hours  at  a  time  in  a  smoky  room.  You  don't 
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Daniel  Harrington,  poker  champ 
"Poker  is  a  zero  sum  game." 


exercise  enough  or  eat  right." 

But  for  Harrington  it  pays.  Last  year  the  50-year- 
old  ex- bankruptcy  attorney  bagged  four  of  the  six 
J  major  tournaments  he  entered,  including  the  crown 
Ijewel:  Binion's  Horseshoe,  the  $1  million  World 
Series  of  Poker — a  feat  tantamount  to  winning  ten- 
nis' Grand  Slam,  or  horseracing's  Triple  Crown. 

Harrington  is  quick  to  point  out  that  he  wasn't  the 
1  highest-earning  poker  player  last  year — just  the  high- 
est-paid one  who  reports  everything  to  the  Internal 
Revenue  Service.  He  claims  some  players  earned 
between  $3  and  $5  million  last  year  in  high-stakes 
backroom  games,  beyond  the  reach  of  the  IRS.  But 
aside  from  the  illegality,  Harrington  shuns  such  high- 


stakes  games.  "If  you  can  win 
$3  million,  you  can  lose  $3 
million.  Poker  is  a  zero-sum 
game." 

The  Boston-born  son  of  a 
meat-factory  worker, 
Harrington  did  not  grow  up 
planning  to  become  a  profes- 
sional gambler.  After  graduat- 
ing from  Suffolk  University  in 
1967,  he  went  to  law  school 
to  avoid  the  Vietnam  draft. 
He  ended  up  with  a  job  he 
hated — practicing  bankruptcy 
and  real-estate  law  in  Boston. 
"All  day  long  I  dealt  with 
unhappy  people  who  brought 
me  their  problems." 

In  1981  Harrington 
switched  to  playing  the  stock 
market — and  poker.  He  was 
the  Massachusetts  state  chess 
champion  in  the  1970s,  with 
an  impressive  ELO  rating  of 
2355  (a  strong  master). 

He  had  learned  poker  in 
his  college  dorm  and 
throughout  the  1970s  had 
continued  to  play  occasional 
$1  ante  pick-up  games  in  the 
Boston  area,  including,  on 
one  memorable  occasion, 
with  the  young  Bill  Gates 
and  his  friend  Paul  Allen.  "I 
didn't  know  much  about 
them.  I  knew  they  were 
smart  and  were  interested  in 
computers.  But  I  had  no 
idea!  I  wish  I  had  given  them 
$1,000  to  invest." 

A  self-taught  player, 
Harrington  says  the  only  way 
to  learn  the  game  is  to  play. 
But  keep  your  ego  out  of  the 
game.  "Poker  is  primarily  a 
game  about  character.  If  the 
gods  of  chance  are  against 
you  on  a  given  day,  you  have  to  know  when  to  stop. 
You  must  continue  doing  the  right  thing  under 
adversity.  Amateurs  often  crack  under  pressure." 

A  lifelong  bachelor  who  doesn't  own  a  car  or  a  house, 
Las  Vegas- based  Harrington  is  tight  with  his  winnings. 
"In  poker,  money  is  your  inventory."  Claiming  that  he 
has  less  than  a  1.25%  chance  of  repeating  last  year's 
poker  performance,  he  keeps  his  current  day  job  devel- 
oping commercial  real  estate,  which  supplies  a  steady 
income  of  around  $500,000  a  year. 

Harrington's  advice  to  aspiring  poker  pros? 
Don't.  "Ninety-nine  percent  of  professional  poker 
players  will  eventually  lose  every  penny  they  make," 
he  says.  -Michael  Noer  h 
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America's 
fflgtest-Rrfd 

Bosses 


A  handful  of  chief 
executives  were  paid 
staggering  amounts  over 
the  past  five  years.  But 
the  median  five-year  pay 
for  800  chief  executives 
was  just  $6.9  million. 


By  Eric  S.  Hardy 


It  isn't  hasy  to  justify  some  of  these  astronorri) 
cal  pay  packets  given  to  chief  executives. 

Walt  Disney  Co.'s  Michael  Eisner  tog 
FORBES'  long-term  compensation  list  for  tl" 
third  year  in  a  row,  earning  $233  million  in  tl 
last  five  years. 

Green  Tree  Financial's  chief  executive,  Lavj 
rence  Coss,  earned  $119  million  in  total  com 
pensation  over  the  same  period,  $66  million  i 
1995  alone. 

But  it  is  well  to  put  all  this  in  perspective.  Tlj 
25  top-paid  chief  executives  for  the  past  fiv 
years  (see  table,  opposite)  earned  a  total  of  near 
$425  million  last  year  alone.  More  than  half  o 
this  huge  sum  came  from  exercising  stock 
tions.  In  short,  most  of  these  outsize  rewarc 
were  a  by-product  of  a  roaring  bull  market.  It 
hard  for  most  shareholders  to  complain  in  a  yd 
when  the  stock  market — measured  bv  the  SS 
500— rose  38%  and  added  $1.8  trillion  to  the 
net  worths. 

Take  Coss  of  Green  Tree  Financial.  Over  th 
same  five-year  period  that  he  was  pocketing  we 


MICHAEL  D.  EISNER  $233  MILLION 


WALT  DISNEY 
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lover  SI 00  million,  a  $10,000  investment  in 
[[Green  Tree  stock  would  have  multiplied  to 
||$160,000.  That's  an  average  return  of  74%  a 
year,  including  reinvested  dividends.  Coss  was 
■an  innovator.  He  made  mortgages  available  to 
■buyers  of  mobile  homes,  a  class  of  buyers  most 
■lenders  shirked.  He  proved  they  were  good 
I  risks.  In  that  innovation  he  made  everyone 
■(better  off:  his  customers,  his  shareholders,  the 
■economv  and  himself. 

Then  there's  Jack  Welch  of  General  Electric. 
■Welch  took  home  $45  million  in  the  past  five 
lyears.  In  those  years  GE  shareholders  were  made 
Iricher  by  $68  billion,  and  GE  solidified  its  posi- 
tion as  one  of  the  world's  best- managed  corpo- 
ate  giants. 

We  won't  try  to  justify  what  H.J.  Heinz  has 
paid  the  flamboyant  Anthony  O'Reilly  since 
1991.  O'Reilly's  total  is  $119  million,  ranking 
him  fourth  in  the  top  25.  But  Heinz's  results 


STEPHEN  C.  HUBERT  $232  MILLION 


;onseco 


Best-paid  executives:  1991-95 

Company/chief  executive  Stock  owned 


-1995  compensation- 


5-year     Unexercised  5-year 


market  value 

salary  + 

0/ 

/o 

other 

stock 

total 

total 

vested 

return* 

($mil) 

bonus 

change 

($thou) 

gains 

($thou) 

($thou) 

options 

($thou) 

($thou) 

!$mil) 

1  Wait  Disney/Michael  D  Eisner 

$184.1 

$8,775 

9% 

$7 

$8,782 

$232,746 

$238 

17% 

Conseco/Stephen  C  Hilbert 

63.6 

7,666 

-21 

17,130 

24,796 

231,651 

26 

40 

Travelers  Group/Sanford  1  Weill 

251.4 

5,329 

45 

2,255 

$41,971 

49,555 

199,673 

36 

HJ  Heinz/Anthony  J  F  O'Reilly 

198.1 

1,775 

136 

664 

2,439 

119,144 

50 

8 

Green  Tree  Financial/Lawrence  M  Coss 

154.6 

65,580 

126 

65,580 

119,108 

19 

74 

Forest  Labs/Howard  Solomon 

25.4 

611 

6 

24 

16,416 

17,050 

79,263 

48 

4 

Gateway  2000/Theodore  W  Waitt 

1,195.6 

839 

-11 

61,024 

61,863 

64,369 

67 

174 

Coca-Cola/Roberto  C  Goizueta 

672.4 

4,880 

12 

1,640 

6,566 

13,086 

59,585 

65 

27 

DSC  Communications/James  L  Donald 

24.2 

919s 

-38 

5,981 

12,488 

19,388 

55,857 

28 

47 

Advanced  Micro/Walter  J  Sanders  III 

4.6 

3006 

-34 

2,027 

5,033 

54,562 

7 

11 

!  Colgate-Palmolive/Reuben  Mark 

47.0 

1,985 

-16 

2,325 

11,567 

15,877 

54,522 

31 

18 

;  Mirage/Stephen  A  Wynn 

438.2 

3,750 

0 

4 

3,755 

49,539 

134 

29 

Comcast/Ralph  J  Roberts 

190.3 

8001 

0 

4,552 

4,674 

10,026 

49,397 

15 

11 

General  Dynamics/James  R  Mellor 

20.2 

2,420 

7 

2,178 

4,598 

46.4813 

1 

46 

.  Leucadia  National/Ian  M  dimming 

246.8 

795 

-45 

251 

27,996 

29,042 

45,448 

30 

■,  General  Electric/John  F  Welch  Jr 

34.7 

5,250 

21 

3,431 

5,316 

13,997 

45,401 

35 

21 

Compaq  Computer/Eckhard  Pfeiffer 

0.1 

3,625 

2 

1,250 

12,493 

17,368 

42,459 

40 

13 

Bear  Stearns  Cos/James  E  Cayne 

89.2 

4,230 

-45 

4,774 

913 

9,917 

42.0262 

23 

Parametric  Tech/Steven  C  Walske 

44.6 

800 

10 

5 

5,390 

6,195 

41,644 

12 

67 

i  Enron/Kenneth  L  Lay 

31.9 

2,430 

11 

1,254 

4,937 

8,621 

41,439 

19 

25 

Merrill  Lynch/Daniel  PTully 

32.1 

5,144 

6 

1,511 

6,654 

39,483 

53 

31 

American  Intl  Group/Maurice  R  Greenberg 

944.1 

4,150 

11 

7 

6,834 

10,991 

38,613 

24 

17 

Masco/Richard  A  Manoogian 

29.0 

1.4071 

17 

4,201 

5,608 

38,013 

7 

Applied  Materials/James  C  Morgan 

25.5 

1,688 

32 

12 

10,631 

12,331 

36,767 

56 

AutoZone/Joseph  R  Hyde  III 

484.3 

1,053 

-9 

6 

1,058 

36,458 

344 

*Average  annual  total  return  as  of  Mar.  31.  'Prior-year  data, 
stock  in  lieu  of  portion  of  salary  or  bonus. 


2Three-year  total.  3Four-year  total.  ^Return  is  for  less  than  five-year  period,  deceived  options  or  restricted 
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Lets  Talk 
About  The  Seat  You'll  Soon 
Be  On  The  Edge  Of. 


^/he  driver's  seat  in  the  Acura  3.5RL  is  so  luxuriously  comfortable, 
the  natural  inclination  is  to  settle  back,  let  the  adjustable  lumbar  support 
go  to  work,  and  relax.  Its  hand-gathered  leather  is  exceptionally  soft  to  the 
touch,  thanks  to  a  special  curing  process.  There  are  computer-designed 
springs  that  absorb  extraneous  vibration.  Even  a  two-position  memory. 

It's  a  level  of  refinement  equaled  only  by  the  other  appointments 
found  in  this  automobile:  burled  walnut  trim*  a  CD*  audio  system,  and 
elegant  instrumentation.  All  encompassed  by  a  whisper-quiet  cabin. 

Punch  the  accelerator,  however,  and  any  notion  of  lazy  tranquility 
goes  right  out  the  window.  For  under  the  hood  lies  the  spirited  wallop 
of  a  3.5-liter  V-6  which,  in  combination  with  a  finely  tuned  suspension, 
translates  into  a  ride  that  will  keep  you  on  the  edge  of,  well,  you  know. 

Which  isn't  to  say  you'll  never  get  the  chance  to  sit  back  and  enjoy 
this  seat  simply  for  what  it  is.  Of  course  you  will.  Like  when  you're  at 
a  stop  sign,  for  example.  Or  waiting  for  a  light  to  change. 

To  find  out  more  information,  call  1-800-TO-ACURA.  ACwAA 


The  New Acuka35RL 

 !  ' 


•  3.5-liter,  ho -horsepower,  v-6  engine 

♦  Steering  wheel-mounted  audio  control 

♦  Electronic  tilt  and  telescoping  steering  column 

•  Automatic  Climate  Control  System 

•  Power  moonroof  with  tilt  feature 

•  Heated  front  seats'  with  memory  feature 

♦  Priced  from  $41,000t 


Best-paid  executives:  1995 


Company/chief  executive 


Total 
compensation 
($thou) 


Green  Tree  Financial/Lawrence  M  Coss 
Gateway  2000/Theodore  W  Waitt 
Travelers  Group/Sanford  I  Weill 
Leucadia  National/Ian  M  dimming 
Conseco/Stephen  C  Hilbert 


Amgen/Gordon  M  Binder 
Health  Systems  Intl/Malik  M  Hasan 
DSC  Communications/James  L  Donald 
US  Robotics/Casey  G  Cowell 
;  Compaq  Computer/Eckhard  Pfeiffer 


165.580 
61,863 
49,555 
29,042 
24,796 

21.634 
20,685 
19,388' 
18,586 
17,368 


'Received  options  or  restricted  stock  in  lieu 
of  portion  of  salary  or  bonus. 

It  is  easier  for  a  top 
executive  to  earn  a  great 
paycheck  at  a  rapidly 
growing  firm  than  at 
a  well-established  giant. 


ANTHONY  J.F.  O'REILLY  $119  MILLION 


H.J.  HEINZ 
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SANFORD  I.  WEILL  $200  MILLION 


TRAVELERS 


have  been  disappointing  over  the  last  several 
years.  Earnings  per  share  have  risen  an  average 
6.5%  over  the  last  five  years.  And  during  this 
period,  Heinz  stock  has  failed  to  keep  pace  with 
the  S&P  500.  Tony  O'Reilly's  ego  and  paycheck 
are  bigger  than  his  accomplishments. 

What  about  Howard  Solomon,  chief  execu- 
tive of  Forest  Laboratories?  Solomon's  com- 
pensation totaled  $79  million  over  the  past  rive 
years,  while  his  firm's  stock  rose  an  average  4%  a 
year — about  in  line  with  returns  for  money 
market  funds.  Let's  hear  a  big  Bronx  cheer  for 
Howard  Solomon. 

And,  to  put  it  mildly,  it  was  pretty  poor  public 
relations  on  the  part  of  AT&T's  board  to  aw  ai  d 
Robert  Allen  $6  million  right  on  the  heels  of 
announcing  the  company  was  about  to  cut  its 
payroll  by  40,000  people  through  attrition  and 
layoffs. 

Perspective  again.  While  the  media  and  politi- 
cians wallowed  in  indignation  over  some  of  the 
bigger  stock  option  packages,  no  one  was  look- 


Wealthy  today 

The  ten  people  in  the  table  at 

left  own  a  total  of  $53  billion  of 

Company/chief  executive 

5-year  total 



Stock  owned  

their  firms'  stock.  Based  on 

compensation 

/o 

market  value 

their  unexercised  stock 

($thou) 

($mil) 

options,  the  executives  in  the 

Berkshire  Hathaway/Warren  E  Buffett 

$500 

43.22°/ 

>  $16,770 

table  below  have  a  good  shot  at 

Microsoft/William  H  Gates 

1,852 

23.92 

14,949 

adding  to  their  personal  for- 

Oracle/Lawrence J  Ellison 

20.703 

22.68 

4,603 

tunes — provided  that  Wall 

NIKE/Philip  H  Knight 

6,889 

33.93 

4,503 

Street  cooperates. 

Viacom/Sumner  M  Redstone 

NA 

24.84 

3,742 

Turner  Broadcasting/Robert  E  Turner 

7,197 

38.16 

2,180 

Estee  Lauder  Cos/Leonard  A  Lauder 

NA 

48.77 

1,973 

US  Satellite  Broad/Stanley  E  Hubbard 

NA 

51.28 

1,715 

Loews/Laurence  A  Tisch 

2,892 

15.75 

1,383 

Gateway  2000/Tlieodore  W  Waitt 

64,369 

44.63 

1,196 

NA:  Not  available. 


Wealthier  tomorrow? 

Company/chief  executive 


Total 


5-year  total       —Market  value  ($mil) — 


compensation  compensation       stock  unexercised 
 ($thou)   owned    vested  options 


Walt  Disney/Michael  D  Eisner 

$8,782 

$232,746 

$184 

$238 

HFS/Henry  R  Silverman 

1,441 

5,0351 

6 

176 

HealthSouth/Ricnard  M  Scrushy 

7,388 

29,283 

12 

136 

Mirage/Stephen  A  Wynn 

3,755 

49.539 

438 

134 

Amgen/Gordon  M  Binder 

21,634 

25,755 

9 

76 

Computer  Associates/Charles  B  Wang 

5,623 

21,017 

643 

69 

i  Intel/Andrew  S  Grove 

8,448 

20,607 

59 

67 

Gateway  2000/Theodore  W  Waitt 

61,863 

64,369 

1,196 

67 

;  Coca-Cola/Roberto  C  Goizueta 

13,086 

59,585 

672 

65 

Oracle/Lawrence  J  Ellison 

14,143 

20,703 

4,603 

62 

The  salaries,  bonuses,  perks 
and  stock  gains  paid  to  the  top 
25  chief  executives  over  the 
past  five  years  amount  to 
nearly  $1.9  billion.  These 
individuals  were  smart  and 
lucky  enough  to  lead  highly 
successful  companies  during 
a  roaring  bull  market. 


Four-year  total. 

ig  at  the  whole  picture.  So  let's  look  at  it. 

Forbes  tracks  800  major  U.S.  corporations. 
Vhat  was  the  median  pay  packet  for  the  chief 
xecutive  of  the  800? 
Was  it  $10  million? 
Was  it  $5  million? 

It  was  $1.5  million,  including  gains  from 
xercising  stock  options.  No  one  doubts  that 
ais  is  a  nice  living,  but  $1.5  million  a  year,  taxed 
t  the  margin  at  well  over  40%,  is  not  a  ticket  to 
'he  Forbes  Four  Hundred.  It  is,  in  fact,  about  in 
ne  with  the  take-home  of  top  earners  in  a  whole 
mge  of  professions:  physicians,  lawyers,  fash- 
>n  models,  TV  personalities  and — as  the  articles 
:arting  on  page  176  show — poets,  Indian 
hiefs  and  professional  gamblers.  The  corpo- 

te  chief  executive  is,  after  all,  a  person  w  ho 
as  risen  to  the  top  of  his  profession.  A  few  of 
lem  will  get  rotten  rich.  Most  of  them  will 
lerely  retire  in  comfort  and  leave  their  families 
datively  well  off.  mm 
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"Will  a  14-year-old 

sociopath 

bring  my  company 
to  its  knees?" 


It  can  keep  you  up  at  night,  the 
iuiiiiub  u , :..  i*  thought  of  some  wily  hacker, 
/orse,  a  paid  professional,  creeping  through 
•  company's  most  valuable  information, 
if  you  keep  your  network  sealed  tight  to  avoid 
nformation  Superhighwaymen,  you'll  miss 
an  all  the  resources  and  opportunities  the 
met  has  to  offer. 

There  are  other  issues.  What  sort  of 
ss  should  your  employees  have  to  the  Net? 
'  do  you  control  it?  What  about  viruses? 
t  happens  to  e-mail,  transaction  orders,  legal 
lments  and  electronic  funds  once  they've 
/our  secure  enclave? 

At  IBM,  some  of  our  smartest  people  are 
dng  on  the  problem  of  information  security 
group  consists  of  "ethical  hackers"  who  try 
•eak  into  your  system  and  reveal  the  cracks 
>ur  armor. 

Once  we  know  your  vulnerabilities,  we 
|  t  multilayered  firewalls  and  install  the  latest 

AntiVirus  protection  software  from  our  labs, 
i ,  in  the  event  of  a  break-in,  an  Emergency 


Response  Security  Team  is  standing  by  around 
the  clock  to  detect  it,  contain  it  and  stop  it  from 
happening  again. 

If  you're  just  starting  to  build  your  own 
network,  the  IBM  Global  Network  gives  you 
the  security  and  Internet  access  you  need,  from 
Turkey  to  Thailand  and  43  other  countries 
around  the  world. 

Every  day,  more  people  and  more  infor- 
mation make  the  world  of  networked  computing 
a  place  of  incredible  opportunity  and  trans- 
formation. All  the  minds  and  resources  of 
IBM  are  committed  to  helping  you  get  from  here 
to  there.  Safely. 

Stop  by  www.ibm.com  or  call 
1  800  IBM-7080,  ext.  G204,  for  our  free  16-page 
booklet  highlighting  how  IBM  can  help  your 
business  thrive  over  the  Internet.  We'll  also  send 
you  our  brochure  on  the  IBM  SecureWay""  family 
of  products  and  services. 


Solutions  for  a  small  planet 
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The  people  at  the 
top  of  corporate 
America 


Don't  ask  us  why,  but  chief  executives 
without  a  college  degree  earned 
more  money  than  those  who  own 
a  sheepskin. 


By  Eric  S.  Hardy 


Helped  along  nicely  by  the  bull  market,  there  werel 
lots  of  happy  faces  in  executive  suites  last  year:  The| 
median  chief  executive  in  this  survey  took  home  $1.5 
million  in  total  compensation,  a  15%  increase  over] 
1994.  The  increase  was  well  above  the  inflation  rate,  but! 
if  you  want  to  look  at  the  downside,  it  was  a  good  deal! 
less  than  the  38%  increase  in  the  stock  market. 

Who  was  number  one?  For  the  second  year  in  a  row,j 
Lawrence  Coss  of  Green  Tree  Financial.  Only  $434,0001 


Company/chief  executive 


-Rank- 


Age  Birthplace 


-Education- 


Tenure  (ye 


among 

in 

undergraduate 

graduate 

with 

800  execs 

industry 

firm  C 

AEROSPACE  &  DEFENSE 

AlliedSignal/Lawrence  A  Bossidy 

38 

2 

61 

Pittsfield  MA 

Colgate  U,  BA  '57 

5 

Boeing/Philip  M  Condit 

460 

9 

54 

Berkeley  CA 

U  of  Cal  Berkeley,  BSME  '63 

Princeton,  MS  '65 

31 

General  Dynamics/James  R  Mellor 

111 

4 

66 

Detroit  Ml 

U  of  Michigan,  BS '52 

MS '53 

15 

Litton  Industries/John  M  Leonis 

474 

11 

62 

Whittier  CA 

U  of  Arizona,  BSEE '59 

36 

Lockheed  Martin/Norman  R  Augustine 

33 

1 

60 

Denver  CO 

Princeton,  BSE  '57 

MSE  '59 

19 

McDonnell  Douglas/Harry  C  Stonecipher 

265 

8 

60 

Scott  County  TN 

Tennessee  Tech,  BS  '60 

2 

Northrop  Grumman/Kent  Kresa 

168 

6 

58 

New  York  NY 

MIT,  BS  '59 

MS '61 

21 

Raytheon/Dennis  J  Picard 

91 

3 

63 

Providence  Rl 

Northeastern  U,  BSEE  '62 

41 

Sundstrand/Robert  H  Jenkins 

461 

10 

53 

Chicago  IL 

U  of  Wise  Madison,  BS  '66 

1 

Textron/James  F  Hardymon 

117 

5 

61 

Maysville  KY 

U  of  Kentucky,  BS  '56 

MS '58 

6 

United  Technologies/George  David 

237 

7 

54 

Bryn  Mawr  PA 

Harvard,  BA  '65 

Uof  Virginia,  MBA  '67 

21 

BUSINESS  SERVICES  &  SUPPLIES 

Alco  Standard/John  E  Stuart 

179 

6 

52 

Berkeley  CA 

Pace  U  NY,  BS  '80 

MBA  '80 

11 

Automatic  Data/Josh  S  Weston 

51 

2 

67 

Brooklyn  NY 

CUNY  City,  BS  '50 

Uof  New  Zealand,  MA '52 

26 

Avery  Dennison/Charles  0  Miller 

316 

10 

68 

Hartford  CT 

Johns  Hopkins  U,  BA  '49 

32 

H&R  Block/Richard  H  Brown 

697 

20 

48 

New  Brunswick  NJ 

Ohio  U,  BS  '69 

1 

Browning-Ferris  Inds/Bruce  E  Ranck 

570 

17 

47 

Canada 

Michigan  State  U,  BS  '73 

26 

Ceridian/Lawrence  Perlman 

469 

15 

58 

St  Paul  MN 

Carleton  C,  BA  '60 

Harvard,  JD  '63 

16 

Comdisco/Jack  Slevin 

589 

18 

59 

East  Orange  NJ 

Rutgers,  BSCE  '58 

21 

Computer  Sciences/Van  B  Honeycutt 

760 

23 

51 

Harrisburg  VA 

Franklin  U,  BBA'71 

21 

Deluxe/John  A  Blanchard  III 

607 

19 

53 

Laurel  MS 

Princeton,  BA  '65 

MIT.  MS  '78 

1 

Equifax/Daniel  W  McGlaughlin 

308 

8 

59 

Erie  PA 

U  of  Cincinnati,  BS  '59 

Case  Western,  PhD  '66 

7 

First  Data/Henry  C  Duques 

740 

21 

52 

Washington  DC 

George  Washington  U,  BBA  '65 

MBA  '69 

9 

Rank  is  based  on  total  compensation  for  latest  fiscal  year.  Market  value  ot  CEO  stock  is  based  on  Apr.  17  stock  price  and  includes  all  classes  of  common.  Sales  and  profits  are  as  reportec 
Tbe  Forbes  500s  Annual  Directoiy  issue  Five-year  return  is  average  annual  total  return  as  of  Mar.  31.  Sources  of  return  data:  Market  Guide  via  OneSource  Information  Services,-  Bloomberg  Fina 
Markets.  'Percentage  change  is  for  combined  salary  and  bonus.  'Company  founder  2Return  is  for  less  than  five-year  period.  Annualized  salary.  4Four-year  total.  ^Three-year  total.  6LesstB 
0.01%.  'Less  than  $100,000.  8Prlor-year  data.  9New  CEO;  compensation  may  be  for  another  executive  office.    New  CEO;  less  than  six  months' service.  "Director's  fees  only.  ^Includes 
shares  indirectly  held.  13Paid  to  date,  'deceived  options  or  restricted  stock  in  lieu  of  portion  of  salary  or  bonus.  ^Includes  value  for  Western  Atlas'  options  exercised.  NA:  Not  available. 
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bf  Coss'  pay  came  from  his  base  salary;  the  rest  was  a 
jiuge  $65.1  million  bonus  in  the  form  of  nearly  2  million 
lhares  of  Green  Tree  stock  and  cash.  Coming  in  second 
vas  Theodore  Waitt  of  Gateway  2000,  the  PC  company. 
Vaitt  received  most  of  his  handsome  compensation  via  a 
>61  million  gain  from  exercising  stock  options. 
I  Dragging  the  median  figure  down  were  chaps  like 
pitizens  Bancorp's  Alfred  Smith  Jr.,  who  took  only  a 
director's  fee  and  car  allowance  totaling  $27,000. 
i Robert  Levine  of  Cabletron  Systems,  Stanley  Hubbard 
>f  U.S.  Satellite  Broadcasting  and  Warren  Buffett  of 
Berkshire  Hathaway  were  satisfied  with  $100,000  or  less 
In  salary.  As  for  Buffett,  you  can  view  his  low  pay  rate  as 
i>eing  a  statement  to  the  troops  to  keep  costs  down.  He 
liappens  to  be  either  the  richest  or  second-richest  man  in 
i  he  country. 

About  that  median  figure  of  $1.5  million:  It  was  made 
fip  of  $609,000  in  salaries  and  $440,000  in  bonuses. 
[Two  hundred  seventy-three  executives  realized  a  total  of 
f)695  million  from  exercising  stock  options.  Other  com- 
pensation, including  long-term   incentive  pay,  car 

llowances,  company  contributions  to  401  (k)  savings 

plans  and  insurance  premiums,  added  $143,000. 

I  Here's  a  twist:  For  some  unascertainable  reason,  pay 

nd  educational  level  are  inversely  related.  The  median 
lay  of  the  58  chief  executives  who  lack  a  college  degree 


is  $1.6  million,  compared  with  $1.5  million  for  those 
executives  with  just  an  undergraduate  degree.  Could  it 
be  because  the  highest  earners  are  entrepreneurs  who 
were  in  too  much  of  a  hurry  to  waste  time  going  to  col- 
lege? However,  the  428  chief  executives  with  a  graduate 
degree  did  beat  out  their  bachelor  degree  brethren  by 
$55,000.  Which  undergraduate  schools  turned  out  the 
most  chief  executives?  Harvard  came  in  first  with  23. 
Cornell  and  Princeton  tied  for  second  with  18.  Stanford 
can  claim  13. 

There's  a  half-century  age  gap  between  the  eldest  and 
the  youngest  chief  executive.  The  youngest  is  Michael 
Dell,  31,  of  Dell  Computer  Corp.;  the  eldest,  Dillard 
Department  Stores  founder  William  Dillard  Sr.,  81.  New 
York  State  was  the  birthplace  of  the  most  top  execs 
(120),  while  second  place  goes  to  Illinois  (59);  61  were 
born  outside  the  U.S. 

A  few  words  about  how  the  following  statistics  were 
compiled:  Forbes  counts  the  value  of  restricted  stock 
shares  that  vested  during  the  past  fiscal  year.  We  don't 
include  stock  grants  that  vest  in  the  future.  If  the  precise 
date  of  vesting  is  not  disclosed  in  the  proxy  statement, 
we  use  the  average  of  the  high  and  low  stock  price  dur- 
ing the  year  to  calculate  the  value.  The  "stock  gains"  col- 
umn gives  the  value  of  options  that  were  exercised  dur- 
ing the  year  less  the  purchase  price  of  the  shares.  MM 


-Compensation  - 


-Stock  owned- 


-Company  data- 


Company 


-  salary 

bonus 

% 

other 

stock  gains 

total    5-year  total 

% 

market  value 

sales 

profits 

5-year 

— ($thou)— 

change* 

 ($thou)  

($mil) 

— ($mil) — 

return 

$825 

$1,000 

17% 

$1,336 

— 

$3,126 

$16,768 

0.05% 

$7.2 

$11,716 

$393 

24% 

Industry  medians 

I  2,000 

2,350 

20 

1,336 

4,056 

9,741 

35,237 

0.09 

13.9 

14,346 

875 

35 

AlliedSignal 

559 

374 

NA 

136 

249 

1,318' 

NA 

 6 

0.6 

19,515 

393 

16 

Boeing 

1  670 

1,750 

7 

2,178 

4,598 

46,481' 

0.53 

20.2 

3,067 

321 

46 

General  Dynamics 

446 

500 

18 

6 

292 15 

1,244 

2,971s 

0.02 

0.4 

3,412 

144 

21 

Litton  Industries 

984 

1,300 

25 

8,281 

10,565 

24,050 

0.05 

7.8 

22,853 

682 

29 

Lockheed  Martin 

825 

1,042 

NA 

294 

2,161 

NA 

0.05 

5.3 

14,332 

-416 

52 

McDonnell  Douglas 

730 

1,000 

12 

1,396 

3,126 

10,698 

0.43 

12.4 

6,818 

252 

22 

Northrop  Grumman 

|  1,000 

870 

2 

2,725 

820 

5,415 

20,031 

0.14 

16.9 

11,716 

793 

23 

Raytheon 

650' 

659 

NA 

9 

1,318 

NA 

0.10 

2.3 

1,473 

79 

25 

Sundstrand 

925 

1,472 

31 

1,919 

4,316 

13,505 

0.02 

1.6 

9,973 

479 

24 

Textron 

977 

900 

17 

165 

291 

2,333 

9,254 5 

0.05 

7.2 

22,624 

750 

22 

United  Technologies 

$650 

$451 

12% 

$178 

— 

$1,415 

$8,774 

0.14% 

$6.4 

$3,114 

$128 

18% 

Industry  medians 

850 

850 

21 

1,080 

151 

2,931 

5,553 5 

0.11 

6.4 

10,272 

219 

29 

Alco  Standard 

1  1,000 

200 

12 

8 

6,992 

8,199 

26,559 

0.15 

16.7 

3,166 

422 

21 

Automatic  Data 

732 

1,000 

12 

178 

1,909 

11,237 

0.32 

9.3 

3,114 

144 

21 

Avery  Dennison 

650' 

NA 

650 

NA 

0.04 

1.7 

1,528 

95 

10 

H&R  Block 

500 

500 

NA 

13 

1,013' 

NA 

0.05 

3.0 

5,917 

378 

6 

Browning-Ferris  Inds 

650 

634 

8 

3 

1,287 

5,744 

0.13 

4.0 

1,333 

98 

NA 

Ceridian 

400 

401 

0 

6 

145 

952 

NA 

0.42 

6.8 

2,246 

106 

8 

Comdisco 

490 

0 

NA 

3 

493' 

NA 

0.06 

2.5 

4,100 

133 

26 

Computer  Sciences 

500 3 

403 

NA 

2 

905 

NA 

0.04 

1.0 

1,858 

87 

0 

Deluxe 

377 

143 

NA 

1,441 

1,962' 

NA 

0.14 

5.1 

1,623 

148 

20 

Equifax 

502 

0 

19 

45 

547 

4,450 

 6 

4,081 

-84 

32 2 

First  Data 
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Company/chief  executive 

 Rank 

Age 

Birthplace 

 Education- 

Tenure 

among 

in 

undergraduate 

graduate 

with 

800  execs 

industry 

firm 

BUSINESS  SERVICES  &  SUPPLIES 

WW  Grainger/Richard  L  Keyser 

434 

13 

53 

Harrisburg  PA 

US  Naval  Acad,  BS  '64 

Harvard,  MBA  '71 

10 

Kelly  Services/Terence  E  Adderley 

496 

16 

62 

Detroit  Ml 

'  IJ  of  Michigan,  BBA  '55 

MBA  '56 

38 

Manpower/Mitchell  S  Fromstein 

110 

4 

68 

Milwaukee  Wl 

U  of  Wise  Madison,  BBA  '49 

20 

Minn  Mining  &  Mfg/Livio  0  DeSimone 

248 

7 

59 

Canada 

McGill,  BSCE  '57 

39 

Ogden/R  Richard  Ablon 

435 

14 

46 

New  York  NY 

Boston  U,  BA  '71 

25 

Olsten/Frank  N  Liguori 

32 

1 

49 

New  York  NY 

St  Francis  C  NY,  BBA  '69 

25 

Paychex/B  Thomas  Golisano' 

756 

22 

54 

Irondequoit  NY 

25 

PHH/Robert  D  Kumsch 

311 

9 

54 

Norwalk  CT 

NYU,  BBA  '63 

30 

Pitney  Bowes/Michael  J  Critelli 

425 

12 

47 

Newark  NY 

Uof  Wise  Madison,  BA  '70 

Harvard,  JD '74 

17 

Thermo  Electron/George  N  Hatsopoulos1 

416 

11 

69 

Greece 

MIT,  BS  '49 

PhD  '56 

40 

WMX  Technologies/Dean  L  Buntroch1 

141 

5 

64 

Columbia  SO 

St  Olaf  C,  BA  '55 

40 

Xerox/Paul  A  Allaire 

73 

3 

57 

Worcester  MA 

Worcester  Polytech,  BSEE  '60 

Carnegie-Mellon,  MSIA  '66 

30 

CAPITAL  GOODS 


AGCO/Robert  J  Ratliff 

417 

18 

64 

Wichita  KS 

U  of  Maryland,  BS  '57 

8 

American  Standard/Emmanuel  A  Kampouris 

121 

2 

61 

Egypt 

Oxford  U,  MA  '57 

31 

Case/Jean-Pierre  Rosso 

376 

17 

55 

France 

Ecole  Poly  Lausanne,  BCE  '64 

U  of  Penn-Wharton,  MBA  '67 

2 

Caterpillar/Donald  V  Fites 

199 

6 

62 

Tippecanoe  IN 

Valparaiso  U,  BS  '56 

MIT,  MS  '71 

40 

Cooper  Industries/H  John  Riley  Jr 

519 

21 

55 

Syracuse  NY 

Syracuse  U.  BS  '61 

34 

Deere  &  Co/Hans  W  Becherer 

239 

10 

61 

Detroit  Ml 

Trinity  College  CT,  BA  '57 

Harvard,  MBA  '62 

34 

Dover/Thomas  L  Reece 

282 

13 

53 

Kalamazoo  Ml 

Western  Michigan  U,  BA  '64 

31 

Emerson  Electric/Charles  F  Knight 

278 

12 

60 

Lake  Forest  IL 

Cornell,  BME  '58 

MBA  '59 

23 

General  Electric/John  F  Welch  Jr 

18 

1 

60 

Peabody  MA 

U  of  Massachusetts,  BS  '57 

Uof  Illinois,  PhD  '60 

36 

Hamischfeger  Inds/Jeffery  T  Grade 

206 

7 

52 

Chicago  IL 

Illinois  Tech,  BS  '66 

DePaul  U,  MBA  '72 

13 

Honeywell/Michael  R  Bonsignore 

226 

9 

55 

Plattsburg  NY 

US  Naval  Acad,  BSEE  '63 

27 

Hubbeli/G  Jackson  Ratcliffe 

528 

23 

60 

Charleston  WV 

Duke  U,  AB  '58 

Uof  Virginia,  JD  '61 

22 

Illinois  Tool  Works/W  James  Farrell 

606 

24 

54 

Buffalo  NY 

U  of  Detroit,  BEE  '65 

31 

Ingersoll-Rand/James  E  Perrella 

277 

11 

60 

Gloversville  NY 

Purdue  U,  BSME  '60 

MSIM  '61 

34 

Nacco  Industries/Alfred  M  Rankin  Jr 

306 

15 

54 

Cleveland  OH 

Yale,  BA  '63 

JD  '66 

7 

Parker  Hannifin/Duane  E  Collins 

369 

16 

60 

Holcombe  Wl 

Uof  Wise  Madison,  BSME '61 

35 

Rockwell  Intl/Donald  R  Beall 

171 

5 

57 

Beaumont  CA 

San  Jose  State  U,  BS  '60 

Uof  Pittsburgh,  MBA  '61 

28 

Stanley  Works/Richard  H  Ayers 

524 

22 

53 

Newton  MA 

MIT,  BS  '65 

MS  '65 

24 

Teledyne/William  P  Rutledge 

422 

19 

54 

Pittston  PA 

Lafayette  C,  BS  '63 

George  Washington  U,  MS  '67 

10 

Tenneco/Dana  G  Mead 

290 

14 

60 

Cresco  IA 

US  Military  Acad,  BS '57 

MIT,  PhD  '67 

4 

Trinity  Industries/W  Ray  Wallace 

156 

4 

73 

Shreveport  LA 

Louisiana  Tech  U,  BS  '44 

50 

Tyco  International/L  Dennis  Kozlowski 

149 

3 

49 

Irvington  NJ 

Seton  Hall  U,  BA  '68 

21 

Westinghouse/Michael  H  Jordan 

219 

8 

59 

Kansas  City  MO 

Yale,  BSCE  '57 

Princeton,  MSCE  '59 

3 

York  International/Robert  N  Pokelwaldt 

488 

20 

59 

N  Tonawanda  NY 

SUNY  Buffalo,  BS  '60 

13 

CHEMICALS 

Air  Prods  &  Chems/Harold  A  Wagner 

444 

19 

60 

Oakland  CA 

Stanford  U,  BSME  '58 

Harvard,  MBA  '63 

33 

Cabot/Samuel  W  Bodman 

270 

10 

57 

Chicago  IL 

Cornell,  BS '61 

MIT,  PhD  '64 

9 

Cytec  Industries/Darryl  D  Fry 

475 

20 

57 

Canada 

Nova  Scotia  Technical,  BSCE  '61 

35 

Dow  Chemical/William  S  Stavropoulos 

186 

4 

57 

Bridgehampton  NY 

Fordham  U,  BA  '61 

Uof  Washington,  PhD  '66 

29 

du  Pont  de  Nemours/John  A  Krol 

281 

11 

59 

Gilbertviile  MA 

Tufts  U,  BS  '58 

MS  '59 

33 

Eastman  Chemical/Earnest  W  Deavenport  Jr 

240 

8 

58 

Macon  MS 

Mississippi  State,  BS  '60 

MIT,  MS  '85 

36 

FMC/Robert  N  Burt 

423 

17 

58 

Lakewood  OH 

Princeton,  BS  59 

Harvard,  MBA  '64 

23 

Georgia  Gulf/Jerry  R  Satrum 

562 

24 

51 

Silverton  OR 

Oregon  State  U,  BS  '68 

11 

BF  Goodrich/John  D  Ong 

207 

5 

62 

Uhnchsville  OH 

Ohio  State  U,  BA  '54 

Harvard,  LLB  '57 

35 

WR  Grace/Albert  J  Costello 

317 

14 

60 

New  York  NY 

Fordham  U,  BS  '57 

NYU,  MS  '64 

1 

Great  Lakes  Chemical/Robert  B  McDonald 

592 

26 

59 

Seattle  WA 

Yale,  BSCE  '58 

Uof  Washington,  MSCE '60 

28 

Hercules/Thomas  L  Gossage 

287 

13 

62 

Nashville  TN 

Georgia  Tech,  BS  '56 

MS '57 

8 

Rank  is  based  on  total  compensation  for  latest  fiscal  year.  Market  value  of  CEO  stock  is  based  on  Apr.  17  stock  price  and  includes  all  classes  of  common.  Sales  and  profits  are  as  reporti 

Forbes  500s  Annual  Directory  issue.  Five-year  return  is  average  annual  total  return  as  of  Mar.  31.  Sources  of  return  data:  Market  Guide  via  OneSource  Information  Services;  Bloomberg  Financ 
Markets.  'Percentage  change  is  for  combined  salary  and  bonus.  'Company  founder.  2Return  is  for  less  than  five-year  period.  Annualized  salary.  4Four-year  total.  ^Three-year  total.  6Less 
0.01%.  Less  than  $100,000.  'Prior-year  data.  9New  CEO;  compensation  may  be  for  another  executive  office.  10New  CEO;  less  than  six  months' service.  "Director's  fees  only.  ^Includes 
indirectly  held.    Paid  to  date.  "Received  options  or  restricted  stock  in  lieu  of  portion  of  salary  or  bonus.  NA:  Not  available. 
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— ($thou)— 

change* 

($thou)  

($mil) 

— ($mil)— 

return 

,  $650 

$451 

12% 

$178 

— 

$1,415 

$8,774 

0.14% 

$6.4 

$3,114 

$128 

18% 

Industry  medians 

512 

674 

3 

one 

206 

1,391 

NA 

0.2 

3,277 

18/ 

12 

WW  Grainger 

650 

241 

-21 

297 

1,188 

4,428 

5.42 

63.3 

2,690 

70 

3 

Kelly  Services 

860 

2,862 

43 

941 

4.663 

11,778 

0.30 

7.7 

5,484 

1  00 

128 

i  o  2 

18 

Manpower 

904 

367 

9 

764 

000 

Hi 

2,268 

10,134 

0.03 

8.2 

13,460 

976 

11 

Minn  Mining  &  Mfg 

800 

400 

-Si 

1  O 

143 

A  1 
4/ 

1,390 

8,669 

0.48 

4.6 

2,185 

7 

5 

Ogden 

900 

1,175 

25 

4,175 

4,345 

10,595 

24,864 

1.28 

25.8 

2,519 

91 

36 

Olsten 

441 

50 

14 

4 

505 

1,973 

12.69 

351.7 

311 

48 

55 

Paychex 

698 

396 

-10 

665 

182 

1,941 

5,990 

0.46 

4.4 

2,304 

78 

18 

PHH 

500 

550 

NA 

332 

33 

1,415s 

NA 

0.04 

2.6 

3,555 

583 

16 

Pitney  Bowes 

450 

500 

10 

7 

487 

1,444s 

8,774 

1.51 

74.6 

2,207 

140 

32 

Thermo  Electron 

1,400 

1,792 

27 

448 

3,640 

15,037 

0.60 

99.6 

10,248 

604 

-3 

WMX  Technologies 

858 

3,308 

26 

429 

1,795 

6,391 

17,561 

0.05 

7.0 

16,611 

-472 

21 

Xerox 

$681 

$734 

21% 

$303 

— 

$2,084 

$6,648 

0.10% 

$7.0 

$4,865 

$272 

17% 

Industry  medians 

687 

313 

8 

251 

191 

1,442 

4,117 

1.42 

17.7 

2,125 

129 

492 

AGCO 

600 

1,200 

24 

2,388 

4,188 

10,034  s 

0.65 

13.8 

5,221 

142 

392 

American  Standard 

639 

700 

NA 

257 

— 

1,596 

NA 

0.05 

1.6 

4,937 

346 

772 

Case 

1,000 

564 

-1 

502 

627 

2,694 

7,253 

0.03 

4.1 

16,072 

1,136 

25 

Caterpillar 

541 

250 

NA 

321 

— 

1,112 

NA 

0.08 

3.2 

4,886 

281 

-2 

Cooper  Industries 

817 

996 

11 

502 

2,315 

9,191 

0.07 

7.6 

10,520 

734 

25 

Deere  &  Co 

650 

650 

53 

772 

2,072 

NA 

0.10 

5.5 

3,746 

278 

20 

Dover 

900 

1,100 

1 

96 

2,096 

19,960 

0.34 

59.5 

10,294 

935 

16 

Emerson  Electric 

2,000 

3,250 

21 

3,431 

5,316 

13,997 

45,401 

0.03 

34.7 

70,028 

6,573 

21 

General  Electric 

555 

752 

11 

451 

860 

2,619 

6,709 

0.66 

13.4 

2,335 

104 

19 

Harnischfeger  Inds 

683 

542 

21 

1,216 

2,441 

5,001s 

0.10 

6.5 

6,731 

334 

16 

Honeywell 

500 

550 

16 

48 

1,098 

6,587 

0.57 

12.3 

1,143 

122 

11 

Hubbell 

317 

370 

NA 

227 

9149 

NA 

0.04 

3.0 

4,152 

388 

20 

Illinois  Tool  Works 

648 

913 

25 

544 

2,104 

5,031s 

0.08 

3.4 

5,729 

270 

14 

Ingersoll-Rand 

664 

1,098 

12 

218 

1,979 

6,360 

3.26 

.  17.7 

2,205 

66 

8 

Nacco  Industries 

680 

659 

26 

28 

266 

1,634 

3,393  s 

0.09 

2.5 

3,427 

239 

21 

Parker  Hannifin 

815 

2,000 

.33 

240 

3,055 

15,018 

0.21 

25.3 

13,420 

769 

20 

Rockwell  Intl 

503 

288 

-17 

312 

1,102 

5,102 

0.13 

3.5 

2,624 

59 

13 

Stanley  Works 

710 

715 

35 

8 

1,434 

4,952 

0.02 

0.3 

2,568 

162 

8 

Teledyne 

957 

800 

-1 

294 

2,051 

5,640  s 

0.04 

3.6 

8,899 

735 

10 

Tenneco 

1,000 

2,000 

22 

315 

3,315 

15,573 

2.21 

30.3 

2,474 

109 

17 

Trinity  Industries 

1,000 

1,000 

26 

1,492 

3,492 

11.3664 

0.52 

29.2 

4,843 

273 

9 

Tyco  International 

1,000 

1.500 

84 

19 

2,519 

4,995  s 

 6 

0.6 

6,296 

15 

-5 

Westinghouse 

542 

667 

-15 

3 

1,211 

11,555 

0.46 

9.5 

2,930 

-96 

162 

York  International 

$633 

$634 

17% 

$185 

— 

$1,612 

$5,771 

0.11% 

$5.3 

$3,146 

$249 

18% 

Industry  medians 

687 

640 

36 

21 

1,347 

5,216 

0.05 

3.5 

3,892 

371 

12 

Air  Prods  &  Chems 

646 

800 

34 

679 

2,125 

5,771 

1.49 

30.9 

1,845 

181 

33 

Cabot 

450 

485 

4 

309 

1,244 

3,8284 

0.64 

9.0 

1,260 

282 

1152 

Cytec  Industries 

627 

650 

NA 

238 

1,347 

2,862' 

NA 

0.02 

3.7 

20,200 

2,078 

17 

Dow  Chemical 

702 

1,040 

NA 

21 

317 

2,0809 

NA 

0.02 

8.4 

36,508 

3,293 

21 

du  Pont  de  Nemours 

563 

755 

0 

991 

2,310 

5,923 

0.04 

2.2 

5,040 

559 

22 2 

Eastman  Chemical 

725 

634 

16 

60 

1,419 

8,280 

0.23 

5.7 

4,510 

216 

15 

FMC 

470 

550 

17 

11 

1,031 

3,372 

2.92 

39.8 

1,082 

187 

18 

Georgia  Gulf 

750 

782 

9 

185 

899 

2,616 

9,861 

0.66 

13.8 

2,409 

118 

21 

BF  Goodrich 

9003 

900 

NA 

107 

1,907 

NA 

0.03 

2.0 

3,666 

-326 

25 

WR  Grace 

609 

325 

55 

8 

942 

NA 

0.07 

3.1 

2,361 

296 

10 

Great  Lakes  Chemical 

838 

1,020 

24 

209 

2,066 

8,732 

0.82 

54.8 

2,427 

333 

39 

Hercules 
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Company/chief  executive 

 Rank 

Age 

Birthplace 

 Education  

Tenure 

among 

in 

undergraduate 

graduate 

with 

800  execs 

industry 

firm 

;  CHEMICALS 

IMC  Global/Wendell  F  Bueche 

427 

18 

65 

Flushing  Ml 

U  of  Notre  Dame,  BSME  52 

3 

Intl  Flavors  &  Frags/Eugene  P  Grisanti 

120 

1 

66 

Buffalo  NY 

"Boston  U,  LLB  '53 

Harvard,  LLM  '54 

36 

Lubrizol/William  G  Bares 

551 

22 

54 

oiauaIahJ  nil 

Cleveland  OH 

n. . _j  ii   no  in 

Purdue  U,  BS  63 

f\  ill  i  _    _     iini    i  r  f\ 

Case  Western,  MBA  69 

33 

Lyondeii  retrocnem/bob  b  bower 

9A1 

a 
j 

C.  0 
JO 

VJpct  Franlifnrt  II 
WeSl  NdllKIUIl  IL 

^nnthnrn  Winnie  II   RA  '^ft 
oUUlllclll  IIHIIUli  U,  DM  JO 

U  Ul  IVIinilcbuld,  rflU  Do 

ii 
jj 

Monsanto/Robert  B  Shapiro 

136 

2  ■ 

57 

New  York  NY 

Harvard,  BA  '59 

Columbia,  JD  '62 

17 

Morton  International/S  Jay  Stewart 

235 

1 

57 

Pmeville  WV 

U  of  Cincinnati,  BSCE  '61 

West  Virginia  U,  MBA  '66 

23 

Nalco  Chemical/Edward  J  Mooney 

617 

27 

55 

A  1111 1 

Omar  WV 

ii. it     _     a      l:  noifd 

U  of  Texas  Austin,  BS  64 

JD  '67 

27 

Olin/DonaldWGrittin 

559 

23 

59 

Evansville  IN 

U  of  Evansville,  BSBA  '61 

35 

PPG  Industries/Jerry  E  Dempsey 

229 

6 

63 

landrum  SC 

Clemson  U,  BSME  '54 

Georgia  State  U,  MBA  '68 

3 

Praxair/H  William  Liclitenberger 

286 

12 

60 

Yugoslavia 

ii    l  i           r\  a  i r  t 

U  of  Iowa,  BA  57 

SUNY  Buffalo,  MBA  '62 

37 

Rohm  &  Haas/J  Lawrence  Wilson 

373 

15 

60 

Rosedale  MS 

Vanderbilt  U,  BE  '58 

Harvard,  MBA  '63 

31 

Sherwin-Williams/John  G  Breen 

176 

3 

61 

Cleveland  OH 

John  Carroll  U,  BS  '56 

Case  Western,  MBA  '61 

17 

Sigma-Aldrich/Carl  T  Cori 

505 

21 

59 

St  Louis  MO 

U  of  Wise  Madison,  BS '59 

Washington  U,  PhD  '69 

26 

Sterling  Chemicals/J  Virgil  Waggoner1 

633 

29 

68 

Judsonia  AK 

Ouachita  Baptist  U,  BS  '48 

U  of  Texas  Austin,  MS  '50 

10 

Terra  Industries/Burton  M  Joyce 

587 

25 

54 

Evanston  IL 

Miami  U  Ohio,  BSBA '64 

10 

Union  Carbide/William  H  Joyce 

379 

16 

60 

Greensburg  PA 

Penn  State  U,  BS  '57 

NYU,  PhD  '84 

39 

Witco/William  R  Toller 

628 

28 

65 

Fort  Smith  AR 

U  of  Arkansas,  BA  '56 

12 

COMPUTERS  &  COMMUNICATIONS 

Adobe  Systems/John  E  Warnock 

677 

72 

55 

Salt  Lake  City  UT 

U  of  Utah,  BS  '61 

PhD  '69 

14 

Advanced  Micro/Walter  J  Sanders  III1 

101 

25 

59 

Chicago  IL 

U  of  Illinois,  BSEE'58 

27 

AirTouch  Commun/Sam  Ginn 

291 

41 

59 

St  Clair  AL 

Auburn  U,  BS  '59 

36 

Alltel/Joe  T  Ford 

356 

49 

58 

Conway  AR 

U  of  Arkansas,  BS  '59 

37 

Altera/Rodney  Smith 

636 

65 

56 

England 

Southampton  College,  BSEE  '63 

13 

A  rvi  i-s  r  ■  f      f^n  1 !  na  /Q  t  on  ho  n  Poco^ 

America  uniine/oicpncii  on!>c 

1  BR 
10J 

04 

IK 

JO 

Cbhu  HI 
UdllU  nl 

Williamc  T  RA  'RA 
VvlllldlllS  \j,  Dn  OU 

1 1 
1 1 

Ameritcc h/R icha rd  C  Notebaert 

ioa 
ijj 

J  J 

4o 

P  i  n  i  H  i 

OdlldUd 

II  nf  Wicr  MsHicnn   RA  '£Q 
U  Ul  VVISC  IVIdUISUIl,  DM  Dj 

U  Ul  Vvllil  IVIIIWdUKcc,  IVIDA  Go 

97 

LI 

AMP/William  J  Hudson  Jr 

440 

55 

62 

Chicago  IL 

Cornell,  BEE '56 

34 

HMdiUg  L/cVILcb/fxdy  0  La  Id 

JO  J 

JU 

u  1 

Pnatpsuillp  PA 

MIT  R^FF  'S7 

1 VI 1 1 ,  DOLL  J/ 

IVIJLL  JO 

31 

Anixter  Intl/Rod  F  Dammeyer 

147 

32 

55 

Cleveland  OH 

Kent  State  U,  BA  '60 

11 

Apple  Computer/Gilbert  F  Ameiio 

575 

60 

53 

New  York  NY 

Georgia  Tech,  BS  '65 

PhD  '68 

 ic 

Applied  Materials/James  C  Morgan 

23 

7 

57 

Danville  IL 

Cornell,  BS  '62 

MBA  '63 

20 

Arrow  Electronics/Stephen  P  Kautman 

300 

42 

54 

Cambridge  MA 

MIT,  BS  '63 

Harvard,  MBA  '65 

14 

Ascend  Commun/Mory  Ejabat 

537 

58 

46 

Iran 

Cal  St  Northndge,  BS  '74 

Pepperdme  U,  MBA  '80 

6 

AST  Research/Ian  Diery 

684 

73 

46 

Australia 

1 

AT&T/Robert  E  Allen 

83 

22 

61 

Joplin  MO 

Wabash  C,  BA  '57 

39 

Atmel/George  Perlegos 

111 

84 

46 

Greece 

San  Jose  State  U,  BSEE  '72 

Stanford  U,  MS  '74 

11 

Avnet/Leon  Machiz 

334 

46 

71 

Brooklyn  NY 

44 

Bay  Networks/Andrew  K  Ludwick1 

770 

82 

50 

Dayton  OH 

Harvard,  BA  '67 

MBA  '69 

11 

Bell  Atlantic/Raymond  W  Smith 

262 

39 

58 

Pittsburgh  PA 

Carnegie-Mellon,  BS  '59 

U  of  Pittsburgh,  MBA  '67 

37 

BellSouth/John  LCIendenin 

108 

27 

62 

El  Paso  TX 

Northwestern  U,  BA  '55 

41 

BMC  Software/Max  P  Watson  Jr 

201 

36 

50 

New  Orleans  LA 

Louisiana  Tech  U,  BBA  '68 

11 

Cabletron  Systems/S  Robert  Levine1 

792 

88 

38 

Worcester  MA 

U  of  Miami,  BS '80 

13 

Cascade  Commun/Daniel  E  Smith 

734 

78 

46 

Nyack  NY 

Lehigh  U,  BA  '71 

Harvard,  MBA  '76 

4 

Cisco  Systems/John  T  Chambers 

47 

12 

46 

Cleveland  OH 

West  Virginia  U,  BS  '71 

Indiana  U,  MBA  76 

5 

Citizens  Utilities/Leonard  Tow 

269 

40 

68 

Brooklyn  NY 

CUNY  Brooklyn,  BA  '50 

Columbia,  PhD  '60 

6 

Compaq  Computer/Eckhard  Pfeiffer 

10 

4 

54 

Germany 

Nuremberg  Business,  BA  '63 

SMU,  MBA  '83 

13 

Computer  Associates/Charles  B  Wang1 

88 

23 

51 

China 

CUNY  Queens,  BS  '67 

20 

Dell  Computer/Michael  S  Dell1 

603 

63 

31 

Houston  TX 

12 

Digital  Equipment/Robert  B  Palmer 

428 

54 

55 

Gorman  TX 

Texas  Tech  U,  BS  '62 

MS  '65 

11 

DSC  Communications/James  L  Donald 

8 

2 

64 

Carthage  TX 

SMU,  BSIE  '57 

MSIE  '65 

15 

EMC/Michael  C  Ruettgers 

71 

16 



53 

Muskogee  OK 

Idaho  State,  BBA  '64- 

Harvard,  MBA  '67 

8 

Rank  is  based  on  total  compensation  for  latest  fiscal  year.  Market  value  of  CEO  stock  is  based  on  Apr.  17  stock  price  and  includes  all  classes  of  common.  Sales  and  profits  are  as  repo 
Forbes  500s  Annual  Directory  issue.  Five-year  return  is  average  annual  total  return  as  of  Mar.  31.  Sources  of  return  data:  Market  Guide  via  OneSource  Information  Services;  Bloomberg  Final 
Markets.  'Percentage  change  is  for  combined  salary  and  bonus.  'Company  founder.  2Return  is  for  less  than  five-year  period.  'Annualized  salary.  JFour-year  total.  5Three-year  total.  Les 
0.01%.  'Less  than  $100,000.  8Prior-year  data.  'New  CEO;  compensation  may  be  for  another  executive  office.  New  CEO;  less  than  six  months' service.  "Director's  fees  only.  12lnclude 
indirectiy  held.    Paid  to  date.  ''Received  options  or  restricted  stock  in  lieu  of  portion  of  salary  or  bonus.    NA:  Not  available. 
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.633 

$634 

17% 

$185 

— 

$1,612 

$5,771 

0.11% 

$5.3 

$3,146 

$249 

18% 

Industry  medians 

530 

460 

24 

419 

1,409 

2,950s 

0.09 

2.2 

2,360 

164 

12 

IMC  Global 

850 

425 

10 

2,914 

4,189 

18,471 

0.20 

10.2 

1,439 

249 

16 

Intl  Flavors  &  Frags 

490 

244 

NA 

33 

291 

1.0589 

NA 

0.17 

2.9 

1,664 

152 

5 

Lubrizol 

D  JO 

7 

/ 

J  J  L 

9  9QQ 

1  fl  987 

n  1  i 

U.ll 

9  fi 

/I  Q9h 

980, 

1  9 

Lyondell  Petrochem 

685 

1,236 

31 

1,036 

775 

3,731 

NA 

0.04 

7.9 

8,962 

739 

26 

Monsanto 

633 

720 

27 

1,019 

2,372 

10,807s 

0.10 

5.3 

3,475 

326 

20 

Morton  International 

490 

298 

17 

no 

92 

881 

2,851 5 

0.06 

1.2 

1,215 

154 

2 

Nalco  Chemical 

413 

480 

NA 

"70 

on 
81) 

1,044' 

NA 

0.05 

1.1 

3,150 

140 

20 

Olin 

641 

1,440 

5 

43 

310 

2,434 

5,454  5 

g 

0.9 

7,058 

768 

18 

PPG  Industries 

627 

1,000 

27 

165 

0"7C 

2/5 

2,066 

5,435 4 

0.13 

7.2 

3,146 

262 

292 

Praxair 

616 

210 

8 

611 

175 

1,612" 

6,667 

0.10 

4.4 

3,884 

292 

11 

Rohm  &.  Haas 

793 

585 

0 

1,208 

396 

2,982 

11,585 

0.43 

15.8 

3,274 

201 

17 

Sherwin-Williams 

660 

196 

-3 

301 

1,157 

5,139 

0.29 

8.0 

960 

132 

10 

Sigma-Aldrich 

325 

507 

101 

10 

842 

2,238 

7.39 

50.9 

981 

144 

16 

Sterling  Chemicals 

485 

375 

-4 

102 

962 

4,446 

0.11 

1.2 

2,216 

164 

32 

Terra  Industries 

550 

825 

51 

207 

1,582 

NA 

0.16 

10.2 

5,888 

925 

51 

Union  Carbide 

650 

0 

36 

25 

188 

863 

5,436 

0.12 

2.2 

1,985 

104 

18  . 

Witco 

•502 

$452 

17% 

$24 

$81 

$1,875 

$10,777 

0.22% 

$10.5 

$2,430 

$159 

25% 

Industry  medians 

375 

293 

14 

45 

713 

14,222 

1.24 

31.5 

762 

94 

4 

Adobe  Systems 

979 

2,027 

-34 

2,027 



5,033 

54,562 

0.20 

4.6 

2,430 

301 

11 

Advanced  Micro 

650 

571 

10 

115 

713 

2,049 

7,495 4 

0.02 

2.8 

1,619 

132 

102 

AirTouch  Commun 

650 

585 

0 

486 

— 

1,721 

8,164 

0.27 

16.2 

3 110 

355 

13 

Alltel 

325 

493 

19 

17 

— 

834 

2,638 

1.76 

36.0 

402 

87 

44 

Altera 

n 
u 

OA 
£4 

A 
4 

9  K7Q 

£,oo4 

7  001 

n  9<; 

1  n  Zi 

710 
/  1 J 

A 
4 

1992 

America  Online 

ooU 

I.UoU 

9fl 
oU 

boo 

1 1  9 
1  It 

9  7fiQ 

j,oyu 

 6 

9  9 
L.L 

1 1  /19Q 

9  nno 
Z.UUo 

1 C 
lb 

Ameritech 

700 

437 

n 

191 

36 

1,364 

3.9704 

0.03 

3.1 

5,227 

427 

12 

AMP 

631 

567 

17 

11 

347 

1,555 

5,836 

2.48 

68.0 

1,014 

136 

41 

Analog  Devices 

395 

344 

-43 

662 

2,144 

3,546 

12,939 5 

0.46 

3.8 

2,195 

39 

20 

Anixter  Intl 

9903 

NA 

990 

NA 

 6 

 7 

11,378 

167 

-18 

Apple  Computer 

546 

1,142 

32 

12 

10,631 

12,331 

36,767 

0.39 

25.5 

3,596 

560 

56 

Applied  Materials 

649 

1,039 

28 

311 

2,000 

10,993 

2.59 

60.5 

5,919 

203 

52 

Arrow  Electronics 

163 

82 

NA 

5 

831 

1,0808 

NA 

0.92 

53.3 

150 

31 

5192 

Ascend  Commun 

700 3 

NA 

700 

NA 

 6 

 7 

2,348 

-262 

-29 

AST  Research 

1,153 

1,524 

-20 

2,539 

630 

5,846 

23,031 

 6 

9.1 

79,609 

139 

15 

AT8J 

242 

162 

5 

404 

1,600 

8.31 

257.7 

634 

114 

49 

Atmel 

1,000 

660 

33 

151 

1,811 

7,134 

0.14 

3.1 

4,798 

172 

12 

Avnet 

270 

170 

-5 

2 

442 

2,145 

1.06 

52.3 

1,728 

218 

572 

Bay  Networks 

842 

1,000 

14 

342 

2,185 

12,036 

0.03 

8.5 

13,430 

1,862 

9 

Bell  Atlantic 

509 

1,047 

6 

2,943 

303 

4,801 

13,323 

0.02 

6.9 

17,886 

1,564 

12 

BellSouth 

240 

512 

-6 

1,918 

2,670 

16,539 

0.40 

11.2 

397 

70 

21 

BMC  Software 

52 

0 

0 

52 

260 

15.41 

716.8 

1,070 

164 

36 

Cabletron  Systems 

194 

82 

52 

280 

556 

2,578s 

0.29 

10.3 

135 

25 

323 2 

Cascade  Commun 

230 

164 

14 

2 

8,489 

8,885 

NA 

0.11 

26.5 

2,668 

634 

98 

Cisco  Systems 

1,210 

0 

-36 

918 

2,129 

20,447 

2.1512 

53.6 

1,069 

160 

9 

Citizens  Utilities 

1,125 

2,500 

2 

1,250 

12,493 

17,368 

42,459 

 6 

 7 

14,755 

789 

13 

Compaq  Computer 

1,000 

4,585 

-17 

38 

5,623 

21,017 

3.85 

643.4 

3,196 

-109 

66 

Computer  Associates 

375 

443 

128 

103 

9218 

2,864 

21.27 

789.1 

5,296 

272 

29 

Dell  Computer 

900 

375 

42 

134 

1,409 

3,056  s 

0.01 

1.1 

14,440 

431 

-4 

Digital  Equipment 

919 

0 

-38 

5,981 

12,488 

19.38814 

55,857 

0.79 

24.2 

1,422 

193 

47 

DSC  Communications 

277 

366 

3 

2 

5,809 

6,454 

21.8124 

0.16 

8.0 

1,921 

327 

68 
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there  are  five  gazillion 
sources  of  information 
on  the  Internet." 


SEARCH 


The  world  of  networked  computing 
has  something  for  everyone.  Every 
day.  more  and  more  companies,  universities,  news 
services  and  ordinary  individuals  post  information 
that  could  he  very  valuable  to  you. 

The  problem  is  tracking  it  down,  separating 
the  w  heat  from  the  endless  bytes  of  chaff. 

I BM  infoSage  is  a  brand-new  service  that 
gives  \ou  a  handle  on  the  Information  Revolution. 


Much  more  than  a  search  engine,  it's  a  pen 
online  information  resource  that  works  for 

You  begin  by  creating  a  personal  pre 
outlining  your  interests,  industry,  supplier 
competitors  —  anything  on  w  hich  you  wan 
updated.  Then.  IBM  infoSage  scours  2.2* M 
information  sources  and  returns  to  fill  you 

Imagine  the  possibilities.^  hen  news 
about  what  the  competition  is  doing,  you're 


IBM  and  Soluliorts  lor  a  small  planel  are  trademarks  of  IBM  Corp  ©  1996  IBM  Corp 
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inning  a  response,  searching  for  options, 
er  what  size  your  business  is,  you  have 
nil  to  every  corner  of  the  planet, 
having  your  own  virtual  research  team 
expensive,  get  over  to  www.infosagi  ;.ibm .com 
ck  out  IBM  LnfoSage  for  yourself.  H  it  proves 
$24.95  a  month  puts  IBM  infoSage  on 
mi  full-time.  Then  drop  by  www.ibm.con] 
is  at  1  800  IBM-7080,  ext.  G202,  for  our 


free  16-page  booklet  and  details  on  IBM  infoSage 
Together,  they  highlight  how  IBM  can  help  your 
business  thrive  in  a  networked  world. 

Opportunity  is  out  there  waiting.  Now  you 
know  where  to  find  it. 


Solutions  for  a  small  planet™  =  ==  =r=r 


Company/chief  executive 


 Rank  

among  in 
800  execs  industry 


Age    Birthplace   Education  

undergraduate  graduate 


Tenure  (; 
with 
firm 


COMPUTERS  &  COMMUNICATIONS 


FORE  Systems/Eric  Cooper 

788 

86 

37 

Brooklyn  NY 

Harvard,  BA  '80 

U  of  Cal  Berkeley,  PhD  '85 

6 

Frontier/Ronald  L  Bittner 

404 

52 

54 

Bethlehem  PA 

Muhlenberg  C,  BA  '63 

U  of  Rochester,  MBA  78 

33 

Gateway  2000/Theodore  W  Waitt 

2 

1 

33 

Sioux  City  IA 

11 

General  Instrument/Richard  S  Friedland 

645 

67 

45 

Pittsfield  MA 

Ohio  State  U,  BS  '72 

Seton  Hall  U,  MBA  '85 

18 

GTE/Charles  R  Lee 

12/ 

on  • 

29 

bb 

Pittsburgh  PA 

Cornell,  BA  62 

Harvard,  MBA  64 

13 

Harris/Phillip  W  Farmer 

310 

43 

57 

Goldsboro  NC 

Duke  U,  BS  '60 

14 

Hewlett-Packard/Lewis  E  Piatt 

386 

51 

55 

Johnson  City  NY 

Cornell,  BSME  '64 

U  of  Penn-Wharton,  MBA  '66 

30 

Informix/Phiilip  E  White 

72 

17 

53 

Taylorville  IL 

Illinois  Wesleyan  U,  BA  '66 

Uof  Illinois  Urbana,  MBA '68 

7 

Intel/Andrew  S  Grove 

50 

13 

59 

Hungary 

CUNY  City,  BS  '60 

U  of  Cal  Berkeley,  PhD  '63 

28 

IBM/Louis  v  Gerstner  Jr 

lb 

1  0 

Is 

54 

Mineola  NY 

Dartmouth,  BA  '63 

U  _  ,, ,  _  ,j    Linn  'f*c 

Harvard,  MBA  65 

3 

Intuit/William  V  Campbell 

665 

71 

55 

Homestead  PA 

Columbia,  BBA '62 

MA  '64 

2 

Linear  Technology/Robert  H  Swanson  Jr1 

541 

59 

57 

Boston  MA 

Northeastern  U,  BS  '63 

15 

LSI  Logic/Wilfred  J  Corrigan1 

119 

28 

58 

England 

Imperial  C  London,  BSCE  '61 

15 

MCI  Communication/Bert  C  Roberts  Jr 

173 

33 

53 

Kansas  City  MO 

Johns  Hopkins  U,  BS  '65 

24 

Merisel/Uwignt  A  Mettensen 

53 

Fresno  CA 

Stanford  U,  BS  '65 

4 

MFS  Communication/James  Q  Crowe1 

620 

64 

46 

Camp  Pendleton  CA  Rensselaer,  BSME  72 

Pepperdine  U,  MBA  '82 

10 

Micron  Technology/Steven  R  Appleton 

99 

24 

36 

Covina  CA 

Boise  State  U,  BBA  '82 

13 

Microsoft/William  H  Gates' 

775 

83 

40 

Seattle  WA 

21 

Molex/Frederick  A  Krehbiel 

465 

56 

54 

Hinsdale  IL 

Lake  Forest  C,  BA  '63 

31 

Motorola/Gary  L  Tooker 

28 

8 

56 

Shelby  OH 

Arizona  State,  BSEE  '62 

34 

Natl  Spmirnndurtnr/Rirhard  IV!  Rpvpr'^ 

738 

79 

47 

Brooklyn  NY 

Georgetown  U,  BS  '74 

Cnlumhia  MRA  77 

uuiuiiiui  rj.  inun    /  / 

3 

Nptsranp  Pnmmiin/l^mF1;  1  Rarksrlalp 

789 

87 

53 

Jackson  MS 

U  of  Mississippi,  BBA  '65 

1 

Nextel  Commun/Daniel  FAkerson 

47 

Oakland  CA 

US  Naval  Acad,  BSE  '70 

London  Sch  Economics,  MBA  78 

 10 

Novell/Robert  J  Frankenberg 

504 

57 

49 

Chippewa  Falls  Wl 

San  Jose  State  U,  BS  '74 

2 

Nynex/lvan  G  Seidenberg 

257 

38 

49 

New  York  NY 

CUNY  City,  BS  '72 

Pace  U  NY,  MBA  '80 

27 

Oracle/Lawrence  J  Ellison1 

17 

6 

51 

New  York  NY 

19 

Pacific  Telesis/Philip  J  Quigley 

341 

48 

53 

San  Francisco  CA 

CalSt  Los  Angeles,  BS  '67 

29 

Paging  Network/Glenn  W  Marschel 

713 

76 

49 

IJ  of  Missouri,  BS 

 10 

PanAmSat/Fredenck  A  Landman 

656 

70 

48 

Richmond  VA 

U  of  Oklahoma,  BA  '70 

12 

Parametric  Tech/Steven  C  Walske 

81 

21 

43 

Los  Alamos  NM 

Princeton,  BA  '74 

Harvard,  MBA  78 

9 

PeopleSoft/David  A  Outfield1 

784 

85 

55 

Cleveland  OH 

Cornell,  BSEE  '62 

MBA  '64 

9 

Qualcomm/lrwin  M  Jacobs 

12 

5 

62 

New  Bedford  MA 

Cornell,  BEE  '56 

MIT,  ScD  '59 

11 

Quantum/Michael  A  Brown 

590 

61 

37 

Houston  TX 

Harvard,  BA  '80 

Stanford  U,  MBA  '84 

12 

Raychem/Richard  A  Kashnow 

697 

75 

54 

Worcester  MA 

Worcester  Polytech,  BS  '63 

Tufts  U,  PhD  '68 

1 

Read-Rite/Oynl  J  Yansouni 

45 

11 

53 

Egypt 

Uof  Louvain,  BSEE '65 

Stanford  U.  MSEE  6/ 

5 

SBC  Communications/Edward  E  Wh.itacre  Jr 

106 

26 

54 

Ennis  TX 

Texas  Tech  U,  BSIE  '64 

33 

SCI  Systems/Olin  B  King1 

596 

62 

62 

Sandersville  GA 

North  Georgia  C,  BS  '53 

35 

Seagate  Technology/Alan  F  Shugart' 

80 

20 

65 

Los  Angeles  CA 

Uof  Redlands,  BS  '53 

17 

Silicon  Graphics/Edward  R  McCracken 

415 

53 

52 

Fairfield  IA 

Iowa  State,  BSEE  '66 

Stanford  U,  MBA  '68 

12 

Solectron/Koichi  Nisbimura 

bad 

CO 

by 

5/ 

Pasadena  CA 

San  Jose  State  U,  BSEE 

QlinfnrA    It  DUD 

Stanford  u,  rnu 

Q 

8 

So  New  Eng  Telecom/Daniel  J  Miglio 

717 

77 

55 

Philadelphia  PA 

U  of  Penn-Wharton,  BS  '62 

34 

Sprint/William  T  Esrey 

204 

37 

56 

Philadelphia  PA 

DenisonU,  BA  '61 

Harvard,  MBA  '64 

16 

StrataCom/Richard  M  Moley 

42 

10 

57 

England 

Manchester  U,  BS  '61 

Stanford  U,  MSEE  '68 

10 

Sun  Microsystems/Scott  G  McNealy' 

128 

30 

41 

Columbus  IN 

Harvard,  BA  '76 

Stanford  U,  MBA  '80 

14 

Tandem  Computers/Roel  Pieper 

693 

74 

39 

Netherlands 

Delft  University,  PhD 

3 

Tech  Data/Steven  A  Raymund 

648 

68 

40 

Los  Angeles  CA 

U  of  Oregon,  BS  78 

Georgetown  U,  MS  '80 

15 

Tele  &  Data  Systems/LeRoy  T  Carlson  Jr 

747 

80 

49 

Chicago  IL 

Harvard,  BA  '68 

MBA  71 

22 

Tellabs/Michaei  J  Birck1 

324 

44 

58 

Missoula  MT 

Purdue  U,  BSEE  '60 

NYU,  MSEE  '62 

21 

Teradyne/Alexander  V  d'Arbeloff 1 

137 

31 

68 

France 

MIT,  BS  '49 

36 

Texas  Instruments/Jerry  R  Junkins 

30 

9 

58 

Fort  Madison  IA 

Iowa  State,  BS '59  ' 

SMU,  MS  '68 

37 

Rank  is  based  on  total  compensation  for  latest  fiscal  year.  Market  value  of  CEO  stock  is  based  on  Apr.  17  tock  price  and  includes  all  classes  of  common.  Sales  and  profits  are  as  reporte 
Forbes  500s  Annual  Directory  issue.  Five-year  return  is  average  annual  total  return  as  of  Mar.  31.  Sources  of  return  data:  Market  Guide  via  OneSource  Information  Services;  Bloomberg  Financ 
Markets.  'Percentage  change  is  for  combined  salary  and  bonus.  'Company  founder  2Return  is  for  less  than  five-year  period.  Annualized  salary.  4Four-year  total.  ^Three-year  total.  Less 
0.01%.  'Less  than  $100,000.  8Prior-year  data.  9New  CEO;  compensation  may  be  for  another  executive  office.  New  CEO;  less  than  six  months' service.  "Director's  fees  only.  ^Includes 
indirectly  held.  "Paid  to  date.  '^Received  options  or  restricted  stock  in  lieu  of  portion  of  salary  or  bonus.  15Office  of  the  President  |Ointly  held  with  Ellen  Hancock  and  Kirk  Pond,  which  presen 
heads  the  company  on  an  interim  basis.  NA:  Not  available. 
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•Compensation   — Stock  owned—   Company  data   Company 


salary 

bonus 

% 

other 

stock  gains 

total 

5-year  total 

% 

market  value 

sales 

profits 

5-year 

— ($thou)— 

change* 

 ($thou)  

($mil) 

— ($mil)— 

return 

5502 

$452 

17% 

$24 

$81 

$1,875 

$10,777 

0.22% 

$10.5 

$2,430 

$159 

25% 

Industry  medians 

1  11 

100 

fil 
DO 

4 

c 

0 

on  l 

6U1 

NA 

8  39 
0.O6 

1  c;n  1 
10U.1 

1QR 
130 

9d 
64 

loo 

CAD  F  Cwctamc 

runt  oysiems 

R7R 

c  c  n 

OOU 

R1 
00 

9KK 
600 

i  Rm 

1,0U1 

A  1RR 
4,000 

n  no 
u.uy 

A  A 

4.4 

9  \AA 
6,144 

1  /1R 
143 

99 

Frontier 

R71 
3/0 

9KK 
600 

—11 

fi1  09/1 

Kl  8K1 

oi.ooo 

K/l  1KQ 
04,003 

d/i  K1 
44.00 

1  1  QR  C 
1,133.0 

1  K7C 
0,0/0 

1  71 
1/0 

172 
1/ 

Udicway  £.\j\j\) 

590 

214 

NA 

5 

8099 

NA 

0.07 

2.5 

2,432 

124 

42 2 

General  Instrument 

898 

1,404 

15 

1,358 

368 

4,027 

13,099 

0.01 

4.3 

19,957 

2,538 

13 

GTE 

dd9 

446 

d(18 
4U0 

089 

306 

1 1 1 
hi 

1  Qd9' 

1,346 

NA 
Nn 

n  9R 
u.60 

k  (i 

O.u 

1  R(17 
0,3U/ 

1RR 
100 

91 

60 

u 

Harris 

1  17R 
1,0/0 

1  RK 
100 

OU 

18 

10 

1  Rd8 
1 ,040 

fi  RRK  J 
0,000 

n  nd 

U.U4 

1 8  1 
10. 1 

11  Rfll 
00,3U0 

9  K91 

6,06l 

19 
3L 

newieii-raCKaru 

d99 
466 

dnn 

4UU 

on 

6U 

A 
4 

R  ROR 

0,0  30 

K  d9d 
0,464 

91  Qdn 

60.34U 

 6 

(1  3 
U.O 

7(1Q 
/U3 

1  (1R 
1U0 

1  no 
iu3 

1  nformix 

400 

2,357 

31 

266 

5,425 

8,448 

20,607 

0.11 

59.4 

16,202 

3,566 

38 

Intel 

2,000 

2,775 

4 

1,413 

133 

6,321 

26,385s 

0.02 

14.0 

71,940 

4,178 

3 

IBM 

1R7 
00/ 

188 
000 

NA 

7dR 
/  4  J 

NA 

 6 

 7 

43U 

—3 

dR2 
4o 

Intuit 

1 niui  I 

997 
66/ 

OOU 

91 
61 

9d 
64 

no 

13  J 

i  fi7n 

1,U/U 

1  IdR 
0,040 

(l  ir 
u.oo 

8  9 
0,6 

19R 
06O 

1 1 1 
110 

RK 
30 

Linear  Technology 

Cfl  1 
OU1 

/  ou 

1  7 
1  / 

CI 
01 

9  Rd7 
6,04/ 

d  99Q 
4,663 

Q  RR8 
3,000 

d  09 

4.36 

130. 1 

1  9K8 

1,600 

918 
6O0 

A 1 
41 

LSI  Logic 

890 

1,300 

25 

830 

3,020 

11,462 

0.08 

15.1 

15,265 

548 

19 

MCI  Communication 

NA 

NA 



NA 

 6 

 7 

5,802 

-9 

-4 

Merisel 

171 

JUU 

J6 

R718 

0/  J 

9  nn5 

6,16U 

 6 

 7 

R8i 

000 

9K8 
—600 

id2 

04 

iviro  uuiMiTiuriiuaiioii 

40U 

i  9dn 

1,64U 

3/ 

0/ 

1  dIR 
0,400 

R  18/1 

J,  I  On 

NA 

(1  (11 

9  n 

6.U 

1  Q79 
0,3/6 

1  (118 
l,Ulo 

R8 
38 

Micron  Technology 

97R 

Ltd 

idi 

141 

q 

—3 

*+10 

1  8R9 
1,006 

91  09 
l3.dc 

1 A  0/18  7 
14,340./ 

7  /1 1  Q 
/,413 

1  818 
1  ,o0o 

I/I 
04 

Microsoft 

dm 

4UO 

Rfi9 

JU6 

1UD 

187 

10/ 

159 

1 J6 

1  fiRd 
J  ,U  J4 

19  RR 

16. OJ 

d9d  8 

464.0 

1  117 
-1,00/ 

1 10 
103 

1 0 
13 

IVIUIcX 

oon 
33U 

i  nin 
1 ,  u  o  u 

0 

6 

1  899 

1 ,066 

7  fldfi 
/  ,U40 

1  fl  888 
1  U,ooo 

1  Q  9RK  5 

1  3,600 

(1  (11 

U.UO 

1U.3 

97  (117 
67, UO/ 

1  781 
1,/01 

11 
01 

Motorola 

301 

225 

NA 

24 

— 

5509 

NA 

 s 

 7 

2,681 

258 

14 

Natl  Semiconductor 

100 

0 

NA 

— 

— 

100 

NA 

9.14 

398.5 

81 

-3 

NA 

Netscape  Commun 

NA 

NA 

— 

— 

— 

— 

NA 

 6 

 7 

178 

-263 

62 

Nextel  Commun 

504 

309 

NA 

357 

1,170 

NA 

0.01 

0.5 

1,986 

320 

1 

Novell 

04U 

RdR 

04J 

md 

1U4 

7(10 

/  U  J 

JU 

9  9dd 

6,644 

NA 
Nn 

 6 

9  9 

6.6 

1 1  d(17 
10, 4U/ 

1  n7n 
1  ,u/  u 

1 1 
10 

Mi/nov 

Nyricx 

1  i  nn 

1,1UU 

9  9d1 
6,640 

10 
0  J 

m  Rnn 

1U,0UU 

Id  1d1 
14,140 

9(1  7(11 
6U,  /  UO 

99  fiR 

66.00 

d  fi(19  R 
4,OU6.0 

1  777 

Rl  Q 
313 

71 

13 

Oracle 

KK9 

006 

dl 
40 

dfi9 

406 

1  77fl 
1,1  /U 

NA 
Nn 

 6 

(1  9 
U.6 

Q  (Id  9 

3,U46 

1  (ld8 
1.U40 

0 

0 

r  dL  1 1  It   1  elcSIS 

uuu 

NA 

NA 
Nn 

8 

0 

uuo 

NA 

 6 

 7 

U4U 

_dd 
— 44 

1R2 

raging  ivciwum 

500 

275 

29 

775 

NA 

7.81 

220.5 

116 

18 

NA 

PanAmSat 

300 

500 

10 

5 

5,390 

6,195 

41,644 

0.92 

44.6 

441 

91 

67 

Parametric  Tech 

9Mi 

6UU 

1 97 

16/ 

1 1 

0 
0 

lid 

004 

1  lid 

1,004 

11  90 
01.63 

R1R  1 
000.0 

998 

660 

9q 

63 

89 2 

06 

rcOpicoOll 

031 

9sn 

6  JU 

60 

R 

i  r  S9n 

1  J,  J6U 

10,100 

17  1fifi 

1  /  ,000 

d  1Q 

4.13 

RS  0 
0  J.3 

d1^ 
40/ 

Id 
04 

II2 
00 

IdO 

04  3 

d7(l 
4/U 

NA 

1 
1 

119 

106 

qc.99 

336 

NA 

(1  (11 
U.UO 

(1  1 
U.O 

d  17d 
4,1/4 

Rfi 
00 

9 

6 

III  iinfn  rVl 

6503 

NA 

650 

NA 

 6 

 7 

1,602 

64 

21 

Raychem 

500 

520 

76 



8,001 

9,021 

17,821 

0.24 

2.3 

1,083 

147 

82 

Read-Rite 

06  J 

i  Run 

1.JUU 

i  j 

9  mi 

6,001 

d  RRR 
4,000 

10  199 

13,166 

n  k 

U.UO 

1 1  Q 
10.3 

1 1  K7(l 
16,0 / u 

1  RRO 
1,003 

1 8 
1 0 

CRT  (** Am m  1 1  n  1  r  3 1 1  n n ** 
jOt  UUIIII 1 IU  M  ILd  LIUI 1  0 

dRR 

dIi9 

406 

Rn 
ou 

1  7 
1  / 

Old 
304 

1117 
0,01/ 

1  97 
3. LI 

17  K 
0/.0 

1  Rid 
0,314 

K9 

06 

00 

o'^i  oysiems 

uuu 

060 

on 

6U 

17K 
0/0 

d  7i  n 

4,/  1U 

R  9nR 
0,6U0 

99  (1QR 
66,U30 

n  dR 

U.40 

1Q  1 

13.0 

R  dqi 

0,430 

iqd 

034 

98 
to 

^caoato  Top h n n  1  rum 

ocdgdic  icLnlluiugy 

755 

691 

15 

1,446 

7,812 

0.23 

9.6 

2,497 

231 

20 

Silicon  Graphics 

375 

413 

46 

2 



789 

7.1634 

0.10 

2.1 

2,435 

98 

60 

Solectron 

dfid 

4U4 

1  7K 
I/O 

—  1U 

1 D 

R07 

9  98Q  4 

U.Ul 

1  810 
1,003 

1  fiq 

103 

q 
3 

OU  NcW  Cllg  ICICLOITI 

018 

300 

041 

9d 

—64 

877 

9RQ 

6oy 

9  KdR 
6,040 

1  1  7^4 

(1  (1Q 
U.U3 

1 1  Q 

11.3 

1  9  7KR 
l6,/00 

340 

1  8 
10 

Sprint 

inn 

OUU 

9K1 

600 

11 
10 

1 
1 

8  RRR 
0,000 

Q  1  R9 

y,i06 

1U,  JHI 

1  nfi 
o.uo 

87  1 

119 

006 

R1 
00 

1  if;2 
110 

QtrataPnm 
OlIdla^UrTI 

600 

2,400 

147 

2 

1,020 

4,022 

10,234 

1.85 

171.3 

6,390 

447 

22 

Sun  Microsystems 

337 

0 

NA 

35 

289 

6609 

NA 

 6 

 7 

2,263 

74 

-8 

Tandem  Computers 

400 

400 

29 

5 

805 

3,730 

9.71 

65.4 

3,087 

22 

41 

Tech  Data 

390 

115 

13 

21 

526 

2,389 

1.75 

50.2 

954 

104 

7 

Tele  &  Data  Systems 

341 

150 

-8 

148 

1,236 

1,875 

4,280 

11.54 

517.9 

635 

116 

81 

Tellabs 

308 

450 

12 

37 

2,918 

3,712 

7,284 

2.28 

32.8 

1,191 

159 

27 

Teradyne 

792 

1,750 

32 

475 

7,714 

10,731 

19,734 

0.06 

6.0 

13,128 

1,088 

22 

Texas  Instruments 
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Company/chief  executive 

 Rank 

Age 

Birthplace 

 Education — 

  Tenure 

among 

in 

undergraduate 

graduate 

with 

800  execs 

industry 

firm 

COMPUTERS  &  COMMUNICATIONS 

3Com/Eric  A  Benhamou 

80 

19 

4U 

France 

CV«  ,  ir  ,A  1  1    MP  »77 

Mantord  U,  Mb  // 

9 

360°  Commun/Dennis  E  Foster 

757 

81 

55 

Fostoria  OH 

Findlay  U,  BA  6/ 

r,  i\  - 1-   -  .  ■  f-ii    ii   linn  <~i  c 

Michigan  State  U,  MBA  75 

5 

u  o  west  Lommun/ooioinon  v  iruiniu 

47 

44 

r.hpvpnnp  WY 

j  \ '    i  ■>  iii-  mi 

U  of  Wyoming,  BS  73 

MBA  '74 

22 

Unisys/James  A  Unruh 

640 

66 

55 

Goodrich  NO 

Jamestown  C,  BSBA  '63 

U  of  Denver,  MBA  '64 

16 

US  Robotics/Casey  G  Cowell1 

9 

3  • 

43 

Detroit  Ml 

U  of  Chicago,  BA '75 

20 

Varian  Associates/J  Tracy  O'Rourke 

63 

15 

61 

Columbia  SC 

Auburn  U,  BS  '56 

6 

Western  Digital/Charles  A  Haggerty 

326 

45 

54 

Rochester  MN 

Uof  St  Thomas  (Minn),  BA  '63 

4 

WorldCom/Bernard  J  Ebbers 

54 

14 

54 

Canada 

Mississippi  C,  BA  '67 

11 

Xilinx/Willem  P  Roelandts 

51 

Belgium 

Ri|ks  Hogere  Technisc,  BSEE  '65 

 10 

CONSTRUCTION 

Centex/Laurence  E  Hirsch 

634 

8 

50 

New  York  NY 

U  of  Pennsylvania,  BS  '68 

Villanova,  JD  '71 

11 

Fluor/Leslie  G  McCraw 

182 

4 

61 

Sandy  Springs  SC 

Clemson  U,  BSCE  '56 

21 

Foster  Wheeler/Richard  J  Swift 

457 

7 

51 

Indianapolis  IN 

US  Military  Acad,  BS  '66 

Fairleigh  Dickinson  U,  MBA  '76 

24 

Lafarge/Mictiel  Rose 

679 

9 

53 

France 

Ecole  Mines  Pans,  BA  '68 

Intl  Management  Inst,  MBA  77 

26 

Masco/Richard  A  Manoogian 

89 

2 

59 

Long  Branch  NJ 

Yale,  BA  '58 

38 

Owens  Coming/Glen  H  Hiner 

86 

1 

61 

Morgantown  WV 

West  Virginia  U,  BSEE  '57 

4 

Pulte/Robert  K  Burgess 

288 

5 

52 

Canada 

Michigan  State  U,  BS  '66 

13 

Schuller/W  Thomas  Stephens 

144 

3 

53 

Crossett  AR 

U  of  Arkansas,  BS  '65 

MS  '66 

33 

Turner/Alfred  T  McNeill 

749 

11 

59 

Elizabeth  NJ 

Lehigh  U,  BS  '58 

38 

USG/Wilham  C  Foote 

686 

10 

45 

Milwaukee  Wl 

Williams  C,  BA  '73 

Harvard,  MBA  77 

12 

Vulcan  Materials/Herbert  A  Sklenar 

450 

6 

64 

Omaha  NE 

U  of  Nebraska  Omaha,  BS  '52 

Harvard,  MBA  '54 

24 

CONSUMER  DURABLES 

Armstrong  World  Ind/George  A  Lorch 

236 

12 

54 

Glenridge  NJ 

Virginia  Polytech,  BS  '63 

33 

Black  &  Decker/Nolan  D  Archibald 

116 

6 

52 

Ogden  UT 

Weber  State,  BS  '68 

Harvard,  MBA  70 

11 

Brunswick/Peter  N  Larson 

105 

3 

57 

Los  Angeles  CA 

Oregon  State  U,  BS  '60 

Seton  Hall  U,  JD  72 

1 

Chrysler/Robert  J  Eaton 

123 

7 

56 

Buena  Vista  CO 

U  of  Kansas,  BSME  '63 

4 

Cooper  Tire  &  Rubber/Patrick  W  Rooney 

637 

31 

60 

FindlayOH 

U  of  Findlay,  BS  '58 

40 

Cummins  Engine/James  A  Henderson 

335 

19 

61 

South  Bend  IN 

Princeton,  AB  '56 

Harvard,  MBA  '63 

32 

Dana/Southwood  J  Morcott 

187 

9 

58 

Covington  GA 

Davidson  C,  BA  '60 

Uof  Michigan,  MBA '63 

33 

Eaton/Stephen  R  Hardis 

183 

8 

60 

New  York  NY 

Cornell,  BA  '56 

Princeton,  MPA  '60 

17 

Echlin/Frederick  J  Mancheski 

109 

5 

69 

Stevens  Point  Wl 

Uof  Wise  Madison,  BS  '48 

33 

Fleetwood  Enterprise/John  C  Crean1 

210 

11 

70 

Bowden  ND 

46 

Ford  Motor/Alex  J  Trotman 

57 

1 

62 

England 

Michigan  State  U,  MBA  '72 

40 

General  Motors/John  F  Smith  Jr 

107 

4 

58 

Worcester  MA 

U  of  Massachusetts,  BBA  '60 

Boston  U,  MBA  '65 

35 

Genuine  Parts/Larry  L  Prince 

542 

27 

57 

Dyersburg  TN 

38 

Goodyear/Samir  F  Gibara 

521 

26 

57 

Egypt 

Cairo  U,  BBA  '60 

Harvard,  MBA  '65 

32 

Harley-Davidson/Richard  F  Teerlink 

555 

28 

59 

Chicago  IL 

Bradley  U,  BS  '61 

U  of  Chicago,  MBA  76 

15 

ITT  Industries/Travis  Engen 

189 

10 

51 

Pasadena  CA 

MIT,  BS  '67 

11 

Johnson  Controls/James  H  Keyes 

251 

13 

55 

La  Crosse  Wl 

Marquette  U,  BS  '62 

Northwestern  U,  MBA  '63 

30 

Lear  Seating/Kenneth  LWay 

398 

21 

56 

Detroit  Ml 

Michigan  State  U,  BS '61 

MBA  71 

30 

Leggett  &  Platt/Harry  M  Cornell  Jr 

405 

22 

67 

Dutch  East  Indies 

Uof  Missouri,  BS '50 

46 

Maytag/Leonard  A  Hadley 

292 

16 

61 

Earlham  IA 

U  of  Iowa,  BS  '58 

37 

Navistar  Intl/John  R  Home 

580 

30 

58 

Lansing  IL 

Purdue  U,  BSME  '60 

Bradley  U,  MSME  '64 

30 

Newell  Co/William  P  Sovey 

493 

25 

62 

Helen  GA 

Georgia  Tech,  BS  '55 

10 

Paccar/Charles  M  Pigott 

272 

14 

67 

Seattle  WA 

Stanford  U,  BS  '51 

40 

Premark  Intl/Warren  L  Batts 

472 

24 

63 

Norfolk  VA 

Georgia  Tech,  BEE  '61 

Harvard.  MBA  '63 

16 

Rubbermaid/Woltgang  R  Schmitt 

284 

15 

52 

Germany 

Otterbein  C,  BA  '66 

30 

Shaw  Industries/Robert  E  Shaw1 

348 

20 

64 

Cartersville  GA 

36 

Springs  Industries/Walter  Y  Elisha 

438 

23 

63 

Gary  IN 

Wabash  C,  BA  '54 

Harvard,  MBA  '65 

16 

Rank  is  based  on  total  compensation  for  latest  fiscal  year.  Market  value  of  CEO  stock  is  based  on  Apr.  17  stock  price  and  includes  al!  classes  of  common.  Sales  and  profits  are  as  repo 

Forbes  500s  Annual  Directory  issue.  Five-year  return  is  average  annual  total  return  as  of  Mar.  31.  Sources  of  return  data:  Market  Guide  via  OneSource  Information  Services;  Bloomberg  Finan 

Markets.  *Percentage  change  is  for  combined  salary  and  bonus.  Company  founder.  'Return  is  for  less  than  five 

-year  period.  Annualized  salary. 

Four-year  total,  nhree-year  tota 

.  "Les 

0.01%.  'Less  than  $100,000.  "Prior-year  data. 

New  CEO;  compensation  may  be  for  another  executive  office. 

New  CEO:  less  than  six  months' 

service.  "Director's  fees  only.  12l 

nclude 

indirectly  held.    Paid  to  date.    Received  options  or  restricted  stock  in  lieu  of  portion  of  salary  or  bonus.    Overall  CEO  for  US  West  is  Richard  D  McCormick.  NA:  Not  available. 
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 Compensation   — Stock  owned—   Company  data   Company 

salary    bonus        %       other     stock  gains     total    5-year  total     %     market  value       sales     profits  5-year 
— ($thou)—      change*   ($thou)   ($mil)  — ($mil)—  return 


$502 

$452 

17% 

$24 

$81 

$1,875 

$10,777 

0.22% 

$10.5 

$2,430 

$159 

25% 

Industry  medians 

472 

49 

9 

1 

5,699 

6,221 

10.606 

0.29 

16.3 

1,792 

167 

77 

3Com 

249 

164 

NA 

87 

501 

NA 

 6 

 7 

834 

-2 

NA 

360°  Commun 

343 

300 

NA 

1,016 

120 

1,779 

NA 

 6 

0.9 

9,484 

1,184 

2 

U  S  West  Commun 

800 

0 

-34 

18 

818 

6,967 

0.20 

2.2 

6,202 

-625 

4 

Unisys 

450 

2,349 

92 

17 

15,770 

18,586 

22,777 

3.06 

170.0 

1,092 

96 

952 

US  Robotics 

744 

1,493 

35 

2,152 

2,528 

6,918 

16.673 

0.24 

3.8 

1,581 

144 

18 

Varian  Associates 

600 

536 

21 

35 

703 

1,874 

NA 

0.07 

0.7 

2,430 

91 

29 

Western  Digital 

711 

750 

20 

9 

6,548 

8,018s 

11,224 

4.30 

318.4 

3,640 

268 

49 

WorldCom 

NA 

NA 

NA 

NA 

520 

87 

35 

Xilinx 

$575 

$450 

12% 

$239 

—  . 

$1,339 

$8,676 

0.29% 

$3.9 

$2,927 

$58 

10% 

Industry  medians 

515 

275 

-13 

51 

841 

13,709 

1.35 

10.5 

3,074 

47 

13 

Centex 

755 

840 

13 

1,313 

2,908 

16,451 

0.15 

8.1 

9,644 

239 

8 

Fluor 

575 

339 

28 

416 

1,330 

3,265  5 

0.04 

0.6 

3,042 

29 

9 

Foster  Wheeler 

450 

247 

10 

14 

710 

2,3254 

 6 

 7 

1,472 

130 

8 

Lafarge 

930 

477 

17 

4,201 

5,608s 

38,013 

0.65 

29.0 

2,927 

-442 

7 

Masco 

840 

1,400 

23 

3,480 

5,720 

1 1,679 4 

0.30 

5.9 

3,612 

231 

10 

Owens  Corning 

400 

450 

-19 

2 

1,214 

2,065 

7.5144 

0.02 

0.1 

2,010 

58 

14 

Pulte 

600 

680 

2 

2,331 

3,611 

9,839 

0.29 

3.9 

1,392 

122 

NA 

Schuller 

438 

0 

-10 

86 

524 

2,421 

0.50 

0.3 

3,281 

1 

-8 

Turner 

373 

285 

NA 

35 

6949 

NA 

0.06 

0.6 

2,444 

-32 

59 

USG 

600 

500 

26 

239 

1,339 

5,398 

0.33 

6.6 

1,461 

166 

14 

Vulcan  Materials 

$700 

$612 

6% 

$435 

—  ■ 

$2,047 

$8,551 

0.22% 

$6.0 

$4,714 

$163 

18% 

Industry  medians 

588 

929 

32 

795 

34 

2,346 

4,101s 

0.25 

5.2 

2,085 

123 

19 

Armstrong  World  Ind 

839 

810 

5 

2,081 

799 

4,528 

11,429 

0.18 

5.8 

4,766 

255 

26 

Black  &  Decker 

800 3 

984 

NA 

3,117 

4,900 

NA 

0.23 

5.2 

3,041 

127 

12 

Brunswick 

1,213 

2,360 

9 

598 

4,171 

21,596* 

0.03 

7.2 

53,195 

2,121 

38 

Chrysler 

403 

374 

21 

47 

824 

NA 

0.27 

5.7 

1,494 

113 

17 

Cooper  Tire  &  Rubber 

728 

647 

-3 

435 

1,809 

NA 

0.21 

3.5 

5,245 

224 

18 

Cummins  Engine 

912 

1,638 

33 

85 

208 

2,843 

8,551 

0.12 

4.1 

7,787 

288 

22 

Dana 

580 

868 

NA 

970 

483 

2.9015 

NA 

0.07 

3.2 

6,822 

399 

20 

Eaton 

625 

600 

12 

1,705 

1,848 

4,779 

10,659 

1.11 

23.0 

2,911 

150 

27 

Echlin 

111 

1,207 

-8 

1,272 

2,589 

15,497 

17.38 

188.2 

2,795 

80 

16 

Fleetwood  Enterprise 

1,500 

3,000 

-40 

3,130 

7,630 

20,731  5 

0.03 

13.1 

137,137 

4,139 

21 

Ford  Motor 

1,500 

763 

6 

2,575 

4,837 

9,940" 

0.01 

10.0 

168,829 

6,933 

10 

General  Motors 

465 

547 

5 

2 

54 

1,068 

4,670 

0.07 

4.0 

5,262 

309 

15 

Genuine  Parts 

464 

387 

NA 

256 

1,107s 

NA 

 6 

0.5 

13,166 

611 

36 

Goodyear 

486 

500 

-14 

67 

1,054 

10,608 

0.59 

19.9 

1,351 

113 

41 

Harley-Davidson 

700 

612 

NA 

1,193 

336 

2,841s 

NA 

0.01 

0.4 

8,382 

21 

NA 

ITT  Industries 

731 

599 

3 

363 

569 

2,262 

7,979 

0.31 

9.1 

8,659 

202 

25 

Johnson  Controls 

585 

900 

11 

25 

1,510 

6,024 

0.33 

5.3 

4,714 

94 

312 

Lear  Seating 

534 

539 

11 

162 

265 

1,500 

7,747 

2.99 

61.5 

2,059 

135 

27 

Leggett  &  Piatt 

600 

400 

-6 

1,047 

2,047 

5,198 

0.15 

3.0 

3,040 

-15 

9 

Maytag 

544 

425 

78 

10 

980 

NA 

0.22 

1.2 

6,358 

163 

-23 

Navistar  Intl 

650 

527 

7 

13 

1,190 

4,333* 

0.22 

9.0 

2,498 

223 

13 

Newell  Co 

980 

693 

18 

442 

2,115 

8,305 

4.33 

80.4 

4,848 

253 

12 

Paccar 

750 

370 

-33 

153 

1,273 

28,273 

0.96 

30.6 

2,213 

238 

41 

Premark  Intl 

427 

365 

-25 

1,277 

2,070 

7,2674 

0.15 

6.4 

2,344 

60 

4 

Rubbermaid 

1,000 

750 

-14 

5 

1,755 

8,823 

5.31 

88.3 

2,870 

64 

13 

Shaw  Industries 

650 

412 

-6 

312 

1,374 

5,685 

0.30 

2.7 

2,233 

72 

14 

Springs  Industries 
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Company/chief  executive 

 Rank 

among 
800  execs 

in 

industry 

Age 

Birthplace 

 Education — 

undergraduate 

graduate 

Tenure  (y 
with 
firm 

CONSUMER  DURABLES 

TRW/Joseph  T  Gorman 

78 

2 

58 

Rising  Sun  IN 

Kent  State  U,  BA  '60 

Yale,  LLB  '62 

28 

US  Industries/David  H  Clarke 

573 

29 

54 

Long  Branch  NJ 

Htibart  C,  BA  '65 

23 

Varity/Victor  A  Rice 
Whirlpool/David  R  Whitwam 

330 
293 

18 
17 

55 
54 

England 
Stanley Wl 

Uof  Wise  Madison,  BS  '67 

26 
28 

CONSUMER  NONDURABLES 

MVun  rroauCis/JdHiKb  l  ncMu-t 

309 

12 

63 

Clpvpland  OH 

WICVCIullU  \J\\ 

Nnrthwpsfprn  II  RS  '55 

llUllllVYCilGIII  U,  DO    ■  >  .1 

V 

Rnrlinornn  lnriii<t>i.''^i(ipnr     •!•■  H^llriprsmi  III 

DUIllllgLUII   1  III1  LOll      3/  UCUI        14  IILHUGIOUII  III 

296 

11 

47 

Atlanta  GA 

U  of  North  Carolina,  BA  '70 

Emory  U,  MBA  '74 

22 

CXnrrw  IC  Prain  Qiiltiwan 

^lurox/u  uidi^  ouiiivdM 

395 

14 

56 

Hiintinotnn  NY 

1  lUIKIMgLUII  11  1 

Rnstnn  C  RS  '64 

UUoLUII  \j  ,  UJ  U*r 

?5 

Colgate-Palmolive/Reuben  Mark 

13 

1 

57 

Jersey  City  NJ 

MiddleburyC,  BA '60 

Harvard,  MBA  '63 

33 

Dial/John  W  Teeis 

158 

7 

62 

Elgin  IL 

32 

Durnrpll  Intl/f  harlps  R  Pprrin 

U  .<■                1 1 1  LI/  w  II  a  1  ICo  It  1  Cllll1 

525 

17 

50 

Brooklyn  NY 

Trinity  College  CT,  BA  '67 

Columbia,  MBA  '69 

11 

Eastman  Kodak/Gfiorgp  M  C  Fisher 

77 

4 

55 

Anna  IL 

U  of  Illinois,  BS  '62 

Brown,  PhD  '66 

2 

Este6  Lauder  Cos/Leonard  A  Laudsr 

153 

6 

63 

New  York  NY 

U  of  Penn-Wharton,  BS  '64 

38 

Fruit  ni  thp  1  nnm/Williflfn  Farlpv 

1  lull  \J  1    lilt    LVul  II/VVIIIICJIH  1  Ull  KrJ 

516 

16 

53 

Pawtucket  Rl 

Bowdoin  C,  AB  '64 

Boston  C,  JD  '69 

20 

Gillette/Alfred  M  Zeien 

90 

5 

66 

New  York  NY 

Webb  Institute,  BS  '52 

28 

Hasbro/Alan  G  Hassenfeld 

483 

15 

47 

Providence  Rl 

U  of  Pennsylvania,  BA  '70 

26 

James  River  Corp  Va/Miles  L  Marsh 

588 

20 

48 

South  Africa 

U  of  Cape  Town,  BS  '70 

Northwestern  U,  PhD  '76 

1 

Kimberly-Clark/Wayne  R  Sanders 

366 

13 

48 

Chicago  IL 

Illinois  Tech,  BSCE  '69 

Marquette  U,  MBA  '72 

21 

Liz  Claiborne/Paul  R  Charron 

212 

8 

53 

Schenectady  NY 

Uof  Notre  Dame,  BA '64 

Harvard,  MBA '71 

2 

Mattel/John  W  Amerman 

62 

3 

64 

Newark  NJ 

Dartmouth,  BA  '53 

MBA  '54 

16 

NIKE/Phtlip  H  Knight1 

263 

10 

58 

Portland  OR 

U  of  Oregon,  BA  '59 

Stanford  U,  MBA  '62 

32 

Polaroid/Gary  T  DiCamillo 

552 

19 

45 

Niagara  Falls  NY 

Rensselaer,  BSChE  '73 

Harvard,  MBA  '75 

 10 

Procter  &  Gamble/John  E  Pepper 

256 

9 

57 

Pottsville  PA 

Yale,  BA  '60 

33 

Reebok  International/Paul  B  Fireman 

529 

18 

52 

Cambridge  MA 

17 

Service  Corp  Intl/Robert  L  Waltnp' 

34 

2 

65 

Austin  TX 

U  of  Houston,  BBA  '54 

34 

VF/Mackey.l  McDonald 

608 

21 

49 

Rome  GA 

Davidson  C,  BA  '68 

Georgia  State  U,  MBA  '73 

13 

ELECTRIC  UTILITIES 

Allegheny  Power/Klaus  Bergman 

658 

37 

64 

Germany 

Columbia,  AB  '53 

LLB  '55 

24 

American  Electric/E  Linn  Draper  Jr 

470 

15 

54 

Houston  TX 

Rice  U,  BA  '64 

Cornell,  PhD  '70 

4 

American  Water  Work/George  W  Johnstone 

701 

43 

57 

Buffalo  NY 

Penn  State  U,  BS  '60 

30 

Baltimore  G&E/Christian  H  Poindexter 

642 

35 

57 

Evansville  IN 

US  Naval  Acad,  BS  '60 

Loyola  U  (IL),  MBA  '75 

29 

Boston  Edison/Thomas  J  May 

666 

39 

49 

Hartford  CT 

Stonehill  C,  BS  '69 

Bentley  C,  MS  '80 

20 

Carolina  Power  &  Lt/Sherwood  H  Smith  Jr 

553 

21 

61 

Jacksonville  FL 

U  of  North  Carolina,  AB  '56 

JD  '60 

31 

Centerior  Energy/Robert  J  Farling 

779 

55 

59 

Warren  OH 

Case  Western,  BSEE  '58 

MBA  '65 

37 

Central  &  So  West/E  R  Brooks 

611 

31 

58 

Slaton  TX 

Texas  Tech  U,  BSEE  '61 

35 

Cinergy/James  E  Rogers 

346 

6 

48 

Birmingham  AL 

U  of  Kentucky,  BBA  70 

JD  '74 

8 

CMS  Energy/William  T  McCormick  Jr 

319 

5 

51 

Washington  DC 

Cornell,  BS  '66 

MIT,  PhD  '69 

11 

Consolidated  Edison/Eugene  R  McGrath 

557 

22 

54 

New  York  NY 

Manhattan  C,  BSME  '63 

lona  C,  MBA  '80 

33 

Dominion  Resources/Thos  E  Capps 

477 

16 

60 

Wilmington  NC 

U  of  North  Carolina,  BA  '58 

JD  '65 

12 

DPL/Peter  H  Forster 

605 

30 

53 

Germany 

Uof  Wise  Madison,  BS  '64 

Brooklyn  Law  School,  JD  '72 

23 

DQE/Wesley  W  von  Schack 

412 

9 

52 

Wantagh  NY 

Fordham  U,  AB  '65 

Pace  U  NY,  PhD  '90 

12 

DTE  Energy/John  E  Lobbia 

695 

42 

54 

Chicago  IL 

U  of  Detroit,  BSEE  '64 

32 

Duke  Power/William  H  Grigg 

439 

11 

63 

Shelby  NC 

Duke  U,  AB  '54 

LLB  '58 

33 

Edison  International/John  E  Bryson 

387 

8 

52 

New  York  NY 

Stanford  U,  BA  '65 

Yale,  JD '69 

12 

Enova/Stephen  L  Baum 

690 

40 

55 

Boston  MA 

Harvard,  BA  '63 

Uof  Virginia.  LLB '66 

11 

Entergy/Edwin  Lupberger 

275 

4 

59 

Atlanta  GA 

Davidson  C,  AB  '58 

Emory  U,  MBA '63 

17 

Florida  Progress/Jack  B  Critchf ield 

446 

12 

62 

Rockwood  PA 

Slippery  Rock  U,  BS  '55 

U  of  Pittsburgh,  MA  '60 

13 

FPL  Group/James  L  Broadhead 

208 

2 

60 

New  Rochelle  NY 

Cornell,  BSME  '58 

Columbia.  JD  '63 

7 

General  Public  Utils/James  R  Leva 

530 

19 

64 

Boonton  NJ 

Fairleigh  Dickinson  U,  BSEE  '60  Seton  Hall  U,  JD  '80 

44 

Hawaiian  Electric/Robert  F  Clarke 

615 

32 

54 

Oakland  CA 

Uof  Cai  Berkeley,  BA"65 

MBA  '66 

9 

Rank  is  based  on  total  compensation  for  latest  fiscal  year.  Market  value  of  CEO  stock  is  based  on  Apr.  17  stock  price  and  includes  all  classes  of  common.  Sales  and  profits  are  as  reportei 
The  Forbes  500s  Annual  Directory  issue.  Five-year  return  is  average  annual  total  return  as  ot  Mar.  31.  Sources  of  return  data:  Market  Guide  via  OneSource  Information  Services;  Bloomberg  Fina 
Markets.  *Percentage  change  is  for  combined  salary  and  bonus.  'Company  founder.  2Return  is  for  less  than  five-year  period.  'Annualized  salary.  4Four-year  total.  ^Three-year  total.  6Lesstl 
0.01%.  'Less  than  $100,000.  8Prior-year  data.  5New  CEO;  compensation  may  be  for  another  executive  office.  l0New  CEO;  less  than  six  months' service.  "Director's  fees  only,  ''includes  s 
indirectly  held.    Paid  to  date.  "Received  options  or  restricted  stock  in  lieu  of  portion  of  salary  or  bonus.  NA;  Not  available. 
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salary  bonus 
— ($thou)— 

% 
change* 

-Compensation  

other     stock  gains  total 
 ($thou)  

5-year  total 

— Stock  owned— 
%     market  value 
($mil) 

 Company  data  

sales     profits  5-year 
— ($mil)—  return 

Company 

$700 

$612 

6% 

$435 

— 

$2,047 

$8,551 

0.22% 

$6.0 

$4,714 

$163 

18% 

Industry  medians 

1,007 

3,808 

20 

643 

779 

6,238 

19,786 

0,10 

6.0 

10,172 

446 

21 

TRW 

750 3 

187 

NA 

61 

998 

NA 

0.99 

11.3 

2,262 

-20 

NA 

US  Industries 

780 

882 

25 

195 

1,857s 

8,496 

0.22 

3.8 

2,375 

126 

9 

Varity 

900 

550 

-38 

595 

2,045 

21,919 

0.25 

10.7 

8,347 

209 

16 

Whirlpool 

$865 

$542 

12% 

$506 

.  — 

$2,019 

$16,808 

0.24% 

$20.1 

$3,575 

$165 

19% 

Industry  medians 

oil) 

OOl 

-b 

QC9 

1  Q  C  O 
1,300 

1  C  OAO 

lb, (Sue 

U.li 

b.j 

A  a  no 

4,492 

9C7 

25/ 

1  0 

iy 

Avon  Products 

A  7C 

bUo 

oil 

Q9G 

o  m  o 

2,uiy 

NA 

0.24 

1.8 

2,207 

64 

-3 

Burlington  Industries 

615 

542 

19 

0  A  A 

244 

15115 

1,516 

4,451" 

0.07 

2.7 

2,079 

210 

21 

Clorox 

300 

1,000 

-16 

2,325 

11,567 

15  877 

OH,  ■JLL 

f)  49 

U.Hi 

47  (1 

0,000 

1 79 

18 
10 

riloato  P^lmAliwo 
V*Ulgdlc-r  dllllUIIVc 

1,112 

0 

-53 

1,103 

1,051 

3,266 

21,596 

0.86 

22.9 

3,575 

1 

21 

Dial 

535 

532 

31 

35 

1,102 

NA 

0.08 

4.1 

2,180 

246 

i  n  ? 

19' 

Duracell  Intl 

2,000 

2,282 

12 

2,005 

6,287 

17,777 5 

0.04 

9.2 

14,980 

1,252 

20 

Eastman  Kodak 

1,522 

788 

NA 

1,080 

3,390 

NA 

48.77 

1,973.5 

3,095 

141 

NA 

Estee  Lauder  Cos 

950 

0 

-30 

166 

1,116 

12,446 

9.23 

173.5 

2,403 

-227 

15 

Fruit  of  the  Loom 

1  "inn 

91 

1  77 
1  /  / 

9  Q99 

^  <;9/i 

0,0i4 

99  G  1  1 

U.lb 

9G  9 

b,/30 

074 

94 
£.•* 

biliette 

928 

220 

2 

79 

1,226 

12,606 

3.44 

109.4 

2,858 

156 

19 

Hasbro 

800 3 

150 

NA 

7 

957 

NA 

 6 

 7 

6,800 

126 

2 

James  River  Corp  Va 

800 

845 

45 

9 

1,653 

7,248 

0.02 

3.9 

13,789 

33 

15 

Kimberly-Clark 

682 

1,319 

NA 

585 

2,586 

NA 

0.26 

6.9 

2,082 

127 

-3 

Liz  Claiborne 

1,042 

916 

10 

5,012 

6,970 

30,600 

0.28 

20.1 

3,639 

358 

32 

Mattel 

865 

788 

84 

526 

2,178 

6,889 

33.93 

4,502.6 

5,961 

510 

30 

NIKE 

550 3 

0 

NA 

506 

1,056 

NA 

0.09 

1.8 

2,237 

-140 

14 

Polaroid 

910 

51 

NA 

240 

1,044 

2,2449 

NA 

0.06 

32.3 

34,923 

2,835 

17 

Procter  &  Gamble 

1,000 

0 

-50 

97 

1,097 

9,261 

13.68 

288.6 

3,481 

165 

4 

Reebok  International 

822 

1,919 

34 

4,745 

2,941 

10,428 

32,838 

0.46 

26.2 

1,652 

184 

27 

Service  Corp  Intl 

545 

350 

NA 

10 

9059 

NA 

0.03 

0.9 

5,062 

157 

19 

VF 

$535 

$232 

.11% 

$113 

— 

$933 

$3,444 

0.03% 

$0.8 

$2,648 

$240 

12% 

Industry  medians 

515 

188 

16 

64 

766 

3,109 

 6 

0.3 

2,648 

240 

17 

Allegheny  Power 

685 

236 

11 

366 

1,287 

3,457 4 

0.01 

0.7 

5,670 

530 

15 

American  Electric 

446 

0 

7 

195 

641 

2,085 

0.11 

1.4 

803 

92 

19 

American  Water  Work 

537 

247 

19 

32 

816 

2,5164 

0.06 

2.3 

2,935 

338 

14 

Baltimore  G&E 

415 

293 

23 

36 

744 

NA 

0.03 

0.3 

1,629 

112 

13 

Boston  Edison 

630 

360 

22 

64 

1,054 

4,112 

0.07 

3.5 

3,007 

373 

16 

Carolina  Power  &  Lt 

360 

0 

0 

22 

382 

1,838 

0.03 

0.4 

2,516 

221 

-9 

Centerior  Energy 

629 

163 

32 

105 

896 

3,857 

0.02 

1.3 

3,735 

402 

11 

Central  &  So  West 

535 

322 

NA 

434 

466 

1.7579 

NA 

0.04 

1.8 

3,031 

347 

14 

Cinergy 

725 

470 

8 

126 

581 

1,902s 

5,909 

0.15 

3.6 

3,890 

204 

3 

CMS  Energy 

660 

273 

11 

119 

1,052 

4,500 

 6 

0.4 

6,537 

724 

12 

Consolidated  Edison 

628 

314 

12 

298 

1,240 

4,303 

0.04 

2.6 

4,652 

425 

11 

Dominion  Resources 

572 

344 

9 

1 

917 

4,366 

0.02 

0.5 

1,255 

165 

18 

DPL 

440 

195 

5 

179 

658 

1,472 

5,291 

0.04 

0.7 

1,220 

171 

17 

DQE 

577 

58 

11 

23 

658 

2,964 

0.02 

1.0 

3,636 

406 

10 

DTE  Energy 

637 

313 

43 

416 

1,366 

3,037  s 

0.02 

1.9 

4,677 

715 

18 

Duke  Power 

664 

651 

98 

232 

1,547 

5,475 

 6 

0.2 

8,405 

739 

4 

Edison  International 

264 

191 

NA 

208 

663' 

NA 

0.04 

1.0 

1,871 

234 

8 

Enova 

700 

568 

41 

843 

2,112 

6,452 

0.05 

2.8 

6,274 

485 

9 

Entergy 

590 

383 

4 

374 

1,346 

4,703 

0.03 

0.9 

3,056 

239 

12 

Florida  Progress 

824 

700 

5 

1,092 

2,616 

10,164 

0.08 

6.4 

5,592 

553 

15 

FPL  Group 

585 

333 

6 

174 

1,092 

3,797 

 6 

0.1 

3,805 

440 

13 

General  Public  Utils 

440 

108 

-16 

18 

317 

883 

3,285 

0.04 

0.4 

1,296 

78 

8 

Hawaiian  Electric 
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Company/chief  executive 

 Rank 

Age 

R  i  rt  hn  1  a  r  o 
DIIUipidL-C 

CHnnfinn 

LUULdllUM 

Tenure  (] 

among 

in 

undergraduate 

graduate 

with 

800  axecs 

industry 

firm 

ELECTRIC  UTILITIES 

Houston  Industries/Don  D  Jordan 

173 

1 

64 

Corpus  Christi  TX 

U  of  Texas  Austin,  BBA  '54 

S  Texas  Col  of  Law,  JD  '69 

40 

lllinova/Larry  D  Haab 

711 

45 

58 

Fairbury  IL 

It/lillikin  U,  BS  '59 

31 

Kansas  City  P&L/A  Drue  Jennings 

720 

48 

49 

Topeka  KS 

U  of  Kansas,  BS  '68 

JD  72 

22 

Long  Island  Lighting/William  J  Catai 

714 

47 

66 

New  York  NY 

NYU,  BS  '51 

PhD  '62 

17 

MidAmerican  Energy/Rus^e1:  E  Christiansen 

41 

fil 

lofforcnn  nI") 
JcllclbUII  OU 

CnMth  flaknta  <!tato  R<!  ,£iQ 
OUUlll  UdKUld  Oldie,  Do  Jo 

37 

New  England  Electric/John  W  Rnwe 

582 

26 

51 

DodgevilleWI 

U  of  Wise  Madison,  BS '67 

JD70 

7 

New  York  State  E&G/James  A  Carrigg 

750 

52 

63 

Johnson  City  NY 

Broome  Comm,  AAS  '58 

38 

Niagara  Mohawk  Pwr/William  E  Davis 

754 

53 

54 

Schenevus  NY 

US  Naval  Acad,  BS  '64 

George  Washington  U,  MSA  70  6 

Nipsco  Industries/Gary  L  Neale 

454 

13 

56 

Lead  SD 

U  of  Washington,  BA  '62 

MBA '65 

7 

Nonneast  utiiisies/ceinaio  iw  rox 

77 
LI 

jo 

MPUU  Ynrk  NY 
licW  IUI ft  lii 

Manhattan  C  RKff  'fi^ 
IVIdlllldlldll  o,  Doll  Do 

Rensselaer,  MSEE  '64 

32 

No  States  Power/James  J  Howard 

581 

25 

60 

Pittsburgh  PA 

U  of  Pittsburgh,  BBA  '57 

MIT,  MS  70 

9 

Ohio  Edison/Willard  R  Holland 

663 

38 

60 

Springfield  TN 

Rose-Hulman  Tech,  BS  '65 

MS  '66 

5 

Oklahoma  G&E/James  G  Harlow  Jr 

644 

36 

61 

Oklahoma  City  OK 

U  of  Oklahoma,  BS  '57 

35 

Pacific  G&E/StanleyT  Skinner 

466 

14 

58 

Fort  Smith  AR 

San  Diego  State  U,  BA  '60 

U  of  Cal  Berkeley,  JD  '64 

32 

raciTiLorp/rreoencK  vv  DucKman 

/I -3(1 

1  u 

K  o  1 Q  m  Q  71*1  f\  M 1 
ndldllldZUU  IVII 

U  Ul  IVIILItlgdU,  Do  DD 

MIT,  PhD  70 

2 

PECO  Energy/Corbin  A  McNeill  Jr 

623 

33 

56 

Santa  Fe  NM 

US  Naval  Acad,  BS  '62 

8 

Pinnacle  West/Richard  Snell 

534 

20 

65 

Phoenix  AZ 

Stanford  U,  BA  '52 

JD  '54 

6 

Portland  General/Ken  L  Harrison 

598 

29 

53 

Bakersfield  CA 

Oregon  State  U,  BS  '64 

MS '66 

21 

Potomac  Electric/Edward  F  Mitchell 

569 

23 

64 

Harrisonburg  VA 

Uof  Virginia,  BSEE '56 

George  Washington  U,  MEA  '60  40 

DDI?  1    Dae  miy  cc  /M/i  1 1 i  i  rr  f  LJopht 

rrficL  Kesources/vviiiiam  r  necnr 

744 
/ft 

51 

53 
3o 

Mou/  Ynrl<  NV 
l\cW  TUT r\  li  1 

1  ohioh  II  R?  'K4 

Lenign  u,  do  d4 

MS  70 

32 

Public  Service  Colo/Wayne  H  Brunetti 

761 

54 

53 

Cleveland  OH 

U  of  Florida,  BSBA  '64 

2 

Pub  Svc  Enterprise/E  James  Ferland 

495 

17 

54 

Boston  MA 

U  of  Maine,  BS  '64 

U  of  New  Haven,  MBA  76 

10 

Puget  Sound  P&L/Richard  R  Sonstelie 

741 

50 

51 

Canada 

US  Military  Acad,  BS '66 

Harvard,  MBA  74 

22 

Scana/Lawrence  M  Gressette  Jr 

513 

18 

64 

St  Matthews  SC 

Clemson  U,  BS  '54 

U  of  S  Carolina,  LLB  '59 

13 

Southern  Co/Alfred  W  Dahlberg 

347 

7 

55 

Atlanta  GA 

Georgia  State  U,  BBA  70 

36 

Southwestern  PS/Bill  D  Helton 

726 

49 

57 

Wheeler  TX 

Texas  Tech  U,  BSEE  '64 

32 

TECO  Energy/Timothy  L  Guzzle 

574 

24 

59 

Ottumwa  IA 

Uof  Oklahoma,  BS '58 

Texas  Christian  U,  PhD  '65 

8 

Texas  Utilities/Erie  A  Nye 

597 

28 

58 

Fort  Worth  TX 

Texas  A&M,  BSEE  '59 

SMU.JD  '65 

36 

Unicom/James  J  O'Connor 

259 

3 

59 

Chicago  IL 

Col  of  the  Holy  Cross,  BS  '58 

Georgetown  U,  LLB  '63 

33 

Union  Electric/Charles  W  Mueller 

712 

46 

57 

Belleville  IL 

St  Louis  U,  BSEE  '61 

MBA  '66 

35 

Western  Resources/John  E  Hayes  Jr 

703 

44 

58 

Kansas  City  M0 

Rockhurst  C,  BS  '59 

7 

Wisconsin  Energy/Richard  A  Abdoo 

638 

34 

52 

Port  Huron  Ml 

U  of  Dayton,  BSEE  '65 

U  of  Detroit,  MA  '69 

21 

Amerada  Hess/John  B  Hess 

323 

12 

42 

Perth  Amboy  NJ 

Harvard,  BA  '75 

MBA  77 

19 

Amoco/H  Laurance  Fuller 

344 

14 

57 

Moline  IL 

Cornell,  BSCE  '61 

DePaul  U,  JD  '65 

35 

Anadarko  Petroleum/Robert  J  Allison  Jr 

268 

8 

57 

Evanston  IL 

U  of  Kansas,  BS  '60 

23 

Ashland/John  R  Hall 

539 

30 

63 

Dallas  TX 

Vanderbilt  U,  BS  '55 

38 

Atlantic  Richfield/Michael  R  Bowlin 

363 

16 

53 

Amarillo  TX 

U  of  North  Texas,  BBA  '65 

MBA  '67 

27 

Baker  Hughes/James  D  Woods 

298 

11 

64 

Falmouth  KY 

Cal  St  Fullerton,  BA  '67 

41 

Burlington  Resources/Bobby  S  Shackouls 

577 

33 

45 

Greenville  MS 

Mississippi  State,  BSCE  '72 

3 

Chevron/Kenneth  T  Derr 

122 

4 

59 

Wilkes-Barre  PA 

Cornell,  BSME  '59 

MBA  '60 

36 

Coastal/David  A  Arledge 

549 

32 

51 

El  Dorado  AR 

U  of  Texas  Austin,  BA  '65 

LLB  '68 

16 

Columbia  Gas  System/Oliver  G  Richard  III 

437 

20 

43 

Lake  Charles  LA 

Louisiana  State  U,  BA  74 

JD77 

1 

Consol  Natural  Gas/George  A  Davidson  Jr 

515 

26 

57 

Pittsburgh  PA 

U  of  Pittsburgh,  BS  '60 

30 

Diamond  Shamrock/Roger  R  Hemminghaus 

413 

19 

59 

St  Louis  MO 

Auburn  U,  BS  '58 

12 

Dresser  Industries/William  E  Bradford 

548 

31 

61 

Dallas  TX 

Centenary  C,  BS  '58 

26 

Enron/Kenneth  L  Lay 

49 

1 

54 

Tyrone  M0 

U  of  Missouri,  BA  '64 

U  of  Houston,  PhD  70 

12 

Exxon/Lee  R  Raymond 

74 

2 

57 

Watertown  SD 

Uof  Wise  Madison,  BS '60 

U  of  Minnesota,  PhD  '63 

33 

Fina/Ron  W  Haddock 

739 

39 

55 

St  Elmo  IL 

Purdue  U,  BS  '63 

10 

Halliburton/Dick  Cheney 

468 

23 

55 

Lincoln  NE 

U  of  Wyoming,  BA  '6-5 

MA  '66 

1 

RRank  is  based  on  total  compensation  for  latest  fiscal  year.  Market  value  of  CEO  stock  is  based  on  Apr.  17  stock  price  and  includes  all  classes  of  common  Sales  and  profits  are  as  repoi 
The  Forbes  500s  Annual  Directory  issue.  Five-year  return  is  average  annual  total  return  as  of  Mar.  31.  Sources  of  return  data:  Market  Guide  via  OneSource  Information  Services;  Bloomberg  Fin 
Markets.  'Percentage  change  is  for  combined  salary  and  bonus.  'Company  founder.  2Return  is  for  less  than  five-year  period.  Annualized  salary.  4Four-year  total.  ^Three-year  totai.  6Lessl 
0.01%.  'Less  than  $100,000.  8Prior-year  data  9New  CEO;  compensation  may  be  for  another  executive  office.  New  CEO;  less  than  six  months' service.  "Director's  fees  only.  ^Includes 
indirectly  held.  13Paid  to  date.  "Received  options  or  restricted  stock  in  lieu  of  portion  of  salary  or  bonus.  NA;  Not  available. 
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 Compensation   — Stock  owned—   Company  data   Company 

salary    bonus        %       other     stock  gains     total    5-year  total     %     market  value       sales     profits  5-year 
— ($thou) —       change*   ($thou)   ($mil)  — ($mil)—  return 


$535 

$232 

11% 

$113 

— 

$933 

$3,444 

0.03% 

$0.8 

$2,648 

$240 

12% 

Industry  medians 

brr 

oSO 

yu/ 

1  9 
LL 

9  Q37 

1  1  R/IR 
1 1,040 

n  hr 
u.uo 

9  O 

3  rrh 
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4/£ 

77 
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1 1 
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CI  J 
014 
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£,40/ 

n  m 

U.Ul 
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U.o 

1  K/11 
1,041 

1  R9 
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lo 
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S7 
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LLo 

1  R 
10 

kancQC  ritw  P£  1 
INdnSdS  Uliy  rocL 

588 

o 

1 

15 

603 

2,721 

.   6 

0.2 

3,075 

303 

3 

Long  Island  Lighting 

428 

148 

39 

87 



662 

2.1164 

0.02 

0.3 

1,724 

131 

6 

MidAmerican  Energy 

R3R 

Ooo 

197 
'Ml 

93 
Lo 

1  j 

14 

Q7Q 

3/3 

3  K7/1 

n  n3 

U.Uo 

n  q 

U.o 

9  979 
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New  England  Electric 
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18 

10 
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L 
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L,LuL 
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u.uz 
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u.o 
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7 
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1 J 
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 ; 
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£4o 
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-1U 

Niagara  Mohawk  Pwr 

460 

286 

8 

586 

1,332 

3.0264 

0.13 

3.0 

1,722 

176 

19 

Nipsco  Industries 

551 

246 

-6 

138 



935 

2,749s 

0.02 

0.4 

3,749 
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7 

Northeast  Utilities 
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ID 
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iH 
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NA 
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Pacific  G&E 
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Portland  Generdl 
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39 

248 

1,015 

4,139 

0.04 

1.3 

1,957 

94 

12 

Potomac  Electric 
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0 

11 
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Southern  Co 

292 

95 

14 

194 

581 

2,087 

0.04 

0.5 

853 

123 

11 

Southwestern  PS 

494 

415 

7 

82 

991 

5,076 

0.09 

2.4 

1,392 

186 

13 

TECO  Energy 

679 

140 

NA 

113 

933 

NA 

0.02 

2.1 

5,639 

-139 

11 

Texas  Utilities 

827 

827 

31 

550 

2,204 

6,084 

0.01 

0.8 

6,910 

660 

-1 

Unicom 

420 

157 

11 

34 

611 

1,467  s 

0.3 

2,103 

314 

13 

Union  Electric 

467 

102 

4 

68 

637 

2,704 

0.03 

0.6 

1,572 

182 

12  . 

Western  Resources 

496 

232 

8 

92 

820 

3,066 

0.02 

0.5 

1,770 

234 

10 

Wisconsin  Energy 

$675 

$377 

10% 

$196 

— 

$1,383 

$7,059 

0.09% 

$4.0 

$3,666 

$128 

8% 

Industry  medians 

900 

0 

NA 

976 

1,876 

NA 

1.70 

90.5 

7,302 

-394 

5 

Amerada  Hess 

875 

763 

-2 

132 

1,769 

9,369 

0.02 

6.2 

27,066 

1,862 

11 

Amoco 

825 

1,000 

16 

317 

2,142 

10,364 

0.34 

11.4 

434 

21 

17 

Anadarko  Petroleum 

877 

0 

-46 

127 

75 

1,079 

6,772 

0.11 

2.9 

11,495 

76 

8 

Ashland 

836 

670 

14 

166 

1,672 

NA 

 6 

1.4 

15,819 

1,376 

4 

Atlantic  Richfield 

787 

769 

10 

202 

249 

2,006 

9,526 

0.24 

9.8 

2,725 

128 

4 

Baker  Hughes 

530 

263 

NA 

196 

989s 

NA 

 6 

 7 

873 

-280 

4 

Burlington  Resources 

1,000 

721 

1 

2,465 

4,186 

15,149 

0.02 

7.3 

31,322 

930 

13 

Chevron 

623 

300 

NA 

136 

1,059s 

NA 

0.02 

0.8 

10,448 

270 

6 

Coastal 

528" 

263 

NA 

593 

1,383 

NA 

0.03 

0.7 

2,635 

-432 

1 

Columbia  Gas  System 

568 

214 

38 

335 

1,116 

5,041 

0.14 

5.8 

3,307 

21 

5 

Consol  Natural  Gas 

551 

276 

-1 

490 

142 

1,458 

5,830 

0.33 

3.0 

2,937 

47 

8 

Diamond  Shamrock 

546 

316 

NA 

88 

111 

1,0609 

NA 

0.04 

1.9 

5,775 

221 

9 

Dresser  Industries 

990 

1,440 

11 

1,254 

4,937 

8,621 

41,439 

0.33 

31.9 

9,189 

520 

25 

Enron 

1,400 

1,000 

30 

994 

2,994 

6,388 

16,031 4 

 6 

8.4 

107,893 

6,470 

12 

Exxon 

500 

0 

-19 

49 

549 

2,806 

0.05 

0.7 

3,607 

104 

8 

Fina 

1,000s 

150 

NA 

143 

1,293 

NA 

0.09 

5.5 

5,699 

234 

8 

Halliburton 
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Company/chief  executive 

 Rank 

Age 

Birthplace 

 Education- — 

Tenure 
with 
firm 

among 
800  execs 

in 

industry 

undergraduate 

graduate 

ENERGY 

Kerr-McGee/Frank  A  McPherson 

336 

13 

63 

Stillwell  OK 

Oklahoma  State  U,  BS  '57 

39 

Mapco/James  E  Barnes 

631 

36 

62 

Ponca  City  OK 

Oklahoma  State  U,  8S  '57 

13 

Mobil/Luuo  A  Noto 

162 

6 

58 

Brooklyn  NY 

U  ot  Notre  Dame,  BS  '58 

Cornell,  MBA  '62 

34 

NGC/Charles  L  Watson 

202 

7 

46 

Great  Lakes  IL 

Oklahoma  State  U,  BS  72 

11 

NorAm  Ener|y/T  Milton  Honea 

OO 

DO 

Cidtnn  AD 

r U HOD  An 

II  ni  Pil  Qnrl/nlnu  DC 

u  ot  Lai  BerKeiey.  do  oo 

UimirA    MDA  'CO 

Harvard,  mba  do 

il 

Occidental  Petroleum/Ray  R  Irani 

112 

3 

61 

Lebanon 

American  U  Beirut,  BS  '53 

USC,  PhD  '57 

13 

Oryx  Energy/Robert  L  Keiser 

725 

38 

53 

Mount  Olive  IL 

U  of  Missouri,  BS  '65 

31 

Pacific  Enterprises/Willis  B  Wood  Jr 

463 

22 

61 

Kansas  City  M0 

U  of  Tulsa,  BS '57 

35 

Panhandle  Eastern/Paul  M  Anderson 

512 

25 

51 

Richland  WA 

Uof  Washington,  BSME  '67 

Stanford  U,  MBA  '69 

5 

Pennzoil/James  L  Pate 

oU 

wii  sterling  il 

llnnmnnth  P     AD  'CI 

Monmoutn  t.  Ab  bo 

Indiana  u,  mda  o4 

zU 

Phillips  Petroleum/W  Wayne  Allen 

392 

18 

59 

Fort  Smith  AR 

Oklahoma  State  U,  BSME  '59 

MSIE  '69 

35 

Sonat/Ronald  L  Kuehn  Jr 

289 

10 

61 

Queens  NY 

Fordham  U,  BA  '57 

LLB  '64 

26 

Sun  Co/Robert  H  Campbell 

517 

27 

58 

Pittsburgh  PA 

Princeton,  BSCE  '59 

MIT,  MBA  78 

36 

Texaco/Alfred  C  DeCrane  Jr 

155 

5 

64 

Cleveland  OH 

U  of  Notre  Dame,  BA  '53 

Georgetown  U.  JD  '59 

37 

Tosco/Thomas  D  O'Malley 

283 

9 

54 

New  York  NY 

Manhattan  C.  BBA  '63 

8 

Ultramar/Jean  Gaulin 

618 

34 

53 

Canada 

U  of  Montreal,  BS  '67 

22 

Unocal/Roger  C  Beach 

500 

24 

59 

Lincoln  NE 

Colo  Sch  Mines,  BS  '61 

35 

USX-Marathon/Thomas  J  Usher 

362 

15 

53 

Reading  PA 

U  of  Pittsburgh.  BS  '64 

PhD  71 

30 

UtiliCorp  United/Richard  C  Green  Jr 

718 

37 

42 

Kansas  City  M0 

SMU,  BSBA  '76 

20 

Valero  Energy/William  E  Greehey 

367 

17 

59 

Fort  Dodge  IA 

St  Mary's  U,  BBA  '60 

33 

Western  Atlas/Alton  J  Brann 

452 

21 

54 

Portland  ME 

U  of  Massachusetts,  BA  '69 

23 

Williams  Cos/Keith  E  Bailey 

532 

28 

54 

Kansas  City  M0 

U  of  Missouri,  BS  '64 

23 

ENTERTAINMENT  &  INFORMATION 

American  Greetings/Morry  Weiss 

479 

20 

56 

Czechoslovakia 

Case  Western,  BA '61 

35 

Comcast/Ralph  J  Roberts1 

35 

1 

76 

New  York  NY 

U  of  Pennsylvania,  BS  '41 

34 

Cox  Communications/James  0  Robbins 

659 

26 

53 

Mount  Kisco  NY 

U  of  Pennsylvania,  BA  '65 

Harvard,  MBA  70 

13 

Walt  Disney/Michael  D  Eisner 

48 

2 

54 

New  York  NY 

Denison  U,  BA  '64 

12 

RR  Donnelley  &  Sons/John  R  Walter 

98 

7 

49 

Pittsburgh  PA 

Miami  U  Ohio,  BS  '69 

27 

Dow  Jones/Peter  R  Kann 

329 

14 

53 

Princeton  NJ 

Harvard.  BA  '64 

33 

Dun  &  Bradstreet/Robert  E  Weissman 

190 

12 

55 

New  Haven  CT 

Babson  C.  BS  '64 

23 

Gannett/John  J  Curley 

140 

8 

57 

Easton  PA 

Dickinson  C,  BA  '60 

Columbia,  MS  '63 

26 

Gaylord  Entertain/Earl  W  Wendell 

584 

23 

68 

Akron  OH 

Wooster,  BBA  50 

46 

Harcourt  General/Robert  J  Tarr  Jr 

53 

3 

52 

Freeport  NY 

US  Naval  Acad,  BS  '66 

Harvard,  MBA  73 

20 

Interpublic  Group/Philip  H  Geier  Jr 

349 

16 

61 

Pontiac  Ml 

Colgate  U,  BA  '57 

Columbia,  MBA  '58 

21 

King  World  Prods/Michael  King 

55 

4 

48 

Summit  NJ 

Fairleigh  Dickinson  U,  BA  '71 

23 

Knight-Ridder/P  Anthony  Ridder 

508 

21 

55 

Duluth  MN 

U  of  Michigan.  BA  '62 

34 

McGraw-Hill  Cos/Joseph  L  Dionne 

150 

9 

62 

Montgomery  AL 

Hofstra  U,  BA  '55 

Columbia,  EdD  '65 

30 

New  York  Times/Arthur  Ochs  Sulzberger 

380 

17 

70 

New  York  NY 

Columbia,  BA  '51 

45 

Omnicom  Group/Bruce  Crawford 

92 

5 

67 

W  Bridgewater  MA 

U  of  Pennsylvania,  BS  '52 

7 

Reader's  Digest  Assn/James  P  Schadt 

332 

15 

57 

Saginaw  Ml 

Northwestern  U,  BA  '60 

5 

EW  Scripps'Lawrence  A  Leser 

397 

19 

61 

Cincinnati  OH 

Xavier  U,  BS  '57 

28 

Tele-Com-Liberty/John  C  Malone16 

621 

24 

55 

Milford  CT 

Yale,  BS  '63 

Johns  Hopkins  U,  PhD  '67 

23 

Tele-Com-TCI/John  C  Malone" 

621 

24 

55 

Miltord  CT 

Yale,  BS  '63 

Johns  Hopkins  U,  PhD  '67 

23 

Time  Warner/Gerald  M  Levin 

96 

6 

57 

Philadelphia  PA 

Haverford  C.  BA  '60 

U  of  Pennsylvania,  LLB  '63 

24 

Times  Mirror/Mark  H  Willes 

384 

18 

54 

Salt  Lake  City  UT 

Columbia,  AB  '63 

PhD  '67 

1 

Tribune/John  W  Madigan 

177 

11 

58 

Chicago  IL 

U  of  Michigan,  BBA  '58 

MBA  '59 

21 

Turner  Broadcasting/Robert  E  Turner1 

224 

13 

57 

Cincinnati  OH 

33 

U  S  West  Media/Charles  M  Lillis18 

174 

10 

54 

Overland  Park  KS 

Uof  Washington,  BA  '68 

U  of  Oregon,  PhD  72 

11 

US  Satellite  Broad/Stanley  E  Hubbard 

789 

27 

35 

St  Paul  MN 

U  of  Minnesota.  BA  '83 

21 

Viacom/Sumner  M  Redstone 

72 

Boston  MA 

Harvard,  BA  '44 

LLB  '47 

10 

Washington  Post/Donald  E  Graham 

578 

22 

51 

Baltimore  MO 

Harvard,  BA  '66 

25 

Rank  is  based  on  total  compensation  for  latest  fiscal  year  Market  value  of  CEO  stock  is  based  on  Apr.  17  stock  price  and  includes  all  classes  of  common.  Sales  and  profits  are  as  repo 
The  Forbes  500s  Annual  Directory  issue  Five-year  return  is  average  annual  total  return  as  of  Mar.  31.  Sources  of  return  data:  Market  Guide  via  OneSource  Information  Services;  Bloomberg  F 
Markets.  'Percentage  change  is  for  combined  salary  and  bonus.  'Company  founder.  2Return  is  for  less  than  five-year  period.  'Annualized  salary.  ^Four-year  total.  Three-year  total.  bLes 
0.01%.  'Less  than  $100,000.  8Prior-year  data.  "New  CFO;  compensation  may  be  for  another  executive  office.  10New  CEO;  less  than  six  months' service.  Director's  fees  only.  ''Includes  sh 
rectly  held.  "Paid  to  date.  "Received  options  or  restricted  stock  in  lieu  of  portion  of  salary  or  bonus.  "Salary  and  bonus  is  paid  by  USX  Corp.  for  services  rendered  to  Marathon.  Steel  and  Delhi. 
16  Overall  CEO  for  Tele-Communications. 1  Salary  and  bonus  is  paid  by  Tele-Communications  for  services  rendered  to  Liberty  Media  and  TCI  Group.  "Overall  CEO  for  U  S  West  is  Richard  D  McCormick. 
"includes  value  for  U  S  West  Communications'  options  exercised.  NA;  Not  available. 
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 Compensation   — Stock  owned—   Company  data   Company 

salary    bonus        %       other     stock  gains     total    5-year  total     %     market  value       sales     profits  5-year 
— ($thou)—       change*   ($thou)   ($mil)  — ($mil)—  return 


$675 

$377 

10% 

$196 

— 

$1,383 

$7,059 

0.09% 

$4.0 

$3,666 

$128 

8% 

Industry  medians 

668 

775 

95 

360 

1,803 

4,914 

0.12 

4.0 

1,801 

-31 

12 

Kerr-McGee 

795 

0 

10 

48 

843 

12,930 

0.67 

10.9 

3,152 

75 

5 

Mapco 

833 

675 

16 

1,038 

653 

3,199 

8,705 5 

0.02 

6.7 

64,767 

2,376 

17 

Mobil 

Km 

DUl 

9Q 

7(1 

1 1 ,0  J/ 

0.00 

1  in  n 

0,000 

JO 

fi2 

195 

345 

8 

327 

86814 

2,685 4 

0.29 

3.7 

2,965 

66 

-9 

NorAm  Energy 

1,900 

872 

0 

1,816 

4,588 

24,621 

0.25 

20.9 

10,423 

511 

13 

Occidental  Petroleum 

474 

0 

32 

109 

58314 

NA 

0.10 

1.6 

1,014 

158 

-15 

Oryx  Energy 

641 

603 

16 

64 

1,308 

5,123 

0.03 

0.7 

2,343 

185 

-2 

Pacific  Enterprises 

O  OH 

00  J 

K 
D 

1  13fl9 

n  q 

U.J 

4,  jOO 

OU4 

91 

Panhandle  Factopn 
rdl  1! IdllU Ic  CdMcN! 

657 

0 

-21 

428 

1,084 

4,831 

0.05 

1.0 

2,385 

-305 

-1 

Pennzoil 

824 

414 

-22 

78 

216 

1,532 

4,540  s 

0.03 

3.4 

13,368 

469 

11 

Phillips  Petroleum 

710 

419 

2 

441 

483 

2,052 

7,688 

0.19 

6.2 

1,990 

193 

16 

Sonat 

699 

377 

78 

40 

1,116 

4,120 

0.05 

1.1 

8,370 

227 

3 

Sun  Co 

978 

863 

21 

529 

976 

3,346 

1 0,772 4 

0.06 

13.7 

35,551 

728 

11 

Texaco 

550 

1,452 

36 

70 

2,072 

7,703 

3.07 

56.0 

7,284 

77 

19 

Tosco 

665 

195 

-16 

20 

879 

4,027 

0.12 

1.5 

2,714 

48 

252 

Ultramar 

718 

212 

15 

253 

1,183" 

NA 

0.02 

1.8 

7,235 

260 

8 

Unocal 

6751S 

90015 

NA 

98 

1,673 

NA 

0.02 

1.2 

11,163 

-83 

-2 

USX-Marathon 

495 

0 

0 

101 

596 

4,092 

0.65 

8.5 

2,799 

80 

11 

UtiliCorp  United 

685 

560 

100 

402 

1,647 

7,347 

0.77 

8.8 

3,020 

60 

3 

Valero  Energy 

649 

670 

10 

17 

1,336 

6,743 5 

 6 

0.2 

2,226 

100 

21? 

Western  Atlas 

572 

250 

49 

14 

256 

1,09214 

3,076s 

0.20 

10.4 

2.856 

1,318 

30 

Williams  Cos 

$800 

$525 

4% 

$266 

— 

$1,869 

$12,651 

0.38% 

$14.9 

$2,581 

$138 

12% 

Industry  medians 

500 

470 

0 

266 

1,236 

11,994 

1.06 

21.7 

1,958 

113 

9 

American  Greetings 

800 

0 

0 

4,552 

4,674 

10,026s 

49,397 

4.57 

190.3 

3,363 

-38 

11 

Comcast 

528 

227 

4 

6 

761 

NA 

0.04'2 

2.4 

1,328 

101 

332 

Cox  Communications 

750 

8,025 

9 

7 

8,782 

232,746 

0.56 

184.1 

12,128 

1,394 

17 

Walt  Disney 

900 

555 

12 

3,468 

366 

5,289 

10,055 

0.15 

8.0 

6,512 

299 

10 

RR  Donnelley  &  Sons 

680 

445 

7 

728 

16 

1,869 

7,158 

0.16 

5.6 

2,284 

190 

12 

Dow  Jones 

830 

802 

10 

1,207 

2,839 

8,182 5 

0.07 

7.3 

5,415 

321 

10 

Dun  &  Bradstreet 

800 

850 

6 

806 

1,195 

3,651 

12,975 

0.15 

13.5 

4,007 

477 

14 

Gannett 

654 

286 

6 

33 

.  973 

5,362 

0.05 

1.2 

707 

108 

222 

Gaylord  Entertain 

1,500 

1,125 

7 

183 

5,291 

8,099 

21,257 

0.47 

15.1 

3,013 

171 

20 

Harcourt  General 

965 

550 

15 

115 

122 

1,752* 

26,533 

0.64 

23.8 

2,180 

130 

18 

Interpublic  Group 

1,050 

1,760 

-14 

4,237 

768 

7,815 

36,178 

5.50 

84.9 

589 

133 

7 

King  World  Prods 

603 

195 

-4 

12 

341 

1,151 

NA 

0.13 

4.4 

2,752 

167 

9 

Knight-Ridder 

850 

678 

-1 

1,726 

178 

3,433 

12,327 

0.21 

9.3 

2,935 

227 

12 

McGraw-Hill  Cos 

555 

822 

1 

203 

1,580 

7,093 

7.08 

217.8 

2,409 

136 

8 

New  York  Times 

985 

1,520 

22 

696 

2,206 

5,407 

15,082 

0.28 

9.2 

2,258 

140 

29 

Omnicom  Group 

741 

235 

-8 

870 

1,846 

NA 

0.10 

4.9 

3,151 

240 

10 

Reader's  Digest  Assn 

675 

540 

4 

297 

1,512 

5,786 

0.06 

2.1 

1,030 

133 

19 

EW  Scripps 

850" 

0" 

3 

21 

871 

21,993 

3.90 

175.0 

1,433 

-25 

NA 

Tele-Com-Liberty 

850" 

0" 

3 

21 

871 

21,993 

3.88 

483.7 

5,022 

-24 

10 

Tele-Com-TCI 

1,050 

4,000 

0 

261 

5,311 

30,247 

0.09 

14.7 

8,067 

-124 

10 

Time  Warner 

800 3 

525 

NA 

226 

1,551 

NA 

0.06 

2.3 

3,448 

-395 

19 

Times  Mirror 

677 

510 

NA 

36 

1,757 

2,9799 

NA 

0.48 

19.4 

2,245 

278 

12 

Tribune 

945 

596 

10 

916 

2,457s 

7,197 

38.16 

2,179.7 

3,437 

103 

17 

Turner  Broadcasting 

490 

375 

NA 

1,520 

634  " 

3,019 

NA 

0.01 

0.9 

2,374 

145 

NA 

U  S  West  Media 

100 

0 

NA 

100 

NA 

51.28 

1,715.5 

108 

-91 

NA 

US  Satellite  Broad 

NA 

NA 

NA 

24.8412 

3,742.1 

11,689 

223 

11 

Viacom 

400 

0 

0 

585 

985 

3,032 

16.04 

505.3 

1,719 

190 

8 

Washington  Post 
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It  takes  more  than  willpower. 


Ergon om ically >  designed 
instrument  panel  with  large, 
easy-to-use  radio  controls. 


Standard  4-wheel  anti-lock 
disc  brakes  for  surer,  safer  stops. 


SLA  suspension  and  rack 
and-pinion  steering  for  a  smoothei 
ride  and  excellent  handling. 


Company/chief  executive 


 Rank  

among  in 
800  execs  industry 


Age    Birthplace   Education  

undergraduate  graduate 


Tenure  ( 
with 
firm 


FINANCIAL  SERVICES 


Advanta/Alex  W  Hart 

214 

35 

55 

Meadville  PA 

Harvard,  BA  '62 

2 

HF  Ahmanson/Charles  R  Rinehart 

213 

34 

49 

San  Francisco  CA 

'U  of  San  Francisco,  BS  '68 

7 

Ambac/Phillip  B  Lassiter 

196 

32 

52 

Kansas  City  M0 

NC  State  U,  BS  '64 

5 

American  Express/Harvey  Golub 

/in 

8 

R7 
3/ 

New  TOrK  INT 

NYU,  BS  '61 

1  9 
IL 

AmSonth  Banrnrn/P  Dnwd  Ritter 

594 

102  ' 

48 

Birmingham  AL 

Birmingham-Southern  C,  BA  '69 

11 

Associated  Banc-Cp/Harry  B  Conlon 

700 

125 

61 

Green  Bay  Wl 

U  of  Notre  Dame,  BS  '57 

U  of  Wise  Madison,  LLB  '64 

31 

Astoria  Financial/George  L  Engelke  Jr 

419 

65 

57 

Englewood  NJ 

Lehigh  U,  BS  '60 

25 

Banc  One/John  B  McCoy 

115 

20 

52 

Columbus  OH 

Williams  C.  BA  '65 

Stanford  U,  MBA  '67 

29 

Bancorp  Hawaii/Lawrence  M  Johnson 

AA  1 
441 

79 
/  L 

00 

Honolulu  HI 

II  nf  Hawaii   RRA  'K9 

u  oi  nawau,  ddh  bo 

99 
00 

BancorpSouth/Aubrey  Burns  Patterson 

372 

55 

53 

Grenada  MS 

U  of  Mississippi,  BBA  '64 

Michigan  State  U,  MBA  '69 

24 

Bank  of  Boston/Charles  K  Gifford 

95 

16 

53 

Providence  Rl 

Princeton,  BA  '64 

29 

Bank  of  New  York/John  Carter  Bacot 

94 

15 

63 

Utica  NY 

Hamilton  C,  AB  '55 

Cornell,  LLB  '58 

36 

BankAmerica/David  A  Coulter 

125 

21 

48 

Pittsburgh  PA 

Carnegie-Mellon,  BS  '71 

MS  '71 

20 

Bankers  Trust  NY/Frank  N  Newman 

99(1 
OYU 

c,A 
D4 

uuwey  ivia 

UlrworH    Rfl  'G9 

narvaru,  da  bo 

i 

BanPonce/Ricbard  L  Carrion 

766 

145 

43 

San  Juan  PR 

U  of  Penn-Wharton,  BS  '75 

MIT,  MS  '76 

20 

Barnett  Banks/Charles  E  Rice 

138 

24 

60 

Chattanooga  TN 

U  of  Miami,  BBA  '58 

Rollins  C,  MBA  '64 

31 

BayBanks/William  M  Crozier  Jr 

242 

39 

63 

Brooklyn  NY 

Yale,  BA  '54 

Harvard,  MBA  '63 

32 

Bear  Stearns  Cos/James  E  Cayne 

36 

6 

62 

Evanston  IL 

27 

Beneficial/Finn  M  W  Caspersen 

1  9G 

99 

R/l 
D4 

New  TOrK  NT 

Rrnuin    AD  'CO 

brown,  ad  do 

narvaro,  lld  bb 

9/1 
Z4 

Boatmen's  Bancshs/Andrew  B  Craig  III 

365 

54 

65 

Buffalo  NY 

Cornell,  BA  '55 

11 

BOK  Financial/Stanley  A  Lybarger 

783 

151 

46 

Kansas  City  KS 

U  of  Kansas,  BA  '72 

MBA  '73 

22 

Cal  Fed  Bancorp/Edward  G  Harshf ield 

482 

81 

59 

New  York  NY 

Southeastern  U.  BBA  '62 

3 

CCB  Financial/Ernest  C  Roessler 

733 

136 

55 

Pittsburgh  PA 

Dartmouth,  BA  '62 

MBA  '63 

8 

Center  Financial/Robert  J  Narkis 

00/ 

1 9n 

C9 

bz 

Nashua  NH 

U  of  New  Hampshire,  BA  '56 

Voio  in  'ci 
raie,  lu  bi 

b 

Central  Fidelity  Bks/Lewis  N  Miller  Jr 

689 

122 

52 

Philadelphia  PA 

Washington  &  Lee  U,  BA  '66 

Uof  Virginia,  MBA  72 

24 

Centura  Banks/Robert  R  Mauldin 

702 

126 

61 

China  Grove  NC 

U  of  North  Carolina,  BS  '59 

27 

Charter  One  Finl/Charles  John  Koch 

681 

119 

50 

Baltimore  MD 

Lehigh  U,  BS  '68 

Loyola  U  (IL),  MBA  '71 

20 

Chase  Manhattan/Walter  V  Shipley 

84 

14 

60 

Newark  NJ 

NYU,  BS  '61 

40 

Liticorp/jonn  o  neeo 

9/1 
Z4 

4 

R7 

Chicago  IL 

MIT  R<;  'Kl 
IVII 1,  DO  oi 

IVIo  b3 

91 

Citizens  Bncp/Alfred  H  Smith  Jr 

793 

153 

62 

Washington  DC 

33 

Citizens  Banking/Robert  J  Vitito 

563 

94 

53 

Saginaw  Ml 

Michigan  State  U,  BBA  '65 

28 

City  National/Russell  Goldsmith 

764 

143 

46 

Chicago  IL 

Harvard,  BS  '71 

JD  '75 

1 

CNB  Bancshares/James  J  Giancola 

787 

152 

47 

New  York  NY 

Harvard,  BS  '70 

4 

Coast  Savings  Finl/Ray  Martin 

boo 

1  91 
III 

en 
bU 

Nogales  AZ 

97 

0/ 

Collective  Bncp/Thomas  H  Hamilton 

674 

116 

65 

Egg  Harbor  City  NJ 

Rutgers,  BS  '53 

41 

Colonial  BancGroup/Robert  E  Lowder 

544 

92 

54 

Tuscaloosa  AL 

Auburn  U,  BBA  '64 

15 

Comerica/Eugene  A  Miller 

377 

57 

58 

Detroit  Ml 

Detroit  Tech,  BBA  '64 

41 

Commerce  Bancshs/David  W  Kemper 

523 

88 

45 

Kansas  City  M0 

Harvard,  BA  '72 

Stanford  U,  MBA  '76 

18 

Commercial  Federal/William  A  Fitzgerald 

b4j 

III 

30 

Omaha  NE 

uicigniuii  u,  do  jo 

A  1 
41 

Compass  Bancshares/D  Paul  Jones  Jr 

765 

144 

53 

Birmingham  AL 

U  of  Alabama,  BS  '64 

NYU.  JD  '67 

18 

CoreStates  Financial/Terrence  A  Larsen 

345 

52 

49 

Chicago  IL 

U  of  Dallas,  BA  '68 

Texas  A&M,  PhD  71 

19 

Countrywide  Credit/David  S  Loeb1 

238 

38 

72 

New  York  NY 

NYU,  BS  '51 

27 

Crestar  Financial/Richard  G  Tilghman 

307 

46 

55 

Norfolk  VA 

Uof  Virginia,  BA  '63 

29 

UUMcM/rrUoL  DdNnciV  1  llUllldo  0  HUM 

71 Q 

ioU 

Do 

Qsn  Antnnin  TY 
Odd  HlltUIIIU  1  A 

Washington  &  Lee  U,  BS  '50 

HO 

Dauphin  Deposit/Christopher  R  Jennings 

755 

141 

52 

New  York  NY 

U  of  Pennsylvania,  BA  '65 

Uof  Penn-Wharton,  MBA '68 

9 

Dean  Witter  Discover/Philip  J  Purcell 

148 

27 

52 

Salt  Lake  City  UT 

U  of  Notre  Dame,  BBA  '64 

U  of  Chicago.  MBA  '67 

18 

Deposit  Guaranty/Emerson  B  Robinson  Jr 

629 

108 

54 

Centreville  MS 

Davidson  C,  BS  '63 

Harvard,  MBA  '67 

29 

Dime  Bancorp/James  M  Large  Jr 

526 

89 

64 

Philadelphia  PA 

Princeton,  BSE  '54 

7 

Downey  Financial/Stephen  W  Prough 

752 

140 

51 

Riverside  CA 

Colorado  CBS '66. 

2 

Rank  is  based  on  total  compensation  for  latest  fiscal  year.  Market  Value  of  CEO  stock  is  based  on  Apr.  17  stock  price  and  includes  all  classes  of  common.  Sales  and  profits  are  a 
ed  in  The  Forbes  500s  Annual  Directory  issue.  Five-year  return  is  average  annual  total  return  as  of  Mar.  31.  Sources  of  return  data:  Market  Guide  via  OneSource  Information  Services; 
Bloomberg  Financial  Markets.  'Percentage  change  is  for  combined  salary  and  bonus.  'Company  founder.  2Return  is  for  less  than  5-year  period.  Annualized  salary.  4Four-year  total,  ^t 
total.  6Less  than  0.01%.  7Less  than  $100,000.  Prior-year  data.  9New  CEO,  compensation  may  be  for  another  executive  office.  10New  CEO;  less  than  six  months'  service.    Director's  fee 
^Includes  shares  indirectly  held.  13Pa id  to  date.  "Received  options  or  restricted  stock  in  lieu  of  portion  of  salary  or  bonus.  NA:  Not  available. 
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-Compensation  - 


-Stock  owned- 


Company 


salary 

bonus 

% 

other 

stock  gains 

total    5-year  total 

% 

market  value 

sales 

profits 

5-year 

— ($thou) — 

change* 

 ($thou)  

($mil) 

— ($mil)— 

return 

>S25 

$349 

12% 

$105 

— 

$1,324 

$5,704 

0.33% 

$6.4 

$1,072 

$135 

25% 

Industry  medians 

495 

228 

NA 

1,858 

— 

2,581 

NA 

0.60 

12.8 

782 

137 

63 

Advanta 

760 

851 

25 

974 

2,585 

5,620 5 

0.12 

3.0 

4,398 

451 

11 

HF  Ahmanson 

500 

400 

29 

740 

1,064 

2,705 

5,594 4 

0.12 

2.1 

304 

168 

212 

Ambac 

877 

0/  / 

1  ,OOU 

A 
—4 

i  9AA 
4, £44 

9  mi 

£,OUO 

99  Cyl  A  4 

n  nc 
U.Uo 

14. j 

1  C  A  A  C 

lo,44D 

1  £C/1 
1,304 

1  8 

lo 

American  Express 

460 

400 

NA 

77 

9379 

NA 

0.17 

3.6 

1,507 

175 

24 

AmSouth  Bancorp 

355 

130 

6 

57 

102 

644 

3,495 

0.83 

5.4 

317 

47 

22 

Associated  Banc-Cp 

525 

126 

4 

787 

1,438 

3,123" 

1.72 

9.3 

444 

45 

302 

Astoria  Financial 

!  995 

1,124 

41 

2,305 

1 

4,561 

15,619 

0.11 

16.7 

8,971 

1,278 

14 

Banc  One 

j/  j 

48Q 
40  J 

0  J 

in 

4U 

1  1R9 
1 ,  oOL 

IN  M 

n  11 

U.00 

A  7 
4./ 

i  n/io. 
l,U4o 

ILL 

1 1 
11 

Bancorp  Hawaii 

330 

134 

-44 

1,157 

1,620 

3,661 4 

0.33 

1.7 

284 

36 

26 

BancorpSouth 

i  708 

1,500 

NA 

955 

2,177 

5,341 9 

NA 

0.12 

5.9 

5,411 

541 

45 

Bank  of  Boston 

1,047 

2,100 

-9 

1,751 

446 

5,344 

15,926 

0.23 

20.6 

5,327 

914 

34 

Bank  of  New  York 

531 

1,250 

NA 

2,258 

4,039s 

NA 

0.04 

11.3 

20,386 

2,664 

20 

BankAmerica 

3UU 

1,100 

MA 

999 

LLL 

1  887 
1,00/ 

MA 

n  ni 

n  7 
U./ 

q  o.no 
o,oliy 

^13 

1/ 

Bankers  Trust  NY 

j  350 

75 

15 

37 

462 

1, 1 62 5 

0.78 

11.4 

1,279 

146 

27 

BanPonce 

;  835 

935 

4 

1,209 

714 

3,693 

12,693 

0.17 

9.7 

3,680 

533 

26 

Barnett  Banks 

j  600 

390 

15 

823 

487 

2,300 

6,765 

0.35 

6.8 

1,019 

137 

47 

BayBanks 

200 

4,030 

-45 

4,774 

913 

9,917 

42,026 5 

3.19 

89.2 

4,383 

371 

23 

Bear  Stearns  Cos 

1  in? 

u 

J 

1  AfiQ 
1,403 

1  aw 

1,43/ 

l  (19814 
4,U/10 

14  inn 

14,3UU 

Q  K8 
J.30 

9en  1 

9  108 
,1,030 

1  r  1 

101 

01 
Li 

Beneficial 

[650 

500 

23 

506 

1,656 

6,595 

0.03 

1.5 

2,996 

419 

20 

Boatmen's  Bancshs 

275 

60 

NA 

15 

350' 

NA 

0.15 

0.6 

367 

49 

-2 

BOK  Financial 

i  550 

650 

44 

32 

1,232 

2,327 5 

— 

— 7 

1,072 

94 

-17 

Cal  Fed  Bancorp 

348 

143 

32 

20 

52 

562 

1,421 5 

0.11 

0.8 

436 

58 

21 

CCB  Financial 

win 

03U 

91  n 

Li\J 

1  R 
1 J 

1  m 

10U 

0  jU 

9  KIR 

n  kk 
u.oo 

1.0 

985 

Zoo 

91 

Li 

A  9 

Hi 

Center  Financial 

650 

0 

6 

22 

672 

NA 

0.24 

3.2 

851 

105 

25 

Central  Fidelity  Bks 

375 

181 

18 

83 

— 

639 

2,114" 

0.29 

2.4 

440 

58 

24 

Centura  Banks 

339 

239 

5 

46 

79 

702 

3,258 

0.38 

5.3 

1,141 

34 

38 

Charter  One  Finl 

850 

2,400 

30 

2,551 

5,801 

11,523s 

0.04 

13.3 

26,220 

2,970 

37 

Chase  Manhattan 

l,OUU 

1  nnn 

J,UUU 

1 
1 

4,U10 

1  7Kfl 

0 ,  /  0  u 

1  9  (17K 
lii, U/O 

9R  1  8/1 
Z3,lo4 

n  na 
u.uo 

97  7 

LI  .1 

11  son 

OI.OjU 

1  AQA 
0,404 

A7 
40 

Citicorp 

0 

10 

27 

131 

8.77 

39.4 

300 

36 

13 

Citizens  Bncp 

241 

113 

NA 

20 

656 

1.0309 

NA 

0.44 

1.8 

277 

34 

28 

Citizens  Banking 

420 3 

48 

NA 

— 

5 

473 

NA 

12.25 

74.3 

252 

49 

0 

City  National 

222 

44 

NA 

6 

2739 

NA 

0.09 

0.5 

320 

36 

18 

CNB  Bancshares 

JUU 

u 

u 

1  71 
I/O 

C71 
0/ J 

1  nnc; 

0,UUO 

n  1  /i 

U.14 

n  q 
U.o 

r  7  1 
0/  1 

11 
00 

OL 

Coast  Savings  Finl 

348 

146 

8 

26 

195 

716 

3,638 

4.02 

20.2 

368 

53 

42 

Collective  Bncp 

675 

240 

31 

6 

145 

1,066 

2,979 

9.98 

46.6 

301 

39 

38 

Colonial  BancGroup 

625 

560 

-4 

41 

364 

1,589 

6,804 

0.13 

6.7 

3,113 

413 

23 

Comerica 

509 

210 

6 

11 

374 

1,104 

4,909 

1.30 

17.2 

764 

108 

20 

Commerce  Bancshs 

j  /  j 

1  Ql 
1  jO 

1  A 

1U4 

1  /19 

qi  n 
olU 

1  /i/ie 

0,440 

1  1  /i 

1.14 

G  9 
O.Z 

Rnn 

JUU 

AQ 
4j 

cn 
ou 

Commercial  Federal 

450 

0 

-41 

17 

467 

6,750 

1.30 

16.6 

849 

110 

27 

Compass  Bancshares 

688 

576 

5 

496 

1,759 

7,865 

0.05 

4.3 

2,868 

452 

24 

CoreStates  Financial 

878 

1,121 

-35 

328 

2,327 

15,132 

1.94 

37.5 

1,285 

196 

31 

Countrywide  Credit 

605 

545 

:  17 

83 

1,970 

5,998 

0.18 

4.4 

1,525 

180 

33 

Crestar  Financial 

270 

150 

t; 
j 

173 
1  /  0 

J  JO 

1  S98 

0 ,  J£0 

2  78 

L.I 0 

1  s  n 

1  J.U 

l/li 
044 

4U 

40 

Piillon/Frnct  RanLorc 
ItUHeN/riuM  Ddlmcib 

375 

126 

14 

4 

505 

NA 

0.04 

0.3 

435 

66 

16 

Dauphin  Deposit 

2,800 

10 

5 

3,530 

18,777 

0.10 

9.1 

7,934 

856 

212 

Dean  Witter  Discover 

381 

407 

-5 

70 

858 

4,360 

0.45 

4.0 

495 

73 

34 

Deposit  Guaranty 

i  675 

377 

56 

49 

1,101 

3,644 

0.09 

1.1 

1,423 

62 

20 

Dime  Bancorp 

*  396 

102 

NA 

16 

514 

NA 

0.24 

0.9 

339 

21 

14 

Downey  Financial 
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Company/chief  executive 

 Rank 

Age 

Birthplace 

 Education — 

Tenure 
with 
firm 

among 
800  execs 

in 

industry 

undergraduate 

graduate 

FINANCIAL  SERVICES 

AG  Edwards/Benjamin  P  Edwards  III 

402 

62 

64 

St  Louis  M0 

Princeton,  BA  '53 

40 

Federal  Home  Loan/Leland  C  Brend 

261 

41 

54 

Sioux  Falls  SD 

'  U  of  Colorado,  BS  '67 

Northwestern  U,  PhD  '73 

14 

Federal  Natl  Mort/James  A  Johnson 

103 

17 

52 

Benson  MN 

U  of  Minnesota,  BA  '65 

Princeton,  MA  '68 

6 

Fidelity  Federal  Bank/Richard  M  Gi 

700 

ILL 

1  7  1 
1 J  1 

A  O 

48 

Fargo  ND 

1 1  n1  \A  tUn    DC  '70 

u  or  loano,  bo  u 

American  Grad  School,  MS  '73 

4 

Fifth  Third  Ranrnrn/Rpnrpp  A  Srhapfer  If 

467 

78  " 

51 

Cincinnati  OH 

US  Military  Acad,  BS  '67 

Xavier  U,  MBA  '74 

25 

Finova  Group/Samuel  L  Eichenfield 

169 

29 

58 

New  York  NY 

Amherst  C,  BA  '60 

9 

First  American/Dennis  C  Rottorff 

458 

77 

51 

Clarksville  IN 

Vanderbilt  U,  BE  '66 

Northwestern  U,  MBA  68 

5 

First  Bank  System/John r  'Jrundhofer 

58 

9 

57 

Los  Angeles  CA 

Loyola  U  (IL),  BA  '60 

USC,  MBA  '64 

6 

First  Chicago  NBD/Verne  G  Istock 

07yl 
ill 

/I  7 

4o 

cc 
55 

Grosse  Pointe  Ml 

11            filttrUinnn      DA  'CO 

U  ot  Michigan,  BA  b2 

MDA  'CO 

MBA  bo 

00 

33 

First  Citizens  Bcshs/Lewis  R  Holding 

746 

139 

68 

Smithf ield  NC 

U  of  North  Carolina,  BS  '50 

Harvard,  MBA  '52 

43 

First  Commerce/Ian  Arnof 

676 

117 

56 

McCrory  AR 

Vanderbilt  U,  BA  '61 

Harvard,  MBA '63 

18 

First  Commercial/Barnett  Grace 

696 

124 

51 

Batesville  AK 

SMU,  BBA  '66 

JD  '68 

24 

First  Empire  State/Robert  G  Wilmers 

678 

118 

62 

New  York  NY 

Harvard,  BA  '56 

14 

First  Financial/John  C  Seramur 

oi  n 
014 

CO 

JO 

Milwaukee  Wl 

MirnnoHA  II    DC  'CC 

Marquette  u,  do  o3 

on 
OU 

First  Hawaiian/Walter  A  Dods  Jr 

443 

73 

54 

Honolulu  HI 

U  of  Hawaii,  BBA  '67 

27 

First  Natl  Nebraska/F  Phillips  Giltner 

619 

106 

71 

32 

First  of  America  Bk/Richard  F  Chormann 

731 

135 

58 

Adrian  Ml 

Western  Michigan  U,  BBA  '59 

38 

First  Security/Spencer  F  Eccles 

668 

114 

61 

Ogden  UT 

U  of  Utah,  BS  '56 

Columbia,  MA  '59 

36 

First  Tennessee  Natl/Ralph  Horn 

"301 

CO 

CC 

33 

i/Orintn  mo 

Mississippi  State,  BS  '63 

00 
00 

First  Union/Edward  E  Crutchfield 

113 

18 

54 

Dearborn  Ml 

Davidson  C,  BA  '63 

U  of  Pennsylvania,  MBA  '65 

31 

First  USA/John  C  Tolleson 

230 

36 

47 

Ennis  TX 

21 

First  Virginia  Banks/Barry  J  Fitzpatrick 

706 

129 

56 

Washington  DC 

U  of  Notre  Dame,  BBA  '62 

American  U.  MBA  '72 

27 

Firstar/Roger  L  Fitzsimonds 

414 

64 

57 

Milwaukee  Wl 

Uof  Wise  Milwaukee,  BBA '60 

MBA  '71 

32 

FirstFed  Financial/William  S  Mortensen 

7C7 

/b/ 

1  A  c 

14b 

CO 

rniladelpma  rA 

ncr  dc  'C/i 
UoO,  Do  34 

41 

FirstMerit/John  R  Cochran 

727 

133 

53 

Council  Bluffs  IA 

U  of  Iowa,  BS  '66 

1 

Fleet  Finl  Group/Terrence  Murray 

132 

23 

56 

Woonsocket  Rl 

Harvard,  BA  '62 

34 

Franklin  Resources/Charles  B  Johnson 

649 

111 

63 

Montclair  NJ 

Yale,  BA  '54 

39 

Fulton  Financial/Rufus  A  Fulton  Jr 

771 

147 

55 

Dallas  TX 

Franklin  &  Marshall  C,  BA  '66 

30 

uai  A/Konaiu  n  z.ecn 

coc 

383 

yy 

3^ 

Reedsburg  Wl 

\/ilr\oroirn  II  QCTC'CC 

Valparaiso  u,  oott  o3 

u  or  wise  Mauison,  toa  □/ 

18 

Glendale  Federal  Bk/Stephen  J  Trafton 

612 

105 

49 

Mt  Vernon  WA 

Washington  State,  BS  '68 

6 

Golden  West  Finl/Manon  0  Sandler"5 

591 

101 

65 

Biddeford  ME 

Wellesley  C.  BA  '52 

NYU,  MBA  '58 

33 

Great  Western  Finl/John  F  Maher 

509 

86 

53 

Berkeley  CA 

MenloC,  BS  '65 

U  of  Pennsylvania,  MBA  '67 

10 

Green  Tree  Financial/Lawrence  M  Coss1 

1 

1 

57 

Miller  SD 

21 

GreenPoint  Financial/Thomas  S  Johnson 

COO 
300 

0  1 

yi 

CC 
33 

Racine  Wl 

TVInittJ  Onllnnn  PT     AD  'CO 

irinity  college  u,  Ab  be 

narvara,  mba  o4 

0 
0 

Hibernia/Stephen  A  Hansel 

448 

74 

48 

Long  Branch  NJ 

Wesleyan  C,  BA  '69 

Uof  Virginia,  MBA  '71 

4 

Household  Intl/William  F  Aldinger  III 

325 

50 

48 

Brooklyn  NY 

CUNY  Baruch,  BBA  '69 

Brooklyn  Law  School,  JD  '75 

2 

Huntington  Bancshs/Frank  Wobst 

431 

69 

62 

Germany 

Uof  Erlangen,  BA  "55 

Rutgers,  MBA  '64 

22 

KeyCorp/Robert  W  Gillespie 

254 

40 

52 

Cleveland  OH 

Ohio  Wesleyan  U,  BA  '66 

Case  Western,  MBA  '68 

28 

Keystone  Finl/Carl  L  Campbell 

7nc 
/05 

128 

CO 

3d 

Sunbury  PA 

Susquehanna  U,  BS  '65 

Od 
£4 

Lehman  Bros  Holding/Richard  S  Fu  1  d  Jr 

146 

26 

50 

New  York  NY 

U  of  Colorado,  BS  '69 

NYU,  MBA  '73 

27 

Long  Island  Bancorp/John  J  ConefryJr 

536 

90 

51 

New  York  NY 

Manhattan  C,  BS  '67 

3 

Magna  Group/G  Thomas  Andes 

432 

70 

53 

Lincoln  IL 

Illinois  State  U,  BS  '65 

31 

Marsh  &  McLennan/A  J  C  Smith 

209 

33 

62 

Scotland 

35 

Marshall  &  llsley/James  B  Wigdale 

453 

75 

59 

Milwaukee  Wl 

Stanford  U,  BA  '59 

34 

MBIA/David  H  Elliott 

161 

28 

54 

Canaan  CT 

Yale,  BA  '64 

Boston  U,  JD  '67 

20 

MBNA/Alfred  Lerner 

399 

60 

63 

New  York  NY 

Columbia,  BA  '55 

13 

Mellon  Bank/Frank  V  Cahouet 

64 

11 

63 

Boston  MA 

Harvard,  BA  '54 

U  of  Penn-Wharton,  MBA  '59 

9 

Mercantile  Bancorp/Thomas  H  Jacobsen 

352 

53 

56 

Chicago  IL 

Lake  Forest  C,  BS  '63 

U  of  Chicago,  MBA  '68 

7 

Mercantile  Bkshs/H  Furlong  Baldwin 

273 

42 

64 

Baltimore  MD 

Princeton.  AB  '54 _ 

40 

Mercury  Finance/John  N  Bnncat 

21 

3 

60 

Brooklyn  NY 

12 

Rank  is  based  on  total  compensation  for  latest  fiscal  year  Market  Value  of  CEO  stock  is  based  on  Apr.  17  stock  price  and  includes  all  classes  of  common.  Sales  and  profits  are 
ed  in  The  Forbes  500s  Annual  Directory  issue.  Five-year  return  is  average  annual  total  return  as  of  Mar.  31.  Sources  of  return  data:  Market  Guide  via  OneSource  Information  Services; 
Bloomberg  Financial  Markets.  *Percentage  change  is  for  combined  salary  and  bonus.  'Company  founder.  2Return  is  for  less  than  5-year  period.  Annualized  salary.  4Four-year  total.  ^ 
total.  6Less  than  0.01%.  less  than  $100,000.  Prior-year  data.  9New  CEO:  compensation  may  be  for  another  executive  office.  10New  CEO;  less  than  six  months'  service.  "Director's  ff 
"Includes  shares  indirectly  held.  13Paid  to  date.  ^Received  options  or  restricted  stock  in  lieu  ot  portion  of  salary  or  bonus.  :5Office  jointly  held  with  Herbert  M  Sandler.  NA:  Not  available 
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 Compensation—   — Stock  owned—   Company  data   Company 

salary    bonus        %       other     stock  gains     total    5-year  total     %     market  value       sales     profits  5-year 


— ($thou)— 

change* 

-($thou)  

($mil) 

— ($mil)— 

return 

$525 

$349 

12% 

$105 

— 

$1,324 

$5,704 

0.33% 

$6.4 

$1,072 

$135 

25% 

Industry  medians 

007 
38/ 

ooc 
yZb 

00 

ZZ 

1  QQ 

1  cm 

1,501 

6,393 

1.02 

15.6 

1,341 

154 

15 

AG  Edwards 

qcc 
(SbD 

OQ1 
034 

1  0 

-1Z 

0  1  00 

Z.loo 

n  c 07 
9,bZ/ 

n  nc 

U.05 

7.2 

n  c  1  n 

9,519 

i  nn  i 
1,U91 

on 
29 

Federal  Home  Loan 

onn 
oUU 

coo 

BOO 

A 
4 

A  0Q7 

1  0  7C0 

i  o, /by 

6 

o  n 
O.O 

oo  o  i  n 

22,249 

0  1  cc 
Z,lbb 

oc 

Zb 

Federal  Natl  Mori 

439 

150 

49 

589 

1,410s 

0.07 

0.2 

253 

-69 

NA 

FiHplitv  FpHpr;il  Rank 

721 

410 

15 

162 



1,293 

5,973 

0.16 

9.2 

1,479 

288 

29 

Fifth  Third  Bancorp 

con 
bZU 

CCQ 

1  0 

13 

o  non 
Z,UZU 

o  no7 
0,1)3/ 

7  n  A  L  c' 

/,04b 

n  a  o 

U.48 

6.9 

782 

no 

98 

oo  2 

28 

Finova  Group 

ccn 
bbU 

07C 
Z/3 

4 

1QO 

4yy 

1  OO/l 

l,oZ4 

0  701 
3,/Ul 

n  oo 
U.32 

4.1 

730 

103 

41 

First  American 

con 
bZU 

i  noc 

1 

1  7/1 
1/4 

C  CI  c 
3,313 

7  0O0 

/.oyj 

1  7  001 

l/,884 

n  i  c 
U.lb 

13.6 

3,297 

568 

00 

32 

First  Bank  System 

746 

550 

12 

445 

372 

2,113 

NA 

0.06 

7.6 

10  681 

1,150 

14 

Fir^t  Thirapn  NBD 

529 

0 

-1 

9 

538 

2,519 

10.65 

72.9 

563 

57 

23 

First  Citizens  Bcshs 

coc 
3Z3 

1  7C 
1/D 

b 

1  A 
14 

7  1  A 
1  14 

C  A  OC 

b,4o3 

n  on 
U.39 

A  0 

4.8 

738 

7C 

/b 



31 

— ;  

First  Commerce 

000 

01  1 
Zl  1 

i  n 

1U 

1 1 
11 

CO 

by 

CCA 
b34 

0  ooc 

z.yzo 

1  1  c 

1.1b 

0  0 

9.0 

one 
o9b 

c  7 
5/ 

on 
29 

First  Commercial 

/inn 
4UU 

onn 
oUU 

i  n 
1U 

1  0 

lo 

7 1  0 

/  lo 

1  0  077 

IZ,3// 

0  0/1 

0.94 

1  0  0  c 

138. b 

i  n70 

1,0/8 

1  0  1 

131 

30 

First  Empire  State 

680 

272 

15 

243 

719 

1,913 

6,280 

2.23 

14.5 

462 

64 

43 

Firct  Financial 

r  MM  1  IHdliLlal 

776 

313 

46 

261 

1,350 

5,737 

0.87 

7.5 

655 

77 

6 

First  Hawaiian 

4Uo 

A  OC 
4ob 

MA 
NA 

oc 

Q7Q8 
0/0 

MA 

NA 

0  CO 

z.5y 

oc  n 

3b. y 

oon 

8z9 

00 

82 

io2 

4Z 

r~ ■  _ i,  fci  _ m  _  l.  _    .  i,  _ 

First  Natl  Nebraska 

/t  C  yl 

404 

A  A 
44 

MA 

7n 

/u 

CCQ9 

bbo 

MA 

NA 

n  no 
U.U3 

n  o 
U.O 

0  110 

Z.143 

007 

23/ 

i  n 

19 

First  of  America  Bk 

CI  1 

D44 

1  CO 

lod 

u 

00 

33 

7in 
/4U 

o  7nc 
3,/Ub 

0  7C 

1. 10 

49.2 

1,193 

120 

31 

First  Security 

457 

223 

7 

861 

1,542 

3,906  s 

0.50 

10.2 

1,319 

165 

36 

Firct  Tpnnpccpp  N^tl 
I  1 1  3  L    ICIMICojCC    11a  U 

850 

1,700 

53 

1,889 

149 

4,588 

15,127 

0.04 

5.8 

10,583 

1,430 

27 

First  Union 

con 
bZU 

con 
bZU 

1  0 

iy 

70 
1  L 

1  i  nc 
1,10b 

0  110 

2,418 

1  0  C  A  0 

13,548 

1  C  0 

l.bo 

L  1  7 

51./ 

1,298 

Oil 

211 

oo  2 

83 

r-;_ _i  MCA 

First  USA 

ocn 
33U 

1  cc 

loo 

CO 

bZ 

A  0 

4y 

C7 
01 

coo 
bZo 

MA 

INA 

n  n7 
U.U/ 

n  n 
U.9 

CC  1 

bb4 

1  1  0 

11Z 

0 1 

21 

First  Virginia  Banks 

C1  7 
01/ 

O/IO 

7 

A  QO 

4oo 

1  110 

i,44y 

c  no  1 
b.UZl 

n  no 

u.uy 

0  0 

Z.8 

1  7in 
1./4U 

000 

ZZb 

00 

Z8 

Firstar 

342 

95 

33 

18 

456 

6,190 

2.17 

3.7 

310 

7 

_4 

Fir<:tFpH  Fin^nrisl 
riioircu  riiiainiai 

333 

140 

NA 

104 

577 

NA 

0.34 

3.5 

485 

26 

25 

FirstMerit 

000 

yyz 

i  onn 

i,yuu 

01 

Zl 

OC/1 

yb4 

0  occ 
3, ebb 

1  0  C71 

1Z.3/4 

n  no 

u.uy 

0  0 

y.8 

7  07C 

/,8/b 

c  i  n 
blU 

oc 
25 

Fleet  Finl  Group 

CIO 

ocn 
ZbU 

b 

on 
ZU 

700 

/yo 

o  o/in 
o,o4U 

10  07 

19.8/ 

070  0 

8/8.8 

QC7 

85/ 

oon 
Z8U 

0  7 

LI 

Franklin  Resources 

QC1 

3bl 

01 

Zl 

1  0 

lo 

C/1 

34 

IOC 

43b 

1  01C  5 

1,34b 

n  1 1 
U.1I 

n  7 
U./ 

occ 
Zbb 

1  c 
4b 

1  0 

iy 

Fulton  Financial 

400 

247 

NA 

322 

9699 

NA 

0.11 

1.1 

1,233 

101 

10 

GATX 

650 

240 

37 

3 

893 

3,679' 

_6 

 7 

1.134 

56 

-36 

Glendale  Federal  Bk 

001 

n 

c 
D 

1  c 
13 

0/1  c 

y4b 

1  0  0  1  c 

lZ.olb 

0  C1 

o.bl 

OC  1  7 

Zbl./ 

o  i7n 
Z,4/U 

ooc 
Z3b 

1  0 

13 

boiden  West  rini 

ccn 

bbU 

ono 
oUo 

MA 

NA 

1  00 
130 

1  1/179 

1,14/ 

MA 

INA 

n  1 7 
U.l/ 

C  1 

b.l 

o  ccc 
o,bbb 

OC  1 

Zbl 

1  0 

1Z 

breat  western  rinl 

10/1 
404 

C  C  1/17 

bb,14/ 

1  oc 
IZb 

cc  con 
bb.boU 

lio  1  no 

1  ly.iuo 

0  01 

3.34 

1  CI  c 

lb4.b 

C70 

b/Z 

oci 
Z34 

71 

/4 

Green  Tree  Financial 

538 

425 

20 

117 

1,080 

3,334  s 

0.59 

8.8 

732 

108 

20 2 

(^rppriPnint  Finanr  ial 

500 

468 

13 

376 

1,344 

3,771 4 

0.12 

1.5 

615 

124 

15 

Hibernia 

7nn 
/UU 

OQO 
030 

MA 

NA 

OQO 

Zoo 

1  07C 

1,0/3 

MA 

INA 

n  no 
U.UZ 

i  i 
1.4 

C  1  1  A 

b,144 

/ICO 

43o 

00 

zy 

nousenoio  inti 

ono 
oUo 

inn 
4UU 

-11 

i  no 
1U3 

00 
00 

1  onn 

i.oyy 

n  ooc 
y.oZb 

n  co 
U.33 

1  7  1 
11. 1 

i  71  n 
1,/1U 

01  c 

Z45 

07 

LI 

Huntington  Bancshs 

7C/1 

/D4 

Af\A 

4U4 

MA 

NA 

C  1  7 

31/ 

C  7  1 

5/1 

2,24/ 

M  A 

NA 

n  n7 
U.U/ 

C  1 

b.l 

c  nci 
b,Ub4 

700 

/89 

00 

Li 

KeyCorp 

330 

129 

_2 

53 

117 

629 

2,453 

0.22 

1.7 

414 

61 

17 

Kpv^tnnp  Finl 

750 

1,450 

54 

1,376 

3,576 

14,959s 

0.19 

5.1 

14.281 

301 

262 

Lehman  Bros  Holding 

cnn 
bUU 

ocn 

250 

11 

234 

1,084 

i  Tin  5 

1,730 

n  oo 
U.JO 

0  7 

2./ 

occ 

3bb 

A  C 

4b 

C02 

53 

Long  Island  Bancorp 

07C 

1  00 

i  n 
19 

Sol 

cnn 

509 

i  onil4 

1,394 

n  co 
U.39 

0  0 

i.i 

ooc 
o9b 

C  1 

51 

00 
Li 

Magna  Group 

1  IOC 

1,125 

77  C 

/ /5 

4 

699 

2,599 

lo,2b2 

n  07 

U.z/ 

i  7  n 

1/.9 

0  770 

3.//U 

i  no 
4U3 

5 

Marsh  &  McLennan 

550 

275 

6 

510 

1,335 

5532  * 

0.32 

7.6 

1,349 

193 

23 

Marshall  &  llsley 

525 

225 

-16 

214 

2,246 

3,210 

8,749 

0.05 

1.4 

462 

271 

18 

MBIA 

1,505 

0 

44 

1,505" 

5,744 

12.93 

795.7 

2,565 

353 

42 

MBNA 

860 

645 

31 

2,200 

3,192 

6,898 

26,186 

0.26 

19.0 

4,514 

691 

31 

Mellon  Bank 

574 

516 

6 

643 

1,733 

6,972 

0.27 

7.5 

1,398 

217 

24 

Mercantile  Bancorp 

747 

488 

43 

108 

772 

2,115 

6,468 

0.39 

4.8 

555 

104 

13 

Mercantile  Bkshs 

360 

1,618 

14 

9 

10,965 

12,953 

25,087 

1.58 

33.1 

348 

111 

37 

Mercury  Finance 

Forbes  ■  May  20,  1996 
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Company/chief  executive 

 Rank  

Age 

Birthplace 

 Education — 

Tenure  (y 

among 

in 

undergraduate 

graduate 

with 

800  execs 

industry 

firm 

FINANCIAL  SERVICES 

h  A      .  «  i  1  1     1  iiHAU/Dnnlnl    D    T*i  .  1  1 

Merrill  Lynch/Daniel  r  I u My 

CC 
00 

R/i 

04 

uueens  m 

<;t  Inhn'c  II  NV  RRA  'CO 

oi  jonn  s  u  1N1,  bba  0 j 

/in 
4U 

HA^*l/*     InoAKlMAnlAdlllinM    LI    1  Ann 

MCalC  Investment/William  H  Lacy 

101 

j  i 

ci 
01 

unicago  il 

u  or  wise  rviuwauKee,  ddh  db 

oc 
id 

JP  Morgan  &  Co/uouglas  A  Warner  III 

1 1  A 
114 

1  Q 

iy 

4y 

Cincinnati  OH 

T3ie,  DA  bB 

OQ 
til 

Mnrcisn  ^tanlpv/Rirharri  R  FkIipt 
iviuigali  O  id  1 1  ic  jl  n  il  I  la  I U  J  moiici 

26 

5 

59 

Philadelphia  PA 

Princeton,  BA  '57 

Harvard,  MBA  '62 

34 

National  City/David  A  Daberko 

455 

76  • 

50 

Akron  OH 

Denison  U,  BA  '67 

Case  Western,  MBA  '69 

28 

Natl  Commerce  Bncp/Thomas  M  Garrott 

70/1 
1 IH 

1 00 

lil 

cq 
08 

Memphis  IN 

Wm/Whilt  1!    DC  '£Q 

vanaeruiit  u,  bo  oy 

II           Dnnn    lllh^rtrr     MDA  'CO 

u  ot  renn-wnsrton,  mba  bl 

1  0 

lo 

NationsDanK/nii{;n  L  iwXOII  Ji 

CC 
00 

1  9 

en 

DU 

Ronnotfcwillo  CC 

Benneusviiie  00 

II  nf  Nr\r+h  r^rnlin^    DC  'R7 

u  oi  iNonn  uaronna,  do  d/ 

07 
0/ 

North  Fork  Bancorp/Jonn  Ad 3111  Kanas 

DU7 

8C 
80 

/1Q 

4y 

East  Moriches  NY 

1  III   DA  'CO. 
LIU,  DM  DCS 

OC 

lo 

Mnrthprn  Tmsi/WilliAin  A  fRhnrn 

471 

79 

48 

Argos  IN 

Northwestern  U,  BA  '69 

MBA  73 

26 

Norwest/Richard  M  Kovacevich 

139 

25 

52 

Enumclaw  WA 

Stanford  U,  BS  '65 

MS  '66 

10 

 . — 

Old  Kent  Financial/David  J  Wagner 

48U 

on 
BU 

/I9 
HI 

C 1  n c  1  n n 3 ti  OH 

In/liin/i  tl     DA  '7k 

inoiana  u,  ba  /o 

MDA  '7C 

MBA  /b 

1  0 

iy 

Old  National  Bncp/John  N  Royse 

7Q9 
161 

1  cn 
10U 

CO 
OZ 

Terre  Ha  ute  IN 

Amhnrrf  O     DA  'CC 

Amnerst  l.,  da  Ob 

OnBancorp/Robert  J  Bennett 

7/19 

mi 

n7 
10/ 

04 

Fitch  burg  MA 

D'lhcnn  O    DC  'CI 

oauson    do  bo 

II  nf  Mif  nrhurA+l'     MDA  'CC 

u  ot  Massachusetts,  mba  bb 

y 

One  Valley  Bncp  WV/J  Holmes  Morrison 

743 

138 

55 

New  York  NY 

Washington  &  Lee  U,  AB  '63 

JD  '66 

29 

PaineWebber  Group/Donald  B  Marron 

60 

10 

61 

Goshen  NY 

37 

People  s  Bank/David  E  A  Carson 

AQO 

8/1 

84 

01 

England 

II  ni  r/l.^hin-an    DDA  '  K  ^ 

u  or  ivncnigan,  dda  do 

1  0 
10 

rNU  DanK/momas  n  u  brien 

one 
OUD 

A  C 
40 

cq 

oy 

rluSOUrgn  rA 

II        Mntro  Aimo    DC  '^Q 

u  oi  Notre  usrne,  do  ob 

Uor„irif    MDA  'CO 

narvaro,  mba  b^ 

O/l 

o4 

Provident  Bncp/Allen  L  Davis 

aoa 

4Z4 

Cfi 
08 

c/i 

04 

uayton  un 

II  nl  /"'.nrirint      DDA  'CI 

u  oi  i_> t nc i n na ti ,  bba  b4 

1  0 

11 

Quick  &  Reilly  Group/Leslie  C  Quick  Jr' 

232 

37 

70 

Brooklyn  NY 

Widener  U,  BSBA  '50 

22 

RCSB  Financial/Leonard  S  Simon 

600 

103 

59 

Passaic  NJ 

MIT,  BS  '58 

Columbia,  PhD  '63 

27 

Regions  Financial/J  Stanley  Mackin 

0/3 

cc 

00 

CO 
00 

■ 

Birmingham  AL 

AuKiirn  II     DC  'C/l 

Auburn  u,  do  o4 

on 
oU 

Republic  New  York/Walter  H  Weiner 

cqc 
Dob 

1  nn 
1UU 

CC 

DO 

Brooklyn  ny 

II   nf  tiA'ifh  i  rri  n     DA  'CO 

u  oi  micnigan,  da  oz 

in  'to 
JU  Do 

1  c 
lb 

Riggs  National/Joe  L  Allbritton 

c.79 

Oil 

OS 
jO 

71 
/ 1 

LI  L0  Mo 

Rowlnr  II    IIP  '/1Q 

oayior  u,  lld 

10 

Roosevelt  Finl  Group/Stanley  J  Bradsha w 

704 

127 

38 

Terre  Haute  IN 

Indiana  State  U,  BS  79 

Butler  U,  MBA  '84 

10 

St  Paul  Bancorp/Joseph  C  Scully1 

436 

71 

55 

Detroit  Ml 

Loyola  U  (IL),  BS '62 

MBA  '72 

33 

Sallie  Mae/Lawrence  A  Hough 

ion 

CQ 
08 

D/ 

11 

Janesville  Wl 

Ct-infnrH  II    DC  'CC 

M3niora  u,  Bo  bb 

MIT  MC  '70 
Mil,  IVIo  Ii 

00 

li 

Salomon/Robert  E  Denham 

C71 
0/1 

07 

y/ 

cn 
DU 

Hollor  TV 

uanas  ia 

U  of  Texas  Austin,  BA  '66 

UoncirH    lh  '71 

narvaro,  ju  /  i 

0 

unanes  ocnwaD/tnaries  n  ocnwaQ 

30 

JO 

7 

1 

CR 
08 

Sacramento  CA 

CtonfnrH  11   RA  '^Q 

oianioro  u,  ba  oy 

MRfl  'CI 
IVI  DM  bl 

99 
11 

Signet  Banking/Robert  IVI  Freeman 

312 

47 

55 

Richmond  VA 

U  of  Virginia,  BS  '63 

25 

Southern  National/John  A  Allison  IV 

669 

115 

47 

Charlotte  NC 

U  of  North  Carolina,  BBA  '71 

Duke  U,  MBA  '74 

25 

SouthTrust/Wallace  D  Malone  Jr 

400 

Q9 

CQ 

oy 

Il  nth  in  Al 

uoinan  ml 

11  a4  Alnh^rYi-n    DC  '£7 

u  ot  MiaDama,  do  d/ 

U  of  Pennsylvsnis,  MBA  60 

07 
0/ 

Sovereign  Bancorp/Jay  S  Sidhu 

COA 

oy4 

1  90 
Hi 

/i  a 
44 

India 

lA/ilLnr  P   MDA  '70 

wiiKes  t,  MBA  Ii 

i  n 
1U 

Standard  Federal/Thomas  R  Ricketts 

c  C  VI 

Db4 

OC 

yo 

CC 

oD 

rV.fr  A  it-  Ml 

Detroit  ivn 

u  ot  ivncnigan,  ddm  do 

in  'cc 
JU  Db 

An 

4U 

Star  Banc/Jerry  A  Grundhofer 

401 

61 

51 

1  ns  Anpplps  f.A 

LU)  nngciL  J  ufl 

1  nvnla  Marvmnnnt  II  RA  'fi7 

3 

State  Street  Boston/Marshall  N  Carter 

489 

83 

56 

Newport  News  VA 

US  Military  Acad,  BSCE '62 

George  Washington  U,  MA  '76 

5 

Sumitomo  Bank  Calif/Tsuneo  Onda 

7Q1 
/SI 

1  A  O 

i4y 

cc 
00 

Japan 

TnLun  II   1  1  D  'CC 

lokyo  U,  LLB  bO 

01 

oi 

Summit  Bancorp/T  Joseph  Semrod 

ono 
iui 

44 

CQ 

oy 

UKianoma  tity  ui\ 

II  ni  OLInhnmo    RA  'R8 

u  ot  UKianom3,  ba  db 

in  'CO 
JU  bo 

10 

SunTrust  Banks/James  B  Williams 

04U 

C 1 
01 

CO 

bo 

Sewsnee  TN 

Tmnni  11    AD  'CC 

tmory  u,  ab  od 

A  1 
41 

Synovus  Finl/James  H  Blanchard 

520 

87 

54 

Aupnsta  GA 

nUgLIJLQ  Un 

U  of  Georgia  BBA  '63 

u  ui  ucui  gi(i,  uun    u j 

LLB  '65 

26 

TCF  Financial/William  A  Cooper 

420 

66 

52 

Detroit  Ml 

Wayne  State  U,  BS  '67 

11 

t             r»        /c  11 

Travelers  Group/Sanford  1  Weill 

O 
J 

0 

co 
bo 

New  TOTK  NY 

r>nrrlrtM  da  'CC 

tornen,  ba  do 

i  n 

1U 

Trustmark/Frank  R  Day 

1  1  9 

CQ 
Do 

Aberdeen  MS 

U  of  Mississippi,  BA  '53 

08 
08 

UMB  Financial/R  Crosby  Kemper 

664 

113 

69 

Kansas  City  M0 

46 

Union  Planters/Benjamin  W  Rawlins  Jr 

609 

104 

58 

Murfreesboro  TN 

Vanderbilt  U,  BA  '61 

Georgia  State  U,  MBA  '69 

22 

UnionBanCal/Kanetaka  Yoshida 

758 

142 

58 

Japan 

Tokyo  U,  LLB  '62 

34 

United  Carolina  Bcsh/E  Rhone  Sasser 

730 

134 

59 

Columbus  NC 

NC  State  U,  BS  '59 

29 

US  Bancorp/Gerry  B  Cameron 

421 

67 

57 

Grandview  WA 

Portland  State  U,  BS  '62 

40 

Valley  Natl  Bancorp/Gerald  H  Lipkin 

558 

93 

55 

Passaic  NJ 

Rutgers,  BA  '63 

NYU,  MBA  '66 

21 

Wachovia/Leslie  M  Baker  Jr 

409 

63 

54 

Lovettsville  VA 

U  oi  Richmond,  BA  '64 

Uof  Virginia,  MBA  '69 

27 

Rank  is  based  on  total  compensation  for  latest  fiscal  year.  Market  Value  of  CEO  stock  is  based  on  Apr.  17  stock  price  and  includes  all  classes  of  common.  Sales  and  profits  are  as 
reported  in  The  Forbes  500s  Annual  Directory  issue.  Five-year  return  is  average  annual  total  return  as  of  Mar.  31.  Sources  of  return  data:  Market  Guide  via  OneSource  Information  Servic 
Bloomberg  Financial  Markets.  'Percentage  change  is  for  combined  salary  and  bonus.  'Company  founder.  2Return  is  for  less  than  5-year  period.  "'Annualized  salary.  "Four-year  total,  ^hr 
year  total.  6Less  than  0.01%  7Less  than  $100,000.  8Prior-year  data.  9New  CEO;  compensation  may  be  for  another  executive  office.  10New  CEO;  less  than  six  months'  service.  "Director's 
only.  1  Includes  shares  indirectly  held.  13Paid  to  date.  '"Received  options  or  restricted  stock  in  lieu  of  portion  of  salary  or  bonus.  ^Figures  are  for  ten  months  ending  11/30/95.  NA:  Not  avai 
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 Compensation   — Stock  owned—   Company  data   Company 

salary    bonus        %       other     stock  gains     total    5-year  total     %     market  value       sales     profits  5-year 


— ($thou)— 

change* 

($thou)  

($mil) 

— ($mil) — 

return 

<  $525 

$349 

12% 

$105 

— 

$1,324 

$5,704 

0.33% 

$6.4 

$1,072 

$135 

25% 

Industry  medians 

500 

4,644 

6 

1,511 

-  -.,  t  -— 

6,654 

39,483 

0.31 

32.1 

21,513 

1,114 

31 

Merrill  Lynch 

487 

400 

31 

75 

1,872 

2,834 

7,901 

0.48 

15.4 

618 

208 

30 2 

MGIC  Investment 

592 

1,816 

23 

682 

1,497 

4,586 

NA 

0.02 

3.5 

13,838 

1,296 

17 

JP  Morgan  &  Co 

All 

Ml 

A  1  07 

4,18/ 

77 
II 

1  OCQ 

C  1  7Q 
3,1/0 

11,11)1 

O  A  A70 
04,3/0 

o  /to 
2.42 

nr  r 

1/3.3 

1  A  7  A  7 

iu, /y  / 

CAA 

buy 

00 

11 

Morgan  Stanley 

499 

300 

NA 

328 

204 

1,332s 

NA 

0.04 

3.2 

3,450 

465 

21 

National  City 

334 

242 

16 

9 

— 

585 

1,606s 

4.10 

30.5 

300 

49 

27 

Natl  Commerce  Bncp 

900 

2,600 

17 

3,357 

6,857 

24,747 

0.14 

33.1 

16,327 

1,950 

22 

NationsBank 

507 

500 

49 

59 

89 

1,155 

3,301 

0.85 

4.9 

254 

52 

29 

North  Fork  Bancorp 

a  i  a 
41U 

Id  I 

MA 

NA 

coo 
Oil 

QQ 
33 

1  OOO'^ 
1/67 

MA 

INA 

A  1  O 

U.lo 

A  A 
4.U 

1   7  00 

l,/o7 

OOA 

22U 

1  A 

iy 

Northern  Trust 

820 

2,187 

4 

667 

3,674 

20.7184 

0.16 

20.6 

7,582 

956 

27 

Norwest 

480 

264 

45 

252 

240 

1,236 

NA 

0.14 

2.4 

1,096 

142 

24 

Old  Kent  Financial 

292 

0 

38 

59 

— 

351 

NA 

0.64 

5.3 

394 

52 

16 

Old  National  Bncp 

500 

0 

2 

43 

543 

4,421 

0.84 

3.9 

461 

45 

29 

OnBancorp 

o^a 

04U 

1  A(\ 
14U 

1 o 

10 

A 

4 

C7 
3/ 

341 

0  A00 

A  Art 
U.U4 

A  O 

1)7 

OOA 

o7U 

A  O 
43 

li 

une  vaney  bncp  wv 

800 

2,975 

50 

1,060 

2,475 

7,310 

33,207 

0.79 

15.6 

5,320 

81 

20 

PaineWebber  Group 

492 

250 

2 

73 

378 

1,194 

3,666 

0.18 

1.4 

608 

71 

42 

People's  Bank 

900 

657 

42 

203 

223 

1,982 

12,339 

0.05 

5.5 

6,110 

408 

18 

PNC  Bank 

567 

525 

12 

326 

1,419 

5,498 

0.84 

7.4 

519 

72 

34 

Provident  Bncp 

C7C 
01  J 

1  7AA 

1A 

in 

on 

OU 

£,4U3 

Q  1  C1 
0,101 

1  C  Ort 
1074 

1  00  C 

A  1  1 
411 

C7 
3/ 

1A 
04 

Ani(.|/    O     Dnillw    C~  r  M  i 

uuick  &  Keiny  uroup 

397 

250 

_9 

134 

149 

930 

3,147 

0.51 

1.6 

321 

38 

23 

RCSB  Financial 

600 

553 

31 

320 

132 

1,605 

8,625 

0.33 

8.5 

1,177 

173 

19 

Regions  Financial 

!  208 

755 

-23 

6 

— 

968 

5,704 

0.09 

3.1 

2,860 

289 

12 

Republic  New  York 

[  380 

570 

25 

58 

1,008 

3,637 

30.90 

114.7 

373 

88 

0 

Riggs  National 

A  AA 
4UU 

1  oc 
lis 

1  A 

-1U 

1  n 
1U 

no 
30 

COO 

boo 

O  Alt. 

0,4/3 

A  C/l 

U.b4 

C  1 
3.1 

coo 
oil 

A  c 
43 

c  1 
31 

Roosevelt  Finl  Group 

372 

154 

-18 

144 

717 

1,387 

4,452 

0.48 

2.2 

312 

36 

27 

St  Paul  Bancorp 

525 

210 

12 

404 

404 

1,542 

7,184 

0.23 

9.7 

3,917 

366 

11 

Sallie  Mae 

1,000 

0 

0 

10 

— 

1,010 

4,484 4 

0.02 

1.0 

8,933 

457 

8 

Salomon 

800 

8,606 

187 

25 

9,431 

22,286 

20.03 

774.7 

1,777 

173 

55 

Charles  Schwab 

ODD 

a  a  a 
44  U 

-L 

OCO 
003 

CCO 
300 

1  0078 
1,37/ 

7  A  Q 1 

/,4oi 

A  OC 

U/b 

0  c 
0.0 

1  1  A  C 
1,143 

1  Ort 

lo4 

34 

Signet  Banking 

406 

192 

4 

139 

737 

3,110 

0.07 

1.8 

1,775 

178 

24 

Southern  National 

695 

460 

17 

67 

1,222 

7,814 

1.46 

34.5 

1,693 

199 

32 

SouthTrust 

195 

460 

6 

5 



660 

3,857 

1.71 

8.5 

519 

56 

39 

Sovereign  Bancorp 

992 

0 

6 

35 



1,027 

7,167 

0.12 

1.5 

991 

120 

37 

Standard  Federal 

cot 

Old 

701 
101 

0 

9 

OQ 
30 

1  cr\A 
1,31)4 

3  £01  5 
0,33l 

A  1  O 

U.lo 

0  C 
L.Z 

QAQ 
043 

1  07 
10/ 

OO 

zy 

otar  Banc 

750 

456 

-1 

5 

1,210 

6,829 

0.01 

0.4 

2,446 

247 

19 

State  Street  Boston 

358 

0 

NA 



358 

NA 

0.01 

 7 

416 

-107 

3 

Sumitomo  Bank  Calif 

708 

559 

16 

515 

214 

1,995 

7,232 

0.21 

8.2 

1,720 

243 

32 

Summit  Bancorp 

700 

302 

4 

769 

— 

1,771 

7,609 

0.46 

36.2 

3,740 

566 

24 

SunTrust  Banks 

4/5 

OCC 
ODD 

A  1 

41 

OQA 

1  110 

0,334 

A  CO 

1  C  A 
10. 1) 

QC7 
33/ 

1 1  c 

113 

OA 
OU 

Synovus  Finl 

600 

615 

41 

223 

1,438 

7,323 

2.07 

24.5 

740 

62 

42 

TCF  Financial 

1,025 

4,304 

45 

2,255 

41,971 

49,555 

199,673 

1.31 

251.4 

17,624 

1,834 

36 

Travelers  Group 

450 

300 

36 

6 

756 

2,533 

4.04 

33.1 

408 

60 

31 

Trustmark 

627 

0 

3 

27 

94 

748 

3,331 

16.37 

116.4 

501 

52 

14 

UMB  Financial 

joj 

1 1 

3,41i 

C.  s 

3.3 

33H 

103 

lO 

llnirtn  Plantorc 
U  MIL) II  r  idi  llci  3 

466 

0 

-4 

34 

500 

1,402 5 

 6 

0.2 

1,550 

207 

NA 

UnionBanCal 

395 

158 

-13 

16 

569 

2,866 

0.48 

2.5 

331 

44 

25 

United  Carolina  Bcsh 

700 

630 

75 

105 

1,435 

2,982 5 

0.07 

3.4 

2,917 

329 

17 

US  Bancorp 

422 

260 

-6 

143 

223 

1,048 

4,244 

0.35 

3.6 

338 

63 

28 

Valley  Natl  Bancorp 

596 

387 

8 

305 

198 

1,487 

3,523 5 

0.09 

6.4 

3,755 

603 

16 

Wachovia 
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Company/chief  executive 

 Rank 

Age 

Birthplace 

 Education — 

  Tenure 

among 

in 

undergraduate 

graduate  with 

800  execs 

industry 

firm 

FINANCIAL  SERVICES 

Washington  Federal/Guy  C  Pinkerton 

780 

148 

61 

Seattle  WA 

U  of  Washington,  BA  '59 

31 

Washington  Mutual/Kerry  K  Killinger 

627 

107 

46 

Des  Moines  IA 

U  of  Iowa,  BBA  '70 

MBA '71  20 

Wells  Fargo/Paul  M  Hazen 

184 

30 

55 

Lansing  Ml 

U  of  Arizona,  BA  '63 

U  of  Cal  Berkeley,  MBA  '64  26 

Wilmington  Trust/Leonard  W  Quill 

635 

109 

64 

Wilmington  DE 

U  of  Delaware,  BS  '59 

MBA  '65  38 

Zions  Bancorp/Harris  H  Simmons 

567 

96 

41 

Salt  Lake  City  UT 

U  of  Utah,  BA  '77 

Harvard,  MBA '80  15 

FOOD  DISTRIBUTORS 

Albertson's/Gary  G  Michael 

occ 

033 

0 

cc 

Laurel  MT 

1)  nf  Mikn    DP  'CO 

U  oi  luano,  do  ol 

on 

oU 

American  Stores/Victor  L  Lund 

19/ 

i 

A  O 

4o 

O^lt  1  nl>n  Pit,,  1  IT 

bait  LaKe  uty  Ul 

u  or  Utah,  Bb  by 

MD  A  '70                                                  1  n 

mba  u  iy 

C\rr\&  K/lnhn  f-  Antinrn 

673 

18 

46 

Rrnnklvn  NY 

u  1  uuni y 1 1  hi 

Npw  York  Inst  nf  Tprh  RS  '71 

iiw¥   I'll  n  Miji  <j  I   icon,  uj    /  i 

5 

Darden  Restaurants/Joe  R  Lee 

751 

23 

55 

BlackshearGA 

29 

Flagstar  Cos/James  B  Adamson 

267 

4 

48 

Japan 

Gonzaga  U,  BBA  '71 

1 

Fleming  Cos/Kooert  t  Mautn 

700. 

Hi 

01 

Dl 

uooge  uty  Kb 

Kansas  Mate  U,  do  bb 

1  0 

19 

rood  Lion/lorn  L  omitn 

A  73 
4/0 

1 1 
11 

3D 

Salisbury  NC 

uatawoa  u  da  d4 

oc 
Zb 

f^iant  FnnH/Pptp  1  Mann*; 

774 

24 

59 

Wachinptnn  DC, 

ii a o ii i ii c iui i  u\j 

fiPnrcfp  Washmptnn  II  'Sfi 

U CU 1  £ C  VrajlllllglUII  Up  U\J  JU 

MS  '61  35 

Grand  Union/Joseph  J  McCaig 

374 

6 

51 

Brooklyn  NY 

35 

Great  A&P  Tea/James  Wood 

459 

10 

66 

England 

Loughborough  C,  CB  '55 

16 

Hannaford  Bros/Hugh  G  Farnngton 

DoZ 

1  Q 

iy 

El 

Dl 

North  Conway  NH 

n-srtmmil'h    DA  'C7 

II  ni  Mom  Unmnrhirr,    MA  'CO  OQ 

u  ot  roew  nampsnire,  ivia  bo  La 

Kroger/Joseph  A  Pichler 

A  oc 

4zb 

0 
0 

cc 
DD 

bt  Louis  MU 

U  ot  Notre  Dame,  BA  bi 

ii  nt  pu;«««rt  Dun  <cc  ic 

U  Ot  Chicago,  rhU  bb  lb 

McDonald's/Michael  R  Quinlan 

1  OA 

L 

C  1 

Dl 

Chicago  IL 

1  .,,.1.  ||  111  \    DC  'C7 

Loyola  U  (IL),  Bo  b/ 

MDA  '7fi  on 

MBA  /U  oU 

Nash  Finrh/Alfrpd  N  Flatpn 

776 

25 

61 

FHinhnrfj  NH 

LUMIUUI  C  I1L> 

U  of  North  Dakota  BS  '57 

U   Ul    I1UILM   UUnUlu,    U  .J  J' 

35 

Penn  Traffic/John  T  Dixon 

778 

26 

56 

Lucasville  OH 

39 

Richfood  Holdings/Donald  D  Bennett 

533 

15 

59 

Jefferson  City  M0 

Butler  U,  BS  '59 

Michigan  State  U,  MS  '61  6 

Ruddick/John  W  Copeiand 

728 

22 

61 

Durham  NC 

NC  State  U,  BS  '57 

U  of  North  Carolina,  MBA  '60  17 

Safeway/Steven  A  Burd 

442 

9 

46 

Valley  City  ND 

Carroll  CBS '71 

U  of  Wise  Milwaukee,  MA '73  4 

Smith's  Food  &  Drug/Jeffrey  P  Smith 

491 

14 

46 

BrighamCity  UT 

26 

Southland/Clark  J  Matthews  II 

709 

20 

59 

Arkansas  City  KS 

SMU,  BA  '59 

JO '61  31 

Stop  &  Shop  Cos/Robert  G  Tobin 

490 

13 

58 

Rochester  NY 

Cornell,  BS  '60 

36 

Supervalu/Michael  W  Wright 

481 

12 

57 

Minneapolis  MN 

U  of  Minnesota,  BA  '61 

JD  '63    •  19 

Sysco/Bill  M  Lindig 

410 

7 

59 

Austin  TX 

26 

Vons  Cos/Lawrence  A  Del  Santo 

561 

16 

62 

Ross  CA 

U  of  San  Francisco,  BS  '55 

2 

Wendy's  International/Gordon  FTeter 

172 

1 

52 

Lawrence  IN 

Purdue  U,  BA  '66 

MS  '68  9 

Winn-Dixie  Stores/A  Dano  Davis 

657 

17 

50 

New  Rochelle  NY 

28 

FOOD  DRINK  &  TOBACCO 

American  Brands/Thomas  C  Hays 

217 

14 

61 

Chicago  IL 

Cal  Tech,  BS  '57 

Harvard,  MBA  '63  32 

Anheuser-Busch  Cos/August  A  Busch  III 

318 

18 

58 

St  Louis  M0 

39 

Archer  Daniels/Dwayne  0  Andreas 

143 

10 

78 

Worthington  MN 

26 

Brown-Forman/Owsley  Brown  II 

354 

20 

53 

Louisville  KY 

Yale,  BA  '64 

Stanford  U,  MBA  '66  28 

Campbell  Soup/David  W  Johnson 

25 

3 

63 

Australia 

U  of  Sydney,  BE  '54 

U  of  Chicago,  MBA  '58  6 

Chiquita  Brands  Intl/Carl  H  Lindner  Jr 

773 

32 

77 

Dayton  OH 

12 

Coca-Cola/Roberto  C  Goizueta 

19 

1 

64 

Cuba 

Yale,  BS  '53 

42 

Coca-Cola  Enterprise/Summerf leld  K  Johnston  Jr 

31 

4 

63 

Chattanooga  TN 

40 

ConAgra/Philip  B  Fletcher 

97 

7 

62 

Watertown  NY 

St  Lawrence  U.  BS  '54 

MIT,  MBA  '70  14 

CPC  International/Charles  R  Shoemate 

130 

9 

56 

La  Harpe  IL 

Western  Illinois  U,  BS  '62 

U  of  Chicago,  MBA  '72  34 

Dean  Foods/Howard  M  Dean 

385 

22 

58 

Hinsdale  IL 

SMU,  BBA  '60 

Northwestern  U,  MBA  '61  41 

Dole  Food/David  H  Murdock 

61 

5 

73 

Kansas  City  M0 

14 

General  Mills/Stephen  W  Sanger 

736 

31 

50 

Cincinnati  OH 

DePauw  U,  BA  '68 

U  of  Michigan,  MBA '70  22 

HJ  Heinz/Anthony  J  F  O'Reilly 

227 

15 

60 

Ireland 

Uof  Dublin,  BCL  '58 

U  of  Bradford  UK,  PhD  '80  27 

Hershey  Foods/Kenneth  L  Wolfe 

304 

17 

57 

Lebanon  PA 

Yale,  BA  '61 

U  of  Penn-Wharton,  MBA  '67  29 

Hormel  Foods/Joel  W  Johnson 

579 

27 

52 

Staten  Island  NY 

Hamilton  C,  AB  '65 

Harvard,  MBA  '67  5 

IBP/Robert  L  Peterson 

70 

6 

63 

Hartington  NE 

35 

Rank  is  based  on  total  compensation  for  latest  fiscal  year.  Market  Value  of  CEO  stock  is  based  on  Apr.  17  stock  price  and  includes  all  classes  of  common.  Sales  and  profits  are  i 
reported  in  The  Forbes  500s  Annual  Directory  issue.  Five-year  return  is  average  annual  total  return  as  of  Mar.  31.  Sources  of  return  data:  Market  Guide  via  OneSource  Information  Serv 
Bloomberg  Financial  Markets.  "Percentage  change  is  for  combined  salary  and  bonus.  'Company  founder.  2Return  is  for  less  than  5-year  period.  Annualized  salary.  "Four-year  total.  Tl 
total.  6Less  than  0.01%.  'Less  than  $100,000.  Prior-year  data.  9New  CEO;  compensation  may  be  for  another  executive  office.  10New  CEO;  less  than  six  months'  service.  Director's  fee 
^Includes  shares  indirectly  held.  ,3Paid  to  date.  "Received  options  or  restricted  stock  in  lieu  of  portion  of  salary  or  bonus.  NA:  Not  available. 
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 Compensation   — Stock  owned—   Company  data   Company 

salary    bonus        %        other     stock  gains     total    5-year  total     %     market  value       sales     profits  5-year 
— ($thou) —       change*   ($thou)   ($mil)  — ($mil)—  return 


,  $525 

$349 

12% 

$105 

— 

$1,324 

$5,704 

0.33% 

$6.4 

$1,072 

$135 

25% 

Industry  medians 

274 

50 

9 

34 

17 

375 

2.0004 

1.10 

10.1 

371 

78 

10 

Washington  Federal 

510 

288 

15 

66 

864 

6,425 

0.74 

14.8 

1,625 

191 

31 

Washington  Mutual 

813 

2,000 

42 

82 

2.894 

NA 

0.42 

49.0 

5,246 

1,032 

33 

Wells  Fargo 

437 

392 

17 

6 

835 

3,480 4 

0.41 

4.5 

505 

90 

14 

Wilmington  Trust 

355 

170 

10 

104 

389 

1,018 

3,029 

3.67 

36.8 

517 

81 

35 

Zions  Bancorp 

.  $526 

$289 

4% 

$48 

— 

$1,203 

$5,684 

0.20% 

$3.4 

$4,594 

$69 

10% 

Industry  medians 

1  694 

315 

3 

109 

606 

1,724 

7,888 

0.10 

9.2 

12,585 

465 

11 

Albertson's 

750 

307 

-3 

570 

1,077 

2,704 

11,024 

0.35 

17.0 

18,309 

317 

11 

American  Stores 

450 

270 

-47 

3 

723 

NA 

0.46 

3.4 

3,544 

33 

902 

Circle  K 

1       yi  on 

u 

MA 
NA 

81 

con 

MA 
IN  A 

U.1D 

7  O 

o/UU 

30 

MA 

Darden  Restaurants 

on  >1 13 

n 
u 

MA 
NA 

1/31 

£,143 

MA 
NA 

U.13 

O  £71 
L,Jf  1 

-DO 

9 1 

Flagstar  Cos 

588 

0 

-28 

— 

— 

589 

1,727s 

0.10 

0.5 

17,502 

42 

-15 

Fleming  Cos 

709 

307 

7 

250 

— 

1,267 

5,486 

0.47 

17.6 

8,211 

172 

-11 

Food  Lion 

264 

134 

NA 

29 

— 

427' 

NA 

0.08 

1.5 

3,861 

102 

6 

Giant  Food 

1  99 
1  L  J 

—a 

i,DU/ 

9  QRQ  5 

L  ,  J  J  J 

NA 

9  119 

1  rk 

— 1  JO 

MA 
NA 

Grand  Union 

1,101 

u 

— L 

157 

1  712 

1  8  97S 

U.Uj 

n  a 

1 U ,  1 U 1 

3/ 

Q 

-is 

ureal  A&r  lea 

375 

188 

4 

139 

— 

702 

2,762 4 

0.49 

5.8 

2,568 

70 

9 

Hannaford  Bros 

447 

614 

-5 

351 

— 

1,412 

5,684 

0.23 

12.0 

23,938 

319 

11 

Kroger 

1,051 

1,050 

8 

363 

259 

2,723 

11,375 

0.08 

27.5 

9,795 

1,427 

24 

McDonald's 

279 

130 

27 

5 

414 

NA 

0.20 

0.4 

2,889 

17 

1 

Nash  Finch 

400 3 

0 

NA 

400 

NA 

0.34 

0.5 

3,448 

-44 

-5 

Penn  Traffic 

350 

630 

12 

3 

104 

1,087 

6,256 

0.40 

4.0 

3,155 

35 

35 

Richfood  Holdings 

289 

147 

16 

35 

103 

573 

NA 

0.18 

1.1 

2,092 

39 

17 

Ruddick 

650 

706 

7 

1,356 

4,5754 

0.07 

4.6 

16,398 

328 

24 

Safeway 

684 

516 

-2 

1,200s 

5,866 

11.72 

71.2 

3,084 

-41 

-9 

Smith's  Food  &  Drug 

410 

197 

7 

11 

617 

3,016 

0.04 

0.5 

5,825 

168 

8 

Southland 

452 

746 

33 

8 

1,206s 

NA 

0.21 

3.4 

4,116 

69 

252 

Stop  &  Shop  Cos 

780 

0 

-47 

oo 

6 

1,234 

7,890 

0.31 

6.9 

16,530 

161 

6 

Supervalu 

563 

483 

18 

439 

1,485 

NA 

0.23 

13.4 

12,722 

267 

14 

Sysco 

550 

437 

NA 

47 

1,035 

NA 

0.14 

1.9 

5,071 

68 

-1 

Vons  Cos 

571 

963 

58 

5 

1,504 

3,043 

NA 

0.09 

2.0 

1,746 

110 

13 

Wendy's  International 

366 

352 

0 

49 

767 

4,163 

3.46 

171.1 

12,567 

243 

14 

Winn-Dixie  Stores 

$769 

$613 

13% 

$176 

— 

$2,126 

$10,579 

0.30% 

$17.9 

$5,930 

$408 

10% 

industry  medians 

900 

812 

57 

828 

2,541 

NA 

0.06 

4.2 

5,905 

543 

4 

American  Brands 

995 

616 

-26 

80 

212 

1,903 

19,455 

0.50 

81.8 

10,340 

887 

8 

Anheuser-Busch  Cos 

3,460 

0 

16 

159 

3,618 

14,593 

4.72 

450.3 

12,971 

810 

10 

Archer  Daniels 

1  639 

581 

13 

404 

100 

1,724 

4,471s 

15.05 

402.9 

1,520 

157 

13 

Brown-Forman 

917 

1,288 

22 

9,399 

11,604 

21,515 

0.17 

25.1 

7,581 

746 

12 

Campbell  Soup 

269 

0 

-35 

2 

158 

429 

2,085 

19.1912 

144.3 

2,566 

17 

-15 

Chiquita  Brands  Intl 

i  1,680 

3,200 

12 

1,640 

6,566 

13,086 

59,585 

0.67 

672.4 

18,018 

2,986 

27 

Coca-Cola 

945 

756 

8 

8,914 

10,615 

15,308 

8.09 

299.6 

6,773 

82 

11 

Coca-Cola  Enterprise 

896 

1,000 

19 

3,395 

5,291 

15,773 4 

0.23 

21.5 

24,651 

533 

9 

ConAgra 

600 

14 

2,545 

3,911 

11,543 

0.07 

7.2 

8,431 

512 

14 

CPC  International 

524 

336 

2 

14 

677 

1,551 

5,380 

0.88 

8.2 

2,765 

62 

-1 

Dean  Foods 

700 

788 

49 

5,738 

7,225 

11,344 

22.65 

533.2 

3,804 

120 

6 

Dole  Food 

1  473 

0 

NA 

79 

5529 

NA 

0.02 

1.8 

5,262 

386 

7 

General  Mills 

I  646 

1,129 

136 

664 

2,439 

119,144 

1.63 

198.1 

8,997 

648 

8 

HJ  Heinz 

570 

508 

20 

473 

437 

1,989 

4,467 5 

0.09 

4.8 

3,691 

282 

15 

Hershey  Foods 

345 

618 

-2 

17 

980 

2,828s 

0.02 

0.4 

3,040 

106 

6 

Hormel  Foods 

1  1,000 

5,278 

29 

176 

6,455 

22,216 

0.13 

2.8 

12,668 

280 

21 

IBP 
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Company/chief  executive 

 Rank 

Age 

Birthplace 

 Education — 

Tenure  (y 

among 

in 

undergraduate 

graduate 

with 

800  execs 

industry 

firm 

FOOD  DRINK  &  TOBACCO 

Intl  Multifoods/Anthony  Luiso 

699 

30 

52 

Italy 

Ipna  C,  BA  '67 

Uof  Chicago,  MBA '82 

9 

Kellogg/Arnold  G  Langbo 

124 

8 

59 

Canada 

40 

Loews/Laurence  A  Tisch 15 

602 

28 

73 

Brooklyn  NY 

NYU,  BS  '42 

U  of  Pennsylvania,  MA  '43 

37 

PepsiCo/Roger  A  Enrico 

22 

2 

51 

Chrsholm  MN 

Babson  C,  BA  '65 

25 

Philip  Morris  Cos/Geoffrey  C  Bible 

9fH 

1  9 

JO 

HUSudlld 

i n si  oi  unanereo  mcc,  dm 

Pioneer  Hi-Bred  intl/Charles  S  Johnson 

566 

26 

58 

Belmond  IA 

Iowa  State,  BA  '65 

31 

Quaker  Oats/William  0  Smithburg 

494 

24 

57 

Chicago  IL 

DePaul  U,  BS  '60 

Northwestern  U,  MBA  '61 

30 

Ralston  Purina/William  P  §tiritz 

211 

13 

61 

Jasper  AR 

Northwestern  U,  BS  '59 

St  Louis  U,  MA  '68 

32 

RJR  Nabisco/Steven  FGoldstone 

353 

19 

50 

New  York  NY 

U  of  Pennsylvania,  BA  '67 

NYU,  JD  '70 

Sara  Lee/John  H  Bryan 

250 

16 

59 

West  Point  MS 

Rhodes  C,  BA  '58 

37 

Tyson  Foods/Leland  ETollett 

522 

25 

59 

Nashville  AR 

U  of  Arkansas,  BSA'58 

MSA  '59 

37 

Universal/Henry  H  Harrell 

660 

29 

56 

Richmond  VA 

Washington  &  Lee  U.  AB  '61 

30 

UST  Inc/Vincent  A  Gierer  Jr 

198 

11 

48 

New  York  NY 

lona  C,  BBA  '69 

18 

Whitman/Bruce  S  Chelberg 

406 

23 

61 

Chicago  IL 

U  of  Illinois,  BS '56 

LLB  '58 

14 

Wm  Wrigley  Jr/William  Wrigley 

370 

21 

63 

Chicago  IL 

Yale,  BA  '54 

40 

FOREST  PRODUCTS  &  PACKAGING 

Ball/George  A  Sissel 

593 

17 

59 

Chicago  IL 

U  of  Colorado,  BSEE  '58 

U  of  Minnesota,  JD  '66 

26 

Boise  Cascade/George  J  Harad 

364 

9 

52 

Newark  NJ 

Franklin  &  Marshall  C,  BA  '65 

Harvard,  MBA '71 

25 

Bowater/Arnold  M  Nemirow 

543 

15 

53 

Hartford  CT 

Harvard,  AB  '66 

Uof  Michigan,  JD '69 

2 

Champion  Intl/Andrew  C  Sigler 

20 

1 

64 

Brooklyn  NY 

Dartmouth,  AB  '53 

MBA  '56 

40 

Consolidated  Papers/Patrick  F  Brennan 

675 

20 

64 

New  York  NY 

Fordham  U,  BA  '57 

33 

Crown  Cork  &  Seal/William  J  Avery 

327 

7 

55 

Chicago  IL 

U  of  Chicago,  BS  '68 

37 

Gaylord  Container/Marvin  A  Pomerantz1 

188 

2 

65 

Des  Moines  IA 

U  of  Iowa,  BSC  '52 

10 

Georgia-Pacific/Alston  D  Correll 

223 

3 

55 

Brunswick  GA 

U  of  Georgia,  BS  '63 

Uof  Maine,  MS '67 

8 

International  Paper/John  T  Dillon 

403 

11 

57 

Newcomb  NY 

U  of  Hartford,  BA  '65 

Columbia,  MBA  '71 

31 

Jefferson  Smurf it/James  E  Terrill 

396 

10 

62 

Twin  Falls  ID 

U  of  Idaho,  BS  '59 

25 

Louisiana-Pacific/Mark  A  Suwyn 

715 

21 

53 

Denver  CO 

Hope  C,  BA  '64 

Washington  State,  PhD  '67 

 10 

Mead/Steven  C  Mason 

249 

5 

60 

Canada 

MIT,  BS  '57 

39 

Owens-Illinois/Joseph  H  Lemieux 

357 

8 

65 

Providence  RI 

Bryant  C,  BS  '57 

39 

Rayonier/Ronald  M  Gross 

456 

13 

63 

Cleveland  OH 

Ohio  State  U,  BA  '55 

Harvard,  MBA  '60 

18 

Sonoco  Products/Charles  W  Coker 

264 

6 

63 

Hartsville  SC 

Princeton,  BA  '55 

Harvard,  MBA  '57 

38 

Stone  Container/Roger  W  Stone 

651 

19 

61 

Chicago  IL 

U  of  Pennsylvania,  BS  '57 

39 

Temple-Inland/Clifford  J  Grum 

531 

14 

61 

Davenport  IA 

Austin  C,  BA  '56 

U  of  Pennsylvania,  MBA  '58 

28 

Union  Camp/W  Craig  McClelland 

451 

12 

62 

Orange  NJ 

Princeton,  BA  '56 

Harvard,  MBA  '65 

8 

Westvaco/John  A  Luke  Jr 

560 

16 

47 

New  York  NY 

Lawrence  U  Wise,  BA  '71 

U  of  Penn-Wharton,  MBA  '79 

17 

Weyerhaeuser/John  W  Creighton  Jr 

228 

4 

63 

Pittsburgh  PA 

Ohio  State  U,  BS  '54 

JD  '57 

26 

Willamette  Inds/Steven  R  Rogel 

626 

18 

53 

Ritzville  WA 

Uof  Washington,  BS  '65 

24 

HEALTH 

Abbott  Laboratories/Duane  L  Burnham 

215 

24 

54 

Excelsior  MN 

U  of  Minnesota,  BS  '63 

MBA  '72 

14 

Allergan/William  C  Shepherd 

546 

43 

57 

San  Francisco  CA 

U  of  Cal  Berkeley,  BS  '63 

Pepperdine  U,  MBA  '76 

30 

ALZA/Ernest  Mario 

670 

51 

57 

Clifton  NJ 

Rutgers,  BS  '61 

U  of  Rhode  Island,  PhD  '65 

3 

American  Home  Prod/John  R  Stafford 

104 

12 

58 

Harrisburg  PA 

Dickinson  C,  BA  '59 

George  Washington  U,  LLB  '62 

26 

AmeriSource  Health/John  F  McNamara 

14 

4 

61 

Chicago  IL 

15 

Amgen/Gordon  M  Binder 

6 

1 

60 

St  Louis  MO 

Purdue  U,  BSEE '57 

Harvard,  MBA  '62 

14 

Baxter  International/Vernon  R  Loucks  Jr 

167 

20 

61 

Evanston  IL 

Yale,  BA  '57 

Harvard,  MBA  '63 

30 

Becton  Dickinson/Clateo  Castellini 

378 

34 

61 

Italy 

Bocconi  U  Italy,  BA  '58 

18 

Bergen  Brunswig/Robert  E  Martini 

498 

38 

64 

Hackensack  NJ 

Ohio  State  U,  BS  '54 

40 

Beverly  Enterprises/David  R  Banks 

514 

40 

59 

Arcadia  Wl 

U  of  Arkansas,  BA  59 

24 

Bindley  Western  Inds/William  E  Bindley1 

518 

41 

55 

Terre  Haute  IN 

Purdue  U,  BS  '61 

29 

Boston  Scientific/Peter  M  Nicholas1 

540 

42 

55 

Portsmouth  NH 

Duke  U,  BA  '64 

U  of  Penn-Wharton,  MBA  '68 

17 

Rank  Is  based  on  total  compensation  for  latest  fiscal  year.  Market  Value  of  CEO  stock  is  based  on  Apr.  17  stock  price  and  includes  all  classes  of  common.  Sales  and  profits  are  as 
reported  in  The  Forbes  500s  Annual  Directory  issue.  Five-year  return  is  average  annual  total  return  as  of  Mar.  31.  Sources  of  return  data:  Market  Guide  via  OneSource  Information  Servic 
Bloomberg  Financial  Markets.  'Percentage  change  is  for  combined  salary  and  bonus.  'Company  founder.  2Return  is  for  less  than  5-year  period.  'Annualized  salary.  4Four-year  total.  *Thr 
year  total.  6Less  than  0.01%.  'Less  than  $100,000.  8Prior-year  data.  'New  CEO;  compensation  may  be  for  another  executive  office.  10New  CEO;  less  than  six  months' sen/ice.  "Director's 
only.  12lncluaes  shares  indirectly  held.  13Paid  to  date.  "Received  options  or  restricted  stock  in  lieu  of  portion  of  salary  or  bonus.  15Office  jointly  held  with  Preston  R  Tisch.  NA;  Not  availabl' 
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Pnmnpnmtinn 

— Stock  owned— 
%     market  value 
($mil) 

Company 

salary  bonus 
— ($thou)— 

% 
change* 

other     stock  gains  total 
 ($thou)  

5-year  total 

sales     profits  5-year 
— ($mil)—  return 

$769 

$613 

13% 

$176 

— 

$2,126 

$10,579 

0.30% 

$17.9 

$5,930 

$408 

10% 

Industry  medians 

380 

265 

70 

5 

— 

65014 

3,004 

0.47 

1.6 

2,412 

30 

-4 

Intl  Multifoods 

880 

765 

11 

10 

2,393 

4.04814 

12,315 

0.04 

6.1 

7,004 

490 

13 

Kellogg 

862 

0 

43 

60 

— 

922 

2,892 

15.75 

1,382.7 

17,219 

1,766 

9 

Loews 

772 

785 

NA 

117 

11,274 

12,946s 

NA 

0.01 

5.1 

30,421 

1,606 

15 

PepsiCo 

l.JJU 

39 

i  on 

lOU 

9  fi<^ 
£,003 

MA 

fi  no 

1  /I  9 
14.0 

G9  1  90 

D0,U3 

0,4/0 

1  n 
1U 

Philip  Morris  Cos 

475 

248 

NA 

300 

— 

1,023' 

NA 

0.06 

2.5 

1,555 

182 

30 

Pioneer  Hi-Bred  Intl 

855 

0 

-39 

175 

159 

1,189 

23,810 

0.94 

41.8 

5,954 

724 

7 

Quaker  Oats 

900 

1,071 

49 

616 

— 

2,587 

9,813 

1.07 

69.3 

5,804 

285 

8 

Ralston  Purina 

1.1001 

610 

NA 

21 

1,731 

NA 

 6 

0.5 

16,008 

627 

-11 

RJR  Nabisco 

922 

1,118 

30 

224 

2,263 

31,146 

0.27 

40.7 

18,335 

856 

13 

Sara  Lee 

600 

0 

-49 

56 

449 

1,105 

5,186 

1.43 

46.0 

5,732 

210 

4 

Tyson  Foods 

444 

202 

-2 

91 

21 

758 

3,602 

0.32 

2.7 

3,525 

44 

16 

Universal 

613 

2,072 

11 

9 

2,694 

7,477 5 

0.18 

10.7 

1,300 

430 

11 

UST  Inc 

629 

575 

4 

293 

1,497 

8,320 

0.23 

5.9 

2,947 

134 

20 

Whitman 

475 

428 

1 

730 

1,632 

7,283 

17.79 

1,149.5 

1,755 

224 

26 

Wm  Wrigley  Jr 

$623 

$587 

26% 

$105 

— 

$1,501 

$6,784 

0.09% 

$3.0 

$3,874 

$281 

12% 

Industry  medians 

440 

391 

25 

105 

937 

NA 

0.10 

0.9 

2,592 

-19 

9 

Ball 

672 

839 

71 

64 

95 

1,670 

NA 

0.02 

0.5 

5,074 

352 

13 

Boise  Cascade 

492 

573 

NA 

2 

1,067 

NA 

 6 

 7 

2,001 

258 

11 

Bowater 

1,000 

2,530 

131 

142 

9,385 

13,057 

19,073 

0.05 

2.6 

6,972 

772 

12 

Champion  Intl 

523 

185 

47 

7 

715 

1 .6.32  ■ 

0.04 

0.9 

1,579 

229 

10 

Consolidated  Papers 

700 

207 

-8 

5 

963 

1,874 

7,206 

0.09 

5.3 

5,054 

75 

17 

Crown  Cork  8c  Seal 

600 

0 

0 

2,241 

2,841 

5,818 

8.31 

52.3 

1,064 

142 

23 

Gaylord  Container 

962 

1,300 

48 

211 

2,473 

12,123 4 

0.11 

7.1 

14,292 

1,018 

13 

Georgia-Pacific 

490 

600 

NA 

130 

281 

1,501' 

NA 

0.08 

9.7 

19,797 

1,153 

8 

International  Paper 

800 

624 

53 

90 

1,514 

NA 

 6 

||>   7 

4,093 

247 

-12 2 

Jefferson  Smurfit 

600 3 

NA 

600 

NA 

0.14 

3.6 

2,843 

-52 

21 

Louisiana-Pacific 

635 

875 

12 

630 

125 

2,265 

6,417 

0.14 

4.2 

5,179 

350 

15 

Mead 

540 

620 

-6 

552 

1,712 

7,833 

0.16 

3.0 

3,790 

169 

72 

Owens-Illinois 

471 

390 

4 

22 

447 

1,330 

2,868s 

0.33 

3.6 

1,260 

142 

72 

Rayonier 

634 

1,000 

26 

230 

314 

2,178 

7,671 

1.25 

31.7 

2,706 

165 

12 

Sonoco  Products 

790 

0 

8 

790 

5,089 

1.72 

26.9 

7,351 

445 

-1 

Stone  Container 

589 

500 

36 

3 

1,092 

9,255 

0.62 

16.7 

3,461 

281 

7 

Temple-Inland 

589 

640 

27 

108 

1,336 

NA 

0.04 

1.5 

4,212 

451 

7 

Union  Camp 

783 

200 

40 

61 

1,044 

3,986" 

0.08 

2.6 

3,280 

297 

12 

Westvaco 

806 

750 

18 

111 

767 

2,434 

6,784 

0.03 

2.5 

11,788 

799 

18 

Weyerhaeuser 

623 

0 

NA 

127 

115 

864' 

NA 

0.05 

1.8 

3,874 

515 

22 

Willamette  Inds 

$605 

$446 

10% 

$227 

— 

$2,107 

$8,410 

0.19% 

$11.6 

$3,107 

$118 

17% 

Industry  medians 

818 

1,000 

14 

755 

2,574 

20,620 

0.05 

16.4 

10,012 

1,689 

14 

Abbott  Laboratories 

605 

160 

-21 

298 

1,063 

4,784 

0.15 

3.4 

1,067 

73 

11 

Allergan 

571 

100 

24 

63 

-1 

732 

1,643  s 

0.04 

0.9 

326 

72 

-1 

ALZA 

1,185 

1,185 

7 

377 

2,238 

4,985 

23,491 

0.05 

15.2 

13,376 

1,680 

18 

American  Home  Prod 

415 

250 

11 

54 

15,104 

15,822 

17,491 4 

3.00 

22.8 

4,822 

36 

NA 

AmeriSource  Health 

613 

900 

20 

129 

19,991 

21,634 

25,755 

0.07 

9.1 

1,940 

538 

22 

Amgen 

751 

800 

12 

1,607 

3,158 

16,110 

0.19 

22.4 

5,048 

649 

10 

Baxter  International 

544 

600 

51 

141 

298 

1,583 

NA 

0.04 

1.9 

2,759 

263 

18 

Becton  Dickinson 

553 

428 

11 

205 

1,186 

7,887 

5.44 

58.3 

8,841 

66 

5 

Bergen  Brunswig 

539 

173 

1 

414 

1,1268 

4,940 

0.16 

1.5 

3,229 

-8 

0 

Beverly  Enterprises 

599 

247 

8 

267 

1,113 

4,671 

26.71 

46.6 

4,670 

16 

0 

Bindley  Western  Inds 

621 

430 

42 

20 

1,071 

3,093 4 

9.69 

733.3 

1,107 

8 

272 

Boston  Scientific 
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Company/chief  executive 


 Rank   Age    Birthplace   Education  

among        in  undergraduate  graduate 

800  execs  industry 


Tenure  (y 
with 
firm 


HEALTH 


Bristol-Myers  Squibb/Charles  A  Heimbold  Jr 

231 

26 

62 

Newark  NJ 

Villanova,  BA  '54 

U  of  Pennsylvania,  LLB  '60 

33 

Cardinal  Health/Robert  D  Walter1 

429 

36 

50 

Mansfield  OH 

Ohio  U,  BS  '67 

Harvard,  MBA  '70 

25 

Caremark  Intl/C  A  Lance  Piccolo 

646 

49 

55 

Somerville  MA 

Boston  U,  BS  '62 

28 

Chiron/Edward  E  Penhoet 

68 

9 

55 

Oakland  CA 

Stanford  U,  AB  '63 

Uof  Washington,  PhD  '68 

15 

Columbia/HCA/Richard 1 

484 

37 

43 

Kansas  City  MO 

U  of  Missouri,  BBA  '75 

SMU,  JD  '78 

9 

Corning/Roger  G  Ackerman 

389 

35 

57 

Paterson  NJ 

Rutgers,  BS  '60 

MS '62 

34 

FHP  International/Westcott  W  Price  III' 

753 

54 

57 

Glendale  CA 

U  of  Colorado,  BS  '61 

USC,  MBA  '67 

15 

Forest  Labs/Howard  Solomon 

11 

3 

68 

New  York  NY 

CUNY  City,  BA  '49 

Yale,  JD  '52 

19 

Foundation  Health/Daniel  D  Crowley 

280 

30 

48 

7 

FoxMeyer  Health/Abbey  J  Butler15 

216 

25 

58 

New  York  NY 

American  U,  BS  '58 

6 

Genentech/Arthur  D  Levinson 

685 

52 

46 

Seattle  WA 

U  of  Washington,  BS  72 

Princeton,  PhD  '77 

16 

Guidant/Ronald  W  Dollens 

583 

44 

49 

Danville  IN 

Purdue  U,  BS  '70 

Indiana  U,  MBA  72 

24 

HBO  &  Co/Charles  WMcCall 

41 

5 

52 

Oskaloosa  IA 

U  of  Iowa,  BBA 

Roosevelt  U,  MBA 

5 

Health  Systems  Intl/Malik  M  Hasan1 16 

7 

2 

57 

India 

King  Edward  Med  C,  MBBS  '6C 

Royal  C  of  Physicians,  MRCP '63  11 

Healthsource/Norman  C  Payson1 

75 

10 

48 

New  Brunswick  NJ 

n k it  rtf<  n n 

MIT,  BS  70 

uanmoum,  iviu  /j 

1 1 

HealthSouth/Richard  M  Scrushy1 

59 

8 

43 

Florala  AL 

Uof  Alabama,  BS  '74 

12 

Hillenbrand  Inds/W  August  Hillenbrand 

614 

47 

55 

Batesville  IN 

St  Joseph's  IN,  BS  '65 

30 

Humana/David  A  Jones' 

180 

21 

64 

Louisville  KY 

U  of  Louisville,  BS  '54 

Yale,  JD  '60 

35 

IVAX/Phillip  Frost1 

735 

53 

59 

Philadelphia  PA 

U  of  Pennsylvania,  BA  '57 

Yeshiva  U  Einstein,  MD  '61 

9 

Johnson  &  Johnson/Ralph  S  Larsen 

200 

22 

57 

Brooklyn  NY 

Hofstra  U,  BBA  '62 

Eli  Lilly/Randall  L  Tobias 

133 

15 

54 

Lafayette  IN 

Indiana  U,  BS  '64 

3 

Mallinckrodt  Group/C  Ray  Holman 

166 

19 

53 

Little  Rock  AR 

U  of  Missouri,  BS  '64 

20 

Manor  Care/Stewart  Bainum  Jr 

601 

45 

50 

Takoma  Park  MD 

Pacific  Union  C.  BA  '68 

IIP  1  A  MRA  '7n 
UtAH,  IVIDM  /U 

McKesson/Alan  Seelenfreund 

43 

6 

59 

New  York  NY 

Cornell,  BME  '59 

Stanford  U,  PhD  '67 

21 

Medtronic/William  W  George 

342 

32 

53 

Muskegon  Ml 

Georgia  Tech,  BSIE  '64 

Harvard,  MBA  '66 

7 

Merck/Raymond  V  Gilmartin 

276 

28 

55 

Washington  DC 

Union  C,  BSEE  '63 

Harvard,  MBA  '68 

2 

Mylan  Labs/Milan  Puskar1 

258 

27 

61 

Vintondale  PA 

Youngstown  State  U,  BS  '60 

35 

Owens  &  Minor/G  Gilmer  Minor  III 

763 

55 

55 

Richmond  VA 

VMI,  BA  '63 

Uof  Virginia,  MBA '66 

33 

Oxford  Health  Plans/Stephen  F  Wiggins' 

205 

23 

39 

Austin  MN 

MacalesterC,  BA  '78 

Harvard,  MBA  '84 

12 

PacifiCare  Health/Alan  R  Hoops 

154 

18 

48 

Long  Beach  CA 

UCLA,  BS  '69 

Uof  Washington,  MHA  73 

19 

Pall/Eric  Krasnoff 

613 

46 

43 

Chicago  IL 

Columbia 

21 

Pfizer/William  C  Steere  Jr 

46 

7 

59 

Ann  Arbor  Ml 

Stanford  U,  BA  '59 

37 

Pharmacia  &  Upjohn/John  L  Zabriskie 

279 

29 

56 

Auburn  NY 

Dartmouth,  BS  '61 

U  of  Rochester,  PhD  '65 

2 

Rhone-Poulenc  Rorer/Michel  de  Rosen 

616 

48 

45 

France 

Ecole  Hautes  Etudes,  BA  '72 

Ecole  Nationale  d'Adm,  MBA  76 

3 

St  Jude  Medical/Ronald  A  Matricaria 

295 

31 

53 

Derby  CT 

Mass  C  of  Pharmacy,  BS  '66 

3 

Schering-Plough/Richard  J  Kogan 

82 

11 

54 

New  York  NY 

CUNY  City,  BA  '63 

NYU,  MBA  '68 

14 

Stryker/John  W  Brown 

647 

50 

61 

Paris  TN 

Auburn  U,  BS  '57 

19 

Tenet  Healthcare/Jeffrey  C  Barbakow 

360 

33 

52 

Los  Angeles  CA 

San  Jose  State  U,  BS  '66 

USC,  MBA  '68 

3 

United  HealthCare/William  W  McGuire 

151 

17 

48 

Troy  NY 

U  of  Texas  Austin,  BA  '70 

U  of  Texas  Galveston,  MD  74 

8 

US  Healthcare/Leonard  Abramson1 

131 

14 

63 

Philadelphia  PA 

Penn  State  U,  BA  '54 

Nova  U,  MPA  78 

20 

Vencor/W  Bruce  Lunsford' 

129 

13 

48 

Cincinnati  OH 

U  of  Kentucky,  BA  '69 

Northern  Kentucky  U,  JD  74 

13 

Warner-Lambert/Melvin  R  Goodes 

135 

16 

61 

Canada 

Queens  U.  BA  '57 

U  of  Chicago,  MBA  '60 

31 

WellPoint  Health/Leonard  D  Schaeffer 

503 

39 

50 

Chicago  IL 

Princeton,  BA  '69 

10 

INSURANCE 

Aetna  Life  &  Cas/Ronald  E  Compton 

67 

5 

63 

Chicago  IL 

Northwestern  U,  BA  '54 

42 

Af lac/Daniel  P  Amos 

338 

31 

44 

Pensacola  FL 

U  of  Georgia,  BS  '73 

23 

Alleghany/John  J  BumsJr 

255 

23 

64 

Cambridge  MA 

Boston  C,  BS  '53 

Harvard,  MBA  '55 

28 

Allmerica  Financial/John  F  O'Brien 

294 

24 

53 

Brockton  MA 

Harvard,  AB  '65 

MBA  '68 

7 

Allstate/Jerry  D  Choate  303        26  57     LaHabraCA        San  Jose  State  U,  BS '61  34 


Rank  is  based  on  total  compensation  for  latest  fiscal  year.  Market  Value  of  CEO  stock  is  based  on  Apr.  17  stock  price  and  includes  all  classes  of  common.  Sales  and  profits  are  as 
reported  in  The  Forbes  500s  Annual  Directory  issue.  Five-year  return  is  average  annual  total  return  as  of  Mar.  31.  Sources  of  return  data:  Market  Guide  via  OneSource  Information  Servit 
Bloomberg  Financial  Markets.  'Percentage  change  is  for  combined  salary  and  bonus.  'Company  founder.  zReturn  is  for  less  than  5-year  period.  Annualized  salary.  4Four-year  total,  ^hr 
total.  6Less  than  0.01%.  7Less  than  $100,000.  Prior-year  data.  9New  CEO;  compensation  may  be  for  another  executive  office.  luNew  CEO;  less  than  six  months' service.  Director's  fees 
^Includes  shares  indirectly  held.  BPaid  to  date.  ^Received  options  or  restricted  stock  in  lieu  of  portion  of  salary  or  bonus.  15Office  jointly  held  with  Melvin  J  Estrin.  lbOffice  jointly  held  with 
F  Greaves.  NA:  Not  available. 
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 Compensation   — Stock  owned—   Company  data   Company 

salary    bonus        %       other     stock  gains     total    5-year  total     %     market  value       sales     profits  5-year 
— ($thou)—       change*   ($thou)   ($mil)  — ($mil)—  return 


$605 

$446 

10% 

$227 

— 

$2,107 

$8,410 

0.19% 

$11.6 

$3,107 

$118 

17% 

Industry  medians 

1,056 

1,304 

24 

47 

— 

2,407 

9,774 5 

0.02 

9.6 

13,767 

1,812 

6 

Bristol-Myers  Squibb 

496 

446 

18 

460 

— 

1,401 

6,748 

5.92 

157.4 

8,180 

90 

23 

Cardinal  Health 

515 

234 

-14 

59 

— 

808 

3.3164 

0.11 

2.4 

2,374 

-116 

182 

Caremark  Intl 

398 

350 

11 

1,427 

4,449 

6,624 

11,659 

0.22 

8.7 

1,101 

-513 

8 

Chiron 

o  c;  o 
8j8 

u 

ODD 

a  one 
4,UU5 

1  00 

1,00 

316.4 

l  7  c on 

l/,b9b 

1  OC  A 

l,0o4 

oc 

2b 

Columbia/HCA 

600 

309 

NA 

112 

521 

1,5429 

NA 

0.11 

8.3 

5,313 

-51 

5 

Corning 

500 

0 

-5 

10 

— 

510 

4,701 

0.91 

11.1 

4,021 

23 

2 

FHP  International 

551 

60 

6 

24 

16,416 

17,050 

79,263 

1.25 

25.4 

437 

108 

4 

Forest  Labs 

753 

750 

-54 

580 

2,083 

15,617 

0.20 

4.4 

2,703 

156 

14 

Foundation  Health 

One 
oUO 

/uu 

4b 

1 1  "3 

09C 

300 

9  GCO 

5,215 

0  00)2 

9.39 

31.5 

5,393 

-11 

4 

FoxMeyer  Health 

425 

250 

NA 

24 

— 

699s 

NA 

 6 

0.3 

857 

146 

16 

Genentech 

320 

161 

9 

494 

— 

975 

2.135 5 

0.07 

2.5 

931 

101 

1652 

Guidant 

521 

669 

5 

35 

7,952 

9,176 

17,248 

0.28 

13.3 

496 

-25 

94 

HBO  &  Co 

910 

800 

-26 

181 

18,793 

20,685 

26,385 

8.95 

136.7 

2,732 

90 

28 2 

Health  Systems  Intl 

A 

48.3 

U 

Id 

1  n 
1U 

£  QCO 
J, 003 

C  OGC 

Q  7  1  A 
0,1 14 

b.ol 

1  C  1  A 

161.4 

1   1  C  7 

1,16/ 

56 

55 

Healthsource 

1,738 

5,000 

110 

650 

— 

7,388 

29,283 

0.21 

11.6 

1,557 

79 

24 

HealthSouth 

658 

0 

3 

225 

— 

883 

7,507 

6.44 

177.5 

1,625 

90 

10 

Hillenbrand  Inds 

936 

477 

-22 

824 

685 

2,921 

18,316 

5.81 

229.9 

4,605 

190 

19 

Humana 

550 

0 

16 

5 

— 

555 

2,064 

11.78 

385.3 

1,260 

115 

17 

IVAX 

i  ooc 

1  1  OC 
1,1  JO 

AO 

£A  1 

0  CQO 

1  0  070 

12,9/U 

0  00 

0.02 

1  1  A 

11.4 

18,842 

2,403 

16 

Johnson  &  Johnson 

984 

983 

6 

1,799 

— 

3,766 

8,382  s 

0.03 

8.6 

6,764 

2,291 

15 

Eli  Lilly 

618 

470 

9 

2,079 

— 

3,166 

5.6044 

0.10 

2.9 

2,228 

203 

4 

Mallinckrodt  Group 

572 

343 

25 

9 

— 

925 

3,872 

2.19 

51.4 

1,262 

106 

24 

Manor  Care 

625 

1,100 

28 

528 

6,898 

9,151 

15,002 

0.22 

4.8 

13,582 

137 

13 

McKesson 

GOO 

ooo 

4 

007 
9o7 

C  7  70 

b,/79 

n  oo 

0.09 

1  1  0 

11.2 

o  non 

2,090 

A  00 

400 

33 

Medtronic 

1,000 

1,100 

NA 

7 

— 

2,107 

NA 

 6 

5.7 

16,681 

3,335 

15 

Merck 

700 

800 

36 

709 

— 

2,209 

8,438 5 

2.00 

46.5 

409 

118 

19 

Mylan  Labs 

375 

0 

-31 

107 

— 

482 

3,085 

1.33 

4.9 

2,976 

-11 

17 

Owens  &  Minor 

450 

360 

37 

52 

1,781 

2,6438 

9,625 

2.35 

70.8 

1,765 

52 

93 2 

Oxford  Health  Plans 

0/8 

jDU 

1  n 

1U 

4/8 

1,300 

0,0/5 

7  A  QA  i 

U.b8 

1  G  0 

0  07/1 

o,y/4 

1  1  c 
lib 

A  C 

4D 

racitiLare  Health 

410 

410 

57 

65 

— 

885 

NA 

0.06 

1.8 

902 

129 

10 

Pall 

1,030 

2,060 

5 

2,461 

3,373 

8,924 

18,480 

0.03 

13.0 

10,021 

1,573 

23 

Pfizer 

904 

1,173 

36 

7 

— 

2,083 

NA 

0.01 

1.9 

7,095 

739 

762 

Pharmacia  &.  Upjohn 

436 

276 

4 

171 

— 

882 

NA 

 6 

0.5 

5,142 

357 

11 

Rhone-Poulenc  Rorer 

Ml 
dli 

QAO 

549 

TO 

29 

occ 
956 

o  ooo 

2,029 

0  70  1  5 

J,/ol 

0  00 

0  0 

0.9 

70  A 

/24 

1  00 

129 

J 

bt  Jude  Medical 

803 

691 

NA 

1,735 

2,784 

6,012' 

NA 

0.02 

4.0 

5,104 

887 

22 

Schering-Plough 

475 

300 

8 

33 

808 

3,374 

4.62 

100.4 

872 

87 

19 

Stryker 

900 

575 

-15 

111 

1,702 

NA 

 6 

0.4 

4,671 

376 

-2 

Tenet  Healthcare 

717 

1,969 

58 

728 

3,415s 

25,8464 

0.12 

12.2 

5,511 

286 

44 

United  HealthCare 

1,817 

1,635 

8 

422 

3,8748 

26,654 

10.20 

843.5 

3,518 

381 

27 

US  Healthcare 

500 

1  338 

75 

5 

2,071 

3,913 

11,875 

2.99 

70.0 

2,324 

8 

25 

Vencor 

943 

778 

2 

348 

1,679 

3,749 

18,562 

0.08 

11.7 

7,040 

740 

10 

Warner-Lambert 

636 

305 

3 

231 

1,172 

5,7284 

 6 

0.2 

3,107 

180 

l2 

WellPoint  Health 

$676 

$529 

10% 

$261 

— 

$1,938 

$7,377 

0.32% 

$7.3 

$2,079 

$198 

16% 

Industry  medians 

801 

1,300 

95 

1,151 

3,390 

6,642 

11,779 

0.05 

3.8 

12,978 

252 

16 

Aetna  Life  &  Cas 

1,026 

758 

3 

5 

1,789 

18,001 

0.96 

40.9 

7,191 

349 

22 

Aflac 

550 

587 

-4 

1,109 

2,246 

7,3654 

0.31 

4.2 

1,785 

85 

18 

Alleghany 

775 

775 

38 

480 

2,030 

5,444 5 

 6 

 7 

3,239 

146 

NA 

Allmerica  Financial 

700 

758 

175 

534 

1,992 

NA 

 6 

0.6 

22,793 

1,904 

172 

Allstate 

;orbes  ■  May  20,  1996 
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Company/chief  executive 

 Rank 

among 
800  execs 

in 

industry 

Age 

Birthplace 

 Education — 

undergraduate 

graduate 

Tenure  (y 
with 
firm 

INSURANCE 

American  Finl  Group/Carl  H  Lindner 

333 

30 

77 

Dayton  OH 

13 

American  General/Harold  S  Hook 

100 

7 

64 

Kansas  City  M0 

U  of  Missouri,  BS  '53 

MA '54 

26 

American  Intl  Group/Maurice  R  Greenberg 

27 

4 

71 

New  York  NY 

U  of  Miami,  BA  '48 

NY  Law  School,  LLB  '50 

35 

American  Natl  Ins/Robert  L  Moody 

181 

i  a 
14 

en 

bO 

f  ■  1  ,  . ,  I  -  TV 

Galveston  IX 

14 

Amorirsn  Po/Panl  M  Inriprhif'/f'i 

568 

43 

48 

Rochester  NY 

St  John  Fisher  C,  BS  '70 

13 

Aon/Patrick  G  Ryan 

331 

29 

59 

Milwaukee  Wl 

Northwestern  U,  BS  '59 

32 

WR  Berkley/William  R  Berkley1 

245 

20 

50 

Newark  NJ 

NYU,  BS  '66 

Harvard,  MBA  '68 

29 

Berkshire  Hatha  way /Warren  E  Buffett 

789 

52 

65 

Omaha  NE 

U  of  Nebraska  Lincoln,  BS  '50 

Columbia,  MBA '51 

31 

s%  i      i_  i  m         n  ami  

Chubb/Dean  R  0  Hare 

oon 

220 

1  c 

lb 

C  0 

53 

Jersey  City  NJ 

MVII    DO  'CO 
NYU,  Bb  b3 

Dnnn  II  MV   MDA  'CO 

race  U  NY,  MBA  bo 

00 

33 

Piona/WiKnn  H  favlnr 

87 

6 

52 

Hartford  CT 

Trinity  College  CT,  BS  '64 

32 

Cincinnati  Financial/Robert  B  Morgan 

510 

40 

62 

Yerkes  KY 

Eastern  Kentucky  U,  BA  '54 

30 

Conseco/Stephen  C  Hilbert' 

5 

2 

50 

Terre  Haute  IN 

17 

Equitable  Cos/Joseph  J  Melone 

157 

11 

64 

Pittston  PA 

U  of  Pennsylvania,  BS  '53 

PhD  '61 

6 

Equitable  of  Iowa/Frederick  b  Hubbeli 

1  AL 

14b 

A  C 

4b 

Des  Moines  IA 

II    rtf    ll„,IL     r  r,  ,       ],,-,  ■        DA  '70 

u  or  North  Carolina,  BA  li 

1 1       !..„.    in  >7C 

U  ot  Iowa,  lu  lb 

1  0 

13 

Fir<;t  fnlnnv/Rriirp  0  Gnttwalri  lr 

672 

46 

38 

Richmond  VA 

VMI  BA  '80 

»nii,  un  uu 

Col  of  William  &  Marv  MBA  'f 

vui  ui  iiiiiiuin  m  itiuijFp  mun  i 

4  4 

Fremont  General/James  A  Mclntyre 

175 

13 

63 

Los  Angeles  CA 

USC,  BS  '54 

33 

General  Re/Ronald  E  Ferguson 

152 

10 

54 

Chicago  IL 

Blackburn  U,  BA  '63 

Uof  Michigan,  MS  '65 

27 

Horace  Mann/Paul  J  Kardos 

625 

44 

59 

Vandergrift  PA 

Grove  City  C,  BS  '62 

19 

ITT  Hartford  Group/Donald  K  rrahm 

ICC 

lob 

1  0 

12 

C  A 

b4 

it  LOUIS  ML) 

lfl^rL„       i    II    DO  'CO 

Washington  U,  Bb  53 

22 

Ipffpr^nn-Pilnt/Dauid  A  Stnnpnnhpr 

358 

34 

55 

Cleveland  TN 

Vanderbilt  U,  BBA  '62 

Georgia  State  U,  MS  '67 

4 

John  Alden  Financial/Glendon  E  Johnson 

650 

45 

72 

Cleveland  UT 

U  of  Utah,  BS  '48 

Harvard,  LLD  '52 

11 

Leucadia  National/Ian  M  Cumming 

4 

1 

55 

Canada 

U  of  Kansas  '62 

Harvard,  MBA  '70 

18 

Liberty  Financial  Cos/Kenneth  R  Leibler 

497 

39 

47 

New  York  NY 

Syracuse  U,  BA  '71 

6 

Life  Partners  Group/John  Massey 

700 
lit 

a  n 

49 

cc 

5b 

ban  Antonio  IX 

OMI 1    DA  'C  1 

bMU,  BA  bl 

U  ot  lexas  Austin,  JU  bb 

0 

L 

Life  USA  Holdine/Rnhprt  W  MaoDnnald1 

527 

41 

53 

Rnrhpstpr  NY 

l\  UL>  I IGO  IGI  111 

Wpstprn  Statp  U  Col  BSL  '74 

>  V  C  J  1  C- 1  I  I    Jul  It    U   UUI,    UOL  It 

g 

Lincoln  National/Ian  M  Rolland 

343 

32 

62 

Fort  Wayne  IN 

OePauw  U,  BA  '55 

U  of  Michigan,  MA  '56 

40 

Ohio  Casualty/Lauren  N  Patch 

762 

50 

45 

Lexington  KY 

U  of  Kentucky,  BS  '73 

24 

Old  Republic  Intl/A  C  Zucaro 

683 

47 

57 

France 

CUNY  Queens,  BS  '62 

20 

Progressive/Peter  B  Lewis1 

00|7 

29/ 

25 

CO 

o2 

Ueveland  Un 

n . .  .•  -    t  -  -     AH  'CC 

Princeton,  AB  55 

A  1 

41 

Protective  Life/Dravtnn  Nahpri  lr 

359 

35 

55 

Birmingham  AL 

Princeton,  AB  '62 

Yale,  LLB  '65 

17 

Provident  Cos/J  Harold  Chandler 

218 

15 

47 

Belton  SC 

Wofford  C,  BA'71 

U  of  S  Carolina,  MBA  72 

3 

Providian/lrving  W  Bailey  II 

252 

22 

54 

Cambridge  MA 

U  of  Colorado,  BA  '63 

NYU,  MBA  '68 

15 

Prudential  Reinsur/Joseph  VTaranto 

16 

3 

47 

Brooklyn  NY 

CUNY  Brooklyn,  BS '71 

2 

Reliance  Group/Saul  P  Steinberg' 

118 

8 

56 

New  York  NY 

U  ot  Pennsylvania,  Bb  61 

oc 
35 

ReliaStar  Finanrial/lnhn  G  Tnrnpr 

ii&iiaviai   ■  i  ■  iui  ii*  ion  j  ui  i  M  li  nine 

244 

19 

56 

Snrinpfipld  MA 

>jui  1 1 1 £ i  it  iu  itm 

Amherst  C  BA  '61 

niiiiii.i.ji  \j ,  un  ui 

29 

Safeco/Roger  H  Eigsti 

447 

38 

54 

Vancouver  WA 

Linfield  C,  BS  '64 

24 

St  Paul  Cos/Douglas  W  Leatherdale 

350 

33 

59 

Canada 

U  of  Manitoba,  BA  '57 

24 

SunAmerica/Eli  Broad1 

233 

18 

62 

New  York  NY 

Michigan  State  U,  BA  '54 

39 

TIG  Holdings/Jon  W  Rotenstreich 

556 

42 

52 

Birmingham  AL 

U  of  Alabama,  BS  '64 

3 

Torchmark/Ronald  K  Richey 

328 

28 

69 

Erie  KS 

Washburn  U,  BA  '49 

JD  '51 

32 

Transamerica/Frank  C  Herringer 

246 

21 

53 

New  York  NY 

Dartmouth,  AB  '64 

MBA  '65 

17 

Transatlantic  Holding/Robert  F  Orlich 

772 

51 

48 

Hoboken  NJ 

St  John's  U  NY.  BBA  '69 

MBA '75 

8 

Unitrin/Richard  C  Vie 

721  . 

48 

58 

St  Louis  M0 

13 

UNUM/James  F  Orr  III 

382 

36 

53 

Minneapolis  MN 

Villanova,  BS  '65 

Boston  U,  MBA  '70 

10 

USF&G/Norman  P  Blake  Jr 

222 

17 

54 

New  York  NY 

Purdue  U,  BA  '64 

MA  '66 

5 

USLife/Greer  F  Henderson 

321 

27 

64 

Jersey  City  NJ 

Si  Peter's  C,  BS  '54 

21 

Western  National/Michael  J  Poulos 

393 

37 

65 

Glens  Falls  NY 

Colgate  U,  BA  '53 

NYU,  MBA  '63 

3 

Rank  is  based  on  total  compensation  for  latest  fiscal  year  Market  Value  of  CEO  stock  is  based  on  Apr.  17  stock  price  and  includes  all  classes  of  common.  Sales  and  profits  are  as 
ed  in  The  Forbes  500s  Annual  Directory  issue.  Five-year  return  is  average  annual  total  return  as  of  Mar.  31.  Sources  of  return  data.  Market  Guide  via  OneSource  Information  Services; 
Bloomberg  Financial  Markets.  'Percentage  change  is  for  combined  salary  and  bonus.  'Company  founder.  2Return  is  for  less  than  5-year  period.  Annualized  salary.  4Four-year  total,  ^hr 
total.  6Less  than  0.01%.  'Less  than  $100,000.  Prior  year  data.  9New  CEO;  compensation  may  be  for  another  executive  office.  1GNew  CEO;  less  than  six  months' service.    Director's  fees 
^Includes  shares  indirectly  held.  l3Paid  to  date.  "Received  options  or  restricted  stock  in  lieu  of  portion  of  salary  or  bonus.  NA:  Not  available. 
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j  Compensation   — Stock  owned—   Company  data   Company 

salary    bonus        %       other     stock  gains     total    5-year  total     %     market  value       sales     profits  5-year 


— ($thou)— 

change* 

($thou)  

(Smil) 

— ($mil)— 

return 

$676 

$529 

10% 

$261 

— 

$1,938 

$7,377 

0.32% 

$7.3 

$2,079 

$198 

16% 

Industry  medians 

981 

800 

-6 

49 

— 

1,830s 

6,774 

25.84 

336.4 

3,630 

190 

11 

American  Finl  Group 

980 

980 

0 

771 

2,374 

5,105 

19,825 

0.14 

10.1 

6,495 

545 

17 

American  General 

1,000 

3,150 

11 

7 

6,834 

10,991 

38,613 

2.17 

944.1 

25,874 

2,510 

17 

American  Intl  Group 

2,917 

0 

9 

1 

2,917 

12,281 

1.32 

23.4 

1,471 

206 

20 

American  Natl  Ins 

437 

550 

NA 

30 

1  017 

NA 

0  02 

1  797 

-87 

32 

0 

flmpriran  Rp 
mi  i  ici  nai  i  r\c 

887 

743 

23 

217 

— 

1,847 

6,558 

12.42 

691.7 

3,466 

403 

20 

Aon 

1,023 

996 

105 

275 

— 

2,293 

7,158 

12.48 

108.3 

1,022 

61 

11 

WR  Berkley 

100 

0 

0 

— 

100 

500 

43.22 

16,770.0 

4,488 

725 

33 

Berkshire  Hathaway 

803 

1  on 

1,221 

AC 

AOA 

n  rir 

2,515 

11,759 

0.06 

4.4 

6,089 

697 

8 

Chubb 

872 

1,575 

42 

3,107 

146 

5,699 

12  986 

0  09 

7  3 

1 0,  J  J  J 

22 

C  igna 

576 

399 

9 

— 

165 

1,140 

6,623 

0.60 

20.8 

1,656 

227 

19 

Cincinnati  Financial 

250 

7,416 

-21 

17,130 

24,796 

231,651 

4.07 

63.6 

2,855 

223 

40 

Conseco 

600 

2,000 

NA 

695 

3,295' 

NA 

 6 

0.2 

7,274 

350 

.  322 

Equitable  Cos 

512 

247 

-13 

n  a  i  c 

2,435 

A  f\C 

40b 

3,600 

8,950 

1.76 

18.5 

765 

85 

48 

Equitable  of  Iowa 

386 

324 

17 

16 

725 

1  923  s 

L.O\J 

33  7 

1  ,U  JO 

l  Si 

-9 2 

Firct  f*nlnn\/ 
i  iim  vuiuny 

685 

980 

50 

1,322 

— 

2,987 

8,330 

6.18 

34.5 

924 

68 

29 

Fremont  General 

852 

683 

5 

242 

1,631 

3,408 

12,307 

0.07 

10.5 

7,210 

825 

10 

General  Re 

375 

475 

11 

17 

— 

867s 

3,897 

2.26 

14.6 

741 

74 

152 

Horace  Mann 

604 

263 

4 

774 

1,540 

3,181 

4,879 5 

0.02 

1.3 

12,150 

559 

NA 

ITT  Hartford  Group 

811 

540 

21 

357 

1,708 

4  480 4 

n  07 

2  fi 

1  5  69 

274 

27 

L  1 

Ipffprcnn.Pilnt 
jci  ici  jum  niut 

667 

0 

-38 

125 

— 

793 

4,599" 

0.34 

1.6 

1,671 

7 

62 

John  Alden  Financial 

505 

291 

-45 

251 

27,996 

29,042 

45,448 

17.07 

246.8 

1,504 

79 

30 

Leucadia  National 

655 

491 

NA 

41 

— 

1,187 

NA 

 6 

 7 

1,027 

74 

172 

Liberty  Financial  Cos 

450 

113 

NA 

3 

566 

NA 

0.06 

0.3 

537 

26 

2 

Life  Partners  Group 

500 

500 

100 

100 

1,100 

3,615 

9.71 

15.9 

273 

19 

5? 

Lite  USA  Holding 

LIIC   U  JM  I  IUIUH  !g 

958 

0 

2 

505 

306 

1,769 

7,223 

0.16 

7.9 

6,633 

482 

20 

Lincoln  National 

474 

0 

27 

13 

— 

488 

1,310s 

0.58 

7.2 

1,462 

100 

16 

Ohio  Casualty 

494 

200 

-24 

8 

— 

702 

6,777 

0.34 

6.1 

1,696 

213 

22 

Old  Republic  Intl 

800 

773 

-18 

441 

2,014 

14,006 

12.15 

374.9 

3,012 

251 

18 

Progressive 

499 

459 

14 

746 

1,704 

5, 125 4 

0.39 

3.7 

880 

77 

35 

Prntprtiup  1  ifp 

650 

1,638 

111 

245 

— 

2,532 

4,499  s 

0.23 

3.1 

2,555 

116 

12 

Provident  Cos 

745 

519 

8 

389 

603 

2,255 

10,561 

0.16 

6.9 

3,388 

345 

16 

Providian 

815 

300 

NA 

13,343 

— 

14,459 

NA 

0.87 

9.5 

949 

1 

NA 

Prudential  Reinsur 

1,800 

2,013 

2 

435 

4,248 

26,789 

35.94 

302.1 

2,906 

91 

10 

Reliance  Group 

586 

499 

19 

846 

367 

2  298 

7,388 

0.26 

4.1 

2,090 

164 

29 

RpliaStar  Financial 

I\C  1  Id  o  Id  1   1  lllaliuial 

650 

65 

19 

307 

323 

1,346 

4,871 

0.08 

3.0 

3,723 

399 

14 

Safeco 

738 

630 

6 

377 

— 

1,745 

7,574 

0.11 

4.8 

5,410 

521 

14 

St  Paul  Cos 

600 

1,528 

18 

271 

2,399 

21,584 

17.72 

442.1 

1,122 

214 

47 

SunAmerica 

600 

400 

4 

54 

— 

1,054 

2,624  s 

0.41 

7.3 

1,875 

118 

ll2 

TIG  Holdings 

1  L167 

500 

-5 

206 

1,873 

34,353 

1.30 

39.4 

2,067 

143 

6 

Torchmark 

975 

709 

10 

175 

425 

2,283 

9,246 

0.09 

4.4 

6,101 

471 

20 

Transamerica 

264 

160 

36 

6 

431 

NA 

 6 

7 

1,165 

132 

14 

Transatlantic  Holding 

475 

100 

19 

16 

592 

2,157 

 6 

 7 

1,447 

151 

7 

Unitrin 

691 

249 

50 

616 

1,556 

11,042 

0.19 

8.7 

4,123 

281 

16 

UNUM 

806 

1,500 

22 

168 

2,474 

12,152 

0.05 

0.9 

3,459 

209 

12 

USF&G 

581 

244 

NA 

970 

89 

1,883s 

NA 

0.48 

4.7 

1,740 

105 

14 

USLife 

750 

750 

0 

29 

1,529 

3,708  s 

0.30 

3.2 

570 

7 

132 

Western  National 
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Pnmnanu/rhiof  OYonitiv/p 

Rank 

Ape 

Birthplace 

 Education — 

Tpnurp  ft 

OUIIILIdliy/ul  MCI  CACtUllVC 

1  ^IIUI  V  \1 

among 

in 

undergraduate 

graduate 

with 

800  execs 

industry 

firm 

METALS 

AK  Steel  Holding/Richard  M  Wardrop  Jr 

464 

12 

50 

McKeesport  PA 

Penn  State  U,  BS  '68 

4 

Alumax/Allen  Born 

449 

11 

62 

Durango  CO 

'U  of  Texas  El  Paso,  BS  '58 

11 

Alcoa/Paul  H  O'Neill 

29 

1 

60 

St  Louis  M0 

Cal  St  Fresno,  BA  '60 

Indiana  U,  MPA'66 

9 

Asarco/Richard  de  J  Osborne 

oovi 

c 
0 

CO 

bl 

Bronxville  NY 

Princeton,  AB  '56 

0 1 

21 

Rpthlphpm  ^tppl/Pnrti<;  H  Rarnpftp 

604 

16  ' 

61 

St  Albans  WV 

West  Virginia  U,  BA  '56 

Yale,  JD  '62 

29 

Commercial  Metals/Stanley  A  Rabin 

478 

14 

58 

New  York  NY 

Columbia,  BS  '59 

Uof  Santa  Clara,  MBA  '69 

26 

Cyprus  Amax  Mineral/Milton  H  Ward 

164 

4 

63 

Bessemer  AL 

U  of  Alabama,  BS  '55 

U  of  New  Mexico,  MBA  74 

4  j 

Engelhard/Onn  R  Smith 

44 

2 

60 

Newark  NJ 

Brown,  BA  '57 

Seton  Hall  U,  MBA  '64 

19 

Freeport  Copper/James  R  Moffett 

o i o 

Q 

0 

0/ 

Houma  LA 

II          Tnuic    Anflin     DC  'CI 

u  or  lexas  Austin,  bo  bl 

Tnt^nr*  M    MC  'CO 

lulane  U,  Mo  bo 

oc 
lb 

Hfimp^takp  Mininp/lark  F  Thnmnson 

I  Iwillwldnc  ivi  1 1 1 1 1 1  c/ j  ao  r\  i_  i  ..'uiiipjjN 

769 

19 

46 

Cuba 

U  of  Arizona,  BS  '71 

15 

Inland  Steel  Inds/Robert  J  Darnall 

476 

13 

58 

Normal  IL 

DePauw  U,  BA  '60 

U  of  Chicago,  MBA  73 

34 

LTV/David  H  Hoag 

253 

6 

56 

Pittsburgh  PA 

Allegheny  C,  BA  '60 

36 

Maxxam/Charles  E  Hurwitz 

t;nc 

jUO 

1  r 

ID 

GC 
JO 

tf  il nnra  TY 

wigore  IA 

u  oi  UKianoma ,  ka  bi 

1  Q 
15 

National  Steel/V  John  Goodwin 

667 

18 

52 

Long  Island  NY 

Clarkson  U,  BSEE  '65 

Monmouth  C,  MBA  77 

2 

Newmont  Mining/Ronald  C  Cambre 

630 

17 

57 

New  Orleans  LA 

Louisiana  State  U,  BS  '60 

3 

Nucor/John  D  Correnti 

388 

10 

49 

Rochester  NY 

Clarkson  U,  BCE  '69 

16  ' 

Phelps  Dodge/Douglas  C  Yearley 

142 

3 

60 

Oak  Park  IL 

Cornell,  BS  '58 

36 

Reynolds  Metals/Richard  G  Holder 

271 

7 

64 

Paris  TN 

Vanderbilt  U,  BA  '53 

43 

USX-US  Steel/Thomas  J  Usher 

337 

9 

53 

Reading  PA 

U  of  Pittsburgh,  BS  '64 

PhD  71 

30 

RETAILING 

Ames  Dept  Stores/Joseph  R  Ettore 

CC1 

bb4 

07 

3/ 

C7 

Jersey  City  NJ 

M  Peter  s  c,  btSA  bl 

L  1 

AutoZone/Joseph  R  Hyde  III 

bbO 

in 

29 

C  0 

53 

Memphis  TN 

U  ot  North  Carolina,  bo  bb 

0  1 

31 

Best  Buy/Richard  M  Schulze1 

433 

21 

55 

St.  Paul  MN 

30 

Caldor/Don  R  Clarke 

641 

36 

50 

Rexburg  ID 

Brigham  Young  U,  BS  '70 

Washington  State,  MBA  71 

10 

Circuit  City  Stores/Richard  L  Sharp 

315 

12 

49 

Washington  DC 

13 

CompUSA/James  F  Halpm 

575 

32 

45 

Chicago  IL 

3 

CUC  International/Walter  A  Forbes 

15 

1 

53 

Rockford  IL 

Northwestern  U,  BS  '61 

Harvard,  MBA  '68 

20 

Dayton  Hudson/Robert  J  Ulrich 

159 

4 

53 

Minneapolis  MN 

U  of  Minnesota,  BA  '67 

29 

Dillard  Dept  Stores/William  T  Diilard  Sr1 

351 

14 

81 

Mineral  Spr  AR 

U  of  Arkansas,  BBA '35 

Columbia,  MS  '37 

57 

Eckerd/Francis  A  Newman 

46 

England 

3 

Federated  Dept  Strs/Allen  Questrom 

299 

11 

56 

Boston  MA 

Boston  U,  BA  '64 

6 

Fingerhut  Cos/Theodore  Oeikel 

368 

16 

60 

Minneapolis  MN 

7  I 

Gap/Millard  Drexler 

51 

New  York  NY 

SUNY  Buffalo,  BS  '66 

Boston  U,  MBA  '68 

13 

General  Nutrition  Cos/William  E  Watts 

247 

7 

43 

Buffalo  NY 

SUNY  Buffalo,  BA  '75 

12 

Hechinger/John  W  Hechinger  Jr 

661 

38 

46 

Washington  DC 

Boston  C,  BS  72 

24 

Home  Depot/Bernard  Marcus1 

192 

5 

67 

Newark  NJ 

Rutgers,  BS  '54 

18 

Inacom/Bill  L  Fairfield1 

487 

24 

49 

Kearney  NE 

Bradley  U,  BSIE  '69 

Harvard,  MBA  75 

17 

Intelligent  Electron/Richard  D  Sanford1 

445 

22 

52 

New  York  NY 

Hofstra  U,  BA  '71 

14 

Kmart/Floyd  Hall 

57 

Duncan  OK 

1 

Kohl's/William  S  Kellogg 

599 

33 

52 

Milwaukee  Wl 

30 

Limited/Leslie  H  Wexner1 

285 

10 

58 

Dayton  OH 

Ohio  State  U,  BS  '59 

33 

Longs  Drug  Stores/Robert  M  Long 

748 

42 

58 

Oakland  CA 

Claremont  McKenna  C,  BA  '60 

35 

Lowe's  Cos/Leonard  G  Herring 

610 

34 

68 

Snow  Hill  NC 

U  of  North  Carolina,  BS  '48 

40 

May  Dept  Stores/David  C  Farrell 

93 

3 

62 

Chicago  IL 

Antioch  U,  BA  '56 

40 

Melville/Stanley  P  Goldstein 

554 

30 

61 

Woonsocket  Rl 

U  of  Pennsylvania,  BS  '55 

33 

Mercantile  Stores/David  L  Nichols 

502 

27 

53 

Toledo  OH 

U  of  Toledo,  BS  '90 

32 

Fred  Meyer/Robert  G  Miller 

707 

41 

52 

Louisville  MS 

5  1 

MicroAge/Jeffrey  D  McKeever' 

381 

18 

53 

Marion  IN 

Uof  Arizona,  BS  '65 

MBA  73 

20 

Nordstrom/Raymond  A  Johnson" 

768 

43 

55 

Seattle  WA 

27 

Rank  is  based  on  total  compensation  tor  latest  fiscal  year.  Market  Value  of  CEO  stock  is  based  on  Apr.  17  stock  price  and  includes  all  classes  of  common.  Sales  and  profits  are  as 
reported  in  The  Forbes  500s  Annual  Directory  issue.  Five-year  return  is  average  annual  total  return  as  of  Mar.  31.  Sources  of  return  data:  Market  Guide  via  OneSource  Information  Servil 
Bloomberg  Financial  Markets.  'Percentage  change  is  for  combined  salary  and  bonus.  'Company  founder.  2Return  is  for  less  than  5-year  period.  Annualized  salary.  4Four-year  total.  ^Thi 
year  total.  6Less  than  0.01%.  'Less  than  $100,000.  8Prior-year  data.  'New  CEO;  compensation  may  be  for  another  executive  office.  ,0New  CEO;  less  than  six  months' service.  "Director's 
only.  ^Includes  snares  indirectly  held.  13Paid  to  date.  14Received  options  or  restricted  stock  in  lieu  of  portion  of  salary  or  bonus.  ^Compensation  paid  by  Freeport/McMoRan.  '"Salary  and  bl 
paid  for  services  rendered  to  Marathon,  Steel  and  Delhi.  "Office  jointly  held  with  John  J  Whitacre.  NA:  Not  available. 
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rnmiifnntinn 

Cfrt^L    mini  r>  ri 

Company 

salary  bonus 
— ($thou)— 

% 
change* 

other     stock  gains  total 
 ($thou)  

5-year  total 

% 

market  value 
($mil) 

 uuinpaiiy  uaia  

sales     profits  5-year 
— ($mil)—  return 

$625 

$515 

20% 

$104 

— 

$1,543 

$7,823 

0.13% 

$2.7 

$3,198 

$180 

14% 

Industry  medians 

443 

436 

NA 

27 

400 

1,307 

NA 

0.17 

1.8 

2,257 

269 

312 

AK  Steel  Holding 

750 

505 

5 

85 

— 

1,340 

6,211 5 

0.15 

2.3 

2,926 

237 

NA 

Alumax 

750 

1,250 

38 

175 

8,603 

10,778 

18,987 

0.08 

9.1 

12,500 

791 

16 

Alcoa 

780 

850 

49 

296 

448 

2,374 

6,414 

0.24 

3.5 

3,198 

169 

7 

Asarco 

625 

221 

54 

1 A 

920 

2,7  72 4 

0.09 

1.3 

4,868 

180 

-1 

Bethlehem  Steel 

395 

515 

12 

329 

— 

1,239 

4,699 

1.10 

5.1 

2,268 

42 

15 

Commercial  Metals 

620 

1,700 

45 

867 

— 

3,187 

9,231 4 

0.36 

9.3 

3,207 

124 

10 

Cyprus  Amax  Mineral 

735 

925 

25 

1,481 

5,967 

9,108 

29,752 

0.59 

19.6 

2,840 

138 

28 

Engelhard 

1,819 

0 

-59 

104 

— 

1,924 

21,261 15 

0.44 

23.7 

1,834 

254 

25 

Freeport  Copper 

336 

68 

NA 

00 

38 

4429 

NA 

g 

0.2 

716 

30 

5 

Homestake  Mining 

691 

516 

25 

35 

— 

1,241 

3,601 4 

0.13 

1.6 

4,781 

147 

'4 

Inland  Steel  Inds 

588 

340 

2 

1,321 

— 

2,249 

9,476 

0.08 

1.2 

4,283 

185 

52 

LTV 

609 

450 

7 

97 

1,156s 

14,097 

30.60 

133.3 

2,565 

58 

1 

Maxxam 

390 

280 

NA 

73 

743 

NA 

 6 

 7 

2,954 

105 

02 

National  Steel 

513 

333 

1 

9 

855 

1,854s 

 6 

0.3 

636 

113 

16 

Newmont  Mining 

242 

632 

NA 

468 

201 

1.5439 

NA 

0.05 

2.7 

3,462 

275 

25 

Nucor 

640 

643 

15 

280 

2,070 

3,633 

17,937 

0.17 

8.5 

4,185 

747 

20 

Phelps  Dodge 

700 

975 

72 

101 

341 

2,117 

5,034 

0.13 

4.6 

7,213 

389 

3 

Reynolds  Metals 

67516 

90016 

NA 

226 

1,801 

NA 

0.04 

1.2 

6,456 

303 

122 

USX-US  Steel 

$651 

$343 

2% 

$63 

— 

$1,283 

$6,047 

$0.51 

.  7.8% 

$4,448 

$77 

10% 

Industry  medians 

750 

0 

NA 

37 

— 

787 

NA 

0.51 

0.2 

2,216 

—2 

4 

Ames  Dept  Stores 

602 

451 

-9 

6 

1,058 

36,458 

9.54 

484.3 

1,943 

149 

34 2 

AutoZone 

728 

0 

-13 

26 

639 

1,393 

5,473 

20.35 

153.7 

6,589 

56 

43 

Best  Buy 

563 

246 

-2 

8 

816s 

6,8744 

0.78 

0.5 

2,764 

1 

-302 

Caldor 

652 

975 

39 

286 

1,913 

20,276 

0.96 

31.4 

6,686 

181 

29 

Circuit  City  Stores 

550 

440 

124 

990 

NA 

0.62 

7.8 

3,135 

40 

252 

CompUSA 

733 

725 

9 

28 

13,115 

14,600 

32,601 

0.18 

10.3 

1,415 

163 

35 

CUC  International 

982 

750 

65 

179 

1,349 

3,2598 

NA 

0.07 

4.8 

23,516 

311 

6 

Dayton  Hudson 

885 

660 

-19 

190 

1,735 

11,532 

1.11 

45.4 

5,918 

167 

0 

Dillard  Dept  Stores 

NA 

NA 

NA 

0.01 

0.2 

4,772 

93 

53 2 

Eckerd 

1,250 

750 

67 

2,000 

10,540 

 6 

0.2 

15,049 

75 

202 

Federated  Dept  Strs 

577 

519 

102 

547 

1,643 

20,231 

3.13 

18.3 

2,110 

51 

3 

Fingerhut  Cos 

NA 

NA 

NA 

NA 

4,395 

354 

19 

Gap 

599 

200 

0 

25 

1,453 

2,277s 

5,915 

0.16 

2.3 

846 

69 

63 2 

General  Nutrition  Cos 

483 

172 

-4 

101 

756s 

3,212 

2.70 

4.0 

2,253 

-78 

-14 

Hechinger 

600 

2,000 

0 

167 

2,767 

12,957 

3.12 

688.7 

15,470 

732 

22 

Home  Depot 

374 

729 

134 

113 

1,216 

3,307 

1.65 

2.9 

2,200 

12 

2 

Inacom 

850 

0 

-40 

497 

1,347s 

7,920 

11.24 

22.4 

3,475 

-19 

-17 

Intelligent  Electron 

NA 

NA 

NA 

NA 

34,654 

-520 

-22 

Kmart 

814 

111 

-2 

6 

931s 

3,6054 

8.69 

212.5 

1,926 

73 

44 2 

Kohl's 

1,150 

768 

-3 

148 

2,067 

10,178 

23.05 

1,170.2 

7,881 

962 

-4 

Limited 

100 

291 

10 

133 

524 

2,201 

10.75 

94.9 

2,644 

46 

6 

Longs  Drug  Stores 

625 

96 

-26 

177 

899 

5,468 

1.13 

54.8 

7,075 

226 

37 

Lowe's  Cos 

1,100 

533 

-7 

3,541 

222 

5,396s 

20,610 

0.34 

41.7 

10,952 

755 

16 

May  Dept  Stores 

1,050 

0 

-32 

4 

1,054 

8,825 

0.17 

7.0 

9,689 

-615 

-4 

Melville 

725 

394 

12 

59 

1,179 

3,631 4 

0.02 

0.4 

2,944 

123 

13 

Mercantile  Stores 

555 

0 

-25 

67 

623s 

6,499 5 

0.69 

5.2 

3,429 

30 

12 

Fred  Meyer 

463 

37 

-20 

692 

367 

1,558" 

4,162 

3.06 

4.5 

3,047 

-1 

9 

MicroAge 

344 

0 

NA 

12 

87 

444 

NA 

0.08 

2.9 

4,114 

165 

7 

Nordstrom 
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Company/chief  executive 

 Rank 

Age 

Birthplace 

 Education — 

Tenure  (ye 

among 

in 

undergraduate 

graduate 

with 

800  execs 

industry 

firm  C 

Office  Depot/David  1  Fuente 

322 

13 

50 

Chicago  IL 

Purdue  U,  BS  '67 

MS  '69 

8 

OfficeMax/Michael  Feuer' 

371 

17 

51 

8 

Payless  Cashways/David  Stanley 

692 

40 

60 

Kansas  City  M0 

Columbia,  LLB  '57 

16 

JC  Penney/James  E  Oesterreicher 

ocn 
ZbU 

8 

04 

Saginaw  Ml 

Michigan  State  U.  BS  '64 

32 

Prirp/Pnstm/lamps  D  Sinppal1 

785 

44 

60 

Pittsburgh  PA 

San  Diego  State  U,  BA  '59 

Revco  DS/D  Dwayne  Hoven 

411 

20 

54 

Jackson  AL 

Auburn  U,  BS  '64 

9 

Rite  Aid/Martin  L  Grass 

501 

26 

42 

Harrisburg  PA 

U  of  Pennsylvania,  BA  76 

Cornell,  MBA  '78 

18 

Sears,  Roebuck/Arthur  C  Martinez 

69 

2 

56 

New  York  NY 

Polytechnic  Institute,  BSME  '60  Harvard,  MBA  '65 

4 

Service  Merchandise/Raymond  Zimmerman1 

COO 

oc 

CO 

Memphis  TN 

36 

Spiegel/John  J  Shea 

565 

31 

58 

Newark  NJ 

La  Salle,  BS  '59 

U  of  Pittsburgh,  MS  '60 

16 

Staples/Thomas  G  Sternberg1 

680 

39 

47 

Newark  NJ 

Harvard,  AB  '71 

MBA  '73 

10 

Tandy/John  V  Roach 

Jul 

i  ^ 

ID 

C7 
0/ 

QtimtnrH  TV 

otamiora  ia 

Texas  Christian  U,  BA  '61 

MBA  '65 

on 

29 

TJX  Cos/Bernard  Cammarata 

394 

19 

56 

Brooklyn  NY 

20 

Toys  R'  Us/Michael  Goldstein 

486 

23 

55 

Brooklyn  NY 

CUNY  Queens,  BA  '63 

13 

Waban/Herbert  J  Zarkin 

499 

25 

57 

Haverhill  MA 

7 

Wal-Mart  Stores/David  D  Glass 

547 

28 

60 

Mountainview  M0 

SW  Missouri  St  U,  BS  '59 

20 

Walgreen/Charles  R  Walgreen  III 

266 

9 

60 

Chicago  IL 

U  of  Michigan,  BS  '58 

44 

Woolworth/Roger  N  Farah 

221 

6 

43 

New  York  NY 

U  of  Penn-Wharton,  BS  '74 

1 

TRAVEL  &  TRANSPORT 

Airborne  Freight/Robert  S  Cline 

GGO 
OOZ 

OO 

LL 

£Q 
JO 

Urbana  IL 

fy.  ni       nil;    da  'Cfl 

Dartmouth,  BA  59 

31 

American  President/Timothy  J  Rhein 

70Q 

OQ 
LQ 

00 

San  Francisco  CA 

II  nf  Cinin  (*I<m-i     DC  'CO 

u  or  janta  uara,  do  bz 

2S 

AMK/KODert  l  uanaan 

1 

Q 
0 

bU 

\Afnc  +  rtrln  Dl 

westerly  m 

II   nt  DUnAn   1  r  1        A     DC  'C7 

u  ot  Khode  Island,  do  j/ 

U  ot  Pennsylvania,  MBA  bU 

00 

23 

Burlington  Santa  Fe/Robert  D  Krebs 

JL 

o 

L 

04 

Sacramento  CA 

C  +  ^nfnrH  II    DA  'C4 

Manrora  u,  da  o4 

li,r„,.j   IMDA  'CC 

Harvard.  MtSA  bb 

on 

Caliber  System/Daniel  J  Sullivan 

71  C 

/  lb 

07 
Li 

OU 

westDury  u 

AmLnrri  P     DA  'CO 

Amherst  l>,  da  by 

0  A 

24 

Circus  Circus/Clyde  T  Turner 

632 

21 

58 

Las  Vegas  NV 

U  of  Nevada  Las  Vegas,  BS  '60 

3 

Conrail/David  M  LeVan 

710 

26 

50 

Gettysburg  PA 

Gettysburg  C,  BBA  '68 

18 

Consol  Freightways/Donald  E  Moffitt 

655 

23 

63 

Terre  Haute  IN 

41 

Continental  Airlines/Gordon  M  Bethune 

241 

12 

54 

Austin  TX 

Abilene  Christian  U,  BS  '66 

2 

CSX/John  W  Snow 

102 

5 

56 

Toledo  OH 

U  of  Toledo,  BA  '62 

Uof  Virginia,  PhD '65 

19 

Delta  Air  Lines/Ronald  W  Allen 

545 

20 

54 

Atlanta  GA 

Georgia  Tech,  BSIE  '64 

33 

Federal  Express/Frederick  W  Smith1 

462 

18 

51 

Marks  MS 

Yale,  BA  '66 

25 

Harrah's  Entertain/Philip  G  Satre 

170 

9 

47 

.  Palo  Alto  CA 

Stanford  U.  BA  '71 

Uof  Cal  Davis,  JD  '75 

16 

HFS/HenryR  Silverman1 

418 

17 

56 

New  York  NY 

Williams  C  '61 

U  of  Pennsylvania,  JD  '64 

6 

Hilton  Hotels/Stephen  F  Bollenbach 

745 

30 

53 

Los  Angeles  CA 

UCLA,  BS  '65 

Cal  St  Los  Angeles,  MBA  '68 

 10 

Host  Marriott/Terence  C  Golden 

671 

24 

51 

Horsham  PA 

U  of  Notre  Dame,  BSME  '66 

MIT,  MSE  '67 

1 

Illinois  Central/E  Hunter  Harrison 

407 

15 

51 

Memphis  TN 

Memphis  State  U,  BA  '68 

7 

ITT/Rand  V  Araskog 

56 

3 

64 

Fergus  Falls  MN 

US  Military  Acad,  BS '53 

29 

Kansas  City  Southern/Landon  H  Rowland 

85 

4 

59 

Fuquay  Springs  NC 

Dartmouth,  BA '59 

Harvard,  LLB  '62 

16 

Marriott  Intl/J  Willard  Marriott  Jr 

400 

14 

64 

Washington  DC 

U  of  Utah,  BS  '54 

40 

Mirage/Stephen  A  Wynn 

134 

6 

54 

New  Haven  CT 

U  ot  Pennsylvania,  BA  '63 

23 

Norfolk  Southern/David  R  Goode 

160 

7 

55 

Vinton  VA 

Duke  U,  AB  '62 

Harvard,  JD  '65 

31 

Northwest  Airlines/John  H  Dasburg 

37 

1 

53 

New  York  NY 

U  of  Florida,  BS  '66 

JD  '73 

7 

Roadway  Express/Michael  WWickham 

786 

32 

49 

Elmira  NY 

U  of  Delaware,  BS  '68 

28 

Ryder  System/M  Anthony  Burns 

511 

19 

53 

Las  Vegas  NV 

Brigham  Young  U,  BS  '64 

U  of  Cal  Berkeley,  MBA  '65 

22 

Southern  Pacific  Rail/Jerry  R  Davis 

408 

16 

57 

Salina  KS 

MIT.  MS  '76 

1 

Southwest  Airlines/Herbert  D  Kelleher 

301 

13 

65 

Camden  NJ 

Wesleyan  C,  BA  '53 

NYU,  LLB  '56 

29 

Trans  World  Airlines/Jeffrey  H  Erickson 

708 

25 

51 

New  York  NY 

Rensselaer,  BS  '69 

Polytechnic  Institute,  MS  '73 

2 

UAL/Gerald  Greenwald 

225 

11 

60 

Saint  Louis  M0 

Princeton,  BA  '57 

Wayne  State  U,  MS  '62 

2 

Union  Pacific/Drew  Lewis 

193 

10 

64 

Philadelphia  PA 

Haverford  C,  BS '53 

Harvard,  MBA  '55 

10 

USAir  Group/Stephen  M  Wolf 

759 

31 

54 

Oakland  CA 

San  Francisco  State  U,  BA  '65 

 10 

Yellow/A  Maurice  Myers 

737 

29 

56 

California 

Cal  St  Fullerton,  BS  '64 

Cal  St  Long  Beach,  MBA  '72 

 10 

Rank  is  based  on  total  compensation  for  latest  fiscal  year.  Market  Value  of  CEO  stock  is  based  on  Apr.  17  stock  price  and  includes  all  classes  of  common.  Sales  and  profits  are  as  re 
in  The  Forbes  500s  Annual  Directory  issue.  Five-year  return  is  average  annual  total  return  as  of  Mar.  31.  Sources  of  return  data:  Market  Guide  via  OneSource  Information  Services;  Bloomb 
Financial  Markets.  *Percentage  change  is  for  combined  salary  and  bonus.  'Company  founder.  2Return  is  for  less  than  5-year  period.  'Annualized  salary.  "Four-year  total.  ^Three-year  total, 
less  than  0.01%.  7Less  than  $100,000.  8Prior-year  data.  9New  CEO;  compensation  may  be  for  another  executive  office.    New  CEO;  less  than  six  months'  service.  "Director's  fees  only. 
^Includes  shares  indirectly  held.  13Paid  to  date.  "Received  options  or  restricted  stock  in  lieu  of  portion  of  salary  or  bonus.  NA:  Not  available. 
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 Compensation—   — Stock  owned—   Company  data   Company 

salary    bonus        %       other     stock  gains     total    5-year  total     %     market  value       sales     profits  5-year 
— ($thou)—       change*   ($thou)   ($mil)  — ($mil)—  return 


1  $651 

$343 

2% 

$63 

— 

$1,283 

$6,047 

0.51% 

$7.8 

$4,448 

$77 

10% 

Industry  medians 

625 

1,250 

33 

5 

— 

1,880s 

33,679 

0.25 

8.0 

5,313 

132 

26 

Office  Depot 

624 

1,000 

95 

— 

— 

1,624 

3.7704 

1.68 

33.2 

2,543 

126 

34 2 

OfficeMax 

650 

0 

-29 

12 

— 

662 

4,051 

0.13 

0.2 

2,651 

-132 

-31 2 

Payless  Cashways 

395 

413 

20 

1,286 

102 

2,197 

NA 

0.06 

6.1 

21,419 

838 

18 

JC  Penney 

306 

U 

0 

L 

1  7 
11 

323 

8,085 

1.43 

52.0 

18,982 

225 

-3 

Price/Costco 

600 

878 

65 

— 

— 

1,478 

3,052s 

0.06 

1.0 

5,034 

77 

362 

Revco  DS 

927 

165 

NA 

2 

88 

1,182s 

NA 

0.93 

23.9 

5,369 

155 

10 

Rite  Aid 

1,024 

1,006 

NA 

4,559 

— 

6,589 

NA 

0.04 

7.9 

34,925 

1,025 

35 

Sears,  Roebuck 

782 

0 

4 

38 

820 

4,033 

4.54 

24.3 

4,019 

50 

-2 

Service  Merchandise 

600 

0 

-28 

1  CO 

158 

Zbb 

1,023 

5,701 

0.10 

1.0 

3,184 

-10 

6 

Spiegel 

423 

281 

8 

— 

— 

704 

5,062 

0.70 

21.1 

3,068 

74 

44 

Staples 

735 

183 

-13 

133 

643 

1,694 

6,047 

0.22 

6.6 

5,839 

212 

9 

Tandy 

850 

286 

-1 

388 

1,525s 

10,352 

0.14 

2.6 

4,448 

30 

11 

TJX  Cos 

800 

403 

27 

17 

1,219s 

NA 

0.01 

0.9 

9,427 

148 

0 

Toys  R'  Us 

553 

442 

45 

190 

1,185s 

3,163 5 

0.29 

2.4 

3,978 

73 

10 

Waban 

985 

0 

6 

76 

1,061s 

4,658 

0.11 

58.3 

93,627 

2,740 

4 

Wal-Mart  Stores 

,  827 

493 

17 

841 

2,160 

8,649 

0.47 

36.9 

10.682 

331 

16 

Walgreen 

1.500 

1,000 

NA 

2,500  s 

NA 

0.15 

3.6 

8,224 

-164 

-11 

Woolworth 

$533 

$320 

4% 

$89 

— 

$1,466 

$8,142 

0.14% 

$5.2 

$3,502 

$163 

18% 

Industry  medians 

487 

0 

-15 

5 

298 

790 

3,741 

0.58 

3.1 

2,239 

24 

6 

Airborne  Freight 

393 

155 

NA 

23 

— 

572' 

NA 

 6 

 7 

2,896 

30 

18 

American  President 

663 

395 

76 

2,131 

— 

3,188 

18,590 

0.08 

5.7 

16,910 

196 

9 

AMR 

525 

265 

11 

1,351 

6,021 

8.16314 

21,009 

0.18 

21.4 

6,183 

192 

26 

Burlington  Santa  Fe 

365 

132 

NA 

100 

— 

597 

NA 

0.14 

2.2 

2,448 

-27 

-1 

Caliber  System 

802 

0 

6 

39 



8428 

NA 

0.04 

1.3 

1,300 

129 

9 

Circus  Circus 

515 

25 

57 

77 

616 

NA 

0.06 

3.6 

3,686 

264 

28 

Conrail 

650 

31 

-42 

88 

14 

783 

4,867 

0.08 

0.9 

5,281 

57 

10 

Consol  Freightways 

43413 

1,500 

NA 

372 

2,306s 

NA 

0.30 

'  4.7 

5,825 

224 

262 

Continental  Airlines 

896 

1,688 

37 

2,407 

4,990 

21,376 

0.30 

29.5 

10,504 

618 

23 

CSX 

475 

561 

118 

28 

1,063 

3,964 

0.06 

2.6 

12,250 

510 

3 

Delta  Air  Lines 

700 

516 

9 

99 

1,315 

4,420 

8.51 

357.9 

10,005 

280 

14 

Federal  Express 

477 

134 

-28 

2,451 

3,062 

8,087  s 

0.33 

11.3 

1,550 

79 

45 

Harrah's  Entertain 

1,000 

434 

5 

7 

1,441 

5.0354 

0.12 

6.0 

413 

80 

1082 

HFS 

540 3 

NA 

540 

NA 

0.02 

1.0 

1,590 

173 

21 

Hilton  Hotels 

5753 

152 

NA 

727 

NA 

 6 

 7 

484 

-62 

37 

Host  Marriott 

500 

650 

2 

347 

1,497 

5,972" 

0.51 

8.9 

644 

130 

31 

Illinois  Central 

1  2,000 

2,331 

7 

3,326 

7,657 

34,593 

0.41 

29.0 

6,346 

147 

NA 

ITT 

500 

0 

0 

450 

4,807 

5,757 

16,177 

0.67 

12.4 

775 

237 

35 

Kansas  City  Southern 

800 

696 

4 

9 

1,505 

4,445 5 

7.54 

467.5 

8,961 

247 

292 

Marriott  Intl 

i  2,500 

1,250 

0 

4 

3,755 

49,539 

9.59 

438.2 

1,331 

170 

29 

Mirage 

685 

617 

20 

1,781 

144 

3,227 

8,474 4 

0.03 

,  2.8 

4,668 

713 

17 

Norfolk  Southern 

404 

480 

4 

197 

8,694 

9,776 

11,660s 

0.18 

7.3 

9,085 

342 

1082 

Northwest  Airlines 

268 

0 

NA 

47 

3155 

NA 

0.05 

0.1 

2,289 

-13 

NA 

Roadway  Express 

725 

320 

-34 

90 

1,135 

8,142 

0.13 

3.0 

5,167 

155 

12 

Ryder  System 

489" 

0 

NA 

1,002 

1,491 

NA 

 6 

 7 

3,151 

-3 

182 

Southern  Pacific  Rail 

395 

172 

0 

40 

1,391 

1,999 

5,604 

0.87 

39.7 

2,873 

183 

26 

Southwest  Airlines 

370 

250 

NA 

620 

NA 

0.01 

 7 

3,317 

-228 

NA 

Trans  World  Airlines 

657 

725 

-65 

1,068 

2,450 

NA 

0.55 

15.2 

14,943 

378 

8 

UAL 

910 

1,650 

8 

200 

2,760 

25,992 

0.08 

11.7 

7,486 

946 

17 

Union  Pacific 

500 3 

NA 

500 

NA 

0.51 

6.1 

7,474 

119 

-1 

USAir  Group 

550 3 

NA 

550 

NA 

 6 

 7 

3,057 

-30 

-14 

Yellow 
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Where  to  find  them 


Company  Page 

Abbott  Laboratories  220 

Adobe  Systems  196 

Advanced  Micro  196 

Advanta  212 

Aetna  Life  &  Cas  222 

Aflac  222 

AGCO  194 

HFAhmanson  212 

Air  Prods  &  Chems  194 

Airborne  Freight  228 

AirTouch  Commun  196 

AK  Steel  Holding  226 

Albertson's  218 

Alco  Standard  192 

Alleghany  222 

Allegheny  Power  204 

Allergan  220 

AlliedSignal  192 

Allmerica  Financial  222 

Allstate  222 

Alltel  196 

Altera  196 

Alumax  226 

Alcoa  226 

ALZA  220 

Ambac  212 

Amerada  Hess  206 

America  Online  196 

American  Brands  218 

American  Electric  204 

American  Express  212 

American  Finl  Group  224 

American  General  224 

American  Greetings  208 

American  Home  Prod  220 

American  Intl  Group  224 

American  Natl  Ins  224 

American  President  228 

American  Re  224 

American  Standard  194 

American  Stores  218 

American  Water  Work  204 

AmeriSource  Health  220 

Ameritech  196 

Ames  Dept  Stores  226 

Amgen  220 

Amoco  206 

AMP  196 

AMR  228 

AmSouth  Bancorp  212 

Anadarko  Petroleum  206 

Analog  Devices  196 

Anheuser-Busch  Cos  218 

Anixter  Intl  196 

Aon  224 

Apple  Computer  196 

Applied  Materials  196 

Archer  Daniels  218 

Armstrong  World  Ind  202 

Arrow  Electronics  196 


Company  Page 

Asarco  226 

Ascend  Commun  196 

Ashland  206 

Associated  Banc-Cp  212 

AST  Research  196 

Astoria  Financial  212 

AT&T  196 

Atlantic  Richfield  206 

Atmel  196 

Automatic  Data  192 

AutoZone  226 

Avery  Dennison  192 

Avnet  196 

Avon  Products  204 

Baker  Hughes  206 

Ball  220 

Baltimore  G&E  204 

Banc  One  212 

Bancorp  Hawaii  212 

BancorpSouth  212 

Bank  of  Boston  212 

Bank  of  New  York  212 

BankAmerica  212 

Bankers  Trust  NY  212 

BanPonce  212 

Barnett  Banks  212 

Baxter  International  220 

Bay  Networks  196 

BayBanks  212 

Bear  Stearns  Cos  212 

Becton  Dickinson  220 

Bell  Atlantic  196 

BellSouth  196 

Beneficial  212 

Bergen  Brunswig  220 

WR  Berkley  224 

Berkshire  Hathaway  224 

Best  Buy  226 

Bethlehem  Steel  226 

Beverly  Enterprises  220 

Bindley  Western  Inds  220 

Black  &  Decker  202 

H&R  Block  192 

BMC  Software  196 

Boatmen's  Bancshs  212 

Boeing  192 

Boise  Cascade  220 

BOK  Financial  212 

Boston  Edison  204 

Boston  Scientific  220 

Bowater  220 

Bristol-Myers  Squibb  222 

Brown-Forman  218 

Browning-Ferris  Inds  192 

Brunswick  202 

Burlington  Industries  204 

Burlington  Santa  Fe  228 

Burlington  Resources  206 

Cabletron  Systems  196 

Cabot  194 


Company  Page 

Cal  Fed  Bancorp  212 

Caldor  226 

Caliber  System  228 

Campbell  Soup  218 

Cardinal  Health  222 

Caremark  Intl  222 

Carolina  Power  &  Lt  204 

Cascade  Commun  196 

Case  194 

Caterpillar  194 

CCB  Financial  212 

Center  Financial  212 

Centerior  Energy  204 

Centex  202 

Central  &  So  West  204 

Central  Fidelity  Bks  212 

Centura  Banks  212 

Ceridian  192 

Champion  Intl  220 

Charter  One  Finl  212 

Chase  Manhattan  212 

Chevron  206 

Chiquita  Brands  Intl  218 

Chiron  222 

Chrysler  202 

Chubb  224 

Cigna  224 

Cincinnati  Financial  224 

Cinergy  204 

Circle  K  218 

Circuit  City  Stores  226 

Circus  Circus  228 

Cisco  Systems  196 

Citicorp  212 

Citizens  Bncp  212 

Citizens  Banking  212 

Citizens  Utilities  196 

City  National  212 

Clorox  204 

CMS  Energy  204 

CNB  Bancshares  212 

Coast  Savings  Finl  212 

Coastal  206 

Coca-Cola  218 

Coca-Cola  Enterprise  218 

Colgate-Palmolive  204 

Collective  Bncp  212 

Colonial  BancGroup  212 

Columbia  Gas  System  206 

Columbia/HCA  222 

Comcast  208 

Comdisco  192 

Comerica  212 

Commerce  Bancshs  212 

Commercial  Federal  212 

Commercial  Metals  226 

Compaq  Computer  196 

Compass  Bancshares  212 

CompUSA  226 

Computer  Associates  196 


Company 

Page 

Computer  Sciences 

192 

ConAgra 

218 

Conrail 

228 

Conseco 

224 

Consolidated  Edison 

204 

Consol  Freightways 

228 

Consol  Natural  Gas 

206 

Consolidated  Papers 

220 

Continental  Airlines 

228 

Cooper  Industries 

194 

Cooper  Tire  &  Rubber 

202 

CoreStates  Financial 

212 

Corning 

222 

Countrywide  Credit 

212 

Cox  Communications 

208 

CPC  International 

218 

Crestar  Financial 

212 

Crown  Cork  &  Seal 

220 

CSX 

228 

CUC  International 

226 

Cullen/Frost  Bankers 

212 

Cummins  Engine 

202 

Cyprus  Amax  Mineral 

226 

Cytec  Industries 

194 

Dana 

202 

Darden  Restaurants 

218 

Dauphin  Deposit 

212 

Dayton  Hudson 

226 

Dean  Foods 

218 

Dean  Witter  Discover 

212 

Deere  &  Co 

194 

Dell  Computer 

196 

Delta  Air  Lines 

228 

Deluxe 

192 

Deposit  Guaranty 

212 

Dial 

204 

Diamond  Shamrock 

206 

Digital  Equipment 

196 

Dillard  Dept  Stores 

226 

Dime  Bancorp 

212 

Walt  Disney 

208 

Dole  Food 

218 

Dominion  Resources 

204 

RR  Donnelley  &  Sons 

208 

Dover 

194 

Dow  Chemical 

194 

Dow  Jones 

208 

Downey  Financial 

212 

DPL 

204 

DQE 

2C4 

Dresser  Industries 

206 

DSC  Communications 

196 

DTE  Energy 

204 

du  Pont  de  Nemours 

194 

Duke  Power 

204 

Dun  &  Bradstreet 

208 

Duracell  Intl 

204 

Eastman  Chemical 

194 

Eastman  Kodak 

204 

Eaton 

202 

230 
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ING  OUR  POLICYHOLDERS  l«HS  OF 


JUST  GET  BETTER 


WORKING  FOR  OUR  SHAREHOLDERS  TO  MAKE  OUR  FINANCIAL  PERFORMANCE  JUST  GET  BETTER 


pi" 

IVE,  QUALITY  PRODUCTS  TO  HELP  THE  SERVICI 


SERVICE  TO  OUR  CLIENTS  JUST  GET  BETTER 


EES  TO  GROW  AND  THRIVE  AND  MAKE  OUR  ORGANIZATION  JUST  GET  BETTER 


*  ■ 

H  - 


r  policyholders,  protecting  thei 
aiding  them  in  the  event  of  an  accident  or  illness.  We  are  continually  working  to  make  sure  our  efforts  allow 
our  clients  who  suffer  medical  setbacks  to  concentrate  on  this  one  important  thought:  Just  Get  Better. 


Insuring  Over  38  Million  People  Worldwide 


AFLAC  INCORPORATED  IS  A  FORTUNE  500®  COMPANY.  http://WWW.aflaC.COm  ©1996  American  Family  Life  Assurance  Company  of  Columbus  (AFLAC). 


Company.  Page 

Echlin  202 

Eckerd  226 

Edison  International  204 

AG  Edwards  214 

EMC  196 

Emerson  Electric  194 

Engelhard 

Enova 

Enron 

Entergy 

Equifax 

Equitable  Cos  224 

Equitable  of  Iowa  224 

Estee  Lauder  Cos  204 

Exxon  206 

Federal  Express  228 

Federal  Home  Loan  214 

Federal  Natl  Mort  214 

Federated  Dept  Strs  226 

FHP  International  222 

Fidelity  Federal  Bank  214 

Fifth  Third  Bancorp  214 

Fina  206 

Fingerhut  Cos  226 

Finova  Group  214 

First  American  214 

First  Bank  System  214 

First  Chicago  NBD  214 

First  Citizens  Bcshs  214 

First  Colony  224 

First  Commerce  214 

First  Commercial  214 

First  Data  192 

First  Empire  State  214 

First  Financial  214 

First  Hawaiian  214 

First  Natl  Nebraska  214 

First  of  America  Bk  214 

First  Security  214 

First  Tennessee  Natl  214 

First  Union  214 

First  USA  214 

First  Virginia  Banks  214 

Firstar  214 

FirstFed  Financial  214 

FirstMerit  214 

FlagstarCos  218 

Fleet  Finl  Group  214 

Fleetwood  Enterprise  202 

Fleming  Cos  218 

Florida  Progress  204 

Fluor  202 

FMC  194 

Food  Lion  218 

Ford  Motor  202 

FORE  Systems  200 

Forest  Labs  222 

Foster  Wheeler  202 

Foundation  Health  222 

FoxMeyer  Health  222 

FPL  Group  204 

Franklin  Resources  214 

Freeport  Copper  226 

Fremont  General  224 

Frontier  200 

Fruit  of  the  Loom  204 

Fulton  Financial  214 

Gannett  208 

Gap  226 

Gateway  2000  200 


Company 

Page 

GATX 

O  1  A 

Gdylord  Container 

990 

uayiora  Lnieiidin 

oor 

£UO 

Genentech 

000 

1  QO 

General  Electric 

1  ClA 

ly4 

uenerdi  iiibiruniciu 

onn 

f  a  r»  &  r  ti  1   M  ■lie  • 
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9 1  R 
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1  Q4 
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99D 
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Gillette 

204 

VjlcilUdlc  rcUcidl  DK 

9 1  A 

Gnlripn  West  Finl 

VJUIUCII    lit  Jl    1  III! 

214 

RF  Cr\f\r\r\rY\ 

1  Q4 

Goodyear 

Wr\  UldLc 

1  Q4 

WW  UldlllgCi 

1  QA 

OidllU  ODIUM 

0\  P. 

uilcdl  Har  led 
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Great  Lakes  Chemical 

iy4 
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9 1 4 

f^foon  Trop  Financial 
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9 1  4 
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9 1  4 
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Guidant 
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Halliburton 
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1  0/1 

iy4 
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99R 

H 3 rr is 

200 

Hasbro 

9D4 
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9D4 
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HbU  &  Co 

OOO 

III 
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ncdllll  oyblclllb  Mill 

000 
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000 

HealthSouth 
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1  Q4 
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HFS 

228 

Hibernia 
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214 
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This  telecommunications  hub 


could  he  in  the  Silicon  \all 


Only  here  it  costs  a 
lot  less  to  be  connected. 


Sure  Arkansas  is  considerably 
more  affordable  —  for  business  and 
for  living.  But  it  doesn't  mean  you're 
less  connected.  We're  on  the 
superhighways.  And  the  fiber  optics 
fast  lanes.  So  access  to  emerging 
technologies  is  not       _  ^^MJB  M  i 
a  problem.  ^3^BrBTBrm^WkB ^B^^^W&^?^  use  to 


air  connections  you'd  expect.  Ours 
is  a  diverse  state  in  its  geography, 
available  office  and  industrial  sites, 
and  productive  work  force. 

And  AIDC,  the  state  s  economic 
development  agency,  is  ready  to 

provide  a  fast- 


In  fact, 

building  a  business  in  Arkansas  has 
never  been  better.  With  benefits  such  as 
low  worker's  compensation  premiums, 
enterprise  zone  financial  incentives,  and 
one  of  America's  lowest  per  capita  tax 
burdens.  And  all  the  highway,  rail,  and 


your  company  s 

information  needs. 

if  you're  thinking  of  locating  a 
business  operation  anywhere  in  the 
Central  U.S.,  it's  a  state  you  should 

call.  1-800- ARKANSAS. 

We'll  hook  you  up. 


)lle  SUite  Capitol  Mall  •  Little  Rock,  Arkansas  USA  72201  •  501-682-1121  •  50  1-682-734- 1  (fax)  •  Internet:  www.state.ar.us 


Company  Page 

Occidental  Petroleum  208 

Office  Depot  228 

OfficeMax  228 

Ogden  194 

Ohio  Casualty  224 

Ohio  Edison  206 

Oklahoma  G&E  206 

Old  Kent  Financial  216 

Old  National  Bncp  216 
Old  Republic  Intl 

Olin  196 

Olsten  1 94 

Omnicom  Group  208 

OnBancorp  216 
One  Valley  Bncp  of  WV  216 

Oracle  200 

Oryx  Energy  208 

Owens  &  Minor  222 

Owens  Corning  202 

Owens-Illinois  220 

Oxford  Health  Plans  222 

Paccar  202 

Pacific  Enterprises  208 

Pacific  G&E  206 

Pacific  Telesis  200 

PacifiCare  Health  222 

PacifiCorp  206 

Paging  Network  200 

PaineWebber  Group  216 

Pall  222 

PanAmSat  200 

Panhandle  Eastern  208 

Parametric  Tech  200 

Parker  Hannifin  194 

Paychex  194 

Payless  Cashways  228 

PECO  Energy  206 

Penn  Traffic  218 

JC  Penney  228 

Pennzoil  208 

People's  Bank  216 

PeopleSoft  200 

PepsiCo  220 

Pfizer  222 

Pharmacia  &  Upjohn  222 

Phelps  Dodge  226 

PHH  194 

Philip  Morris  Cos  220 

Phillips  Petroleum  208 

Pinnacle  West  206 

Pioneer  Hi-Bred  Intl  220 

Pitney  Bowes  194 

PNC  Bank  216 

Polaroid  204 

Portland  General  206 

Potomac  Electric  206 

PP&L  Resources  206 

PPG  Industries  196 

Praxair  196 

Premark  Intl  202 

Price/Costco  228 

Procter  &  Gamble  204 

Progressive  224 

Protective  Life  224 

Provident  Bncp  216 

Provident  Cos  224 

Providian  224 

Prudential  Reinsur  224 

Public  Service  Colo  206 

Pub  Svc  Enterprise  206 


Company 

Page 

D11AA+    C/.un^  09.1 

rUgei  oOUna  rocl- 

90fi 

Pulte 

202 

Quaker  Oats 

220 

Qualcomm 

200 

Quantum 

200 

91  F, 

c.  LO 

Ralston  Purina 

220 

Raychem 

200 

Rayonier 

220 

Raytheon 

192 

l\V/OD  rlllallHal 

21  ft 

Read-Rite 

200 

Reader's  Digest  Assn 

208 

Reebok  International 

204 

Regions  Financial 

216 

r\clldllLc  UIUUU 

994 

ReliaStar  Financial 

224 

Republic  New  York 

216 

Revco  DS 

228 

Reynolds  Metals 

226 

999 

Richfood  Holdings 

218 

Riggs  National 

216 

Rite  Aid 

228 

RJR  Nabisco 

220 

rvuduwciy  cajji coa 

29R 

Rockwell  Intl 

194 

Rohm  &  Haas 

196 

Roosevelt  Finl  Group 

216 

Rubbermaid 

202 

PnHriirlf 

218 

<_  1  o 

Ryder  System 

228 

Safeco 

224 

Safeway 

218 

St  Jude  Medical 

222 

Paill  Ranrftrn 
OL  rdUl  DdlllrUip 

91  fi 

St  Paul  Cos 

224 

Sallie  Mae 

216 

Salomon 

216 

Sara  Lee 

220 

^Rf*     nmrrsi  inipati  Anc 
ODl»  VrfUl Ml IIUI nudum lo 

900 

Scana 

206 

Schering-Plough 

222 

Schulier 

202 

Charles  Schwab 

216 

ovi  oyMCiio 

900 

L.VJU 

EW  Scripps 

208 

Seagate  Technology 

200 

Sears,  Roebuck 

228 

Service  Corp  Intl 

204 

OCIVIUC  IVICI  LI  Ml  IUIjC 

99R 

LLO 

Shaw  Industries 

202 

Sherwin-Williams 

196 

Sigma-Aldrich 

196 

Signet  Banking 

216 

oiiiuuii  uidpniia 

9DD 

Smith's  Food  &  Drug 

218 

Solectron 

200 

Sonat 

208 

Sonoco  Products 

220 

OUUIIICIII 

90fi 

LUU 

Southern  National 

216 

So  New  Eng  Telecom 

200 

Southern  Pacific  Rail 

228 

Southland 

218 

SouthTrust 

216 

Southwest  Airlines 

228 

Southwestern  PS 

206 

Sovereign  Bancorp 

216 

Spiegel 

228 

Company  Page 

Springs  Industries  202 

Sprint  200 

Standard  Federal  216 

Stanley  Works  194 

Staples  228 

Star  Banc  216 

State  Street  Boston  216 

Sterling  Chemicals  196 

Stone  Container  220 

Stop  &  Shop  Cos  218 

StrataCom  200 

Stryker  222 

Sumitomo  Bank  Calif  216 

Summit  Bancorp  216 

Sun  Co  208 

Sun  Microsystems  200 

SunAmerica  224 

Sundstrand  192 

SunTrust  Banks  216 

Supervalu  218 

Synovus  Finl  216 

Sysco  218 

Tandem  Computers  200 

Tandy  228 

TCF  Financial  216 

Tech  Data  200 

TECO  Energy  206 

Tele-Com-Liberty  208 

Tele-Com-TCI  208 

Teledyne  194 

Tele  &  Data  Systems  200 

Tellabs  200 

Temple-Inland  220 

Tenet  Healthcare  222 

Tenneco  194 

Teradyne  200 

Terra  Industries  196 

Texaco  208 

Texas  Instruments  200 

Texas  Utilities  206 

Textron  192 

Thermo  Electron  194 

3Com  202 

360°  Commun  202 

TIG  Holdings  224 

Time  Warner  208 

Times  Mirror  208 

TJX  Cos  228 

Torchmark  224 

Tosco  208 

Toys  'R'  Us  228 

Trans  World  Airlines  228 

Transamerica  224 

Transatlantic  Holding  224 

Travelers  Group  216 

Tribune  208 

Trinity  Industries  194 

Trustmark  216 

TRW  204 

Turner  202 

Turner  Broadcasting  208 

Tyco  International  194 

Tyson  Foods  220 

U  S  West  Commun  202 

U  S  West  Media  208 

UAL  228 

Ultramar  208 

UMB  Financial  216 

Unicom  206 

Union  Camp  220 


Company 

Page 

UlllUN  v^diulUc 

1  QR 
1  JO 

Union  Electric 

206 

Union  Pacific 

228 

Union  Planters 

216 

UnionBanCal 

216 

1  Inicuc 

909 
lUl 

United  Carolina  Bcsh 

216 

United  Healthcare 

222 

US  Bancorp 

216 

US  Healthcare 

222 

IIQ  InHiictrioc 

904 
lW 

US  Robotics 

202 

US  Satellite  Broad 

208 

United  Technologies 

192 

Unitrin 

224 

1 1  n  iuorc  a  1 

universal 

99D 

Unocal 

208 

UNUM 

224 

USAir  Group 

228 

USF&G 

224 

909 
lUl 

US  Life 

224 

UST  Inc 

220 

USX-Marathon 

208 

USX-US  Steel 

226 

1  ItiliPnrn  1  InitpH 
UlllllsUru  UM'.lcU 

90ft 

Valero  Energy 

208 

Valley  Natl  Bancorp 

216 

Varian  Associates 

202 

Varity 

204 

vei  ilui 

999 

LLL 

VF 

204 

Viacom 

208 

Vons  Cos 

218 

Vulcan  Materials 

202 

VVdUail 

99ft 

L.L.O 

Wachovia 

216 

Wal-Mart  Stores 

228 

Walgreen 

228 

Warner-Lambert 

222 

VrdblllllglUll  rcUcldl 

91ft 

LlO 

Washington  Mutual 

218 

Washington  Post 

208 

WellPoint  Health 

222 

Wells  Fargo 

218 

WonHu'c  1  nf  omstl  Ana  \ 
vvtMiuy  o  1 1 1  LCI  Md IIUI  Id  1 

91ft 

LlO 

Western  Atlas 

208 

Western  Digital 

202 

Western  National 

224 

Western  Resources 

206 

Wocti  noftAi  ico 

I1C9UI IKI IUU3C 

1  QA 

1  JH 

Westvaco 

220 

Weyerhaeuser 

220 

Whirlpool 

204 

Whitman 

220 

vviiidinciic  iiiub 

990 

L.L.U 

Williams  Cos 

208 

Wilmington  Trust 

218 

Winn-Dixie  Stores 

218 

Wisconsin  Energy 

206 

Wih-A 
vviicu 

1  Qfi 

WMX  Technologies 

194 

Woolworth 

228 

WorldCom 

202 

Wm  Wrigley  Jr 

220 

Xerox 

194 

Xilinx 

202 

Yellow 

228 

York  International 

194 

Zions  Bancorp 

218 

234 


Forbes  ■  May  20,  1991 


INJETTY-SIX  PEMCENT  OF  A]L]L  BUSINESS  IPIEOIPILE 
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The  Waldorf  Towers  is  a  registered  trademark  of  Hilton  Hotels  Corp  01996  Hltion  Hotels 


You  can  run  an  airline  today  without  owning  airplanes, 
or  spare  parts  or  maintenance  facilities. 
Ira  Eichner  and  his  AAR  stand  ready  to  help. 

You  need  it, 


we  got  it 


By  Marcia  Berss 


Dons  your  airline  need  a  Boeirj 
747  to  add  summer  flights  to  Europe 
Ira  Eichner  may  own  one  or  know  o 
one  coming  off  lease.  Need  a  jet  en 
gine  to  replace  engines  in  overhaul 
Eichner's  AAR  Corp.  will  sell  or  lcas< 
you  one.  Airframe  parts,  landing  gear 
aar  has  them.  When  the  airlines  hav< 
money  to  spend,  the  business  can  b< 
lucrative.  On  revenues  just  short  o 
$500  million,  AAR's  net  income  to 
the  last  12  months  jumped  55%,  u 
$14.5  million;  Tor  the  full  year  (end 
ing  May  3 1 )  earnings  per  share  shouk 
hit  $1  ($16  million ),  versus  66  cent 
in  fiscal  1995.  The  NYSE- listed  stocl 
recently  sold  at  20. 


4f\ 


i  i 


Ira  Eichner,  AAR  Corp.  chief  executive  officer 

When  an  employee  wanted  to  buy  used  landing  gear  for  $3  million,  Eichner  said  no — 
and  then  got  the  same  equipment  off  an  old  Air  France  747  for  $1  million. 
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If  your  company  is  planning  an  event  like  this 
n  the  future,  we'd  be  happy  to  give  you  an  estimate. 


Marvin  Butler  leaned  back  and  took  a 
deep  breath.  He'd  just  added  it  all 
Q5£P        W-  15,000  new  telephone  lines,  2,400 

Ml 

AtlantalW  new  au^°  circuits,  600  digital  video 
aS'oK'g"  circuits.  And  that  wasn't  all.  Even 
jor  a  BellSouth  engineer  like  Marvin,  all  that 
went  into  an  event  like  the  1996  Atlanta  Olympic 
Games  was  staggering. 

Systems  so  vast,  these  could  be  called  the  first 
Olympic  Games  of  the  Information  Age:  an  enhanced 
network  for  wireless  voice,  paging,  messaging  and 


data  transfer.  Plus  wireline  service  for  voice,  data 
and  video.  Part  of  the  communications  backbone  for 
over  two  million  visitors  to  the  Olympic  Games,  and 
an  additional  25,000  roaming  cellular  customers. 
Plus  the  16  million  businesses  and  families  BellSouth 
serves  over  a  nine  state  region. 

BellSouth  can  provide  quality  services  and 
technologies,  no  matter  what  size  project  you  have 
in  mind.  Even  after  creating  such  an  advanced 
local  telecommunications  network,  we  don't  expect 
applause.  But  how  about  an  encore? 


BELLSOUTH 

Keeping  You  Ahead  Of  The  Game  " 


OUlfl  Corporation 


But  even  when  his  customers  were 
bleeding  from  high  fuel  costs  and  fare 
wars  in  the  early  1990s,  Eichner  kept 
aar  in  the  black.  An  omnipresent 
cigar  clamped  in  his  mouth,  his  shirt- 
sleeves rolled  up,  he  works  the  phone 
incessantly — trading,  swapping,  leas- 
ing, selling. 

This  is  a  business  in  which  buying 
right  is  all-important.  A  few  years  ago 
a  manager  in  the  AAR  shop  that  over- 
hauls landing  gears  wanted  to  buy  a 
used  landing  gear  for  overhaul.  He 
located  what  he  wanted  for  $3  mil- 


days,  aar  recently  signed  a  two-year 
$20  million  deal  with  Northwest  Air- 
lines to  source  spares  and  make  modi- 
fications on  parts  for  a  fleet  of  DC-9s 
the  airline  acquired.  "Airlines  would 
not  have  thought  about  that  ten  years 
ago,"  says  Kevin  Michaels  of  aviation 
consultants  Canaan  Group. 

There's  plenty  of  this  business  to  go 
around.  Today  $25  billion  is  tied  up 
worldwide  in  consumable  and  repair- 
able spare  parts  for  planes,  and  about 
80%  of  that  is  owned  by  airlines, 
according  to  the  Canaan  Group.  But 


AAR's  airline  customers 
"Airlines  are  going  to  do  fewer 
things  than  50  years  ago.  They  won't 
own  anything." 


lion,  half  what  a  new  landing  gear 
would  cost.  Eichner  turned  the  man- 
ager down.  He  found  out  that  Air 
France  was  retiring  747s,  some  of 
which  would  go  for  parts.  He  got 
what  he  wanted  for  $1  million. 

Today  Eichner  is  transforming  AAR 
from  a  trader  into  an  inventory  man- 
ager as  airlines  follow  successful 
$outhwest  Airlines  and  outsource  op- 
erations to  lower  their  costs.  Here's 
how  this  works:  aar  bought  from 
Germany's  Lufthansa  and  Belgium's 
$abena  their  spare  parts  inventory. 
That  frees  up  airline  capital,  and  aar 
manages  the  inventory  and  supplies  it 
as  needed  to  the  carriers. 

Through  aar,  General  Eleoric's 
aircraft  engine  overhaul  unit  in  Wales 
saves  $1  million  a  year  on  parts  and 
has  cut  its  sourcing  time  in  half,  to  20 


it  estimates  airlines  yearly  use  only  $6 
billion  of  these  supplies.  Why  ware- 
house four  years'  worth  of  parts?  Ca- 
naan thinks  a  25%  cut  in  parts  inven- 
tory would  slice  annual  airline  ex- 
penses by  nearly  $2  billion — big  help 
for  an  industry  earning  $1.5  billion 
last  year. 

As  a  trader  in  the  heady  late  1980s, 
aar  posted  impressive  6%  net  profit 
margins.  These  days  it  has  3%  margins 
as  AAR  opts  for  long-term  inventory 
management  deals  and  the  airlines 
recover.  When  the  industry  collapsed 
in  the  early  1990s,  aar's  revenues 
dropped  in  just  two  years  from  $467 
million  to  $383  million. 

Omnipresent  cigar  clamped 
in  his  mouth,  shirtsleeves 
rolled  up,  Eichner  works 
the  phone — trading, 
swapping,  leasing,  selling. 


Eichner,  64,  is  used  to  squee/ii 
pennies.  As  a  young  man  in  Chicagc 
electronics  district,  he  scrounged  f 
items  he  could  buy  cheaply,  th 
would  scurry  around  finding  som 
one  who  could  use  the  items.  } 
recalls,  "Someone  would  say,  lI  c 
use  those.  What's  the  price?'  I'd  deli 
er  the  parts  two  blocks  down." 

He  got  into  aircraft  in  the  mi 
1950s,  when  he  began  buying  surpl 
aircraft  electronics  like  radios  fro 
the  military.  Back  then  much  of  t 
world's  commercial  fleet  was  milita 
surplus;  the  commercial  DC-3  wa: 
military  C-47.  In  1955  Allen  Aircr; 
Radio  (Allen  is  Eichner's  midc 
name)  was  born.  From  radios  Eichn 
moved  to  avionics,  then  whole  plain 

Eichner  figures  airlines  are  now 
year  two  of  what  will  be  a  five-t 
seven-year  up  cycle.  He  sees  mc 
consolidation,  particularly  amoi 
European  and  Latin  American  car 
ers,  yielding  more  trading  opportui 
ty  as  fleets  are  merged  and  the  carrk 
do  more  outsourcing  to  save  capit 
Eichner:  "Airlines  are  going  to  < 
fewer  things  than  50  years  ago.  Th 
won't  own  anything." 

"Let's  face  it,"  Eichner  continu< 
"Herb  Kelleher  [chief  of  Southwc 
Airlines]  has  sorted  this  thing  out.  I 
has  one  plane  in  his  fleet,  the  Boeii 
737.  He  doesn't  have  ticket  count 
problems  other  airlines  have.  I 
doesn't  have  internal  technical  opei 
tions.  He's  just  flying  people  from 
to  B.  Okay,  he  was  fortunate,  he  wa: 
startup.  United,  American,  Del 
can't  do  that.  They're  locked  into 
infrastructure  since  they  were  foun 
ed,  when  you  had  to  have  these  tec 
nical  capabilities  to  support  your  fle< 
They  have  unions  that  make  it  dif 
cult  to  do  what  Herb  Kelleher  di 
But  there  are  compromise  positior 
We're  a  facilitator  to  those  positions 

These  days  an  airline  doesn't  evi 
have  to  own  any  planes.  Of  all  ti 
planes  flying  in  the  world,  65%  a 
leased.  AAR  is  in  the  leasing  busine: 
Eichner  recently  bought  some  Boeii 
737-200s  about  to  come  offlease.  He 
try  to  sell  diem  to  a  startup  or  lea 
them  to  a  carrier  expanding  routes.  Ai 
if  he  can't?  Trader  Eichner  takes  a  dr; 
on  his  cigar:  "The  definition  of  ; 
airplane  is  a  bunch  of  parts  thing 
close  formation,"  he  grins.  "So  we  ha 
a  back  door."  I 
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e  Golden  Jubilee  of  His  Majesty 
ig  Bhumibol  Adulyadej  marks  a 
y  important  occasion  in  Thailand's 
tory.  For  50  years,  His  Majesty 
|  reigned  over  a  nation  that  has 
:ome  not  just  a  regional,  but  a 
bal  economic  power.  In  1946, 
ailand  was  just  emerging  from 
1  uncertainties  of  World  War  II. 
lay,  the  Kingdom  is  a  manufac- 
ing  and  exporting  giant,  a  finan- 
1  center  and  one  of  the  world's 

tourism  attractions. 
Small  wonder  that  the  Thai  peo- 
:  are  rejoicing.  Their  lives  have 
In  greatly  enriched,  and  the 
}>ortunities  available  to  their 
ildren  are  continually  increasing. 

O-year  reign  —  King  Bhumibol 
jurrently  the  world's  longest- 
j'ning  monarch  —  is  a  remark- 


for  BOI  promotion  was  52.4%  high- 
er than  in  the  previous  year,  and 
that  projects  whose  applications 
were  approved  soared  130.9%. 
These  included  basic  industries 
such  as  petrochemicals,  steel,  pulp, 
car  parts,  parts  for  electronic  prod- 
ucts, and  power  plants.  These  new 
projects  are  well  distributed 
throughout  the  provinces. 

This  year,  says  the  Bangkok 
Bank,  an  important  economic  fac- 
tor will  be  the  continuing  high  vol- 
ume of  investment.  The  growth  in 
private-sector  participation  through 
concessions  in  large  infrastructure 
projects  will  improve.  Projects  to 
expand  production,  as  well  as 
investment  projects  to  facilitate 
relocation  of  production  bases  from 
abroad,  also  will  increase.  Mean- 


Thailand:  Celebrating  a  Golden 
Jubilee  and  Powerful  Economic 


Si  achievement.  For  a  country  to 
l  e  changed  to  such  a  fundamen- 
l|iegree  is  nothing  short  of 
que. 

iv  study  of  Thailand's  economy 
f  ducted  by  the  Bangkok  Bank 
lials  that  in  1995  overall  growth 
it  8.6%.  Helping  to  power  this 
ij  ease  was  a  healthy  growth  in 
,;j:>rts,  which  soared  25.4%  as  corn- 
did  with  21.3%  the  previous  year, 
industrial  manufacturing 
landed,  with  many  industries 
riiucing  at  full  capacity  and  sev- 
4  others  having  to  increase  pro- 
ijtion  capacity  in  response  to 
wing  demand  both  locally  and 

>ad.  Industries  enjoying  partic- 
Itjly  high  growth  included  vehi- 
a  and  parts,  petroleum  products, 
[lent,  galvanized  iron  sheets, 
pi' ,  fruit  juice  and  export-oriented 
I  jlucts  such  as  electrical  appli- 
es, computers  and  parts,  inte- 
pied  circuits,  garments,  footwear, 

lir  and  canned  seafood,  according 


Growth 

to  the  bank's  survey.  On  the  whole, 
industrial  production  expanded 
11.4%,  compared  with  9.3%  the 
previous  year. 

Private-sector  investment  con- 
tinued to  increase  at  a  high  rate 
due  to  accelerated  investment  in 
machinery  and  equipment  as  pro- 
duction capacity  utilization 
reached  as  high  as  81%.  Another 
factor  was  the  location  of  produc- 
tion bases  in  Thailand  by  overseas 
investors,  especially  Japanese. 
Overall,  private-sector  investment 
expanded  10%,  compared  with 
8.1%  in  the  previous  year.  At  the 
same  time,  investment  by  state 
enterprises  to  expand  infrastruc- 
ture for  electricity,  waterworks, 
ports,  railways  and  telecommuni- 
cations grew  significantly. 

The  Board  of  Investment  has 
reported  that  companies  applying 


while,  the  Thai  government  is  step- 
ping up  its  own  investment  in  infra- 
structure: The  budget  this  year  is 
28.5%  larger  than  that  for  1995. 

The  financial  sector  is  itself  fac- 
ing great  changes  this  year.  With 
the  banking  sector  still  increasing 
—  deposits  are  expected  to  expand 
17%,  says  the  Bangkok  Bank  — 
competition  will  intensify  as  a  result 
of  further  liberalization  of  the 
industry.  The  Thai  government  is 
continuing  a  policy  of  making  Thai- 
land a  regional  financial  hub  on  a 
par  with  Singapore  and  Hong  Kong, 
and  with  foreign  financial  institu- 
tions about  to  play  a  far  greater 
role,  the  Thai  banks  and  other 
financial  organizations  are  upgrad- 
ing their  own  products  and  services. 

Thailand  stands  in  the  midst 
of  great  achievement,  with  un- 
dreamed of  potential  still  in  the 
future.  It  is  the  perfect  time  for 
the  Kingdom  to  be  celebrating  a 
Golden  Jubilee. 
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Bangkok  Bank: 
At  the  Heart  of 

Progress 


On  June  9,  1946,  when  His  Majesty 
King  Bhumibol  Adulyadej  ascended 
the  throne,  Thailand  was  in  the 
midst  of  a  time  of  great  change. 
World  War  II  had  ended  only  the 
previous  year,  and  the  country  was 
still  searching  for  its  future  identity. 
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Public  Company  Limited 
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333  Silom  Road,  P.O.  Box  95  BMC 
Bangkok  10000,  Thailand 
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This  was  as  true  for  the  banking 
sector  as  it  was  for  the  rest  of  the 
Kingdom.  Before  the  war,  there  had 
been  a  total  of  12  commercial  banks 
in  Thailand,  seven  of  which  were 
foreign.  Almost  all  of  the  bank 
operations  to  facilitate  finance  and 
trade  were  in  the  hands  of  foreign 
bankers,  and  only  they  were  capa- 
ble of  making  available  facilities  for 
international  trading.  The  Thai 
commercial  banks  were  small  and 
did  not  play  much  of  a  role  in  busi- 
ness activity,  their  main  function 
being  to  act  as  depositories  for  valu- 
ables and  assets. 

During  the  war  all  the  European 
commercial  banks  in  Thailand  were 
closed,  and  as  hostilities  ended  Thai 
bankers  moved  quickly  to  fill  their 
place.  One  of  these  was  the 
Bangkok  Bank,  which  commenced 
operations  on  December  1,  1945. 

It  was  a  very  modest  operation 
in  those  first  days.  Housed  in  two 
shophouses  in  the  city's  financial 
district,  and  capitalized  at  4  mil- 
lion baht,  one  million  of  which  was 
paid  up,  it  was  staffed  by  a  mere 
23  people. 

In  the  period  since  the  bank 
opened  its  doors,  all  but  six  months' 
of  which  have  seen  His  Majesty  King 
Bhumibol  as  Thailand's  monarch, 
the  country  has  changed  profound- 
ly. And  so  too,  of  course,  has  the 
banking  sector. 

Bangkok  Bank  is  today  the  top- 
ranking  commercial  bank  in  Thai- 
land, and  was  recently  rated  by 
IBCA,  a  leading  rating  institution 


based  in  London,  as  the  world's 
second-most-profitable  bank.  At  y 
end  1995,  the  bank's  assets  shot  p 
the  one  trillion  baht  mark  for  the 
time,  reaching  1,035,447  million 
baht,  an  increase  of  more  than  15 
over  the  previous  year.  Deposits, 
meanwhile,  climbed  to  770,423  n 
lion  baht,  up  more  than  1 7%. 

Domestic  branches  now  total 
474,  while  the  bank  has  26  offici 
in  15  countries  and  territories,  2 
which  are  branches.  With  a  brar 
in  each  of  the  major  financial  ce 
ters  of  London,  Hamburg,  New  \ 
and  Los  Angeles,  and  an  extremi 
strong  regional  presence,  Bangk< 
Bank  has  an  international  presei 
unmatched  by  any  other  Thai  bi 
This  comprehensive  network  is  : 
major  contributing  factor  to  the 
bank's  strong  franchise  in  trade 
financing  activities,  both  within 
Kingdom  and  throughout  the  re^ 

From  the  very  earliest  days, 
Bangkok  Bank  has  been  dedicat< 
to  making  commercial  banking  s 
vices  available  to  Thai  business  ] 
pie  and  the  Thai  public.  In  the  f< 
mer  case,  it  was  assisting  Thai 
traders  and  helping  develop  Tha 
entrepreneurs'  skills  in  the  cond 
of  international  trade.  In  the  latt 
case,  it  was  a  matter  of  introduc 
the  concept  of  retail  banking  an< 
helping  to  grow  peoples'  savings. 

From  the  outset,  a  sendee  em 
ronment  grew.  With  Thai  export 
unskilled  in  selling  overseas,  the 
bank's  staff  would  contact 
embassies,  other  traders  or  over: 
banks  to  help  assess  markets.  O 
the  years,  the  results  of  this  coo] 
ation  were  remarkable,  reflected 
the  increase  in  the  number  of 
exporters  and  the  variety  of  goo( 
exported.  Small  exporters  grew  i 
large  exporters.  Newcomers  wer< 
welcomed  and  encouraged  to  foli 
the  early  examples,  and  a  whole 
export  mentality  developed. 

Chief  Executive  Chatri 
Sophonpanich  has  said  it  is  now 
bank's  intention  to  become  a  lea< 
regional  bank:  a  full-service  intei 
tional  bank  whose  top  priority  is 
ensure  that  all  of  its  operations  a 
recognized  as  nothing  less  than 
world-class. 

On  the  home  front,  Bangkok 
Bank's  domestic  branch  network 
not  only  extensive,  it  is  deep-roo 
with  a  solid  deposit  customer  has 
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:11  over  10  million  accounts.  As 
e  of  the  first  banks  to  establish 
avincial  branches,  it  is  very 
ongly  placed  to  capitalize  on  the 
>wth  of  activities  in  the  provinces, 
well  as  expansion  in  the  retail 
nking  market. 

Another  strength  is  in  technol- 
y.  Bangkok  Bank  was  the  first 
ai  commercial  bank  to  computer- 
is,  more  than  25  years  ago,  and 
s  remained  at  the  forefront  in  the 
e  of  the  latest  technology  both  for 
^proving  efficiency  and  for  intro- 
(cing  new  banking  products  in 
nailand. 

I  Within  the  past  year  or  so,  the 
Ink  has  strengthened  its  internal 
litems  by  introducing  advanced 
thnology  for  depositing  funds  and 
1  enabling  customers  to  download 
j:ir  account  information  to  their 
rsonal  computers. 
(The  bank's  ATM  service  recently 
k  been  upgraded  to  provide  a  ser- 
le  for  the  buying  and  selling  of 
ritual  fund  units  around  the  clock, 
e  of  service  charge;  Bangkok 
ik  was  the  first  in  Thailand  and 
|  second  in  the  world  to  do  this, 
per  new  services  include  tele- 
bne  banking  and  the  issuing  of 
bdit  card  services  in  conjunction 
th  major  retail  and  corporate 
mes  in  Thailand. 
[While  moving  ever  more  pur- 
isefully  into  the  retail  banking 
jttor,  Bangkok  Bank  also  is 
freasing  its  emphasis  on  fee- 
;ed  services  and  the  development 
international  banking  activities. 
is  further  move  into  investment 
ftiking  includes  securities  under- 
ling, debt  securities  trading  and 
iject  finance  services, 
phief  Executive  Ghatri  says  that 
•j  impressive  performance  of  the 
ijai  economy  is  the  most  impor- 
ts factor  behind  the  bank's  suc- 


cess. From  a  historical  perspective, 
Bangkok  Bank  was  not  only  able  to 
grow  in  tandem  with  the  rapid 
expansion  of  the  Thai  economy,  but 
was  also  able  to  put  into  effect  a 
progressive  policy  and  take  an  ini- 
tiative leading  to  an  extensive  mar- 
ket presence  represented  by  the 
branch  network,  both  domestic  and 
overseas. 

The  past  year  has  seen  the  bank 
cooperating  with  six  other  leading 
banks  in  Asia  to  establish  the  Associ- 
ation of  Development  and  Industrial 
Banks  in  Asia,  or  ADIBA.  The  move 
is  aimed  at  strengthening  economic, 
industrial  and  financial  relationships, 
and  each  participating  country  is 
represented  by  only  one  bank. 

Recently,  Euroclear,  the  world's 
leading  custodian  institution, 
appointed  Bangkok  Bank  as  its  rep- 
resentative to  provide  custodian 
services  in  Thailand.  This  move  is 
expected  to  strengthen  the  confi- 
dence of  foreign  investors  in  the 
Thai  custody  and  securities  clear- 
ing system  and  facilitate  the  flow  of 
funds  into  the  Thai  capital  markets. 

Recently,  Standard  &  Poor's  gave 
the  bank's  long-term  and  short-term 
foreign  currency  certificates  of 


deposit  A-  and  A-2  marks  respec- 
tively, while  the  Thai  Rating  Infor- 
mation Service  ranked  the  bank's 
debentures  on  the  AAA  level. 

In  these  days  of  fast  progress  and 
awareness  of  excellence  in  service, 
Bangkok  Bank  is  at  the  forefront  in 
developing  a  friendly  and  efficient 
service  environment  for  its  cus- 
tomers. 

There  is  one  more  aspect  of 
Bangkok  Bank's  service  that  brings  to 
mind  the  spirit  of  the  old  days:  The 
bank  recently  opened  15  export  and 
import  business-servicing  centers  at 
strategic  branches  in  order  to  pro- 
vide a  complete,  one-stop  export  and 
import  shop.  Each  center  is  capable 
of  maintaining  a  direct  link  with 
banks  and  merchants  overseas,  with 
services  standardized  by  means  of 
the  teletrade  system. 

Although  so  many  aspects  of  life 
in  Thailand  have  changed  since  His 
Majesty  King  Bhumibol  ascended 
the  throne,  there  has  been  an 
underlying  continuity  and  stability 
throughout  the  entire  country. 
Bangkok  Bank  is  proud  to  be  part  of 
it  all,  and  wishes  His  Majesty  all 
congratulations  on  the  occasion  of 
his  50th  anniversary. 
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When  the  Thai  nation  celebrates 
the  50th  anniversary  of  His  Majesty 
King  Bhumibol  Adulyadej's  acces- 
sion to  the  throne  on  June  9,  it  will 
mark  one  more  significant  step  in  a 
remarkable  and  long-lived  monar- 
chy. Bearing  the  royal  title  Rama  IX, 
His  Majesty  can  trace  his  lineage 
back  to  the  latter  part  of  the  18th 
century,  and  it  was  Rama  I,  who 
reigned  from  1782  to  1809,  who 
founded  Bangkok  as  the  capital  city. 

Thailand  has  always  been 
renowned  for  its  rich  culture  and 
plentiful  natural  resources.  These 
are  what  helped  make  the  country 
such  an  alluring  attraction  many 
centuries  ago.  During  the  golden 
Sukhothai  period  of  1238  to  1350 
A.D.,  King  Ramkhamhaeng  the 
Great  unified  the  Kingdom  and  laid 
the  foundation  for  a  national  Thai 
identity  by  creating  the  alphabet 
and  encouraging  the  arts  to  blossom 
in  their  own  uniquely  Thai  style. 

He  also  laid  the  foundations  for 
another  very  important  Thai  char- 
acteristic, free  trade.  A  stone 
inscription  from  1292,  the  zenith  of 
his  reign,  describes  the  liberty  with 
which  the  Kingdom's  people  could 
prosper  in  commerce:  "Who  wants 


to  trade  in  elephants,  trades.  Wh 
wants  to  trade  in  horses,  trades. 
Who  wants  to  trade  in  gold  and  { 
ver,  trades.  ..." 

In  the  17th  century,  during  th 
Ayutthaya  period,  the  first  Westc 
dignitaries,  merchants  and  trade 
returned  to  their  homes  marvelii 
at  the  Land  of  Smiles,  the  skills  < 
the  artists  and  craftsmen,  and  th 
warmth  and  inner  serenity  of  th< 
nation's  people  engendered  by  tl 
ancient  Buddhist  culture.  Today, 
situation  has  developed,  rather  t 
changed.  Thailand  may  be  emerj 
as  an  industrial  giant  and  an  eco 
nomic  powerhouse,  but  the  King 
dom  still  remains  true  to  its  root 
and  traditions. 

This  also  is  the  case  with  free 
trade. 

History-making  opportunities 
await  those  who  have  the  coura£ 
embrace  them.  As  the  country  h 
emerged  from  its  dependence  or 
agriculture,  so  too  has  the  Thai  i 
ernment  moved  to  make  the  Kin 
dom  attractive  to  overseas 
investors.  Liberalization  of  the 
financial  sector,  relaxation  of  im 
duties  for  machinery  and  raw  m 
rials,  simplification  of  import  am 
export  procedures,  and  the  estal 
lishment  of  industrial  estate  zon 
have  all  helped  create  a  highly 
favorable  investment  climate. 

Fine-tuning  of  organizational ; 
port  has  also  been  a  main  policy 

In  communications,  installatii 
of  a  complete  Integrated  Service 
Digital  Network  and  a  Data  Proc< 
ing  Zone  has  provided  a  wide  rai 
of  telecommunications  services. 
This  has  been  supported  by  the  i 
cess  of  Thailand's  first  satellite, 
Thaicom  I.  In  transportation,  ne 
initiatives  are  under  way  that 
address  infrastructure  needs  wel 
into  the  next  century:  new  expn 
ways,  the  mass  transit  sky  train, 
port  facilities  on  the  Eastern 
Seaboard  to  relieve  Bangkok's  pc 
of  some  of  its  cargo  burden,  and 
additional  airport  for  the  capital. 

As  a  result  of  this  intensive  ef 
Thailand  is  a  leading  world  mani 
facturer  and  exporter  and  a  relia 
and  profitable  trading  partner. 

The  Kingdom's  export  figures 
illustrate  this  dramatically.  In  19 
total  exports  were  US$37,159  mi 
lion.  In  1994,  that  figure  leapt  to 
USS45,061  million.  The  1995  fig 
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estimated  at  US$54,400  million, 
d  in  the  year  2000  the  projected 
port  figure  is  USgl00,000  million. 
Thailand's  main  exports  are  elec- 
cal  and  electronic  products,  tex- 
ts, processed  foods,  gems  and 
velry,  plastics,  footwear,  frozen 
)d,  vehicles  and  parts,  building 
iterials  and  household  and  deco- 
:ive  items.  With  its  huge  and  con- 
intly  growing  industrial  base, 
I ailand's  future  in  the  global  mar- 
,tplace  is  assured,  specifically  in 
ms  of  its  tremendous  export 
j,tential. 

The  label  "Made  In  Thailand"  is 
,;refore  a  highly  respected  one 
)und  the  world,  making  the  King- 
m  the  perfect  trading  partner, 
d  for  overseas  buyers,  the 
partment  of  Export  Promotion  is 
B  user-friendly,  smiling  face  of 
at  partner. 

;  Established  to  promote  Made  In 
nailand  products  and  to  assist 
lai  manufacturers  and  exporters 
n  foreign  buyers  in  every  possible 
ly,  the  DEP  is  an  agency  under 
I  authority  of  the  Ministry  of 
;mmerce. 

The  DEP's  main  responsibility  is 
iassist  in  matching  Thai  manufac- 
,  ers  with  overseas  buyers  and  to 
(wide  quick  and  cost-effective 
pess  to  Thai  products  through  a 
imber  of  informational  and  orga- 
lational  facilities.  Another  area  of 
ponsibility  is  to  encourage  Thai 
• sorters  to  improve  the  quality 
fe  design  of  their  products  by 
:i|jring  a  range  of  product  adapta- 
iiji  and  design  service  programs, 
itn  addition,  the  DEP  serves  as 
a  Secretariat  for  the  Export 
i/elopment  Committee,  chaired 
i  the  Prime  Minister,  which  repre- 
a.ts  and  coordinates  all  commer- 
■  and  governmental  agencies 
::;olved  in  trade  activities  in  order 


to  solve  any  export  obstacles. 

The  DEP  provides  a  host  of  infor- 
mational services  and,  to  make 
doing  business  with  Thailand  even 
easier,  the  department's  skilled  and 
friendly  staff  is  qualified  to  offer 
practical  advice  to  enable  traders  to 
achieve  their  aims  in  the  most  pro- 
fessional and  time-saving  way. 
Included  in  the  service  is  a  con- 
stantly updated  database  of  Thai 
manufacturers  and  exporters,  and 
numerous  printed  and  audio-visual 
packages  that  introduce  buyers  to 
Thai  export  products. 

The  department  participates  in 
international  and  domestic  trade 
fairs  and  conferences,  and  regular- 
ly dispatches  Thai  selling  and 
study  missions  to  target  market 
countries.  Incoming  missions  too 
will  find  a  warm  and  hospitable 
welcome  from  the  DEP.  Meanwhile, 
Deputy  Prime  Minister  Dr.  Amnuay 
Viravan  will  be  leading  an  exhibi- 
tion and  seminar  entitled  "A  Retro- 
spective and  Prospective  View  of 
Thailand:  Kingdom  of  Growth"  to 
Osaka  in  June,  Frankfurt  in  August 
and  New  York  and  Chicago  in 
September. 

Buyers  will  find  they  have  com- 
plete freedom  to  operate  under  the 
umbrella  of  DEP  help  and  hospital- 
ity. If  they  wish,  overseas  visitors 
may  contact  recommended  manu- 
facturers directly.  Or,  if  preferred, 
the  DEP  will  make  initial  inquiries, 
arrange  appointments,  organize 
factory  visits,  obtain  cost  estimates 
and  provide  a  range  of  other  ser- 


I 


vices  —  all  completely  free  of 
charge. 

A  network  of  Thai  Trade  Centers  is 
operated  worldwide  by  the  DEP, 
allowing  convenient  access  in  five 
major  regions:  North  America, 
Europe,  Asia  Pacific,  Indochina  and 
the  Middle  East.  Within  Thailand 
itself  there  is  a  network  of  Regional 
Export  Promotion  Centers  that  pro- 
vides the  same  full  range  of  services 
as  does  the  DEP  headquarters  in 
Bangkok. 

Times  may  change,  but  philoso- 
phies don't  have  to  do  so.  The 
Department  of  Export  Promotion  is 
proud  to  be  playing  such  a  vital  role 
in  Thailand's  economic  development. 
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Tourism 
Authority  of 
Thailand:  A  very 
Special  Year 


Tourism  Authority  of  Thailand 
Head  Office: 

372  Bamrung  Muang  Road 
Bangkok  10100,  Thailand 
Tel:  (662)  226-0060, 
226-0072,  226-0098 
Fax:  (662)  224-6221 


On  June  9,  His  Majesty  King  Bhumi- 
bol  Adulyadej  will  become  the  first 
Thai  king  to  celebrate  a  50-year  reign. 
He  is  also  the  world's  longest-reigning 
monarch.  For  Thailand,  and  for  visi- 
tors to  Thailand,  this  is  therefore  a 
very  special  year  indeed:  A  year  of 
celebrations,  with  royal,  state  and 
religious  ceremonies  being  held  right 
through  to  the  end  of  December. 

The  Thai  people  are  very  proud 
of  their  monarchy,  and  for  those 
traveling  to  the  Kingdom  from 
overseas  this  is  an  opportunity  to 
experience  the  true  essence  of 
Thailand.  Amid  all  the  regal  splen- 
dor and  the  joyful  celebrations, 
however,  there  is  a  policy  laid  down 
by  His  Majesty  that  the  anniversary 
be  marked  by  a  series  of  activities 
and  projects  that  will  benefit  the 
people  of  Thailand. 

This  is  very  characteristic  of  His 
Majesty's  long  reign.  From  the  very 
first  year  he  ascended  the  throne, 
he  has  dedicated  himself  to  develop- 
ment work  for  the  well-being  of  the 
people.  The  first  project  was  the 
construction  of  a  road  and  water 
reservoir  in  Hua  Hin,  to  the  south  of 
Bangkok,  and  in  the  years  since 
then  the  number  of  royal  projects 
has  increased  to  more  than  1,800. 

The  King  travels  widely  through- 
out Thailand  to  oversee  their  imple- 


mentation, and  to  view  the  resul 
He  also  officiates  at  formal  func- 
tions, bestows  decorations  on  ini 
viduals  who  have  made  outstand 
contributions,  sprinkles  lustral  w 
during  birthday  and  wedding  eel 
brations,  casts  new  Buddha  ima| 
at  monasteries,  and  attends  imp* 
tant  cremation  ceremonies.  Furt 
he  presides  at  graduation  cere- 
monies in  the  Thai  military  acac 
mies,  and  many  Thai  university 
graduates  personally  receive  the 
degrees  from  his  hands. 

The  King  therefore  is  very  mu 
man  of  the  people,  which  helps  t< 
explain  the  reverence  the  Thai  p< 
pie  have  for  him  and  the  royal  fai 

This  pride  will  in  turn  help 
ensure  that  every  visitor  to  Thai 
this  year  will  depart  with  special 
memories. 

Tourism  has  long  been  a  vital 
part  of  the  nation's  economy.  As 
number  of  tourism  attractions  h 
grown,  so  too  has  the  industry.  ] 
recent  years,  the  Thai  governm< 
and  the  Tourism  Authority  of  Tl 
land  have  been  working  to  ensu 
that  the  number  of  tourism  pro( 
ucts  continues  to  increase,  that 
hotels  maintain  their  standards 
excellence,  which  have  long  bee 
byword  throughout  the  hospital 
industry,  and  that  Thailand  rem 
one  of  the  most  alluring  destina 
tions  in  the  region. 

Improvements  in  the  country 
infrastructure  have  also  meant  t 
many  of  the  attractions  outside  < 
the  capital,  once  considered  imp 
sibly  remote  for  all  but  the  hard) 
are  more  easily  accessible.  Tropi 
islands  such  as  Phang  Nga  and  P 
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,  sparkling  beach  resorts  like 
iket  and  Krabi,  the  ruined 
ient  cities  of  Sukhothai  and 
itthaya,  and  the  cool  mountain 
as  and  mysterious  jungle  trails 
and  Chiang  Mai  and  Chiang  Rai 
now  on  the  schedules  for  many 
rseas  visitors,  who  find  to  their 
ght  that  these  "new"  destinations 
not  only  easy  to  reach,  but  offer 
arb  accommodations  as  well. 
a  fact,  there  is  no  better  time  to 

Thailand,  either  for  the  tourist 
>r  the  business  traveler.  The  King- 
i's  booming  economy  has  ensured 

the  business  travel  sector  is  on 
increase,  while  for  tourists,  the 
iber  of  new  hotels  springing  up 
ugliout  the  country  has  ensured 
!  room  rates  are  kept  to  a  mini- 
|h.  The  laws  of  supply  and 
i  and  and  free-trade  principles 
y  as  much  to  Thailand's  hotel 
jness  as  they  do  to  any  other 
ptry  in  the  Kingdom,  and  room 
k  are  among  the  lowest  in  Asia. 
I  he  year  1995  was  a  very  satisfy - 


jone  for  the  TAT  The  total  num- 
jof  visitor  arrivals  reached  6.95 
Ion,  an  increase  of  almost  13% 
l|  the  previous  year,  well  surpass- 
I  he  target  of  7.5%.  Predictions 
I  lis  year  put  the  number  of 
|l  als  at  7.2  million. 
||  ne  very  notable  trend  was  the 
:ase  in  travel  from  within  the 
>n.  Overall,  the  markets  of  East 
formed  60%  of  the  total  mar- 
ind  showed  a  growth  rate  of 
st  18%  over  the  previous  year, 
uch  of  this  is  due  to  business 
1,  of  course,  with  the  very  high 
lomic  growth  of  so  many  coun- 
llwithin  the  region.  Over  1.1  mil- 
iprrivals  came  from  neighboring 
ivsia,  some  840,000  from  Japan 
|,  i  increase  of  over  20%  —  and 
»  than  445,000  from  Korea. 
:  over,  Beijing's  relaxation  of 


overseas  travel  for  Chinese  citizens 
resulted  in  the  number  of  Chinese 
arrivals  jumping  47%  over  the  previ- 
ous year  to  total  more  than  380,000. 

Visitors  from  the  South  Asia  sub- 
continent meanwhile  grew  by  some 
10.5%,  bringing  the  total  number  of 
arrivals  to  281,000,  while  Middle 
East  arrivals  were  102,000,  a  growth 
of  almost  18%. 

Europe,  Thailand's  traditional 
market,  began  to  show  signs  of 
important  change.  While  some  of 
the  familiar  markets  such  as  Britain, 
Holland  and  Switzerland  registered 
increases,  as  the  recession  eased  off, 
new  markets  also  began  to  emerge: 
Russians  and  Eastern  Europeans  are 
starting  to  discover  Thailand.  The 
number  of  visitors  from  this  region 
totaled  119,000,  of  whom  more 
than  43,000  were  from  Russia. 

This  year,  meanwhile,  has  been  a 
record  one  in  terms  of  the  number 
of  international  travel  conventions 
that  have  been  or  are  about  to  be 


held  in  the  country.  An  unprece- 
dented number  of  tour  and  travel 
organizers,  conference  and  conven- 
tion planners  and  incentive  group 
specialists  has  been  in  Thailand  for 
a  series  of  high-profile  industry 
events.  This  has  helped  to  boost 
Thailand's  image  immeasurably  in 
the  overseas  travel  markets,  and  as 
a  result  the  TAT  believes  that  this 
sector  of  the  travel  industry  will  be 
recording  powerful  growth  in  the 
near  future. 

All  in  all,  this  is  a  very  special 
time  for  tourism.  The  year  is  being 
marked  by  a  number  of  major 
events  to  coincide  with  the  50th 
anniversary  celebrations  of  His 
Majesty  King  Bhumibol.  On  the 
actual  day  of  the  anniversary,  mem- 
bers of  the  Thai  Hotel  Association 
are  offering  free  accommodation  for 
several  categories  of  arriving  visi- 
tors: Honeymoon  couples,  tourists 
whose  birthday  falls  on  that  day, 
foreign  visitors  aged  50  years  or 
above,  and  families  of  five  or  more. 

A  Royal  Barge  Procession,  a  rare 
event  in  Thailand  held  only  on  very 
special  occasions,  will  be  held  in 
November.  The  nationwide  Loi 
Krathong  festival,  in  which  millions 
of  tiny  candle-lit  floats  are  launched 
on  the  country's  waterways  under  a 
full  moon,  will  be  held  on  the  24th 
of  November,  and  there  is  a  jazz  fes- 
tival in  Bangkok  and  Pattaya  during 
the  same  month. 

December  meanwhile  will  see  a 
parade  of  lanterns  and  electric  floats 
past  the  Grand  Palace  in  Bangkok,  a 
glittering  end  to  this  auspicious  year. 

We  join  the  entire  Kingdom  in 
congratulating  His  Majesty  on  his 
long  reign. 
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Thai 

Farmers  Bank: 
Growing  With 
the  Kingdom 


'hat  Farmers  Bank 

 Publx.  Company  Limited 


400  Phahon  Yothin  Aver 
Bangkok  10400,  Thailand 
G.P.O.  1366 

Tel:  (662)  270-1122,  273-1199 
Fax:  (662)  271-4033 


In  this  50th  year  of  His  Majesty 
King  Bhumibol  Adulyadej's  reign, 
Thailand  is  preparing  for  its  future 
role  as  the  financial  center  of  the 
Southeast  Asia  region.  The  years  of 
stability  the  Kingdom  has  enjoyed 
have  laid  a  firm  foundation  for  a 
powerful  economy  and  now,  with 
rapid  development  taking  place 
throughout  Asia,  Thailand  has 
emerged  as  a  key  player  in  regional 
and  international  affairs. 

None  of  this  could  have  been 
possible  without  the  guiding  hand  of 
a  monarch  whose  reign  has  spanned 
a  remarkable  era  of  history.  For  if 
the  world  has  changed  profoundly 
in  the  past  half-century,  then  it  has 
to  be  said  that  Asia  has  changed 
even  more  so. 

Today,  the  politics  and  econom- 
ics of  Asia  are  of  immeasurable 
importance  to  the  remainder  of  the 
world.  For  those  of  us  living  in  the 
region,  the  opportunities  are  vast 
and  exciting,  and  the  future  for  our 
children  is  one  of  great  promise. 

This  is  especially  the  case  in 
Thailand,  which  has  emerged  from 
being  an  agricultural  community  to 
take  its  place  center  stage  in  the 
Asia-Pacific  region.  Under  the  long 
and  benevolent  reign  of  His  Majesty 


King  Bhumibol,  the  nation  has 
developed  and  prospered  to  an 
extent  that  could  not  even  hav< 
been  speculated  upon  at  the  tir 
he  ascended  the  throne.  The 
Golden  Jubilee  is  a  time  when  i 
Thai  people  are  able  to  rejoice 
truly  great  achievement. 

Thai  Farmers  Bank  has  indee 
been  fortunate  to  have  been  crei 
at  the  beginning  of  this  era  of  ste 
ity  and  growth,  and  to  have  grov 
with  the  country.  It  was  slightly 
than  50  years  ago,  on  June  8,  19 
in  the  uncertain  aftermath  of  Wc 
War  II,  that  a  group  of  Thai  busi: 
men  incorporated  the  bank  with 
paid-up  capital  of  5  million  baht 
21  employees.  The  name  Thai  F 
ers  Bank  was  chosen  to  reflect  tl 
then  overriding  importance  of  ag 
culture  to  the  nation's  economy. 

Established  from  the  outset  j 
full-service  commercial  bank,  1 
has  never  lost  its  close  relation 
with  the  people  of  Thailand.  In 
early  days  the  bank  began  oper 
branches  to  serve  communities 
remote  areas  where,  more  oftei 
than  not,  banking  services  wer< 
a  novelty  or  at  best  a  luxury.  In 
process  it  helped  change  day-tc 
society.  A  new,  young,  energeti 
generation  of  helpful  bankers  b 
making  temple  and  house  calls 
bringing  banking  services  direc 
the  people  and  making  them  ar 
integral  part  of  daily  life.  No  loi 
were  banks  unapproachable.  Si 
denly  they  were  there  helping  t 
invest  savings,  transfer  funds, 
finance  small  businesses,  and  g 
advice  on  areas  of  life  where  pe 
haps  no  such  advice  had  been  ; 
able  in  the  past. 

As  the  decades  passed,  TFB 
became  an  ever-more-familiar  n 
throughout  Thailand.  And  as  th< 
Kingdom  evolved  from  its  agricu 
based  economy  into  an  industri 
and  commercial  nation,  one  of  t 
■fastest-growing  in  Asia,  TFB  evo 
with  it.  Today,  the  bank  is  rated 
third-largest  in  Thailand  in  term 
total  assets,  with  its  growth  rate 
in  both  assets  and  profits  runnir 
ahead  of  the  Thai  commercial  b 
ing  system  for  the  past  five  year 

In  terms  of  the  number  of 
branches,  TFB  has  continuous! 
promoted  the  expansion  of  its  s 
vice  outlets  throughout  the  cou 
and  overseas.  There  are  at  pres 
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domestic  branches,  and  15 
;^seas  branches  and  offices.  The 
ler  help  keep  the  bank  at  the 
(front  with  public  service,  the 
ht  play  an  increasingly  important 
!  in  Thailand's  relationships  with 
(trading  partners  worldwide. 
[Jong  with  creating  its  extensive 
pork  of  domestic  branches,  TFB 
invested  heavily  in  the  latest  elec- 
fic  banking  services.  The  branch 
work  is  serviced  with  the  most 
|inced  ATM  machines,  enabling 
joank  to  customize  new  products 
(offer  extensive  service  facilities  to 
ilients,  including  on-line  services, 
(ohone  banking,  automatic  pay- 
|t  and  credit  authorization, 
ew  banking  products  have 
;i  developed.  TFB's  credit  card 
jice  continues  to  gain  popular- 
among  the  card-carrying  public, 
i  bank  was  the  first  in  Thailand 
utroduce  a  debit  card.  A  range 
trinity  cards  has  been  devel- 
m  in  association  with  leading 
iil  and  corporate  names. 
<jirity  has  been  greatly  enhanced 
i  the  introduction  of  photo 
is  for  all  of  TFB's  credit  cards. 
:ut  of  course,  more  is  required  of 
ink  than  an  impressive  array  of 
kces.  Service  itself  is  of  para- 
1  nt  importance,  never  more  so 

in  this  age  of  fierce  interna- 
|il  competition. 

b  provide  its  customers  with 
fastest,  most  efficient  and 

t  courteous  service,  in  mid- 
B  the  bank  embarked  upon  a 

d  reengineering  program  that 
loompletely  restructured  the 


way  in  which  the  bank  and  its 
branches  operate.  As  a  result,  ser- 
vice levels  are  now  on  a  par  with 
international  standards,  and  costs 
have  been  reduced  with  the 
increased  efficiency. 

TFB  has  also  acted  on  the  neces- 
sity of  broadening  its  base  of  ser- 
vices. Two  years  ago,  the  Ministry  of 
Finance  gave  its  approval  for  TFB  to 
trade  and  underwrite  debt  instru- 
ments, which  now  enables  the  bank 
to  play  a  greater  role  in  Thailand's 
economic  development. 

With  TFB's  success  has  come  a 
host  of  awards  from  respected 
financial  and  business  publications. 
The  bank  was  named  "the  most  out- 
standing bank  in  terms  of  perfor- 
mance" by  Money  and  Banking 
magazine  in  1994,  and  was  selected 
as  "the  most  outstanding  business 
enterprise"  in  the  same  year  by  a 
panel  of  judges  organized  by  the 
Economic  Outlook  business  journal. 
In  1995,  Interest,  one  of  Thailand's 
leading  financial  publications,  polled 
its  readers  and  named  TFB  "Bank  of 
the  Year."  This  year,  the  bank  has 
been  named  "the  best-managed 


bank  in  Thailand"  in  a  survey  con- 
ducted by  Hong  Kong-based  consul- 
tants Egon  Zehnder  International, 
and  the  Far  Eastern  Economic 
Review  rated  it  the  top  business  in 
Thailand  this  year,  partly  because  of 
the  effectiveness  of  the  reengineer- 
ing program. 

Thai  Farmers  Bank  was  also  the 
first  in  Thailand  to  be  given  a 
"triple  A"  rating,  the  top  rating 
that  can  be  conferred  on  any 
institution  by  the  Thai  Rating  and 
Information  Service.  It  has  been 
assigned  a  rating  of  A2  and 
Prime- 1  for,  respectively,  its  long- 
and  short-term  deposits  by 
Moody's  Investor  Service,  ratings 
that  are  equivalent  to  Thailand's 
own  credit  rating  and  are  conse- 
quently the  highest  possible.  Stan- 
dard &  Poor's  meanwhile  has 
assigned  a  rating  of  A-  and  A-2  to 
TFB  for  its  long-  and  short-term 
senior  debt  and  deposit  issues. 

The  bank  continues  to  be  an 
important  part  of  the  community. 
It  has  actively  supported  the  arts 
for  many  years,  awards  scholar- 
ships to  students  throughout  the 
country,  is  an  enthusiastic  supporter 
of  sports  and  promotes  important 
seminars  and  conferences.  The 
bank  has  also  initiated  an  exten- 
sive reforestation  project. 

Thai  Farmers  Bank  is  proud  of  its 
role  in  Thailand's  development,  and 
of  its  relationship  with  the  people 
of  Thailand.  The  bank  joins  the 
entire  Kingdom  in  celebrating  the 
Golden  Jubilee  of  His  Majesty  King 
Bhumibol  Adulyadej. 


It  took  help  from  some  overconfident  utility  executives 
and  credulous  power  bureaucrats  to  make  Cogen 
Technologies'  Bob  McNair  worth  $800  million. 

Juice  man 


By  Ann  Marsli 


Cogen  Technologies  founder  Bob  McNair 
After  upstart  competitors  forced  his  trucking  firm 
into  bankruptcy,  McNair  decided  to  become  an  upstart 
competitor  in  the  electricity  business. 
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f  Our  strength 
is  in  our  numbers. 


Start  with  our  biggest  number.  $57  billion  in  man- 
ed  assets.  That  number  sums  up  a  1 17-year  history 
experience  and  expertise.  Of  strength  and  stability. 

It  sums  up  the  fact  that  over  9  million  men,  women 
d  children  rely  on  The  Principal  Financial  Group.® 

Each  and  every  one  of  them  receives  the  kind  of 
"vice  that  simplifies  even  the  most  complex 
ancial  matters. 

From  health  care  to  retirement,        the  1 
m  mortgages  to  life  insurance. 

Financial 
Group 

Life,  Health,  Dental  and  Disability  Insurance 
401(k)  •  HMO/PPO  •  Mutual  Funds  •  Securities  •  Annuities  •  Home  Mortgages 

3  Principal  Mutual  Life  Insurance  Company,  Des  Moines,  IA  50392-0150.  Products  and  services  offered  through  Principal  Mutual  Life  Insurance  Company  (The  Principal)  and  its  subsidiaries 
funds  distributed  through  Princor  Financial  Services  Corporation  (member  SIPC),  a  registered  broker  dealer.  Securities  through  Principal  Financial  Securities,  Inc.  (not  available  in  all  states). 
Managed  health  care  through  Principal  Health  Care,  Inc.  (not  available  in  all  states).  Home  mortgages  available  through  Principal  Residential  Mortgage,  Inc. 


And  the  kind  of  flexibility  that,  for  example, 
enables  us  to  manage  over  33,000  retirement  and 
40 1  (k)  plans  for  millions  of  individuals. 

Making  you  number  one  has  always  been  our 
real  strength. 

Strength  that  gives  you  an  edge  on  your  financial 
future.  The  Principal  Edge.® 

Visit  our  Internet  home  page  at 
http://www.principal.com  or  call 
l-800-986-EDGE(3343). 


to  buy  Cogen's  power  at  6V2 
cents/kwh,  a  fat  markup  over  Co- 
gen's cost  to  produce  the  juice.  Today 
electricity  sells  on  the  spot  market  at 
about  3  cents/kwh. 

From  Cogen's  earliest  days  McNair 
gambled  on  energy  prices.  Rather  than 
lock  in  the  cost  of  his  basic  feedstock — 
natural  gas — by  signing  long-term  gas 
purchase  contracts,  McNair  bought 
his  gas  on  the  spot  market.  He  was 
gambling  that  oil  prices  would  not  rise 
to  $100  a  barrel — indeed,  prices  today 
hover  around  $24.  Selling  his  power 
on  high,  fixed-price  contracts  and  buy- 


Cogen's  715-megawatt  plant 
in  Linden,  N.J. 
At  first  short  of  capital, 
McNair  realized  that  long-term 
contracts  to  supply  power 
were  bankable  assets. 


ing  his  fuel  cheap,  McNair's  operating 
margins  gaped  wide  open.  And  he  has 
20  years  to  go  on  most  of  his  contracts 
with  utilities. 

Today  Cogen  owns  big  stakes  in 
three  plants  in  New  Jersey,  one  in 
West  Virginia,  one  in  Bethlehem, 
N.Y.  and  one  in  Carson,  Calif,  for  a 


total  of  almost  1 ,400  megawatts.  Ai 
other  2,500  megawatts  are  in  deve 
opment  abroad.  The  nation's  large 
privately  owned  independent  powi 
company,  Cogen  last  year  generate 
close  to  SI 00  million  in  cash  flo 
(earnings  before  interest,  taxes,  d< 
preciation  and  amortization )  on  res 
nues  of  S500  million.  McNair's  SO 
stake  in  Cogen  is  worth  over  $80 
million,  quite  a  triumph  for  a  fellJ 
w  ho  grew  up  poor  in  North  Carolifl 
on  the  edge  of  Appalachia. 

Now  59,  McNair  and  other  indepej 
dents  figure  the  domestic  energy  gluti 
the  U.S.  electricity  business  w  ill  ma 
independent  pow  er  production  a  mj 
competitive  market,  w  ith  less  profit  1 
go  around.  So  he's  doing  more  an 
bigger  deals  overseas — Pakistan,  fore: 
ample,  and  China,  where  Cogen  h; 
five  projects  in  development.  His  stra 
eg)'  is  to  secure  a  strong  local  partner  i 
order  to  avoid  political  snarls  like  tl 
one  that  nearly  derailed  Knron 
2,450-megawatt  project  in  India. 

To  help  him  snare  megawatts  ove 
seas,  McNair  may  sell  a  piece  of  G 
gen  to  a  partner  w  ith  a  strong  balanc 
sheet  and  international  name  recogn 
tion.  McNair  isn't  naming  names,  bi 
says  he's  talking  to  seven  suitor 
"They're  the  big  behemoth  coma 
nies  with  tremendous  assets,"  sa] 
McNair,  relaxing  in  his  office  on  tl 
fiftieth  floor  of  a  Houston  skyscrape 
"They're  trying  to  become  moi 
nimble.  It's  our  corporate  cults 
that's  very  attractive  to  them."  ■ 


Windfall 

I X D KPENDENT  power 

generation  has  created  a 
vast  amount  of  new 
wealth.  Aside  from  Cogen 
Technologies'  Robert 
McNair,  now  worth  more 
than  $800  million,  there 
are  William  Kriegel  and 
Paris  Mouratoglou.  In 
1984  they  cofounded 
New  York-based  Sithe 
Energies  as  a  subsidiary  of 
Compagnie  Generale 
des  Eaux  of  France. 

On  Apr.  3  Japanese 
conglomerate  Marubeni 
Corp.  paid  $260  million 


for  a  28%  share  of  Sithe  En- 
ergies. Kriegel's  stake  is 
now  worth  $76  million, 
and  Mouratoglou's,  $57 
million. 

Roger  W.  Sant  and 
Dennis  W.  Bakke,  both 
formerly  of  the  U.S.  De- 
partment of  Energy, 
founded  the  publicly 
traded  independent  pro- 
ducer aes  Corp.  of  Ar- 
lington, Va. 

At  the  Energy  Depart- 
ment the  two  helped  draft 
the  1978  Purpa  legisla- 
tion that  created  the  inde- 
pendent power  produc- 
ing industry. 


Sant,  aes'  chairman, 
and  Bakke,  its  president 
and  chief  executive,  have 
become  rich  to  the  tune  of 
$285  million  and  $204 
million,  respectively. 

Cogentrix  Energv's 
founder  and  chairman, 
George  Lewis,  and  his 
family  own  100%  of  the 
Charlotte,  N.C. -based 
independent. 

With  1 ,000  megawatts 
in  the  U.$.,  the  company 
could  be  worth  $500  mil- 
lion, enough  to  qualify  the 
family  for  this  year's 
Forbes  Four  Hundred 
listing. 


"These  entrepreneurs 
are  making  6  to  8  cents  p< 
kilowatt-hour  w  hen  the 
market  dictates  2  to  3 
cents,"  gripes  Kent  Knut- 
son,  senior  vice  president  ( 
electric  and  coal  pow  er 
consultant  Resource  Data 
International,  Inc.  in 
Boulder,  Colo. 

Knutson  adds:  "The 
customer  gets  nothing." 
He's  right,  of  course,  but 
you  can't  blame  business 
people  for  taking  advan- 
tage of  dumb  laws  cooked 
up  by  politicians  who 
don't  really  know  what  the 
are  doing.         -A.M.  ■ 
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How  would  you  like  to  live  in  a  state  that  keeps  your  personal 
medical  records  in  a  big  central  database? 

It  can't  happen  here 


By  Brigid  McMenamin 

Have  you  ever  been  tested  for  a 
sexually  transmitted  disease?  Or  per- 
haps sought  help  for  depression? 
Have  you  been  treated  for  hemor- 
rhoids or  impotence?  That's  sup- 
posed to  be  just  between  you  and 
your  doctor,  right?  Well,  not  if  you 
live  in  Maryland. 

For  the  past  year  1 2  of  the  biggest 
medical  claim  payers  in  Maryland — 
including  Blue  Cross/Blue  Shield, 
MidAtlantic  Medical  Services,  Inc., 
NylCare,  Medicare  and  Medicaid — 
have  been  quietly  submitting  private 
medical  and,  in  some  cases,  psychi- 
atric claims  to  the  Maryland  Depart- 
ment of  Mental  Health  &  Hygiene. 

It's  all  going  into  a  new  computer 
system  called  the  Medical  Care  Data 
Base.  Before  long,  every  Maryland 
doctor,  chiropractor,  psychologist 
and  psychiatrist  will  be  required  to 
report  every  patient  visit  to  the  data- 
bank. Eventually  the  state  will  have  a 
complete  medical  and  psychological 
dossier  on  every  resident.  Iowa, 
Kentucky,  Minnesota,  North 
Dakota,  Washington  and  Vermont 
are  all  states  that  are  setting  up  sim- 
ilar systems. 

But  Maryland  is  well  ahead  of  the 
pack.  With  an  annual  budget  of  $2.9 
million  and  a  staff  of  32,  the  Mary- 
land Health  Care  Access  &  Cost 
Commission  is  in  charge  of  the  proj- 
ect. It's  part  of  a  health  care  "reform" 
plan  Maryland  adopted  in  1993  to 
regulate  doctors'  fees  and  to  dictate 
under  what  circumstances  Maryland 
carriers  can  sell  insurance  and  what 
must  be  covered. 

Why  does  Maryland,  in  particular, 
need  all  this  patient  information? 
Commission  officials  say  they're  try- 
ing to  get  health  care  costs  under 
control.  The  truth  is  they're  trying 
to  get  doctors  under  control. 

Say  your  doctor  thinks  you  need  a 
biopsy,  an  EKG  or  a  prostate  exam. 
Doctors  take  an  oath  to  recommend 


**  -»» C  **■  "•'  ~  *" 


what's  best  for  you.  They're  not  sup- 
posed to  consider  how  many  similar 
procedures  have  already  been  done 
this  month — or  whether  it's  fair  for 
you  to  have  this  procedure  when 
some  people  can't  afford  it. 

The  Maryland  reformers  disap- 
prove of  that.  They  intend  to  make 
doctors  report  every  visit  so  the 
bureaucrats  know  exacdy  what  the 
doctors  are  doing  and  exactly  how 
much  they're  charging.  They're 
planning  to  use  the  database  to 
monitor  procedures  and  control  the 


use  of  what  they  deem  to  be  unne 
essary  treatments. 

In  effect,  the  state  will  be  lookii 
over  the  doctor's  shoulder  all  tl 
time,  forcing  him  to  think  twi 
before  suggesting  any  test  or  proc 
dure — even  if  you're  the  one  whc 
paying  for  it. 

For  each  claim,  the  Marylai 
insurance  carrier  will  be  forced 
give  the  state  34  bits  of  person 
information,  including  your  preci 
diagnosis  (such  as  premature  ejacul 
tion  or  alcoholic  hallucinations)  at 
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How  can  you  pro- 
tect your  private 
medical  records? 

First  step  is  to  find  out 
what  already  may  have 
leaked  out  of  your  doctor's 
office.  Call  the  Medical 
Information  Bureau  (mib), 
the  Boston- based  outfit 
that  pools  medical  reports 
for  750  insurance  compa- 
nies (617-426-3660).  For 
just  $8  they'll  send  you  a 
copy  of  your  file.  If  you 
can  prove  it's  wrong,  they 
have  to  fix  it. 

The  next  step  is  to  get 
your  doctor  on  board.  Tell 
him  that  privacy  is  impor- 
tant to  you.  Ask  what  steps 
he  is  taking  to  safeguard  it. 
Be  sure  to  inquire  whether 
anyone  else  has  access  to 
his  billing  or  medical 
records.  Sound  improba- 


ble? Lots  of  doctors  give 
them  away  in  return  for 
"free"  software  or  other 
services!  Find  out  if  he  is 
one  of  them. 

If  there  is  something  you 
would  prefer  your  doctor 
didn't  tell  even  the  insur- 
ance company,  let  him 
know  in  advance.  And  give 
him  a  letter  saying  so. 
Then  ask  your  doctor  to 
keep  it  in  your  file  so  his 
clerk  won't  accidentally 
divulge  its  contents. 

Stop  using  your  Social 
Security  number  on  med- 
ical records  or  claims.  If 
your  doctor  or  insurance 
company  has  it,  insist  they 
use  another  identification 
number  from  now  on. 

If  you  want  no  informa- 
tion to  be  sent  out,  give 
your  doctor  a  letter  assert- 
ing your  right  to  privacy 
and  forbidding  him  from 
turning  over  any  records. 


New  York  City- based 
lawyer  Andrew  Schlafly 
advises  his  clients  to  use 
language  like  this:  "I, 

 '  hereby 

assert  my  constitutional 
right  to  privacy  and 
expressly  forbid  my  physi- 
cian, and  anyone  acting 
under  his  or  her  control, 
from  releasing  any  of  my 
medical  records  to  a  third 
party  without  my  express 
consent. 

"In  particular,  I  decline 
to  consent  to  the  release  of 
my  medical  records  for  the 
purpose  of  entry  into  a 
computer  database  which 
may  be  accessed  by  third 
parties  outside  of  the 
offices  or  hospitals  utilized 
by  my  physician(s)." 

Obviously,  a  form  like 
this  won't  prevent  your 
doctor  from  releasing  con- 
fidential information;  it 
will,  however,  make  him 


liable  for  punitive  damage 
if  he  does. 

For  more  information: 

•See  "Rx  for  Patient 
Power:  The  Patient's 
Handbook,"  available  froi 
the  Association  of  Ameri- 
can Physicians  &  Surgeon 
800-  635-1196. 

•Take  a  look  at  the  Wei 
site  for  the  Electronic  Pri- 
vacy Information  Center ; 
www.epic.org  or  the  auto 
mated  response  message: 
info@epic.org. 

•Call  the  Privacy  Right 
Clearinghouse  at  619-29£ 
3396  or  send  E-mail  to 
prc@acusd.edu. 

•Read  "Your  Health 
Information  Belongs  to 
You"  and  "Is  Your  Health 
Information  Confidential! 
brochures  published  by  tl 
American  Health  Informa 
tion  Management  Associa 
tion,  312-787-2672). 

-B.McM.  ■ 


treatment  (such  as  psychotherapy  or 
abortion)  as  well  as  plenty  of  identi- 
fying information — your  patient  ID 
(usually  your  Social  Security 
number),  the  month  and  year  of  your 
birth,  sex,  race  and  zip  code,  plus  a 
claim  control  number,  the  date  of  the 
visit,  the  location  of  the  doctor's 
office  and  the  doctor's  federal  tax 
identification  number. 

Just  how  secure  will  this  informa- 
tion be?  Maryland  bureaucrats  say 
insurance  carriers  will  delete  names 
and  encrypt  Social  Security  numbers 
before  submitting  claims.  That's  not 
very  reassuring,  given  the  appetite 
for  this  kind  of  data  among  health 
maintenance  organizations,  pharma- 
ceutical and  medical  equipment 
makers  and  researchers. 

Not  to  mention  friends,  relatives, 
employers,  business  rivals,  private 
investigators,  journalists  and  mar- 
keters who  would  like  nothing  better 
than  to  get  your  medical  records. 

"If  a  computer  hacker  can  break 
into  the  Pentagon,  why  not  into  this 
data  bank?"  asks  Maryland  child  psy- 
chiatrist James  Kelly.  And  even  if 
hackers  couldn't  get  in,  insiders  cer- 


tainly would.  "All  it  takes  is  one 
authorized  insider,"  says  Tucson 
internist  Jane  Orient,  executive  direc- 
tor of  the  Association  of  American 
Physicians  &  Surgeons. 

Just  last  summer,  Maryland  prose- 
cutors discovered  a  ring  of  HMO  sales- 
people who  were  bribing  Department 
of  Social  Services  employees — from 
caseworkers  to  janitors — to  reveal 
confidential  information  on  thou- 
sands of  Maryland  Medicaid  patients. 
All  16  arrested  pled  guilty  or  were 
found  guilty  of  bribery,  improper  use 
of  information  or  of  Medicaid  fraud. 
Seven  government  workers  pled 
guilty  to  taking  the  bribes. 

And  keep  in  mind  that  the  law 
puts  few  restrictions  on  what  the 

The  state  will  know  if  you 
suffer  from  premature  ejac- 
ulation or  alcoholic  halluci- 
nations, or  whether  you 
have  had  an  abortion  or 
psychotherapy  treatment. 


state  does  with  the  information.  S 
even  if  nobody  steals  the  data,  there 
no  telling  what  the  state  migl 
decide  to  do  with  it  next.  Would  the 
screen  applicants  for  state  college 
Possibly  monitor  children  whose  pa 
ents  are  suspected  of  child  abusi 
Identify  potential  criminals?  What's 
worried  citizen  to  do?  (See  box.) 

Senator  Robert  Bennett,  a  Repul 
lican  from  Utah,  has  proposed  a  bi 
(S.1360)  that's  supposed  to  prote< 
patient  privacy.  But  it  really  permi 
doctors  to  betray  patient  confident 
whenever  state  bureaucrats  deem  nei 
essary.  Worse,  the  bill  would  perm 
the  Department  of  Health  8c  Huma 
Services  to  assign  every  American 
medical  identification  number — a 
obvious  first  step  toward  a  nation; 
medical  database.  So  it  wouldn't  d 
Maryland  residents  any  good.  Th 
state  legislature  rejected  the  obvioi 
solution — requiring  patient  consent 

The  National  Coalition  for  Patieni 
Rights  is  pushing  an  alternative  to  Sens 
tor  Bennett's  bill  that  would  forbid  da, 
tors  to  release  any  information  withoi 
the  patient's  informed  consent.  Doesn 
sound  like  too  much  to  ask  for.  ■ 
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Duffy  Mazan  had  a  comfy  and  lucrative  job, 
but  the  prospect  of  conflict  with  a  new  boss  sent 
him  out  again  into  the  wide,  wide  world. 

Born-again 
entrepreneur 


By  Janet  Novack 


Duffy  Mazan,  Peg  Dawson,  Ronald  Linehan  and  Robert  Main  (left  to  right) 
No  Generation-X  attitude,  just  useful  Web  pages  with  database  links. 


Walter  (Duffy)  Mazax  ii  was  a 
computer  whiz.  At  age  14  he  was 
working  summers  as  a  programmer, 
and  by  18  he  w  as  cofounder  of  a 
computer  company.  He  attended  col- 
lege at  night  for  five  years,  but,  find- 
ing the  computer  courses  a  w  aste  of 
time,  never  bothered  to  get  his 
degree. 

After  drifting  a  bit,  Mazan,  at  26, 
settled  into  a  job  as  a  programmer  at 
the  National  Academy  of  Sciences,  a 
Washington,  D.C. -based  organiza- 
tion that  does  federal  work  under 
contract.  Ten  years  later,  a  graying 
computer  nerd,  he  was  still  at  the 
Academy  and  seemingly  destined  to 
remain  there.  It  wasn't  a  bad  job: 
Mazan  made  more  than  $100,000 


and  headed  a  62 -person  computer 
operations  staff.  He  was  able  to  take  a 
month  off  each  year  to  sail  his  30-foot 
ketch  on  the  Atlantic. 

His  entrepreneurial  urge  might 
have  died  completelv  but  for  an  acci- 
dent of  personalities.  Bruce  Alberts 
became  president  of  the  National 
Academy  in  1993.  Fearing  that  his 
style  didn't  mesh  w  ith  the  new  boss' 
and  that  he  would  soon  be  fired, 
Mazan  struck  out  on  his  ow  n  again.  In 
December  1993  he  and  three  fellow 
National  Academy  employees  rented 
a  house  on  Chincoteague  Island,  a 
tiny  summer  resort  off  the  Virginia 
coast,  and  mulled  over  three  different 
business  plans. 

Ma/an  tells  the  storv.  "We  went 


out  that  weekend  with  a  couple 
carloads  of  computers,  a  lot  of  f 
charts,  a  couple  of"  bottles  of  wine  an 
three  ideas  for  Internet-based  bus 
nesses,"  he  says.  "It  was  cold  an 
gray.  We  thought  it  was  the  right  wa 
to  get  a  feel  tor  entrepreneurial  iso 
tion  and  desolation. 11 

Two  of  the  plans  died,  and  the  thir 
became  Electric  Press  Inc.,  which  d< 
signs  and  runs  sites  on  the  Worll 
Wide  Web,  the  now  popular  graphic 
filled  part  of  the  Internet.  Mazan,  31 
Ronald  Linehan,  48,  and  Robei 
Mam,  39,  put  up  $30,000  each  f'< 
30%  shares.  Margaret  (Peg)  Dawsoij 
37,  kicked  in  S  10,000  for  10%.  T 
partners  set  up  shop  in  Reston,  V. 
just  two  months  after  the  China 
teague  powwow. 

The  venture  was  a  bit  ahead  of  i 
time.  Few  outside  the  computer  arj 
scientific  world  had  heard  of  the  Wei 
"We  made  5,000  cold  calls  in  the  fir. 
six  months  and  98%  of  them  gc 
now  here, 11  sighs  Linehan. 

Money  was  running  out.  They  ha 
sunk  $40,000  into  computers  ail 
other  equipment  and  were  spendin 
more  than  $8,000  a  month  on  renj 
an  Internet  hookup  and  advertisini 
When  the  phone  rang  at  Electn 
Press,  it  was  often  some  naif  askinj 
"Is  this  the  Internet?" 

But  the  Web  was  an  idea  w  ho: 
time  had  come,  and  Electric  Pre$ 
pioneering  paid  off.  In  October  199 
Netscape  Communications  release 
its  free  Web  browser,  making  it  sin 
pier  for  computer  neophvtes  to  na\) 
gate  the  Internet.  Web  consciousne 
suddenly  dawned.  "By  early  1995  M 
actually  started  getting  calls  from  pe» 
pie  who  said  they  wanted  to  be  on  ti 
Web,  and  we  didn't  have  to  expla 
what  the  Web  was  or  why  they  shoui 
be  on  it,"  marvels  Mazan. 

In  spite  of  all  the  hype,  these  mij 
die-aged  computer  nerds  didn't  a 
carried  away  by  glamorous  graphi 
and  futuristic  special  effects.  Th< 
identified  a  sensible  niche:  midsi 
companies  needing  technically  s 
phisticated  Web  sites,  particulai 
links  to  company  databases.  The 
Web  sites  are  not  glorified  adverbs 
ments;  most  actually  produce  rev 
nues  or  cut  sales  and  support  costs  I 
Electric  Press  clients.  Often  they  su 
ply  information  not  easily  availao 
on  paper. 
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You  don't  need  a  computer.  Or  a  calculator, 
even  a  sharp  pencil. 
This  one  you  can  figure  in  your  head. 
Because,  fact  is,  the  new  Citation  Bravo  cruises 
ter,  climbs  higher,  offers  more  passenger  comfort 
d  leading-edge  technology  than  any  other  simi- 
tly  priced  jet  or  turboprop  manufactured  today. 
'  Which  makes  the  number-crunching  all  very  simple 
;The  Bravo  flies  up  to  125  mph  faster  and  two  miles 
j'her  than  the  best-selling  turboprop.  It  has  a  range 
er  1,600  statute  miles,  carrying  six  passengers  and 
K  reserves.  It  features  rugged  trailing-link  gear  for 
ter  landings;  an  airstair  entry  for  easier  boarding; 


three  8  x  7- inch  EFIS  tubes,  including  pilot's  and 
copilot's  Primary  Flight  Displays,  plus  a  Multi-Function 
Display;  and  new-generation  Pratt  &  Whitney  53  OA 
engines  for  more  power  on  less  fuel  than  earlier  versions. 

Better  yet,  Bravo  costs  less  to  operate  and  maintain 
than  any  comparably  sized  new  turboprop  or  light  jet. 
And  Cessna  will  guarantee  that  in  writing. 

So,  add  it  up.  Then  go  with  the  numbers.  Starting 
with  those  that'll  connect  you  to  Roger  Whyte, 
Vice  President,  Worldwide  Sales, 
at  1-800-4-CESSNA. 


Citation  bravo  Cessna 

A  Textron  Comnanv 


STARTING  YOUR  OWN  RUSINESS 


"It's  nifty  to  have  interesting 
graphics  and  maybe  some  sort  of  ani- 
mation," explains  partner  Linehan. 
"But  the  Web  is  not  about  surfing  and 
color.  It's  about  doing  business." 
Linehan  finds  flashing  graphics 
annoying. 

One  Electric  Press  customer,  re- 
cruited in  1994  through  a  cold  call,  is 
Life  Technologies  Inc.,  a  Gaithers- 
burg,  Md.  supplier  of  tissue  cultures 
and  reagents.  Its  site  allows  scientists 
to  search  3,000  products  and  800 
technical  documents  and  order  cus- 
tom-made strands  of  DNA,  with  orders 
screened  on-line  to  make  sure  they're 
biologically  viable. 

Life  Technologies  recommended 
Electric  Press  to  dnastar,  Inc.,  of 
Madison,  Wis.  DNASTAR's  site  allows 
users  to  download  and  "test  drive" 
for  free  a  12-megabyte  program  for 
analyzing  DNA  sequences.  If  the  users 
like  the  sample,  they  can  get  the  soft- 
ware for  $2,000  to  $5,000. 

Electric  Press  charges  $15,000  to 
$30,000  to  set  up  such  sites  and 
$1,250  to  $2,000  a  month  to  main- 
tain them  on  a  dedicated  server.  Cli- 


ents now  include  Steelcase,  Kaiser 
Permanente,  Hearst  Magazines  and 
JetForm,  which  offers  a  w  arehouse  of 
electronic  forms  at  its  Web  site. 

A  Netscape  it  is  not.  Last  year  Elec- 
tric Press  booked  $  1 .4  million  in  sales. 
The  partners  paid  themselves  their  old 
Academy  salaries,  totaling  $355,000, 

When  the  phone  rang 
at  Electric  Press, 
it  was  often 
some  naif  asking, 
"Is  this  the  Internet?" 


and  Electric  Press  earned  $445,000 
before  taxes. 

In  1994,  in  an  attempt  to  hype 
growth,  the  partners  created  some 
simple  Web  sites  for  clients  gratis  and 
then  charged  a  $1,330  monthly 
maintenance  fee.  They  hoped  these 
small-fry  customers  would  eventual- 
ly upgrade  to  a  more  sophisticated 
service.  It  didn't  happen.  The  cus- 
tomers dropped  the  pages,  which 


were  glorified  advertisements  anc 
lacked  the  database  links  and  tech™ 
cal  information  that  entice  seriou 
customers  to  use  Electric  Press'  nion 
successful  sites. 

So  Electric  Press  went  back  to  it 
strength — building  extensive  Wei 
sites,  such  as  a  new  one  for  Ana 
Times  Publishing  with  a  searchabl 
database  of  more  than  3  million  mi 
tan'  personnel. 

The  business  is  growing  nicely:  Fa 
1996  Mazan  expects  sales  of  $3. 
million. 

Now  the  little  business  faces  am 
other  challenge:  how  to  keep  grow) 
ing  without  sacrificing  the  persona 
service  from  the  principals  that  cus 
tomers  expect  from  Electric  Press 
The  partners,  already  working  lj 
hours  a  day,  are  having  to  lean 
about  delegating. 

Mazan  doesn't  see  much  of  hi 
beloved  ketch,  Glad.  He  misses  hi 
boat,  but  not  that  nice,  comfortaq 
job  with  the  Academy.  "I  don't  mis 
the  bureaucracy,"  says  Mazan.  '4  liki 
the  connection  between  action  am 
results."  ■ 


We  Get  a  Good  Return  on  Our  Investmen 


The  Nature  Conservancy  takes  a  business 
approach  to  protecting  our  natural  world. 
Through  creative  techniques  like  debt-for- 
nature  swaps,  we  are  saving  millions  of  acres 
of  Latin  American  rainforest.  Each  day  in 
the  U.S.  we  invest  in  over  1,000  additional 
acres  of  habitat  for  rare  plants  and  animals. 


On  these  protected  acres  waterfowl  return 
from  their  migrations  to  produce  their  next 
generation.  Trout  and  salmon  return  to  un- 
polluted streams  to  spawn.  Elk  and  antelope 
return  to  calve.  Join  us,  and  make  an  invest- 
ment in  our  natural  heritage.  Future  return: 
isn't  that  what  investment  is  all  about.7 


The  sSSt 

Qonservancy 


Conservation  Through  Private  Action 
For  more  information,  call  toll-free  1-800-628-6860. 

(or  write  The  Nature  Conservancy,  Box  PSA,  1815  N.  Lynn  Street,  Arlington,  VA  22209) 


Downsizing  is  only 


RIGHT 


on  en  you  can  ao  some  thing 


POWERFUL 


with  what': 


LEFT. 


less  downsizing  is  an  integral  part  of  a  plan  for 
th,  it  usually  achieves  nothing  more  than  damaged 
jfeany  morale. 

Ip,  to  add  insult  to  injury,  research  has  shown  that  over 
npng  term,  most  companies  that  downsize  to  increase 
i  iholder  value  are  unsuccessful  in  their  quest, 
ich  is  why  Mercer  Management  Consulting  is  dedicat- 
>  helping  companies  plan  and  implement  realistic 
jjgies  for  profitable  growth.  Instead  of  merely  shrinking. 


It's  an  approach  that  not  only  generates  positive  momen- 
tum and  a  renewed  sense  of  purpose,  but  is  also  proven  to 
offer  the  highest  leverage  in  creating  shareholder  value. 
To  receive  Mercer's  commentary,  Pathways  to  Growth,  or  to 
see  the  proof,  call  Rob  Duboff,  Director,  at  (617)  674-3355. 

MERCER 

Management  Consulting 

BASED  ON  REALITY. 


CHICAGO  HONGKONG  LONDON  MADRID  MONTREAL  MUNICH   NEW  YORK   PARIS  SAN  FRANCISCO  TORONTO   WASHINGTON  D  C  ZURICH 


Management  Consulting 


EDITED  BY  NINA  MUNK 


Go  ahead,  send  your  teenager  to  have  her  teeth  wired  by  Dr.  Lazzara. 
Just  don't  buy  stock  in  his  company. 

Braces  for  the  masses 


By  Kerry  A.  Dolan  with  Amy  Feldman 

IT'S  only  9  a.m.,  but  orthodontist 
Michael  Hebert  has  already  examined 
the  mouths  of  14  teens  and  adults  at 
his  Aurora,  Colo,  office.  Over  the 
next  8V2  hours,  Hebert  will  see  anoth- 
er 1 10  patients — more  than  one  ever)' 
5  minutes.  The  following  day,  he'll 
drive  30  miles  to  his  second  office, 
where  he'll  pull  off  a  repeat  perfor- 


mance, inspecting  100-odd  sets  of 
braces  in  a  day. 

Hebert  is  under  constant  pressure 
to  see  more  patients.  He's  one  of  80 
orthodontists  affiliated  with  Ortho- 
dontic Centers  of  America,  Inc.,  a 
Ponte  Vedra  Beach,  Fla. -based  com- 
pany that  looks  after  billing,  market- 
ing and  staffing  for  its  orthodontists. 


"The  most  expensive  cost  is  an  id 
staff,"  pronounces  Bartholomew  Pal 
misano  Sr.,  Orthodontic  Cento] 
chief  financial  officer.  The  typic; 
Orthodontic  Centers  doctor  sees  7\ 
patients  a  day  versus  the  industry  avej 
age  of  42. 

And  boy,  is  this  outfit  successfu 
With  affiliated  orthodontists  like  Ho 
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We  believe  that 
most  property 
loss  can  be  pre- 
vented. But  that 
means  looking  for 
risk  in  some  un 
likely  places.  Take  veg- 
etable oil  in  plastic  bot- 
tles. Conventional  wis- 
dom has  been  that  ware- 
housing this  very  high 
flashpoint  liquid  present- 
ed no  more  of  a  hazard 
than  storing  ordinary 
combustibles.  Yet  tests 
conducted 
through  our 


ownership 
of  Factory  Mutual 
Research  revealed  that 
even  sprinkler  systems 
arranged  for  high  hazard 
commodities  could  not 
control  fires  of  this  type. 
Once  heated  by  the  fire 
in  their  cardboard  pack- 
aging, the  bottles  leaked 
and  the  preheated  veg- 
etable oil  burned  with  the 
intensity  of  a  flammable 
liquid.  And  once  the  fire 
spread   from   the  card- 


mutual  S' 


board  to  the 
liquid,  the  fire 
was  uncontrol- 
lable. Our  strat- 
egy uses  quick 
response  sprin- 
klers spaced  closer 
together  to  suppress 
the  fire  in  its  earliest 
stages.  This  solution  is 
easy  to  implement  and 
uses  the  sprinkler  piping 
and  water  supplies  nor- 
mally in  place  at  grocery 
warehouses.  Plus,  it 
doesn't  in- 
terfere with 
normal  mate- 
rials handling.  The  truth 
is,  this  is  but  one  example 
of  how  we  never  stop 
looking  at  commodities 
and  the  hazards  they 
pose.  In  fact,  for  over 
150  years,  we've  never 
stopped  asking  the 
difficult  questions  that 
lead  to  the  solutions  our 
clients  need  to  minimize 
risk.  Even  if  that  means 
looking  in  places  as  sur- 
prising as,  yes,  a  salad. 


1996  Allendale  Insurance,  P.O.  Box  7500.  Johnston,  Rhode  Island,  02919 


UP  &  COMERS 


bert  paying  fees  of  some  $200  a  day 
and  splitting  their  profits  with  head- 
quarters. Orthodontic  Centers  will 
this  year  earn  $  1 3  million  on  revenues 
of  $76  million,  up  81%  over  1995. 

Orthodontic  Centers  is  the  brain- 
child of  Gasper  Lazzara,  an  ortho 
dontist  by  training  but  a  salesman  by 
birth,  a  man  with  bushy  eyebrows  and 
an  engaging  grin.  His  idea  was  to  do 
for  teeth  braces  w  hat  Pearle  Vision 
(  enter  had  done  for  eyeglasses. 

In  1980  Lazzara  hooked  up  with 
another  orthodontist  and  two  op- 


efficient,  we  save  you,  the  consumer, 
money.  At  $2,770,  its  fees  for 
straightening  teeth  are  20%  below  the 
national  average. 

Orthodontic  Centers  spends  heavi- 
ly to  get  this  message  across.  While 
the  average  orthodontist  shells  out 
$4,000  a  year  on  advertising,  Orth- 
odontic Centers  spends  $72,000  on 
each  of  its  doctors. 

To  keep  other  expenses  low,  staff 
bonuses  are  based  on  how  successfully 
each  office  controls  inventory  and 
brings  in  new  patients.  The  ortho- 


Chief  Executive  Gasper  Lazzara 

You  can't  blame  him  for  wanting  to  cash  out. 


tometrists  associated  with  Pearle  Vi- 
sion to  open  16  dental  practices  in 
Florida  malls.  Pearle  Vision  kicked  in 
$700,000;  each  of  the  partners  con- 
tributed $75,000.  Like  a  lot  of  entre- 
preneurs, Lazzara  flopped  on  his  first 
try.  The  partnership  disbanded. 

He  tried  again.  In  1985  he  drew  on 
his  savings  and  took  out  bank  loans  to 
buy  two  offices  in  Jacksonville,  Fla. 
This  time  he  brought  in  his  longtime 
accountant,  Palmisano,  to  track  costs. 
Palmisano  set  up  a  computer  system 
to  monitor  each  office's  productivity. 

As  a  result  of  his  monitoring,  inven- 
tories shrank  and  patients  paid  more 
quickly.  Within  a  year  operating  mar- 
gins jumped  from  10%  to  30%. 

Orthodontic  Centers'  sales  pitch  is 
simple:  By  making  our  doctors  more 


dontists  perform  initial  examinations. 
Dental  technicians,  who  make  about  a 
tenth  of  what  orthodontists  earn,  take 
care  of  configuring  braces  and  chang- 
ing wires.  Then  there's  the  mandate 
to  stick  to  basics.  No  elaborate  braces 
that  go  on  the  back  of  teeth;  no 
patients  with  jaw-joint  trouble:  "We 
only  do  bread-and-butter  orthodon- 
tics," brags  Lazzara. 

Can  this  promising  little  sapling 
grow  to  the  sky?  In  the  last  16  months 
the  number  of  Orthodontic  Centers 
offices  has  more  than  doubled,  from 
75  to  160.  But  once  the  best  locations 
are  exhausted,  it  will  have  to  take  on 
more  marginal  areas.  Already  the  five 
offices  opened  in  San  Diego  last  year 
have  lagged,  as  have  three  new  offices 
in  Chicago.  Orthodontic  Centers  ex- 


pects the  San  Diego  offices  to  take  1 
to  24  months  to  become  profitabi 
compared  with  just  12  months  fi 
earlier  offices. 

Meanwhile,  Orthodontic  Center 
operating  margins  have  fallen  from 
high  of  36%  in  1993  to  29%  last  yea 
Administrative  expenses  are  up,  frdj 
10%  to  12%  of  sales.  Palmisano  insis 
that  as  new  offices  mature,  margii 
w  ill  craw  l  back  up.  Maybe. 

The  company  also  carries  on 
books  some  questionable  assets.  La, 
year  it  booked  as  an  asset  $7  million 
lent  to  orthodontists  as  startup  mm 
ey.  There  is  no  guarantee  that  th 
money  w  ill  be  repaid  1 00  cents  on  th 
dollar.  Debra  Meritz,  an  accountai 
at  the  Center  for  Financial  Researc 
&  Analysis,  which  analw.es  balarij 
sheets  for  mutual  funds,  points  ol 
that  Orthodontic  Centers  books  fee 
from  patients  before  it  actually  r< 
ceives  them.  Perfectly  legal,  but  b< 
cause  of  this  front-loading,  cash  fid 
from  operations  last  year  fell  $5  mi 
lion  short  of  reported  net  income. 

Lazzara  cheerfully  waves  aside  sue 
criticism  and  boasts  that  he  intends  t 
add  another  85  practices  this  yea 
bringing  the  total  to  245.  Not  that  h 
has  much  choice.  "Once  they  stcj 
grow  ing,  their  cash  will  start  dimifl 
ishing — and  their  net  income  will  a 
so,"  says  Meritz.  "'Then  you're  goitil 
to  see  a  really  ugly  picture." 

There  are  signs  that  Lazzara  hiti] 
self  is  less  confident  of  the  future  tha 
he  appears.  He  took  Orthodont 
('enters  public  in  1994,  selling  26%  < 
the  stock  for  $24  million.  A  year  ag 
the  company  sold  the  public  anodic 
34%  for  $82  million.  In  that  offerirJ 
Lazzara  pocketed  $24  million  befofl 
fees;  Palmisano  kept  $16  milliol 
Then  last  month  underwriter  Pruden 
tial  Securities  sold  another  12%  to  tn 
public  for  $75  million.  Every  pen! 
went  to  insiders,  with  Casper  Lazzaij 
getting  $38  million  and  chief  financj 
officer  Palmisano,  $13  million. 

-All  told,  Lazzara  has  cashed  oil 
for  S62  million.  You  can  hard) 
blame  the  principals  for  wanting  b 
cash  out:  At  367/s,  the  stock  sells  ra 
over  1 1  times  expected  revenues  am 
67  times  expected  1996  earnings^ 
and  its  margins  are  declining.  Kin 
of  makes  you  wonder  whether  tn 
sellers  of  the  stock  aren't  smarl 
than  the  buyers.  ■ 
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16.7  million  colors,  yet  it  goes  with  everything. 


Introducing  the  network 
compatible,  Color  Laser 
Beam  Printer  360PS. 

You  want  a  color  laser  printer  that 
stands  out.  But  it's  got  to  go  with  your 
network,  right?  Then  the  new  Color 
Laser  Beam  Printer  360PS  from  Canon 
is  the  perfect  match  foryour  business. 

The  Canon  C  LBP  360PS  puts  all 
1 6.7  million  colors  of  the  rainbow  within 
your  reach.  It's  plug  'n'  play,  and  con- 
nects easily  with  Macintosh;  Windows™ 
and  UNIX  operating  systems,  plus 
Ethertalk,  TCP/IP,  and  Novell®  IPX 
networking  environments.  Innovative 
Fiery  XJ  Downloaded"  and 
Spooler™  software  give  you 
unmatched  flexibility  when  Adobe  PostScript 
downloading  PostScript™  files  and  man- 
aging network  printing.  Which  means 
while  you  print,  your  computer  is  free  to 
go  on  to  the  next  job. 

And  because  Canon's  the  leader  in 
laser  technology,  you'll  see  vivid,  con- 
tinuous tone  color  at  blinding  speeds. 
With  the  built-in  Fiery™  XJE™  controller, 
the  C  LBP  360PS  prints  out 
driven  3  full-color  pages  per  minute, 
with  a  resolution  of  600  dpi.  Plus,  it 
feeds  letter-or  legal-size  paper  with  a 
capacity  of  up  to  600  sheets.  In  fact,  the 
C  LBP  360PS  makes  color  printing 
so  efficient,  it  can't  help  but  make  you 
look  good. 

So  if  you're  looking  for  a  high- 
quality,  color  laser  printer  to  go  with  your 
network,  we  have  the  system  that  is 
the  solution.  The  C  LBP  360PS  from 
Canon.  For  more  information,  just  call 
1  -800-OK-CANON.  Or  visit  us  on  the 
Web  at  http://www.usa.canon.com 


Canon 


le  started  by  making  $20  T  shirts;  now  he  sells  $600  tailored  men's  suits. 
So,  will  Mossimo  Giannulli  become  the  next  Calvin  Klein? 


A  cool  dude 
with  vision 


By  Robert  La  Franco 


Mossimo  Giannull 
"Clothing's  like 
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i  strikes  a  pose  in  one  of  his  two  shops 

sculpture — you  play  with  things,  screw  around,  tweak  until  it's  right." 


Loud,  colorful  and  loaded  \vv 
cheeky  California  attitude,  the  anil] 
Action  Sports  Retailer  trade  show 
Long  Beach,  Calif,  is  the  place 
check  out  the  latest  in  beachwea 
Sculpted  models  in  itsy-bitsy  strir 
bikinis  strut  to  booming  tunes;  scruf 
designers  check  out  next  year's  looM 

But  at  this  year's  show  in  Februa 
something  was  different.  Mossinj 
Inc.,  long  a  major  player  at  the  trai 
show,  turned  its  back  on  the  sij 
worshipers.  The  Mossimo  boo 
featured  pouty  models  wears 
gloomy  outfits  better  suited  for  tf 
streets  of  New  York  than  the  beachi 
of  California. 

The  statement  was  obvious:  Beat 
culture  now  bores  Mossimo's  chi 
executive,  32 -year-old  Mossinj 
Giannulli,  a  regular  on  the  Holl 
wood  celebrity  circuit.  "We've  ne\f 
been  a  surf  company,  and  we've  nev 
sponsored  a  volleyball  tournament 
sniffs  Giannulli. 

Setting  his  sights  much  highc 
Giannulli  wants  to  be  the  next  C 
vin  Klein.  He  has  broadened  1 
offerings  from  $20  T  shirts  to  SI 
retro  argyle  V-neck  sweaters  ai 
S700  glossy  white  leather  motorcj 
cle  jackets,  as  well  as  licensed  \e\\i 
ry,  belts  and  wallets.  Whereas  Mo 
simo  advertisements  used  to  run 
Surfer  magazine,  they  now  run  in  | 
and  Vogue. 

It  was  a  risky  move,  but  it  worke 
Last  year  Mossimo's  sales  jump 
62%,  to  S72  million.  Net  income  w 
up  75%,  to  S12  million,  or  84  cent: 
share.  Since  the  company  went  pub 
in  February  at  $18,  Mossimo's  nys 
traded  stock  has  climbed  to  a  rece 
S36.  That  gives  it  a  market  capitals 
tion  of  S540  million,  or  37  times  ti 
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Money. 


Power. 


Influence. 


Forbes  is  now  on  CompuServe  ► 


you  can  tap  into  an  enhanced,  cybersavvy  version  of  the  Capitalist  Tool  every  day.  Use 
jimous  lists  to  greater  advantage  with  online  versions  that  let  you  to  search,  sort  and 
by  your  own  criteria.  Discuss  a  wide  range  of  business  issues  in  the  Forbes  Forum  and 
tuick  access  to  current  and  back  issues  through  Forbes  Forum  library.  Plus  rely  on  many 
I  services  that  make  CompuServe  the  premier  online  provider  for  business  types  —  at 
land  play.  From  stock  quotes,  and  your  own  personal  news  clips  file  to  golf,  food  and 
I  CompuServe  offers  more  in-depth  information  on  the  subjects  that  interest  you  than 
ither  online  service.  All  for  just  $9.95  a  month.  So  if  you're  after  money,  power  and 
nee,  go  after  CompuServe  today.  For  free  software  and  10  free  hours,  call  1-800-941-0454. 

■  CompuServe  Incorporated.  New  members  only,  please.  One  membership  per  household.  If  you're  connected  to  the  Internet,  visit  us  at 
lTipuserve.com 
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Above,  one  of  Mossimo's  pretentious  ads.  Right,  two  of  the  new  droopy  suits 
Mossimo  ads  used  to  run  in  "Surfer"  magazine;  now  they  run  in  "GQ"  and  "Vogue 


year's  expected  earnings  of  96  cents 
a  share. 

Is  the  high  price  justified?  Who 
knows?  This  is  more  about  show  busi- 
ness than  about  the  clothing  business. 
Last  Mav  thousands  of  the  unw  ashed 
mobbed  a  Macy's  store  in  Fresno, 
Calif,  to  get  the  cocky  young  design- 
er's autograph.  Gossip  columns  dis- 
cuss his  dating.  Dressed  carefully  in  a 
droopy  suit  of  his  own  design,  Gian- 
nulli  tells  FORBES:  "Clothing  is  pretty 
basic,  you  know,  we're  not  talking 
rocket  science  here.'"  Sitting  in  his 
modern  Irvine,  Calif,  office,  he  adds, 
"It's  like  sculpture — you  just  sort  of 
play  with  things,  kind  of  screw 
around,  tweak  them  until  you  have 
something  that's  right." 

The  son  of  a  Los  Angeles  landscape 
architect,  Giannulli  learned  early  that 
he  had  a  knack  for  tweaking.  While  his 
teenage  friends  proudly  displayed 
their  brand-new  bicycles  and  skate- 
boards, Giannulli  rode  old  models 
w  ith  funky  springs  and  other  accesso- 
ries. At  the  University  of  Southern 
California,  his  fraternity  brothers  first 
mocked  the  flower  boxes  and  awnings 
Giannulli  put  in  his  windows,  then 
copied  his  decor. 

In  1987  he  dropped  out  of  school, 
borrowed  $100,000  from  dad  and 
started  making  T  shirts  and  neon 
volleyball  shorts.  Design  wasn't 
what  set  Giannulli  apart — market- 
ing was:  "From  day  one  I  have  posi- 
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tioned  this  thing  as  a  lifestyle  com- 
pany." He  convinced  surf  shops  to 
carry  his  wares,  and  his  trademark 
"M"  and  elaborate  scripted  signa- 
ture logos  were  hot  property  on  the 
beach.  In  his  first  year,  Giannulli 
says,  he  grossed  $  1  million  and  made 

Is  Mossimo's  high  stock 
price  justified?  Who  knows? 
This  is  more  about  show 
business  than  about  the 
clothing  business. 


enough  of  a  profit  to  pay  back  his 
father.  In  1989  sales  jumped  four- 
fold, to  $4  million. 

But  for  Giannulli  the  beach  was 
only  a  springboard.  To  make  big 
money,  he  needed  broader  appeal.  In 
1991  he  hired  an  experienced  design- 
er and  gambled  his  expanded  net 
worth  on  woven  sweaters,  knit  shirts 
and  fleece  sweatshirts. 

As  trendy  teens  clamored  for  any- 
thing Mossimo,  Giannulli  jacked  up 
prices  and  squeezed  his  suppliers  for 
better  deals.  The  result  was  extraordi- 
nary profitability:  Last  year  his  net 
profit  margin  was  16%.  Competitor 
Quicksilver  has  margins  of  just  6%. 
Even  Tommy  Hilfiger  (Forbes,  Feb. 
26)  clocks  in  at  only  13%. 

Giannulli  is  aiming  vet  higher — 


and  he's  prepared  to  take  big  risks  I 
get  there.  Last  November  he  pullet 
his  clothes  out  of  Pacific  Sunw  ear, 
publicly  traded  chain  of  185  beach 
wear  shops  that  was  one  of  his  bigges 
accounts.  Now  he  sells  only  T  shirts 
hats  and  shorts  to  surf  shops.  Fror 
just  39%  of  sales  in  1993,  departmer 
stores  and  big  specialty  shops  ha| 
come  to  account  for  60%. 

Giannulli,  his  glossy  black  ha 
slicked  back,  his  fashionable  side 
burns  neativ  trimmed,  smiles  when  h 
hears  a  customer  take  him  for 
Italian  designer.  Never  mind.  Justs 
long  as  they  remember  his  name  an 
associate  it  with  attitude. 

Giannulli  is  now  launching  a  line 
women's  casual  apparel  and  men 
tailored  suits.  In  the  works  for  199 
are  a  Mossimo  children's  line  and 
androgynous  fragrance  for  Gene! 
tion-Xers,  under  license  to  Procter  J 
Gamble.  Home  furnishings?  # 
course.  Using  some  of  the  mom 
derived  from  selling  27%  of  the  co 
pany  to  the  public  in  February  for  $ 
million,  Giannulli  has  hired  aboil' 
dozen  designers  and  executives  troi 
such  big  competitors  as  Calvin  Kiel 
and  Guess. 

Don't  expect  Mossimo  to  show 
at  next  year's  Action  Sports  Retai 
beachw  ear  show.  Too  busy  prepari 
for  New  York's  prestigious  fashl 
week — along  with  Giorgio  Anna 
Ralph  Lauren  and  Donna  Karan. 
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Client/Server  Computing: 

Shaping  Business  Information  Systems 
For  The  21st  Century 

Ten  Reasons  to  Deploy  Client/Server 
\  Systems  in  Your  Enterprise 

1 .  Provide  enhanced  customer  service. 

I.  Aesult  in  higher  profits. 

J.  Offer  competitive  advantage. 

I.  Facilitate  business  process  reengineering. 

>.  /  mprove  cash  flow. 

^ .  T  ranscend  productivity  barriers. 

1 .  A  How  access  to  information  anywhere,  anytime. 

I.  Bring  information  to  decision  makers. 

>.  L  ower  cost  of  business  operations. 

).  Enable  rapid  response  to  market  changes. 


lient/ server  computing  -  the 
computing  paradigm  of  the 
'90s  -  is  here  to  stay.  Why? 
Because  it  can  deliver  all  these 
5!s  and  more.  The  companies  that 
t  made  the  sacrifices  and  invest- 
|'i>  largely  have  been  successful  and 
«  chieving  significant  benefits  in  crit- 
3  ispects  of  their  businesses.  How? 
Bnt/server  computing  breaks  down 
6  chnology  walls  that  have  prevent- 
r  3  pervasive  and  widespread  use  of 
f(  nation  technology  to  improve  com- 
b     It  will  dramatically  change  the 
3  ve  do  business  on  a  global  basis," 
i>  lordan  Libit,  vice  president  of 
Q  sting  for  FileNet  Corporation, 
fhough  some  serious  challenges 


exist,  anyone  you  talk  to  in  the  infor- 
mation technology  industry  is  fully 
aware  that  client/ server  is  a  main- 
stream technology. 

"More  than  80%  of  new  dollars 
invested  in  information  technology  are 
targeted  for  client/ server  solutions," 
estimates  Steve  Papermaster,  chairman 
and  CEO  of  BSG  Corporation. 

There  is  no  question  that  client/ serv- 
er computing  has  come  of  age.  There 
are  many  examples  of  substantial  bene- 
fits drawn  from  real-world  success  sto- 
ries. Roger  Heinen,  senior  vice  presi- 
dent of  Microsoft's  Developer  Division, 
cites  a  Microsoft- sponsored  survey  con- 
ducted by  KPMG  Peat  Marwick. 
"Among  the  benefits  cited,  85%  of  the 


respondents  named  improved  customer 
service;  75%  reported  improved  ability 
to  communicate  customer  needs  within 
their  organizations,  and  65%  recorded 
an  increased  ability  to  anticipate  cus- 
tomer needs." 

Mark  Hurd,  vice  president  of  market- 
ing for  the  computer  systems  group  of 
NCR,  observes,  "In  the  retail  industry, 
client/ server  systems  can  look  into  any 
store  in  the  world  to  see  what  is  selling, 
check  inventory  levels  and  direct  ship- 
ments. This  enables  companies  to  cut 
cycle  times  and  significantly  reduce 
inventory  overhead." 

In  many  cases  the  benefits  are  quan- 
tifiable and  quite  impressive,  as  Harold 
Ross,  CEO  of  PowerCerv,  explains: 


"One  major  electronics  manufacturer 
reduced  the  cycle  time  from  receipt  of 
order  to  commencing  production  from 
72  hours  to  about  20  minutes." 

Furthermore,  some  client/ server 
applications  have  the  potential  to  yield 
a  quick  return  on  investment.  For 
example,  target  marketing,  which 
enables  companies  to  address  specific 
buying  patterns  of  customers,  is  a  nat- 
ural application  for  client/ server  com- 
puting. Sales  representatives  can  utilize 
a  host  of  information  sources  to  help 
their  sales  performance,  including  cost 
justifications,  presentations,  proposals 
and  so  on.  Custom  information  is 
highly  valued  and  can 
create  tremendous  competi- 
tive advantage. 
Client/ server  tech- 
nologies make  the 
compilation,  access  and 
delivery  of  custom 
information  a  reality. 


Faster  Response  to  Change 


As  Bernard  Guidon,  vice  president 
and  general  manager  of  Hewlett- 
Packard's  computer  systems  group 
points  out,  'Today,  time  is  the  critical 
competitive  differentiator  -  time-to- 
market,  and  quick  response  to  changes 
in  market  conditions.  With  client/ serv- 
er computing,  companies  can  be  more 
responsive  to  customer  needs  and  react 
more  quickly  to  competitive  moves." 

The  value  of  having  data  when  and 
where  it  is  needed  is  difficult  to  quan- 
tify. But  people  don't  realize  how  tough 
their  jobs  would  be  if  they  didn't  have 
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CEOs  Driving  the 
Transition 


Qlient/server  implementations 
give  users  more  control  over 
the  information 
systems  they  use. " 


In  many  organizations  CEOs  are 
leading  the  way.  "More  than  a  few 
CEOs  are  afraid  their  competitors  are 
using  client/ server  technologies  to  try 
to  change  the  competitive  balance," 
says  Paul  Humenanski,  chief  operations 
officer  of  Platinum  Technology. 

Gary  Bowen,  executive  vice  presi- 
dent of  worldwide  field  operations 
and  marketing  for  Bay  Networks, 
adds,  "Client/ server  environments 
have  placed  PCs  on  CEOs'  desktops, 
where  most  of  them  use  the  network 
constantly  for  e-mail  and  applications 
that  help  check  on  company  operations. 
If  there's  a  networking  problem,  CEOs 
are  now  among  the  first  to  know  it. 
That  alone  is  helping  to  change  how 
CEOs  view  investments  in  information 
technology."  CEOs,  by  and  large,  also 
understand  that  radical  new  business 
strategies  usually  depend  on  informa- 
tion technology. 


the  data  they  needed.  As  Frank 
Brandenberg,  president  of  client/ server 
systems  for  Unisys  Corporation  points 
out,  "Almost  every  company  must 
gather  and  access  information 
efficiently.  So  the  real  questions  are, 
'what  are  the  business  requirements 
relative  to  gathering  and  accessing 
information,  and  what  is  the  most  cost- 
effective  means  to  accomplish  them?' 
Today,  the  answer  always  includes 
client/ server  solutions." 

Of  course,  just  gathering  information 
isn't  enough.  Wingate  Swain,  general 
manager  of  market  development  for 
SAS  Institute,  explains:  "Decision  mak- 
ers want  to  mine  corporate  information 
to  improve  decision  making.  The 
process  can  be  compared  to  a  racing 
bike,  where  the  back  wheel,  gears  and 
peddles  are  the  operational  systems 
such  as  payroll,  inventory  and 
accounting.  As  long  as  the  chain 
doesn't  come  off,  the  business  is  moving 


But  ifs  the  front  wheel  that 
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iformation  is  accessed  and 
so  critical,  as  Terry  Daly, 
and  CEO  of  Daly  &  Wolcc 
"Client/server  implementa- 
users  more  control  over  th» 
>n  systems  they  use.  In  trac 
tional  order-entry  systems, 
for  example,  systems  led 
users  by  displaying  all  th 
application  screens,  whe 
they  were  needed  for  the 
current  activity  or  not.  Ir 
client/ server  implementa 
tions,  users  direct  the  sys 
terns.  As  a  result,  we  ha 
seen  increases  of  40%  to 
50%  in  productivity  from 
migrating  applications  to 
client/ server  environments." 


Understanding  Your  Business 

There  has  been  a  shift  in  focus  fro 
using  information  systems  to  keep  trc 
of  the  business  to  using  information 
guide  the  strategic  objectives  of  the 
business.  "Everyone  wants  to  under 
stand  the  underlying  dynamics  ofthJ 
business  -  how  their  products  are  dc 
versus  those  of  their  competitors,  wh 
the  best  customers  are,  whose  purch 
es  are  going  up,  or  down  and  why,' 
says  Jeff  Stamen,  senior  vice  preside 
of  Oracle  Corporation's  OLAP  prodi 
division.  "Client/ server  systems  prov 
the  depth  and  sophistication  require 
identify  these  trends  quickly."  This 
enables  executives  to  react  to  custon 
and  industry  dynamics  in  time. 

Pam  Lopker,  president  of  QAD, 
adds,  "Workers  want  the  ability  to 


te  NCR  Scalable  Data  Warehouse. 


Half  the  world  relies  on  our  data  warehouses. 


If  you're  serious  about  using  data  warehousing  to  gain  a 
competitive  edge,  choose  NCR.  The  company  that  IDC  says  is 
number  one  worldwide  in  data  warehousing.1 

We  have  the  technology  and  expertise 
to  help  you  transform  mountains  of  data  into 
nuggets  of  vital  customer  information  to  help 
you  make  smarter,  quicker  decisions.  With  industry- 
leading  databases  like  Teradataf  Oracle,"  Informix*  and  Sybase." 

Know-how  that,  in  the  US.,  the  three  biggest  retailers,  three  of 
the  top  five  airlines,  and  two  out  of  three  top  banks  are  already 
utilizing.  Know-how  that  has  made  us  the  world  leader  in  data 
warehousing  with  a  50%  share,  and  number  one  worldwide  in 
UNIX  medium-scale  systems  for  two  years  running: 
^  ft's  clear:  the  best  system  to  build  your  data 

jfCl^  warehouse  on  is  one  of  our  new,  highly  scalable 

\\$Wy      WorldMark  servers.  The  only  platform  that  scales 

ntiunr 


from  SMP  to  clusters,  to  MPP  allowing  businesses  to  start  their 
data  warehouse  small  and  grow  it  to  any  size. 

The  worlds  most  experienced  data  warehouse  professionals 
can  help  you  set  up  and  maintain  the  most  scalable  data 
warehouse  on  the  planet.  To  get  more  information  about 
NCR's  scalable  data  warehouse, 
call  1  800-CALL-NCR  ext.  3000.  Or 
experience  our  data  warehousing 
capabilities  firsthand  at: 
http://wwwncr.com 


©NCR 


Bark  servers  shown  feature  Intel  Pentium  Processors  The  Intel  Inside  and  Pentium  Processor  logos  are  registered  trademarks  of  Intel  Corp  International  Data  Corporation  "Workstations  and  High-Pertormance  Systems" 
I  'International Data  Corporation  The  Unix  Systems  Market  1994-1999" September,  1995  ©1996  NCR  Corporation  All  rights  reserved  Teradata  is  a  registered  trademark  and  WorldMark  is  a  trademark  of  NCR  Corp 


Imagine  Your  Company  Working  Like  This. 


mm 


Application  Phis'  is  the  integrated  enterprise  software  that  makes  all  your  systems 
work  as  one.  Smoothly,  and  toward  a  single  objective. 

Application  Plus  turns  complex  functions  into  a  simple  operation.  So  that  everyone  in 
your  organization  can  get  the  information  they  need,  when  and  how  they  need  it,  and  share 
it  with  those  who  need  to  know. 

Application  Plus  gets  to  work  quickly  managing  your  enterprise  with  proven, 
trouble-free  reliability,  no  matter  what  your  hardware,  operating  or  database  system. 

Managing  software  has  suddenly  gotten  a  lot  easier.  Now  what  more  could  you  ask? 


Daly  &  Wolcott,  Inc.,  21st  Floor,  One  Hospital  Trust  Plaza,  Providence,  RI  02903 
Telephone:  (800)  343-2414,  ext.  336,  Fax:  (401)  351-8484 

Or  visit  us  at  http://www.dalywolcott.com 
Atlanta  •  Chicago  •  Dallas  •  Los  Angeles  •  Providence 


access  information  about  inventory,  cus- 
tomers, accounts  payable  and  so  forth, 
in  a  way  that  interoperates  with  pers- 
onal productivity  applications  on  PCs 
so  they  can  more  easily  manipulate  the 
information.  The  challenge  is  how  to 
provide  new  information  in  a  form  that 
is  familiar  to  them." 
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Enterprise  Globalization 


Another  major  business  need  that 
demands  the  efficacy  of  client/ server 
solutions  is  the  need  to  support  cus- 
tomers, suppliers,  extended  workforces 
and  virtual  corporations,  worldwide. 
William  Keiper,  chairman  and  CEO  of 
Artisoft,  explains,  "Client/ server  systems 
allow  businesses  to  globalize,  innovate, 
reengineer  and  replicate 
business  processes,  as 
well  as  integrate  highly 
diverse  operations." 

To  compete  globally, 
companies  must  be  able 
to  look  at  their  businesses 
from  the  enterprise  level, 
as  Richard  Giordanella, 
president  and  CEO  of 
Datalogix,  explains: 
"Client/ server  computing  has  enabled 
manufacturing  companies  to  optimize 
the  overall  capacity  of  the  enterprise, 
not  just  individual  plants.  Before  client/ 
server,  there  was  an  information  lag, 
but  now  corporations  can  instantly  look 
at  any  information  -  from  anywhere  in 
the  world.  This  enables  companies  to 
cut  better  deals  with  suppliers  and  man- 
age inventory  more  efficiently.  Even 
small  inventory  reductions  can  result  in 
payback  of  client/ server  investments  in 
less  than  one  year." 

Client/ server  technologies  can  also 
help  streamline  workflows  among  func- 
tional areas.  Systems  can  be  designed 
to  be  more  efficient  and  all-encompass- 
ing. "Before  client/server  computing, 
companies  used  information  systems  to 
automate  redundant  tasks,"  says 
Charles  Giancarlo,  vice  president  of 
business  development  for  Cisco 


Systems.  "With  client/ server  technolo- 
gies we  can  do  much  more  than  merely 
automate.  We  can  access  information 
from  anywhere  and  exchange  informa- 
tion with  anyone  we  want.  This  makes 
for  a  more  efficient  and  empowered 
workforce."  In  fact,  says  Hugh  Ryan, 
partner  at  Andersen  Consulting,  "Most 
decisions  to  use  client/ server  are  based 
on  a  reevaluation  and  new  understand- 
ing of  how  people  work  together  and 
how  work  flows." 

^   New  Ways  of  Doing  Business  ^ 

"Companies  are  also  using 
client/ server  computing  to  enhance  the 
deployment  of  a  new  style  of  applica- 
tions targeted  at  revenue  growth,  sales 


"jn  the  retail  industry, 
client/server  systems  can  look  into 
any  store  in  the  world  to  see  what 
is  selling,  check  inventory  levels, 
and  direct  shipments. " 


force  automation,  target  marketing  and 
so  forth.  The  biggest  payoff  is  from 
applications  that  enable  new  ways  of 
doing  business,"  says  Dale  Kutnick, 
president  and  research  director  of 
META  Group.  Many  times,  companies 
must  reengineer  their  business  processes 
to  take  advantage  of  new  opportunities. 
Today,  only  client/server  computing  can 
support  these  new  processes.  George 
Piatt,  president  and  CEO  of  Intecom, 
provides  a  good  example.  "We  chose 
client/server  technology  because  we 
wanted  to  integrate  our  business  sys- 
tems and  revamp  the  entire  order 
process.  We  tied  order  entry  directly  to 
pulling  parts,  manufacturing,  order  pro- 
cessing and  invoicing.  With  the  new 
system,  we  can  better  track  and  ana- 
lyze our  business.  In  addition,  we  need 
20%  fewer  people  in  order  entry,  and 
30%  fewer  indirect  people  in  manufac- 


turing. At  the  same  time  our  volum 
have  increased  25%  to  30%." 

The  bottom  line  is  that  client/ serv 
technologies  allow  companies  to  mo 
naturally  construct  systems  that  refl 
optimized  business  processes. 
"Companies  are  not  deploying 
client/server  applications  to  reduce 
costs,  but  rather  for  business  reason 
Applications  supporting  business 
process  reengineering  can  be  depl 
much  faster  and  can  be  more  easily 
modified  to  keep  up  with  changes, 
says  Ken  Dec,  vice  president  and 
research  director  at  Gartner  Group 
Casey  Powell,  chairman  and  CEC 
Sequent  Computers,  points  out,  "Pec 
are  building  business  strategies  aroi 
the  capabilities  of  client/ server  com| 

  ing.  It  really  has  become 

part  of  the  strategic  plann 
process."  Taking  it  a  step 
ther,  Joe  Alsop,  president 
Progress  Software,  adds 
"Clearly,  the  next  step  is 
ing  beyond  the  enterprise 
the  Internet,  to  distribute 
applications  and  informat 
to  customers  and  supplier 
This  will  introduce  new  ch 
lenges  in  network  security  and  perfc 
mance,  but  the  potential  benefits  in 
savings  and  increased  customer  sa 
faction  are  tremendous." 


c 


Challenges 


However,  the  benefits  of  client/ se 
systems  come  at  a  price.  The  comp 
infrastructure  requirements  are  actu 
increasing  the  cost  of  managing 
client/ server  environments.  There 
also  many  organizational  and  cultu 
issues  to  deal  with;  changing  busine 
processes  create  organizational 
upheaval.  "You  must  be  able  to  de 
with  distributed  decision  making 
processes,  and  when  systems  cross 
ditional  functional  boundaries,  then 
often  confusion  because  people  are 
looking  at  the  same  information  fro 
different  perspectives,"  says  Bob 


A  FEW  FOLKS  WHO 
FEEL  THE  EXTRA  TIME 
WAS  WORTH  IT. 

PeopleSoft  customers: 
Airborne  Express 
-  W^-v,      Alcoa  ol  Australia  Ltd. 
Bell  +  Howell 

The  Black  &  Decker  Company 
The  Dow  Chemical  Company 
Eli  Lilly  and  Company 
Eveready  Battery  Company 
Gerber  Products  Company 
The  Gillette  Company 


TO  MAKE  SOFTWARE 

MORE  FLEXIBLE, 

DUR  DEVELOPERS  PUT  IN  A  LOT  OF 

EXTRA  TIME  AT  THE  OFFICE* 

Dana  Quitslund  believed  working  in  a  conventional  office  made  him  think 
pnventionally.  He  felt  a  change  of  scenery  would  give  him  a  fresh  perspective. 
Lnd  it  did.  Dana  and  his  team  designed  a  suite  of  remarkable  visual  tools  that 
nables  you  to  easily  access  and  change  enterprise-wide  business  information.  They 
relp  you  manipulate  complex  organizational,  accounting,  and  security  structures, 
lnd  with  these  unique  tools,  you  can  now  consolidate,  model,  analyze,  or 
^organize —  online,  in  a  matter  of  minutes. 

These  tools  are  just  one  example  of  how  software  from  PeopleSoft  gives  you 
^paralleled  flexibility  to  manage  your  business  — and  to  manage  change.  Flexibility, 
fs  a  word  you  hear  a  lot  around  PeopleSoft.  After  all,  it  was  our 
'jexible  corporate  environment  that  allowed  Dana  to  set  up  shop 
'here  he  felt  most  inspired  in  the  first  place. 

If  flexibility  is  what  you're  looking  for  in  client/server 
isiness  solutions,  give  us  a  call  at  800-947-7753.  Or  e-mail  us 
|  info@peoplesoft.com. 


John  Hancock  Financial 
Services 

Lockheed  Martin  Technical 
Operations 

McCaw  Cellular 
Communications 

Monsanto  Company 

Nestle  USA 

Northwestern  University 
Owens-Corning 
Shell  Oil  Company 
and  hundreds  more. 

We  listen. 
We  hustle. 
We  deliver. 

You'll  see. 


&95  PeopleSoft,  Inc.  PeopleSoft  is  a  registered  trademark  and  the  PeopleSoft  logo  is  a  trademark  of  PeopleSoft,  Inc. 

1.1  Quitslund  lives  and  works  on  Rainbridge  Island,  Washington.  His  office  was  designed  hy  Wind  and  Tides,  Ltd.,  a  wholly  owned  subsidiary  of  Mother  Nature,  Inc. 


|terprise  client/server  solutions  for  finance,  materials  management,  distribution,  manufacturing,  and  human  resources. 


Epstein,  executive  vice  president  of 
Sybase.  Dave  Duffield,  president  and 
CEO  of  Peoplesoft,  emphasizes  that, 
'The  biggest  challenges  in  moving  to 
client/server  technology  are  organiza- 
tional and  cultural  ones.  When  you  try 
to  implement  global  solutions,  you  find 
that  cultural  differences  make  it  impossi- 
ble to  provide  the  same  solution  for 
everyone."  Michael  King,  president 
and  CEO  of  Software  AG,  adds,  "We 
need  to  better  understand  the  ability  of 
people  to  absorb  new  technology  and 
change  accordingly." 

"Some  people  think  client/ server 
technology  is  the  answer  to  all  prob- 
lems, and  approach  it  with 
unreasonable  expecta- 
tions," says  Judith  Hurwitz, 
president  of  Hurwitz 
Consulting  Group.  "They 
considerably  underestimate 
what  it  takes  to  implement 
client/server  applications. 
Of  course,  there  are  bene- 
fits at  the  end  of  the  road, 
but  you  must  plan  and  exe- 
cute carefully,  and  have  clear  leader- 
ship to  succeed." 

Another  area  often  overlooked  is 
training,  as  Terry  Daly  of  Daly  & 
Wolcott  points  out.  "Training  is  critical 
because  customers  buy  business  solu- 
tions and  don't  realize  any  return  until 
they  are  up  and  working.  In  order  to 
achieve  the  benefits,  you  must  ask  your- 
self how  you  are  going  to  transfer 
necessary  skills  and  customize  training 
to  corporate  policies." 

Since  client/ server  computing 
enables  access  to  information  from  any- 
where, users  of  client/server  systems 
are  spread  in  some  cases  over  hun- 
dreds of  locations.  The  cost  of  support- 
ing these  kinds  of  highly  distributed 
environments  is  the  largest  single  invest- 
ment in  client/ server  implementations. 
Although  it  will  take  at  least  three  years 
before  a  totally  automated  solution  is 
available,  there  are  some  products  that 
can  help  reduce  the  cost.  As  Dr. 
Franklin  Moss,  president  and  CEO  of 


Tivoli  Systems,  explains,  "Management 
of  servers  in  hundreds  of  locations  can 
run  into  millions  of  dollars  per  year. 
Using  automated  tools  that  enable  you 
to  employ  only  a  few  administrators  at 
a  central  site  can  produce  astonishing 
cost  savings." 

Gary  Lemke,  vice  president  of  mar- 
keting for  Software  Artistry,  says, 
"Automated  help  desk  tools  can  dramat- 
ically reduce  the  time  to  resolve  prob- 
lems. One  company  that  implemented 
these  tools  cut  support  call  time  from  ten 
minutes  to  less  than  three  minutes." 

Essentially,  however,  the  investments 
for  client/ server  implementations  are 


petitive  advantage  through  the  use  of 
client/ server  systems.  In  addition,  ther 
are  cost  savings  that,  in  the  long  term 
come  from  more  effective  processes, 
empowered  workforces,  quicker  deci- 
sions and  shorter  cycle  times.  Many 
companies  recoup  their  investments  in 
12  to  18  months. 
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Recommendations 


"The  biggest  challenges  in 
moving  to  client/server 
technology  are  organizational 
and  cultural  ones. " 


significant,  so  we  shouldn't  always 
expect  a  short-term  return.  Pam  Lopker, 
president  of  QAD,  elaborates:  "Some 
companies  have  found  it  hard  to  justify 
investments  in  client/ server  technolo- 
gies. People  thought  putting  PCs  on 
desktops  would  eventually  replace 
mainframes,  and  therefore  be  cheaper, 
but  the  infrastructure  and  support  of  all 
the  PCs  is  actually  more  costly.  While 
the  infrastructure  costs  for  client/server 
are  higher  than  costs  for  mainframe 
systems,  most  companies  find  the  busi- 
ness benefits  of  open  data  sharing  pro- 
vided by  client/server  environments  far 
outweigh  the  cost  of  the  investment." 


Justification  of  Investments 


However  you  look  at  it,  most  vendors 
and  users  agree  that  the  benefits  of 
well-planned,  well-managed 
client/server  implementations  are  worth 
the  investments.  There  is  no  doubt  that 
many  companies  have  achieved  corn- 


It  is  essential  to  draw  from  the  expe 
rience  of  others,  and  to  seek  out,  deve 
op  and  utilize  in-house  and  outsourcei 
expertise,  not  only  to  guarantee  succe 
but  also  to  minimize  risk  and  avoid  cc 
ly  failures.  Martin  Clague 
general  manager  of  the 
worldwide  client/ server  ui 
of  IBM  Corporation,  emp 
sizes,  "We've  gained  a  lol 
of  valuable  experience  art 
have  learned  some  very 
important  lessons.  First,  y, 
need  cross-functional  team 
from  many  areas  of  the 
company  to  understand  a 
develop  different  perspectives  on  cus 
tomer  satisfaction  and  other  key  mea 
surements.  The  team  should  be  led  b 
the  executive  who  has  the  most  to  ga 
from  the  success  of  the  project.  Teams 
9  to  1  2  people  are  ideal.  Larger  teai 
generally  don't  work.  The  team  shou 
also  include  someone  from  the  auditi 
function,  because  when  you  change 
processes,  new  audits  have  to 
be  created." 

Al  Zollar,  Tivoli  senior  vice  presidt 
adds,  "CEOs  don't  appreciate  makin 
substantial  investments  in  informatior 
technology,  only  to  learn  that  hidden 
costs  will  require  unanticipated 
expenditures." 


^Client/Server  Computing:  Shaping  Business 
Information  Systems  for  the  21st  Century  wi 
written  by  Ken  Mewes  and  Ken  Sobel-Feldr 
founders  of  Sage  Associates. 

This  special  section  was  produced  by 
Ken  Smalheiser,  president  and  editor-in-chii 
World  Communication  Works  Inc. 
Design  by  Charles  Barrett 


TWO  IMAGES  RECOGNIZED 
THROUGHOUT  THE  WORLD  AS 
MANUFACTURING  WONDERS 


QAD 


QAD  is  a  leading  developer  and  global  supplier  of  integrated  business  software  and 
services  for  the  manufacturing  industry.  QAD's  time-to-benefit  methodology 
makes  its  MFG/PRO  software  fast  to  implement  and  easy  to  use  and  maintain. With 
implementations  in  more  than  65  countries,  and  software  available  in  23  languages 
concurrently,  QAD  gives  you  the  tools  necessary  to  gain  a  distinct  competitive  advantage. 

And  as  for  the  Egyptian  pyramids...  there  is  no  simple  explanation. 


QAD  Global  Marketing,  6450  Via  Real,  Carpinteria,  California  USA  93013 
Telephone  +1  805  565  9404  http://www.qad.com 
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Game  boy 

Software  publisher  and  distribu- 
tion powerhouse  Acclaim  Entertain- 
ment just  agreed  to  distribute  the  PC 
and  video  games  of  New  York's 
Take-Two  Interactive.  What  does 
the  $567  million  (sales)  Glen  Cove, 
N.Y.-based  industry  leader  see  in  the 
tiny  $16  million  (estimated  1996 
sales)  multimedia  firm?  Hit  poten- 
tial— a  rare  commodity  as  too  many 
titles  chase  too  little  shelf  space. 

Acclaim,  which  is  very  finicky 
about  the  outsiders  it  takes  on,  is 
betting  on  Take-Two's  24-year-old 
founder,  up-and-comer  Ryan  Brant. 
The  son  of  polo-playing  newsprint 
heir  Peter  Brant,  Ryan  was  impa- 
tient for  success  early  on  and 
worked  part-time  at  his  father's 
publishing  ventures  while  getting  a 
1992  B.S.  from  Wharton.  Despite  a 
privileged  upbringing  and  a  cushy 
job  with  dad,  Brant  was  itching  for 
independence.  "I  wanted  to  get 
into  a  business  where  I  could  raise 
capital  as  a  younger  guy,"  he  says. 
"In  technology  people  expect  you 
to  be  a  younger  person." 

Brant  raised  $1.5  million  from 
family  and  other  private  investors  to 
launch  Take-Two  in  1993.  Using 


eye-popping  graphics  in  the  space 
combat  game  Star  Crusader  and 
flashy  Hollywood  talent  in  the  inter- 
active adventure  Hell — featuring 
famous  faces  like  Dennis  Hopper, 
Grace  Jones  and  dad's  second  wife, 
Victoria's  Secret  model  Stephanie 
Seymoun — helped  Brant  sell  more 
than  300,000  units.  Now,  Acclaim 
has  high  hopes  for  Brant's  latest 
effort,  Ripper,  a  graphic  thriller  star- 
ring Christopher  Walken.  It's 
already  moving  briskly  through 
Acclaim's  10,000-store  distribution 
channel. 

"I  want  to  create  the  best  possi- 
ble software,"  says  Brant,  "and 
make  as  much  money  as  possible." 
From  his  mouth  to  Acclaim's  ears. 


Ryan  Brant,  founder  of 
Take-Two  Interactive 
His  eye-popping  graph- 
ics and  flashy 
Hollywood  talent  have 
attracted  industry 
powerhouse  Acclaim 
Entertainment. 
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Catherine  Taylor  of  Cole-Haan 

No  big-name  designer  linkups  for  her. 


Alone  by  design 

Licensing  deals  are  hot  in  the  $/ 
billion  branded  fashion  footwear 
business  these  days.  Nine  West 
just  signed  Calvin  Klein;  Stride 
Rite  snagged  Tommy  Hilfiger; 
Reebok  snapped  up  Polo  Ralph 
Lauren. 

None  of  that  for  Nike's  $225 
million  (sales)  Cole-Haan  unit, 
which  prefers  to  go  it  alone — for 
now.  "Anything  that  would  take 
away  the  focus  on  our  brand  and 
build  someone  else's  doesn't  make  I 
sense,"  says  Catherine  Taylor,  Colej 
Haan's  president. 

Taylor,  41,  is  the  driving  force 
behind  the  Yarmouth,  Me. -based 
unit's  focused  strategy — and  its 
drive  to  broaden  the  brand  beyond  I 
work  pumps,  flats  and  sandals,  to 
new  lines  of  handbags,  wallets  and 
other  accessories.  Sales  this  year  are] 
expected  to  grow  at  least  10%.  A 
college  dropout  and  former  stock 
clerk  at  Florsheim,  she  joined  Cole- 
Haan  in  1982  to  start  a  retail  divi- 
sion that  now  has  42  stores  with 
almost  $70  million  in  sales. 

Next:  a  line  of  men's  casual  sho«| 
and  a  new  $7  million  print-only  ac| 
campaign.  Taylor  also  hasn't  com- 
pletely ruled  out  licensing.  Nike, 
which  acquired  Cole-Haan  in 
1988,  is  clearly  impressed  with 
Taylor's  performance.  Along  with 
her  Cole-Haan  duties,  she  spent 
two  years  developing  Nike's  retail 
strategy,  which  led  to  the  Niketow-I 
superstore. 
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Responsive  Solutions'-1 

Its  More  Than  Knowing  The  Language. 
Its  Interpreting  The  Market. 


International  banking. Trade  finance. Worldwide 
banking  transactions.  State-of-the-art  technology. 
At  First  Union  International  Banking  Division,  nothing 
is  foreign  to  us. 

Our  strengths  lie  in  the  fact  that  each  client — 
nd  every  detail — receives  our  fullest  attention.  We 
work  hard  to  develop  innovative,  responsive  solutions 
for  our  clients,  utilizing  a  full  array  of  international 
banking  products  and  resources. 


If  you're  searching  for  a  banking  partner  who 
can  act  as  a  financial  interpreter  through  the  world's 
markets,  consider  First  Union. We'd  like  the 
opportunity  to  show  you  why. 


Capital  Markets  Group 


Subsidiary,  representative,  affiliate  or  liaison  offices  in  Atlanta,  Bangkok,  Bombay,  Charlotte,  Ho  Chi  Minh  City,  Hong  Kong, 
Jakarta,  Johannesburg,  Kuala  Lumpur,  Los  Angeles,  Manila,  Miami  and  Washington,  D.C.  ©  1 996  First  Union  Corporation 
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iat  a  dumb  business.  Why  would  a  successful 
Wall  Streeter  want  to  monkey  around  with  such 
a  low-tech  product  as  wax  candles? 

Razor  blades 
that  burn 


By  Lisa  Gubernick 

Forbes  last  checked  in  with  Robert 
Goergen  nearly  20  years  ago.  After 
stints  at  Procter  &  Gamble,  McCann- 
Erickson  and  McKinsey  &  Co.,  he 
was  running  Donaldson,  Lufkin  is: 
Jenrette's  Sprout  group  of  funds,  ven- 
ture capital  funds. 


Then  Goergen  discovered  candles. 
Most  people  don't  think  very  much 
about  candles.  The  candle  business 
was  mostly  a  hodgepodge  of  hippie 
artisans  eking  out  a  subsistence  living 
from  hot  wax,  small-scale  candle- 
makers    servicing    restaurants  and 


Bob  Goergen,  Blyth  Industries' chief  executive 

"Candles  are  not  a  demand  product— you  have  to  push  them.' 


churches,  and  forgotten  corporal 
subsidiaries  selling  dining  roor 
tapers.  Who  cared  about  candles 
How  old-fashioned  can  you  get? 

Which  is  how  great  ideas  are  boa 
by  seeing  opportunities  w  here  othd 
see  only  .  .  .  candles.  Bob  Goerge 
left  Dl  I  in  1978  to  run  Valley  Candle 
a  Brooklyn,  N.Y.  outfit  w  ith  sales  c 
only  S3  million  a  year,  mainly  t 
churches  and  stores  specializing  i 
religious  goods.  Goergen  and  thre 
partners  anted  up  $25,000  apiece  t 
buy  it  from  the  founder's  kids. 

That  company,  now  called  Blyth  Ir 
dustries,  based  in  Greenwich,  Conn 
earned  S24  million  in  the  fiscal  yet 
ended  Jan.  31  on  sales  of  S331  mi 
lion — up  a  blistering  500%  in  the  lasts! 
years.  Blvth  now  controls  about  25%  ( 
the  candle  market,  making  it  by  far  th 
leading  force  in  the  industry. 

Precisely  because  nobody  needc 
candles,  Goergen  figured  peopl 
would  want  them.  The  tricl 
make  them  consumer  item 
rather  than  just  religious  ai 
tifacts.  He  added  new  proc 
ucts  such  as  citronella  car 
dies,  made  from  a  fragrar 
Asian  grass  whose  sine 
w  ards  off  bugs.  Most  citn 
nella  candles  were  cheap! 
sold  in  little  glass  holder 
Goergen  put  them  in  paii 
and  ceramic  pots  painted  tj 
match  the  customers"  deed 
Goergen  moved  candid 
well  beyond  the  dinin 
room.  There  are  now  musk 
spice  scents  for  the  batlj 
room  and  saccharine  flora) 
for  the  bedroom.  As  yd 
wander  through  the  candi 
department  in  your  loc 
Wal-Mart,  blame  Goerge 
for  the  medley  of  sceni 
wafting  down  the  cand 
aisle.  "Fragranced  candli 
are  now  our  fastest- growirl 
products,"  he  says. 

These  candles  aren 
much  more  expensive  t 
produce,  and  they  create  a 
entirely  new  line  ofprodud 
for  Blyth  to  sell .  "This  is  no! 
demand  product — you  haj 
to  push  it,"  says  Goerge: 
57.  "Not  complicated  stul 
but  it  makes  a  difference." 
By   1982   he'd  pusjj 
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The  way  that  guy  saw  into 

our  future,  he  ought  to  do  horoscopes 

on  the  side.  When  the  Wallingfords  spoke  with  Allstate 
Agent  Jim  Parolin,  he  suggested  they  could 
save  on  their  homeowners  insurance  by 
adding  smoke  detectors,  a  fire  extinguisher 
and  deadbolt  locks.  Three  weeks  later,  while 
Louise  was  pulling  an  apple  pie  from  the  oven,  she 
heard  her  husband  scream.  He  was  working  on  his  car  in  the 
garage  when  the  engine  caught  fire.  Louise  rushed  in  with 
the  new  fire  extinguisher,  her  husband  put  the  fire  out,  and 
the  car  and  house  were  safe.  For  the  Wallingfords 

Being  in  good  hands  is  the  only  place  to  be. 

Allstate  Agent  Jim  Parolin  of  Merrimack,  NH,  predicts  the  next  time  Louise  bakes 
one  of  her  famous  apple  pies,  he'll  just  happen  to  be  in  the  neighborhood. 


sales  up  to  S26  million,  with  gross 
margins  around  22%.  Having  learned 
how  to  market  the  things,  it  was  time 
to  consolidate  the  candle  business 
into  fewer  hands.  Goergen  bought  six 
other  companies  in  a  dozen  years.  The 
volume  gave  Goergen  clout  at  retail, 
and  allowed  him  to  segment  the  mar- 
ket even  more. 

Today  Goergen's  Colonial  Candle 
of  Cape  Cod  brand  offers  a  12-inch 
rose  and  briar  wedding  candle  for  $  1 8 
at  stores  like  Nordstrom  and  Bloom- 
ingdale's,  his  Carolina  Designs  brand 
includes  scented  10-inch  tapers  for 
$3.50  a  pair,  while  his  Old  Harbor 
peddles  workaday  candles  in  Wal- 
Mart  and  Mervyn's  for  under  a  buck. 

Each  brand  has  its  own  sales 
force — another  page  from  Marketing 
101.  "We're  the  only  candle  company 
with  a  brand  management  system/1 
says  Goergen.  And  much  appreciated 
by  the  stores.  "They  give  us  comput- 
erized plans  for  how  to  merchandise; 
no  other  candle  manufacturers  have 
done  that,11  says  Ardis  McDonnell, 
senior  candle  buyer  for  Mervyn's,  one 
of  Blyth's  biggest  customers. 

Perhaps  Goergen's  most  promising 
innovation  is  Party  Lite  Gifts,  a  direct 
seller  of  candleholders  and  other  acces- 
sories— and  candles — he  got  with  his 
1990  purchase  of  Colonial  Candle. 
The  business  works  like  the  classic  Tup- 
perware  party,  pushing  hokey  items  like 
candleholders  in  the  shape  of  a  palomi- 
no carousel  horse  ($28.95). 

That's  a  nice  business  right  there, 
but,  better  still,  the  10-inch  French 
blue  classics  to  fill  the  holder  run 
SI  1.25  for  six.  When  buyers  burn 
through  the  PartyLite  package,  they 
are  directed  to  their  store  for  refills 
from  Goergen's  pricey  Colonial 
brand — "The  best  candles  in  the 
world!"  gush  PartyLite  saleswomen. 

"We  are  in  the  razor  business," 
Goergen  says,  "except  our  razor 
blades  burn.11  Blyth  went  public  at 
SI 6. 50  a  share  two  years  ago.  The 
stock,  which  has  since  split  2-for-l 
and  recently  traded  at  38,  gives  the 
original  buyers  a  360%  gain.  Goer- 
gen's one-third  remaining  stake  is 
worth  some  $380  million.  "Bob  con- 
solidated an  industry  that  was  in  need 
of  consolidation,"  says  an  old  dlj 
buddy,  Dean  Fenton.  "That  doesn't 
require  a  Ph.D.,  it  requires  common 
sense  applied  in  a  diligent  way."  WW 


Reebok  is  trying  to  pump  some  life  into  its  stodgy 
old  Rockport  brand  of  walking  shoes. 

Walking 
wounded 


By  Caroline  Waxier 


Rockport  President  Angel  Martinez 
Can  he  make  walking  fashionable? 


Inthehypkr  PHPrv  1980s,  when  peo- 
ple called  jumping  up  and  down  a 
sport,  Angel  Martinez  was  something 
of  a  marketing  god  at  Reebok.  Marti- 
nez launched  the  aerobic  shoe  craze 
that  put  Reebok  on  the  map. 

Today,  at  41,  Martinez's  feet  are 
killing  him.  "I  was  a  runner  for  15 
years,  and  I  have  the  feet  of  an  80- 
year-old,"  he  allows.  So,  too,  do  the 
millions  of  footsore  baby  boomers 
Martinez  shod. 

For  his  sins,  Martinez  now  finds 
himself  president  of  Rockport,  the 
underperforming  Reebok  subsidiary 
that  makes  comfortable  walking 
shoes.  Martinez  is  finding  them  a 
hard  sell. 

Rockport  sold  $368  million  worth 


of  shoes  last  year,  but  the  average  a£ 
of  the  Rockport  customer  now 
around  55,  which  means  that  its  use 
will  soon  start  dying  off.  Martina 
wants  to  corral  buyers  when  they  h 
25  and  bring  the  average  age  down  t 
around  40.  But  for  now  Rockport 
still  best  known  for  its  klutzy  wra 
Pro  Walker  7100  model,  standard  i 
sue  for  grandparents  doing  slo 
laps  around  the  Boca  Raton  commu 
nity  mall. 

To  attract  younger  buyers,  Rod 
port  now  markets  its  own  version  < 
the  classic  suede  buck  at  S90,  and  i 
Northern  Crossings  line  of  dre: 
shoes,  priced  from  $150  to  S225, 
designed  to  compete  with  tonier  shcj 
brands  like  Bally. 

With  its  shoe  styles  freshened  u 
Rockport  was  ready  to  launch  a  man 
moth  new  ad  campaign — S44  millk 
for  last  year  and  this  year.  It  features 
variety  of  Rockport  owners,  from 
Soho  gallery  owner  to  San  Francisc 
dog  walkers,  singing  the  praises 
their  shoes. 

The  models,  taken  from  real  lif 
are  meant  to  be  funky,  but  they're  st 
grown-ups.  "I  want  people  to  pe 
ceive  the  shoes  as  stylish,  withp 
making  them  trend}',"  says  Martine 
"We're  not  on  the  cutting  edge.  I 
too  fast  up  there,  too  many  bugs 
vour  teeth." 

•  But  past  attempts  to  aim  its  adv< 
rising  at  a  hipper  audience  have  m 
fired  badly.  So  Martinez  is  on  t 
spot:  If  he  can  get  as  many  customt 
walking  as  he  got  aerobic  dancin 
he's  a  virtual  shoo-in  to  succeed  Pa 
Fireman  as  chief  executive  of  S3 
billion  Reebok,  which  is  having  m 
keting  troubles  of  its  own  at  t 
moment. 
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Forbes  Stock  Market  Course 

A  1 0-Day  No-Risk  Trial 


Anyone  could  have  made  a  killing  in  the  stock 
market  on  the  strength  of  its  recent  perfor- 
nance.  Perhaps  we  exaggerate,  but  we  bet  that 
nany  investors  who  had  read  FORBES  Stock 
Vlarket  Course  did.  It  gave  them  just  the  edge  they 
leeded.  How?  Just  read  on. 

lb  begin,  the  course  frankly  confronts  the  risk 
actors  in  stock  market  investing.  It  guides  you 
owards  your  own  "comfort  level,"  balancing  risk  and 
eward.  But  that's  about  as  philosophical  as  the 
:ourse  gets.  It's  mainly  focused  on  matters  such  as 
iow  to  buy  stocks  at  the  best  price... how  to  identify 
orces  that  propel  stocks  upwards... how  to  measure 
he  strength  of  a  bull  market... how  to  spot  warnings 
>f  a  downturn. .  .how  to  chart  past  performance  to 
iroject  the  future... how  to  detect  a  turnaround. 

f  the  lure  of  doubling  or  tripling  your  money  in  a 
natter  of  months  attracts  you  and  you  can  stomach 
he  risk,  look  up  the  section  on  options.  You 

"an  even  find  out  how  to  make  money  in  a  down 
larket.  The  Course  devotes  an  entire  section  to  bear- 

>iarket  investing. 

ibu  can  enjoy  the  Course  as  a  straight  "read  through" 
|jjT  refer  to  individual  sections  as  you  need  them. 


It  comes  in  a  handsome,  sturdy  binder  with  tabbed 
pages  marking  each  of  its  16  sections.  The  text  is 
generously  spaced  with  a  blank  page  facing  each 
page  of  text  for  making  notes. 

Partial  List  Of  Contents 

How  to  choose  a  broker  •  Broker  commissions  •  How 
to  place  an  order  •  Sources  of  information  •  Market 
patterns  (how  to  chart  stock  market  movements) 

•  Dollar-cost  averaging  •  Buying  on  margin  •  How  to 
read  the  tape  •  The  Dow  Theory  •  Indexes:  the  Dow, 
the  Russell  2000,  the  Wilshire  5000  •  Bonds  and 
preferred  stocks  •  Derivatives  including  options 

•  How  to  read  a  company's  financial  statement  • 
Mutual  Funds 

Order  Now 

At  a  local  college,  a  course  on  investing  could  run 
you  $400  or  more.  FORBES  Stock  Market  Course 
is  $89.50.  You  can  work  with  it  at  home  and  it 
will  always  be  within  easy  reach  for  reference. 
The  recently  revised  and  updated  text  captures  the 
latest  findings  in  profitable  investing.  Order  now. 
Satisfaction  is  guaranteed  or  your  money  back. 


pecial  Bonus 


80  Year  Wall  Chart  of 
mess  and  Security  Trends 


iry  of  Investment  Terms 


Forbes  Stock  Market  Course    Order  Form  and  Guarantee 


Send  me  FORBES  Stock  Market  Course  with  the  FORBES  80-year  Wall  Chart  of  Business  and  Security  Trends  and  The 
Glossary  of  Investment  Terms  as  a  bonus.  My  payment  of  $89.50  (or  credit  card  details)  is  enclosed.  If  not 
satisfied,  I  may  return  the  Course  within  10  days  and  receive  a  full  refund  or  credit.  The  Glossary  and  Chart  will  be  mine  to  keep. 
Name  p|ease  P,inl 

Address 


City 


State 


Zip 


For  Faster  Service  Call  1-800-888-4525  ext  622 

CM 

□  Check  for  $89.50  enclosed*  g 

□  Charge  my  credit  card        □  AmEx       □  Mastercard        □  Visa  □  Diners  Club  S 

"  Buyers  in  New  York  City  add  8  1/4%  sales  tax-other  NY,  CA,  It.  as  required  by  law 
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Number 


Exp.  Date 


FORBES,  INC.,  60  Fifth  Avenue,  New  York  NY  10011 
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Bad  news  for  burglars:  Personal  computers 

can  be  turned  into  alarm  systems. 

Bad  news  for  home  security  companies,  too. 

Digital  watchdog 


By  Jeffrey  S.  Young 

The  burglar  alarm  industry  is  a  $7 
billion  business  led  by  adt,  the  Secu- 
rity Link  division  of  Ameritech,  and 
Pittston's  Brink's  Home  Security  di- 
vision. It's  in  for  an  upheaval.  It's 
going  to  be  invaded  by  the  P(  . 

The  burglar  alarm  companies  wire 
up  your  home  with  door  and  window 
sensors  and  motion  detectors.  In  re- 
turn for  a  monthly  fee,  they  monitor 
the  system.  When  a  sensor  is  tripped, 
the  alarm  company  may  call  you  to  see 
if  you're  home,  dispatch  one  of  its 
own  security  guards  or  call  the  police. 

What's  wrong  with  this  kind  of 
burglar  alarm?  One  factor  is  the  high 
incidence  of  false  alarms.  Lots  of  in- 
nocent things  can  trip  off  an  alarm 
system — a  pet,  a  spider  crawling 
across  a  motion  detector  or  a  careless 
homeowner  wh<  >  may  forget  to  punch 
in  his  security  code  when  he  arrives 
back  home. 

The  other  thing  wrong  with  tradi- 
tional burglar  alarm  systems  is  that 
they  lock  the  customer  into  a  brand, 
the  way  mainframes  used  to  lock 
customers  in.  Once  you've  got  a 
Brink's  system  installed  in  your 
house,  you  have  to  use  Brink's  to 
monitor  it,  at  a  cost  of  $275  to  $395 
a  year.  You  are,  in  effect,  a  captive 
customer,  tied  to  one  kind  of  hard- 
ware and  one  vendor.  You  can't  get  a 
competing  quote  from  Ameritech  or 
ADT,  not  unless  you  want  to  rip  out 
the  wiring  and  start  over. 

David  Nelson,  a  53-year-old  com- 
puter industry  Veteran  w  ho  has  gotten 
into  the  home  security  business,  aims 
to  change  all  this.  What  homeowners 
need,  he  says,  is  open  alarm  systems — 
built  from  interchangeable  parts  and 
portable  software.  At  the  heart  of  the 
system  is  an  IBM-style  PC.  The  com- 
puter is  programmed  to  handle  con- 
nections to  just  about  any  brand  of 
sensor.  It's  smart,  too,  greatly  reduc- 
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ing  the  incidence  of  false  alarms.  Nel- 
son's firm,  Savoy  Automation  in 
Westborough,  Mass.,  sells  the  soft- 
ware. Its  CyberHouse  system  has 
been  available  directly  from  the  com- 
pany and  from  independent  installers 
since  September. 

Here's  how  the  system  works  at 
Nelson's  own  home  in  Framingham, 
Mass.  His  486  computer,  set  up  be- 
tween three  bedrooms  upstairs,  is  on 
all  the  time.  It's  connected  to  cam- 
eras, telephone  lines,  sirens,  flashing 
yellow  lights,  even  a  digital  barking 
device  that  sounds  like  a  nasty  little 
schnauzer.  The  CyberHouse  software 
hums  in  the  background  on  the  PC  so 
the  kids  can  do  their  homework  with- 
out shutting  off  the  monitor. 

If  it's  dark  outside,  an  intruder's 
tripping  one  of  the  five  detectors 
planted  outside  the  house  turns  on 
garden  floodlights  w  here  the  motion 
\\  as  detected.  No  siren  goes  off  at  this 
point:  The  sensor,  after  all,  could  be 
picking  up  a  dog.  A  few  seconds  later 
the  PC  turns  on  a  sequence  of  lights 
throughout  the  house.  "It  looks  as 
though  someone  has  awakened  and  is 


Savoy  software; 
David  Nelson 
This  PC  barks 
like  a  dog. 


checking  out  the  activity,"  Nelso 
explains.  These  lights  stay  on  for 
while,  but  still  no  siren  goes  off. 

Nelson  remains  asleep — unless  o 
of  the  motion  detectors  or  glass-bra 
or  door-open  sensors  fires  w  ithin  fi 
minutes.  Then,  and  only  then, 
chimes  sound  in  the  bedroom  to  wa| 
him  up. 

Savoy's  software  is  smart,  in  otr 
words.  It's  also  open.  For  $995  \ 
get  the  software  packaged  with  a  mj 
imal  amount  of  hardw  are — one  wi 
less  door  or  window  sensor,  a  moti 
detector,  a  light  switch  and  a  receivi 
station  made  by  Ademco,  a  division 
Pittway  Corp.  But  Savoy  is  not 
business  to  sell  hardware.  You're  sv 
posed  to  flesh  out  the  system  by  bu 
ing  sirens,  motion  and  smoke  deti 
tors,  light  switches,  door  sensors,  J 
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liance  controllers,  panic  buttons, 
all  switches,  dimmer  switches,  ther- 
lostats,  glass  breakage  sensors,  low- 
efnperature  sensors  and  daylight  sell- 
ers wherever  you  want.  You  could 
ick  up  some  pieces  from  a  burglar 
arm  firm,  others  from  Radio  Shack 
r  Home  Depot. 

Why  doesn't  Nelson  go  into  the 
ifdware  business,  too?  Experience 
i  lls  him  this  is  a  bad  idea.  He  was  one 
f  the  founders,  first  of  Apollo  Com- 
pter, which  w  as  later  sold  to  Hew- 
itt-Packard, and  later  of  Fluent  Inc. 
-oRin  s,  Dec.  7,  1992).  His  long  ex- 
prience  in  the  computer  industry 
ught  him  the  wisdom  of  open  sys- 
ms  and  the  folly  of  closed  systems, 
ist  look  at  the  trouble  Apple  is  in.  So 
fc's  going  to  let  others  make  the 
irdware  for  his  system  and  be  con- 


tent with  selling  lots  of  very  portable 
software.  "When  I  listen  to  the  securi- 
ty industry  and  they  talk  about  dedi- 
cated sales,  sendee  and  support,  all 
built  on  proprietary  systems,1'  he  savs, 
"I  feel  like  I'm  hearing  voices  from 
my  past." 

You  can  hire  an  expert  to  set  up  a 
Savoy  system  in  your  house  or  do  it 
yourself.  The  software  includes  pre- 
assembled  components  that  tell  you 
how  to  hook  all  the  peripherals  to- 
gether. You  plug  the  receiving  station 
into  a  spare  serial  port  on  your  com- 
puter. Then  you  tell  CyberHouse 
what  to  do  when.  During  the  day 
(when  most  break-ins  occur),  you 
might  have  the  system  call  your  pager 
if  one  intrusion  sensor  goes  off,  or  do 
something  more  drastic  if  two  sensors 
go  off 


You  can  program  the  system  to  deal 
with  fires  and  freezing  weather,  too. 
For  instance,  a  trip  of  a  smoke  detec- 
tor could  turn  on  a  siren,  notify  the 
fire  department  and  shut  off  the  air 
conditioning  system  (which  will  re- 
spond to  increased  heat  by  turning  on 
its  fans,  worsening  the  situation). 

With  a  PC  running  the  show,  re- 
mote control  is  supposed  to  be  a  snap. 
Say  CyberHouse,  detecting  a  certain 
sequence  of  events,  calls  you  on  your 
pager.  You  can  then  call  up  the  sys- 
tem, monitor  the  house  from  a  porta- 
ble PC  with  a  modem,  and  watch  to  see 
if  internal  motion  detectors  or  door 
sensors  keep  going  off  (thus  indicat- 
ing the  presence  of  a  burglar).  From 
your  portable  PC  you  turn  on  or  off 
lights  and  fans  and  sirens  like  a  digital 
poltergeist,  or  listen  in  with  a  micro- 
phone attached  to  the  home  PC.  An- 
other software  feature,  due  out  in  a 
month,  will  enable  you  to  capture  an 
electronic  photo  from  a  security  cam- 
era and  transmit  the  image  over 
phone  lines. 

What  do  traditional  alarm  compa- 
nies have  to  beat  this?  Nothing  much 
yet.  Sniffs  Peter  Michel,  president  of 
Brink's  Home  Security,  "Do  you 
want  to  trust  the  safety  of  your  family 
to  a  PC?"  Many  people  will  probably 
answer:  Yes,  if  the  price  is  right. 

For  certain,  a  lot  of  companies  are 
enviously  eyeing  the  home  security 
market.  These  include  the  PC,  con- 
sumer electronics,  utility,  cable  and 
telephone  industries.  A  new  commu- 
nication standard  for  security  devices 
as  well  as  smoke  detectors,  thermo- 
stats, television  sets,  water  heaters, 
and  PCs  is  in  the  works.  Supporters  of 
the  idea  include  Microsoft,  Compaq, 
AT&T,  Matsushita's  Panasonic  Co. 
and  many  others.  CyberHouse  works 
with  both  this  standard  and  a  compet- 
ing format  supported  by  Motorola. 

CyberHouse  has  a  few  problems. 
In  its  present  version  it  is  a  bit  tough 
to  program,  and  you  have  to  pay  a  lot 
to  install  the  system  and  deck  out  the 
house  with  a  lot  of  peripherals.  (The 
traditional  alarm  companies,  in  effect, 
finance  your  installation  costs  by  ab- 
sorbing some  or  all  of  them  and  then 
signing  you  to  a  long-term  monitor- 
ing contract. )  But  Nelson  seems  to  be 
on  to  something  when  he  says  burglar 
alarms  should  be  smarter  and  more 
open.  HH 
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How's  this  for  a  sales  pitch:  Our  machine  is  of  lower 
quality  than  the  competition's.  It  worked  for  Ultratech, 

Low  technology 


By  Kambiz  Foroohar 

Remember  the  story  of  how  Henry 
Ford  scoured  worn-out  Model  Ts  for 
parts  that  still  worked — so  he  could 
engineer  those  parts  to  a  lower  stan- 
dard and  make  them  cheaper?  Ford's 
greatest  engineering  feat  was  making 
transportation  affordable. 

That  lesson  is  striking  home  in 
Silicon  Valley,  where  the  cost  of 
equipping  a  chip  factory  is  getting  out 
of  hand  (FORBES,  Mm:  25).  To  shave 
costs,  manufacturers  are  making  bet- 
ter use  of  trailing-edge  machine  tools. 
Arthur  Zafiropoulo  decided  to  capi- 
talize on  this  six  years  ago,  when  he 
came  out  of  retirement  to  save  Ultra- 
tech Stepper,  a  foundering  manufac- 
turer of  chipmaking  tools. 

Zafiropoulo,  57,  didn't  ask  for  the 
job.  A  physics  Ph.D.  with  a  fondness 
for  Ferraris,  he  made  his  name  by 
founding  Drytek,  a  dry-etch  compa- 
ny, and  selling  it  for  $20  million  to 
General  Signal  in  1986.  After  sticking 
around  as  president  of  the  semicon- 
ductor division  of  General  Signal,  he 
retired  in  September  1990.  Two 
weeks  later  his  former  boss  asked  him 
back  for  a  year  to  halt  the  losses  at  a 
subsidiary  called  Ultratech  Stepper, 
so  that  General  Signal  could  sell  it  off. 

Ultratech,  based  in  San  Jose,  Calif., 
makes  steppers — machines  that  align 
silicon  wafers  for  each  of  the  20  or 
more  etching  stages  it  takes  to  make  a 
high-end  chip.  The  more  precise  the 
alignment,  the  finer  the  circuit  lines 
can  be,  the  denser  the  circuit  elements 
can  be,  and  the  more  powerful  the 
microchip  can  be.  Ultratech  had  fall- 
en behind.  In  1990  its  machines  were 
precise  to  within  1 . 1  microns,  where- 
as market  leaders  Canon  and  Nikon 
were  good  down  to  0.8  micron.  Ul- 
tratech was  bleeding  SI. 5  million 
a  month. 

In  his  first  four  100-hour  w  eeks  at 
Ultratech,  Zafiropoulo  applied  the 
usual  tourniquet.  He  halved  the  work 
force,  to  230  people,  revoked  compa- 


ny cars  for  executives  and  courted 
what  customers  he  still  had.  A  trickle 
of  orders  came  in,  but  they  were  not 
enough  to  stanch  the  red  ink.  Ultra- 
tech lost  $7.4  million  on  revenues  of 
$26  million  in  1990. 

So  Zafiropoulo  exploited  Ultra- 
tech's  one  advantage:  low  cost.  Ultra 
tech's  machines  have  always  been  inex- 
pensive; they  now  range  in  price  from 
$850,000  to  $1.5  million,  roughly  a 
quarter  the  price  of  Japanese  rivals. 
Ultratech  machines  also  process  about 
twice  the  wafers  per  hour. 

Zafiropoulo  made  these  lemons 
into  lemonade.  He  sold  steppers  used 


cut  a  birthday  cake?"  Zafiropoul< 
pitches.  This  logic  has  since  won  ove 
such  chip  manufacturers  as  Intel 
Samsung,  Goldstar  and  Hyundai, 
typical  SI  billion  chip  plant  need 
about  40  steppers.  By  substituting  II 
Ultratech  models  for  20  of  the  mon 
expensive  kind,  the  plant  can  operat 
just  as  efficiently — at  a  savings 
about  SI  00  million  of  capital. 

By  the  second  quarter  of  1991 
Ultratech  was  profitable  before  de- 
preciation charges,  and  by  the  end  c 
Zafiropoulo's  contractual  year  ruf 
squeezed  $1.1  million  of  net  incoin 
out  of  $32  million  in  sales.  Gcncr. 
Signal  asked  him  to  stay  on  until 
found  a  buyer  for  Ultratech,  an 
when  none  came  forward,  Zafird 
poulo  put  up  $1.5  million  of  his  ow 
money.  Venture  capital  firm  TA  Assc 
ciates  supplied  the  rest  to  buy  Ultra 
tech  in  March  1993  for  $7.8  millioi 
In  September  1993  Ultratech  wei 
public  at  14.  After  a  2 -for- 1  split, 
recently  traded  at  27%. 

Last  year  profits  climbed  120%,  c 


to  produce  the  semiconductors  in  the 
read/write  heads  of  thin-film  disk 
drives.  It  happens  that  these  chips 
don't  have  ultrafine  lines  etched  in 
them,  so  they're  less  sensitive  to  mis- 
alignment. Ultratech  now  has  80%  of 
this  $50  million  market. 

Then  Zafiropoulo  tackled  mainline 
chipmaking.  He  noticed  that  just  over 
half  the  etching  stages  in  a  complex 
microchip  need  less  than  the  best 
alignment.  This  coarse  work  goes  on 
at  the  beginning  of  the  wafer  line;  the 
fine  etching  comes  into  play  only  at 
the  end. 

"Would  vou  use  an  electric  saw  to 


Arthur  Zafiropoulo, 
chief  executive 
of  Ultratech 
Stepper 
If  you  don't 
really  need  a 
gold-plated  tool, 
let  him  sell  you  a 
nickel-plated  one 


$24  million  on  sales  of  $158  millio 
in  this  year's  first  quarter  they  do 
bled  to  $8.6  million.  Recognizin 
that  the  semiconductor  boom  is  ove 
due  for  a  cooling  off,  Wall  Street  h 
marked  down  the  company  to  ji 
over  half  its  1995  high,  but  still  valu 
it  at  $547  million. 

What  if  the  Japanese  produce  che 
steppers  to  steal  his  mix-and-mat 
market?  Sitting  in  his  spartan  offk 
Zafiropoulo  notes  that  the  cheapi 
Japanese  stepper  is  tw  ice  the  price 
his  top  model.  "The  Japanese  wou 
have  to  cannibalize  their  high-e 
market  to  come  after  me."  I 
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If  you  think  you  can  take  your  time 
going  to  market,  think  again. 


In  today's  volatile  business  environment,  yesterday  is  ancient 
story.  Succeeding  in  the  modern  marketplace  takes  speed.  It  takes 
ility.  It  takes  GE  Information  Services. 

GE  Information  Services  can  help  you  integrate  your  suppliers, 
anulacturers,  distributors  and  customers  so  that  you  can  respond 
your  market  in  minutes  instead  of  days  or  weeks.  In  supply  chain 
inagement,  cash  management,  marketing  and  sales,  we  show  you  how 
increase  productivity  and  save  time — the  time  you  need  to  keep  a  step 
lead  of  your  competition. 

At  GE  Information  Services,  our  Business  Productivity  Solutionss' 
lhance  the  fitness  and  survival  skills  of  some  of  the  world's  best-known 
mpanies.  In  a  rapidly  evolving  marketplace,  we  give  you  the  edge  you 
cd  to  prevail. 

Productivity.  It's  All  We  Do.SM 


GE  Information  Services 


For  more  information,  call  1-800-560-GEIS,  or  write  GF.  Information  Services, 
MC07F1,401  N.  Washington  St.,  Roekville,  Ml)  20H50.  Find  us  on  the  Internet  at  http://www.geis.com 


PARAMETERS 

Cadillac  or  Model  T? 


BY  ANDREW  J.  KESSLER 


Andy  Kessler 
(akessler@tbyte.com) 
is  a  general  partner 
of  Velocity  Capital 
Management,  a 
technology  and  com- 
munications invest- 
ment company  in 
Palo  Alto,  Calif. 


Scoff,  if  you  want,  at  Internet,  the  Wall 
Street  phenomenon — companies  like  Lycos, 
Yahoo  and  Netscape  trading  at  10  or  100 
times  revenues.  But  don't  scoff  at  Internet, 
the  medium.  This  new  way  of  decentralizing 
and  democratizing  the  computer  is  going  to 
have  a  powerful  impact  on  the  consumer  elec- 
tronics business.  Larry  Ellison,  who  has  been 
preaching  from  the  Oracle  Corp.  pulpit  that 
the  world  needs  a  $500  Internet  box,  is  onto 
something. 

To  draw  an  analogy  to  transportation:  If 
desktop  computing  is  like  the  coming  of  the 
railroad,  Internet  is  the  mass-produced 
automobile. 

To  complete  this  democratization,  we 
need  a  Model  T.  There  aren't  any  on  the 
road  just  yet.  Today's  typical  Web  surfer  is 
armed  with  a  loaded  Pentium  or  Power  Mac, 
tooling  around  like  a  fat  cat  in  a  Cadillac 
with  power  steering,  smoking  a  cigar  with 
one  hand  and  driving  with  his  pinky.  Not 
quite  a  mass  market. 

Ellison  wants  to  see  some  Model  Ts  on  the 
road,  to  build  traffic  for  the  Internet  and,  he 
hopes,  for  the  file-massaging  software  he  sells. 
Sun  Microsystems  is  drawing  up  specs  for  a 
similarly  priced  device  optimized  to  run  Sun's 
Java  language.  A  sub-$500  network  computer 
or  Internet  appliance  ought  to  attract  millions 
or  tens  of  millions  of  new  people  to  browse 
the  Net. 

Does  this  spell  the  end 
of  the  companies 
working  the  $2,000 
price  point? 
Not  yet. 


There's  no  shortage  of  would-be  Henry 
Fords  for  this  mass  market.  IBM  has  previewed 
prototypes  of  a  few  cheap  boxes.  Acorn 
Computer,  whose  arm  microprocessor  chip 
was  found  in  the  Apple  Newton,  is  getting  in 
on  the  act.  3DO,  the  game  machine  develop- 
er with  a  lukewarm  following,  is  trying  again 
with  a  cheap  Internet  box. 

Will  any  of  these  Model  Ts  catch  on?  Let's 
look  at  what  it  would  take  to  make  an 
Internet  box  into  a  mass  market  item  like  the 
television: 

1 )  It  has  to  be  the  kind  of  thing  you  can 


plug  in  and  leave  on.  If  people  have  to  warm 
it  up,  dial  a  service  and  put  in  a  password, 
they  won't  bother  with  it. 

2)  It  has  to  carry  local  business,  like  movie 
listings  and  restaurant  menus. 

3)  Its  screen  has  to  have  high  enough 
resolution  to  display  text  crisply.  PC  screen 
can  do  that  now,  of  course;  present-day 
TVs  can't. 

4)  Its  screen  has  to  show  three-dimensional 
and  rapidly  moving  images  well.  TV  screens 
do  that  now,  but  computer  screens  can't. 

5)  It  has  to  be  priced  to  move — no  down 
payment.  Business  model:  cellular  phones. 
You  pay  for  the  hardware  through  a  long- 
term  contract  with  the  network  provider. 

I  think  all  this  is  doable,  although  maybe 
not  as  fast  as  Larry  Ellison  would  like.  The 
$500  telecomputer  could  be  out  in  reason- 
able volume  by  the  end  of  1997.  Somewhat 
more  expensive  versions,  without  all  the  fea- 
tures listed  above,  are  available  in  Japan  todaj 
(Forbes,  May  6). 

Does  this  spell  the  end  of  the  $2,000  com 
puter  and  all  the  companies  that  make  a  livinj 
working  that  price  point?  Not  just  yet.  The 
$2,000  computer  will  thrive  alongside  the 
$500  Internet  viewer  for  at  least  the  next 
five  years. 

The  cheap  box,  moreover,  represents  only 
momentary  lapse  in  the  constant  push  to  put 
more  and  more  computer  power  in  the  lap  o 
the  user.  The  coming  Internet  box  snaps 
functionality  back  into  servers,  which  Sun 
Microsystems  and  Silicon  Graphics  are  ship 
ping  like  mad  these  days.  This  is  a  three-year 
not  a  ten-year  lapse. 

Why?  Because  Moore's  Law  isn't  over  yet. 
Memory  chips  are  still  getting  fatter,  disk 
drives  denser,  video  compressing  and  decom 
pressing  chips  faster.  Soon  enough,  it  will  be 
feasible  to  have  PCs  with  the  same  functionali 
ty  and  performance  as  today's  servers.  In  tha 
case,  the  march  to  push  functionality  out 
closer  to  the  user  begins  again. 

The  dumb  Internet  appliance  is  just  a 
stepping-stone  to  a  powerful  computing  an« 
viewing  device,  the  true  telecomputer  that 
futurists  talked  about  a  decade  ago. 
Televisual  applications  will  rule  the  day. 
Today's  World  Wide  Web  mainly  emulates 
magazines  in  look  and  features.  But  the  ma! 
market  of  the  future  will  insist  on  TV-qualit> 
images  combined  with  the  on-line  freshness 
of  the  Internet.  We'll  have  Cadillacs  at 
Model  T  prices. 
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Thanks  to  Sprint  Business, 
we're  filling  offices 
across  the  country." 


Jane  Edwards, 
Kelly  Services'1' 


"Keeping  track  of  over  600,000 
temporary  employees  wasn't  easy' 

Kelly  Services  has  to  fill  positions 
quickly.  But  because  each  Kelly  ~  office 
maintained  separate  files,  finding  the 
right  candidate  was  time-consuming. 
"With  Sprint  technology,  we  can 
access  everyone  at  the  push  of  a  button." 
With  the  SprintNet  "Data  Network,  information  on 
every  employee  goes  into  a  database.  That  lets  Kelly 
staff  check  availability  instantly —  and  quickly  find 
the  right  person  for  the  right  job.  They  can  even  access 
personnel  files  at  over  1,000  Kelly  locations  nationwide. 
"Our  business  has  grown  30%." 
Sprint  has  helped  Kelly  Services  assign  more  people  to  more 
jobs  in  half  the  time.  Which  has  given  Kelly  the  competitive 
edge.  And  that's  a  nice  position  to  be  in.  Call  now. 
We'll  help  your  business  do  more  business,  too. 

Call  Sprint  Business 

1800  816  REAL 

www.sprint.com 


Sprint 


We  Help  Business  Do  More  Business 


INItKMUIlUb  fYlcUlM 

COMPUTERS/COMMUNICATIONS 


Two  clever  marketers  have  come  up  with  a  way 
to  capture  Internet  advertising  dollars. 

An  on-line 


gamble 


By  Nikhil  Hutheesing 


Riddler  founders 
John  Waller  and 
Michael  Paolucci 
Win  a  Toyota  car, 
but  first  look 
at  Toyota's  ad. 


Everyone  from  Bill  Gates  to  the 
teenager  next  door  wants  to  figure 
out  how  to  wring  revenues  from  the 
Internet.  A  pair  of  entrepreneurs 
may  just  have  hit  on  the  answer: 
gambling. 

Not  the  illegal  kind,  but  the  pro- 
motional kind  pioneered  by  televi- 
sion game  shows,  where  the  house 
takes  its  cut  in  the  form  of  advertis- 
ing exposure.  By  providing  substan- 
tial incentives  to  prospective  players, 
the  Internet  promotion  aims  to  ex- 
tract from  them  the  kind  of  personal 
information  that  advertisers  covet 
and  on-line  surfers  haw  been  loath 
to  reveal. 

The  games  are  the  brainchild  of 
Michael  Paolucci,  26,  and  John  Wal- 
ler, 25,  founders,  two  years  ago,  of 
Interactive  Imaginations.  Their  Web 
site  is  called  Riddler  (ww\  riddler. 
com).  As  you  play  its  many  games. 


you  accumulate  Riddlets,  the  Riddler 
form  of  cash,  and  Caps,  which  are 
banners  carrying  an  advertiser's  logo. 
Both  Caps  and  Riddlets  go  toward 
winning  prizes:  a  $1,000  cash  prize,  a 
Caribbean  cruise  or  a  Toyota  car,  for 
example. 

The  games  are  fun.  Random 
House  supplies  crossword  puzzles 
incorporating  Javascript,  which  lets 
you  play  a  Scrabble-like  game  against 
on-line  opponents.  From  one  of  the 
writers  of  ABC's  Jeopardy  come  two 
trivia  games  called  King  of  the  Hill 
and  Mental  Floss.  Riddler  is  even 
running  scavenger  hunts  throughout 
the  entire  World  Wide  Web  by  buy- 
ing real  estate  on  Web  sites  where  it 
can  place  Caps. 

To  play,  von  have  to  provide  some 
juicy  personal  data:  age,  E-mail  ad- 
dress, occupation,  favorite  trade  mag- 
azines and  television  shows.  Riddler 


promises  not  to  reveal  the  informa- 
tion to  outside  firms.  But  it  uses  the 
data  to  steer  each  ad  to  the  right  set! 
of  eyeballs.  Thus,  it  can  promise  su 
perb  demographics  to  its  advertiser! 

Compare  that  with  the  currcq 
form   of  Web   advertising,  whic 
throws    corporate     banners  ontc 
screens  that  Web  surfers  are  likely  tc 
visit.  Click  on  the  logo  and  you  get 
full-screen  ad.  Such  Web  sites  as  Ya 
hoo,  ESPNet  and  Netscape  all  charge 
advertisers  about  2  to  3  cents  for  eat 
person  who  lands  on  their  home  pagj 
and  sees  the  advertiser's  banner.  Bu 
only  3%  of  people  who  see  the  banne 
actually  click  on  it.  ''That  mode 
stinks,"  declares   Paolucci.  "Whi 
companies  like  Time  Warner's  Patl 
finder  put  up  banners,  they  aren 
using  the  medium." 

On  Riddler,  when  advertisers  plac 
an  advertisement  they  know  it  will  b 
seen  by  every  surfer  who  comd 
through.  You  can't  play  unless  yd 
click  on  the  ad.  For  this,  Riddle 
charges  the  adv  ertisers  25  cents  a  hif 

"You  won't  get  wasted  hits  froj 
people  you  didn't  want  to  reach 
explains  Emily  Weiss  of  Saatchi 
Saatchi,   the   agency   that  handle 
Toyota's  advertising.  Toyota  is 
Riddler  advertiser  and  is  paving  l 
kind:  Two  Toyota  RAY4s — wort 
520,000  each — are  among  the  prize 

The  obvious  potential  of  the  ide 
has  attracted  investments  from  sua 
companies  as  Random  House  and  c 
Investments  and  enabled  Riddler  t 
recruit  executive  talent  from  the  lik« 
of  Time  Warner,  AT&T  and  USA  Ne 
works.  Software  developers  who  onij 
wrote  trading  programs  for  Wa 
Street  brokerage  houses  now  vvri 
softw  are  for  Riddler. 

Most  important,  the  idea  seems  i 
work.  Web  surfers  are  coming 
droves,  and  Riddler  already  has  a  dat 
base  of  110,000  players.  That  dat 
base  has  attracted  such  big  advertise 
as  Royal  Caribbean  Cruise  Line 
Toyota  and  Snapple. 

Eventually,  Riddler  hopes  its  gai 
ing  network  becomes  a  name  brai 
on  the  Internet.  "Whenever  that  50 
channel  box  comes  out,  we  will  ov 
the  intellectual  game  channel,"  sa 
Waller. 

In  that  case,  Riddler  might  be 
highly  sought-after  asset,  much 
ESPN  now  is  in  cableland.  I 
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People  who  don't  buy  a  product 
should  benefit  from  it  too. 


Michiel  van  Dam,  Group  Product  Manager 
Philips  Lighting,  Somerset,  NJ 


I'm  Michiel  van  Dam,  from  the  Lighting 
division  of  Philips  Electronics. 

We've  created  a  fluorescent  tube  with 
so  little  mercury,  it  meets  the  U.S.  EPA  test 
for  nonhazardous  waste*  In  fact,  it's  the 
first  fluorescent  to  meet  this  EPA  standard. 

In  most  cases,  it  means  more  disposal 
options  and  lower  disposal  costs.  And  in  every 
case,  it  means  less  mercury  in  the  ecosystem. 

So  no  matter  who  buys  it,  the  whole 
world  benefits. 


PHILIPS 


Environmental  Protection  Agency  (EPA)  test,  Toxic  Leaching  Characteristic  Procedure.1990.  Consult  local  laws  and  regulations,  which  may  vary,     ©  1996  Philips  Electronics  North  America  Corporation 
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IN  THE  HEADLONG  RUSH  EOR 
new  ways  to  bank,  look  for  the  eager 
faces  of  Mildred  and  Agnes. 

Since  installing  the  first 
comprehensive  ATM  cash 
management  system  in  the  United 
Kingdom.  Britain's  Co-operative  Bank 
has  won  the  enthusiasm  of  even  its 
most  traditional  patrons. 

Customer  satisfaction,  in  fact,  is 
now  the  highest  of  any  bank  in  the  U.K. 

Working  closelv  with  bank 
management.  IBM  handled  ever)thing 
from  consulting  and  site  design  to 
installation,  maintenance,  manage- 


ment and  security  of  the  network  of 
YTMs.  They  even  filled  the  cash 
machines  with  money. 

Today,  with  over  240  ATMs,  the 
bank  is  planning  new  electronic 
services  for  its  customers. 

Looking  for  new  ways  to  satisfy 
your  customers?  Visit  our  home  page 
at  ww  w.t  'urope.ibm.com/finance/  or- 
call  1  800  1BM-3333.  ext.  HA038. 
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The  consumer  used  to  be  a  singular  animal. 
He  liked  coffee  or  tea.  He  lived  in  Peoria  or 
Okefenokee.  Now  comes  the  quantum  con- 
sumer, a  new  beast.  It  occupies  two  or  more 
bodies,  and  places,  at  once. 

Who  "consumes"  a  simple  phone  call?  Two 
people,  in  two  places,  of  course.  Who  pays, 
how  much,  depends  a  bit  on  both.  The  ads 
show  a  college  kid  making  collect  calls  to  her 
happy  mom.  Happy  because  daughter  dialed 
1-800-collect  to  get  mom  a  cheaper  rate. 
Daughter  has  to  be  price  conscious  for  her 
mom;  mom  can't  check  the  cost  of  the  call 
when  she  picks  up  the  phone,  and  can't 
change  carriers  before  she  does. 

Quantum  physics  is  a  world  of  paradoxes 
and  surprises:  An  atomic  particle  becomes  a 
wave,  and  can  be  in  two  places  at  once.  Same 
with  the  new  networked  goods  and  services. 
Mom  may  subscribe  to  caller  id;  that  lets  her 
duck  some  incoming  calls.  Businesses  use  the 
same  service  to  help  them  process  calls  faster. 
Caller  ID,  then,  substitutes  for  calling  min- 
utes. But  different  people  buy  the  two  prod- 
ucts from  different  vendors,  and  use  them 
quite  differently. 

Long  distance  carriers  want  calls  to  be 
answered:  That's  what  generates  revenues.  So 
it  makes  sense  for  them  to  give  away  free 
voice  mail  boxes.  But  to  whom?  Everyone 
receives  long  distance  calls  through  every  car- 
rier, so  no  one  carrier  can  reap  the  full  eco- 
nomic benefits  of  such  a  scheme. 

Phone  calls,  in  all  their  variations,  teach  us 
about  all  networked  markets,  which  is  to  say, 
almost  everything  in  the  information  econo- 
my. More  and  more,  the  value  of  a  computer 
is  determined  by  its  ability  to  link  up  with 
another  computer.  Capabilities  in  one 
machine  both  complement  and  substitute  for 
capabilities  in  all  the  others. 

Economists  call  such  effects  "network 
externalities."  Like  smoke  from  a  factory,  the 
choices  you  make  affect  lots  of  other  people 
downwind.  But  the  analogy  doesn't  begin  to 
capture  the  peculiarities  of  the  new  markets. 

In  ordinary  markets,  cross-elasticity  is  a 
two-way  street:  If  cheaper  coffee  tends  to  cut 
mom's  tea  consumption,  then  cheaper  tea 
tends  to  cut  her  coffee  purchases.  The  tastes 
of  quantum  consumers  aren't  so  simple. 
Cheaper  caller  ID  may  cut  consumption  of 


calling  minutes,  but  cheaper  calling  minutes 
may  not  reduce  consumption  of  caller  ID. 
Calendars,  spreadsheets  or  faster  modems 
loaded  in  a  palmtop  may  reduce — or 
increase — the  need  for  complementary  soft- 
ware in  a  mainframe  to  which  the  handheld  is 
linked.  But  price  cuts  by  PC  manufacturers 
may  deflate  sales  of  IBM  mainframes  far  more 
than  discounts  on  mainframes  can  move  com- 
puting back  the  other  way. 

Markets  for  quantum  products  are  unsta- 
ble. Batdes  between  almost  equally  matched 

Switching  quantum  consumers 
can  be  enormously  difficult. 
MCI  exploits  this  fact  brilliantly. 

spreadsheet  or  word  processor  programs  may 
drag  on  for  years,  then  end  quite  abruptly 
with  a  single,  unequivocal  winner.  A  clearly 
superior  product  may  gain  no  ground  at  all  if 
it  is  brought  to  market  too  late.  Later  buyers 
may  agree  it's  a  better  product  in  the  abstract, 
but  what  they  value  most  is  the  base  of  users 
already  in  place.  That's  why  so  many  software 
companies  announce  so  much  vaporware,  far 
in  advance  of  real  products.  The  objective  is 
to  delay  the  entire  contest  until  your  product 
is  good  and  ready. 

Marketers  hate  quantum  consumers — until 
they  get  them  hooked.  Hate  first,  because  it's 
horribly  hard  to  get  lots  of  independent  buy- 
ers to  coordinate  their  purchases  to  your 
advantage.  Then  love,  because  once  you  have 
all  the  ducks  in  a  row,  they  don't  easily  break 
ranks.  Switching  quantum  consumers  can  be 
enormously  difficult.  MCl's  "Friends  and 
Family"  program  exploits  this  fact  brilliandy. 
The  discounts  belong  to  the  circle.  Anybody 
who  breaks  it  costs  his  buddies. 

Yet  even  the  faithful  sometimes  change. 
Not  one  at  a  time,  but  in  abrupt,  lemming- 
like migrations.  A  sharply  different  product  is 
embraced  by  small  tribes  of  forward-looking 
converts.  They  lurk  in  the  shadows  of  the 
Net,  often  for  quite  a  long  time,  building  up 
a  critical  mass.  Then  they  emerge,  define  a 
new  standard,  and  the  masses  follow. 

Uncertainty  is  the  only  thing  you  can 
count  on  in  quantum  markets.  You'll  never  be 
sure  where  the  consumer  is  lurking,  or  how 
fast  he's  moving.  The  individual  fan  in  the 
arena  has  been  replaced  by  the  wave,  m 
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AGA 

•  AGA's  income  after  financial  items 
increased  in  1995  by  22  percent 
to  SKr  2,108m  (1994:  SKr  1,726m). 
In  addition,  a  capital  gain  of  Skr 
601m  arose  from  the  sale  of  shares  in 
Avesta  Sheffield. 

•  Net  income  per  share  after  full  tax 
rose  by  20  percent  to  SKr  6.31  (5.28), 
excluding  the  capital  gain. 

•  Proposed  dividend  increase  to  SKr  2.70  (2.25)  per  share. 

•  March  27,  1996,  AGA  sold  its  shareholding  in  the  associate  company 
Gullspangs  Kraft  which  resulted  in  a  capital  gain  of  approximately 
SKr  1 ,  600m  after  tax. 

•  The  1996  result  is  expected  to  be  at  largely  the  same  level  as  1995, 
excluding  capital  gains. 

AGA  is  one  of  the  world's  largest  gas  companies.  The  Group 
produces  and  sells  industrial  and  medical  gases  in  35  countries 
in  Europe,  the  U.S.  and  Latin  America. 


AMP  Incorporated 

Growth  expected  to  continue  in  1996.  1 3-14 
term  CAG  of  sales,  earnings,  dividends;  9%  i 
margins;  15%  ROE.  Record  $5.23  bil  in  si 
20%).  $1.96  EPS  in  1995  (up  14%).  SteadJ 
through  new  products  and  markets.  Sales  uj 
four  of  54  years.  80%  of  sales  electronic-q 
Over  55%  of  sales  are  products  applied  by  AN 
and  machines.  Broad  diversification  -  lead 
duccr  of  electrical/electronic  connection 
Subsidiaries  in  40  countries.  11%  of  sales  fo^ 
Top  20  in  U.S.  patents  (AMP-N.Y.S.E.) 


Atmel  Corporation 

Atmel  Corporation  manufactures  a  broai 
high  performance  non-volatile  mem<j 
microcontrollers,  and  logic  devices.  Tti 
differentiated  nature  of  Atmel's  products 
greater  profit  margins  and  more  secure 
relationships  than  commodity  semicc 
manufacturers.  The  company's  products  arj 
telecommunications,  computer,  net 
consumer  and  automotive  systems, 
headquartered  in  San  Jose,  CA  and  hg 
facturing  facilities  in  Colorado  Springs, 
Rousset,  France. 


American  Business 
Products,  Inc. 

Record  1995:  Revenues  up  13%,  net  earn- 
ings up  35%.  ABP  is  a  leading  producer  and 
distributor  of  business  supplies/printing; 
book  printing;  and  coating  of  packaging  and 
other  products. 

57  years  of  record  revenues. 
39  years  of  increased  dividends. 
ABP  has  initiated  an  aggressive  1996  re-engineering  and  restructuring  plan  positioning 
the  company  for  strong  future  growth. 


Baldor  Electric 
Company 

Baldor  Electric  Company  (NYSE:BEZ)j 
record  results  in  1995,  reporting  sales  up 
EPS  up  22%.  Baldor  is  a  leading  manul 
industrial  electric  motors  and  drives.  N'ev 
introduced  in  the  past  five  years  comprise 
of  sales. 

This  SmallCap  stock  has  achieved  a  29.3%l 
growth  rate  of  total  return  for  our  shared 
the  five  year  period  ended  December  31 


American  Precision 
Industries 

American  Precision  Industries,  (NYSE:APR),  is  a 
technology-based  diversified  manufacturer  of 
high-end  Motion  Control,  Inductor  and  Heat 
Transfer  Products. 

1995  over  1994  sales  up  by  27%,  earnings  up  by 
38%,  1995  stock  price  appreciation  44%. 
Through  strategic  acquisition,  alliances  and  new 
product  introductions,  the  company  strives  for 
aggressive  growth  and  increase  in  shareholder  value. 
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Biomerica 
NASDAQ:BMRA 


Biomerica  is  a  profitable,  emerging-grov 
company  that  manufactures  advanced  m 
nostic  products  for  laboratories,  const 
physicians  offices.  The  products  include 
ulcer  detection,  early  heart  attack,  thyroi 
early  detection  of  diabetes,  and  gasl 
bleeding.  Products  under  development  i 
allergy  therapy  by  oral  or  inhalant  delivery 
encapsulated  allergens.  Biomerica  has  n 
consecutive  quarters  of  increasing  profits.  The  company  is  currently  focu 
itability  and  worldwide  marketing.  Biomerica  will  continue  to  prosper. 
Contact  Paul  Fishbein  (714)  645-21 1 1  (fishbein@biomerica.com) 
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Callaway 
Golf  Company 

Callaway  Golf  Company  ( NTS E: ELY),  through 
the  use  of  technology,  strives  to  design  and  manu- 
facture premium,  innovative  golf  clubs  that  are 
demonstrably  superior  to,  and  pleasingly  different 
from,  its  competition.  Superior  product  performance 
and  effective  marketing  have  helped  to  establish 
Callaway  Golf  Company  as  a  worldwide  leader  in  the 
golf  club  industry. 

Visit  Callaway  Golf  Company  on  the  Internet  at 
wvuv.callauaygolf.com 
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Central  and  South 
West  Corporation 
(CSW) 

CSW,  a  public  utility  holding  company,  owns  four 
electric  operating  subsidiaries  serving  some  four 
million  people  in  Texas,  Oklahoma,  Louisiana  and 
Arkansas,  and  owns  a  major  position  in  a  regional 
electricity  distribution  company  serving  2  million 
customers  in  South  East  England. 
CSW  has  increased  its  common  stock  dividend  for 
45  consecutive  years. 


CERID1AN 


Ceridian 

The  information  services  arena  is  a  great  place  to  be, 
and  Ceridian  (NYSE:CEN)  is  growing  rapidly  as 
it  provides  outsourcing,  transaction  processing, 
database  management  and  other  services  to  the 
human  resources,  media,  transportation,  gaming  and 
government  markets.  Ceridian's  focus  is  on 
continued  strong  revenue  and  earnings  growth,  rapid 
utilization  of  its  $1.3  billion  NOL  and  additional 
strategic  acquisitions,  (http://www.ceridian.com) 


Camelot  Corporation 

Camelot  Corporation  (NASDAQ:CAML)  is  a  holding 
company  with  subsidiaries  in  publishing,  distribution 
and  retailing  of  CD-ROM  software.  Third  Planet 
Publishing,  Inc.,  is  a  publisher  of  CD-ROM  software 
whose  flagship  product,  DigiPhone,  allows  full-duplex 
voice  communication  on  the  Internet  using  your 
computer.  MR.  CD-ROM  Stores,  Inc.,  a  retailer  of 
CD-ROM  software,  features  2,000  software  titles  for 
the  CD-ROM  consumer.  Camelot  Distributing,  Inc. 
is  a  distributor  and  exporter  of  CD-ROM  software 
supplying  the  independent  retailer. 


Chieftain 
International^  Inc. 

Proved  natural  gas  reserves  more  than  doubled  as 
additions  equaled  743%  of  1995  gas  production. 
Proved  oil  reserves  increased  by  32%.  With  comple- 
tion of  a  major  acquisition  in  the  Gulf  of  Mexico  and 
commencement  of  production  in  the  North  Sea,  gas 
production  more  than  tripled  during  the  year. 
Chieftain  is  debt-free. 
Listed:  AMEX,  TSE 


CEMEX 

Founded  in  1906,  Cemex  is  the  largest  cement  com- 
pany in  the  Americas  and  the  fourth  largest  cement 
company  in  the  world  with  close  to  47  million 
metric  tons  of  annual  production  capacity. 
Cemex  has  operations  in  22  countries  and,  through 
its  extensive  network  of  distribution  centers  and 
marine  terminals,  trade  relations  with  60  countries 
around  the  globe. 


anniversary 

(Computer 
Associates 

Software  superior  by  design. 


Computer  Associates 

Computer  Associates  International,  Inc.  (NYSE:  CA), 
is  the  world  leader  in  mission-critical  business 
software.  The  company  develops,  licenses  and 
supports  integrated  software  solutions  that  include 
systems  and  database  management,  application 
development,  manufacturing  and  financial  applica- 
tions. CA  has  9,000  people  in  130  offices  in  36 
countries  and  revenue  of  $3.2  billion  in  calendar 
year  1995.  CA  can  be  reached  by  visiting  its  home- 
page on  the  worldwide  web  (http://www.cai.com). 
Investor  relations  can  be  reached  at  1-516-342-5601. 
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CS  Holding 


iding  giobal  financial 
ni  more  than  600  offices 
lull  range  of  financial 
.uses  internationally  on 


CS  Holding  is  one  of  the 
services  groups  operating  fr< 
worldwide  and  oflering  a 
products  and  services.  It  ft 
commercial  and  investment  banking,  derivatives, 
private  banking  and  asset  management.  In 
Switzerland  it  has  a  strong  position  as  a  full-service 
bank  and  also  offers  life  insurance  products. 
CS  Holding's  Group  companies  operate  indepen- 
dent within  the  overall  Group  strategy.  The  Group's 
total  ..--sets  are  Sfr  412.7  billion. 


Dean  \JVittery 
Discover  &  Co. 

Dean  Witter,  Discover  &  Co.  (NYSE:DWD),  is  a 
diversified  financial  services  organization  with  a 
primary  focus  on  individual  customers.  DWD  serves 
over  3  million  individual  investors  through 
Dean  Witter  Reynolds  Inc.,  its  full-service  securities 
firm  and  its  subsidiary,  Intercapital,  is  one  of  the 
largest  asset  management  operations  in  the  U.S.  Its 
credit  cards,  including  Discover  Card,  BRAVO,  and 
Private  Issue  reach  into  36  million  households. 
DWD's  nation-wide  NOVUS  Network  of  merchants  supports  these  cards  and  its 
strategy  to  expand  the  array  of  new  card  brands.  In  1995,  the  firm's  net  income 
increased  16%  to  $856.4  million,  its  seventh  consecutive  year  of  record  earnings  and 
return  on  equity  was  19.2%.  For  more  information  call  1-800-733-2307. 


FEMSA 

MEXICO'S  LARGEST  BEVERAl 
AND  PACKAGING  GROUP. 
Fomento  Economico  Mexicano,  I 
C.V.  (FEMSA),  the  largest  beveri 
packaging  producer  in  Mexico,  ha: 
solidated  its  position  within  the 
and  soft  drinks  industries.  It  alsd 
duces  packaging  materials,  and  op 
an  extensive  convenience  store  en 
the  country, 

Founded  in  1890,  Cerveij 
Cuauhtemoc  Moctezuma  is  the  cornerstone  of  FEMSA.  It  holds  a 
position  within  the  domestic  market  and  its  renown  brands,  Tecabj 
Dos  Equis  and  Bohemia  are  enjoyed  by  consumers  worldwide. 
Coca-Cola  FEMSA  is  one  of  the  largest  Coca-Cola  franchises  [ 
world,  serving  Mexico  City,  southeast  of  the  country  and  Great  1 1 
Aires  territories. 

Through  its  Packaging  division,  FEMSA  serves  the  beverage  an 
industries,  with  the  highest  quality  and  internationally  corn! 
packaging  products,  exporting  to  the  United  States,  the  Caribbeal 
South  America. 

OXXO  convenience  store  chain  is  the  largest  in  Mexico,  with  maj 
770  outlets  strategically  located  in  the  nation's  main  metropolitan [ 
FEMSA's  subsidiaries  hold  a  leadership  position  within  their  dl 
industries  in  Mexico  and  internationally. 


Diagnostic  Products 
Corporation 

DPC  is  the  world's  leading  independent  manufacturer 
of  immunodiagnostic  kits  and  related  instrumentation. 
Representing  state-of-the-art  technology  derived 
from  immunology  and  molecular  biology,  these  kits 
'j  can  measure  hormones,  drugs  and  other  medically 

important  substances  present  in  body  fluids  and 
tissues  at  infinitesimal  concentrations.  They  provide 
information  vital  to  the  diagnosis  and  management 
of  thyroid  disorders,  diabetes,  infertility,  infectious 
diseases,  allergy,  drugs  of  abuse,  and  certain  forms  of  cancer.  In  the  ten  years  ended 
in  1995.  sales  increased  at  a  compounded  growth  rate  of  21%,  to  $160  million.  Net 
income  increased  at  a  compounded  growth  rate  cf  16%  to  $24  million. 


Food  Concepts,  Inc. 


Food  Concepts  (NASDAQ  BB:JAVA),  thro 
wholly-owned  subsidiary,  Savon  Coffee  Lovesj 
Inc.,  is  a  producer  of  specialty  coffees  —  8 
that  the  Specialtv  Coffee  Association  predi 
account  for  75%  of  the  US  market  by  the  yd 
The  Company,  which  markets  its  products] 
tionally,  recently  entered  into  an  exclusive  I 
agreement  with  Mr.  Food*,  a  prominent  te 
personality  with  a  viewing  audience  between 
million  people  daily.  Food  Concepts,  an  M 
and  acquisition  oriented  company,  recently  announced  the  signing  of  a  1 
Intent  to  acquire  100%  of  Lasordas  Dugout,  Inc..  which  under  a  licensing  aj 
with  Tommy  Lasorda,  Manager  of  the  Los  Angeles  Dodgers,  franchises  del 
stvle  restaurants. 


FINA,  Inc. 


FINA  is  a  $3.6  billion  fully  integrated  oil  and  petro- 
chemical company  engaged  in  the  exploration  and 
production  of  crude  oil  and  natural  gas,  and  natural 
gas  marketing;  the  refining,  supply  and  transporta- 
tion, and  marketing  of  petroleum  products;  and  the 
manufacture  and  marketing  of  petrochemicals  and 
plastics.  In  1995,  an  investment  in  FINA  shares 
delivered  a  54%  return  to  investors. 


Freeport-McMoRan  1 


Freeport-McMoRan  Inc.  (FTX),  through! 
percent-owned  affiliate  Freeport-Mcl 
Resource  Partners,  Limited  Partnership  (. FRJ 
of  the  world's  leading  integrated  phosphate  jj 
producers  FTX.  through  FRP,  is  a  joint  vend) 
ner  in  IMC-Agrico  Company,  the  worlds  lad 
one  of  the  world's  low  est  cost  producers,  m 
and  distributors  of  phosphate  fertilizers.  PnJ 
from  FRP's  Main  Pass  sulphur  mine  in  the, 
Mexico  and  its  Culberson  mine  in  West  Te» 
FRP  also  the  largest  producer  of  Frasch  sulpher  in  the  world.  These  combiM 
ations  provide  FTX  and  FRP  with  the  competitive  advantages  of  vertical  inn 
and  operating  efficiencies. 
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Freeport-McMoRan 
Copper  &  Gold  Inc. 


Freeport-McMoRan  Copper  &  Gold  Inc.  (FCX)  is 
engaged  in  the  exploration  for  and  development, 
mining  and  milling  of  copper,  gold  and  silver  in  Irian 
Jaya,  Indonesia  and  the  smelting  and  refining  of  cop- 
per concentrates  in  Spain.  Its  Indonesian  operations 
make  the  company  one  of  the  world's  largest  and 
lowest  cost  copper  and  gold  producers.  Furthermore, 
FCX  recently  completed  mill  expansion  activities  to 
125,000  metric  tons  per  day  and  future  expansions 
3  studied.  During  the  year,  FCX  focused  its  exploration  activity  in  close 
r  to  its  existing  mining  and  milling  operations  and  successfully  identified 
as  of  potentially  significant  mineralization  within  an  area  called  the 
Triangle. " 


EL 


|  Norfolk  Southern 
Corporation 


Norfolk  Southern  Corporation  is  a  holding  company 
that,  through  subsidiaries,  provides  rail  and  truck 
transportation  services  and  owns  natural  resource 
properties.  Norfolk  Southern's  vision  is  to  "be  the 
safest,  most  customer-focused  and  successful  trans- 
portation company  in  the  world.''  Five-year  growth 
(1995  compared  with  1990)  saw  income  from 
railway  operations  up  34%,  net  income  up  32%, 
earnings  per  share  up  63%,  return  on  equity  up  40% 
and  safety  improvement  up  63%. 


Lyondell  Petrochemical 
Company 

One  of  the  nation's  largest,  most  efficient  petro- 
chemical producers/refiners,  based  in  Houston. 
Lyondell's  petrochemicals  are  building  blocks  for 
plastics  and  fibers  used  in  a  multitude  of  consumer, 
housing,  and  automotive  applications.  The  company 
integrated  further  and  added  a  worldscale  polymers 
position  with  the  acquisition  of  the  Alathon®  high 
density  polyethylene  business  in  May  1995.  Lyondell 
has  an  approximate  90  percent  interest  in 
iLL-CITGO  Refining  Company  Ltd.,  which  operates  one  of  the  nation's 
tide  oil  refineries.  This  venture  is  structured  to  provide  strong,  stable  cash 
pite  an  uncertain  industry  outlook.  A  major  upgrade  of  the  refinery  will  be 
jin  early  1997. 1991-95  avg.  return  to  stockholders  1 5.7%,  ann.  div:  $0.90/share. 
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McDonnell  Douglas 

McDonnell  Douglas  (NYSE:MD)  -  one  of  the 
world's  largest  defense  and  space  contractors  -  is  the 
world's  leading  producer  of  military  aircraft  and  the 
third-largest  commercial  aircraft  manufacturer.  For 
the  third  consecutive  year,  McDonnell  Douglas  led 
the  aerospace  industry  in  total  return  to  investors  - 
and  in  the  1995  annual  report,  the  chairman  and 
CEO  state,  "We  will  never  waver  from  our  pledge  to 
increase  shareholder  value." 


Owens  Corning 

Owens  Corning,  a  $3.6  billion  global  industry  leader, 
serves  consumers  and  industrial  customers  with  high 
performance  glass  composites  and  building  materials 
systems.  The  Company  achieved  record  sales  and 
record  earnings  in  1995  and  has  become  increasingly 
diversified,  with  more  than  80%  of  sales  derived 
from  the  worldwide  composites,  home  improvement 
and  related  markets.  With  an  aggressive  sales  goal  of 
$5  billion  by  2000,  we  are  growing  core  businesses, 
developing  new  technologies,  leveraging  our  brand 
and  expanding  globally.  (NYSE,  TSE:  OCF) 


Overseas  Shipholding 
Group y  Inc. 

Overseas  Shipholding  Group,  Inc.  (OSG),  one  of  the 
largest  bulk  shipping  companies  in  the  world,  main- 
tains a  modern,  diversified  fleet  of  61  vessels  that 
transport  primarily  crude  oil,  petroleum  products, 
grain,  coal  and  iron  ore.  The  Company's  joint  venture, 
Celebrity  Cruise  Lines  Inc.,  is  a  leading  provider  of 
cruises  to  the  Caribbean,  Bermuda  and,  beginning 
this  year,  Alaska. 
(NYSE,  PSE:  OSG) 


Newport  Corporation 

Newport  Corporation  is  a  leading  developer,  manu- 
facturer and  marketer  of  high-precision  test, 
measurement  and  inspection  equipment  involving 
lasers,  optics  and  fiber  optics.  The  Company  also 
supplies  vibration  control  and  precision  positioning 
systems  for  scientific  and  commercial  applications, 
in  such  industries  as  semiconductor  manufacturing, 
telecommunications,  data  storage,  medical  equip- 
ment and  analytical  instrumentation.  In  1995  the 
Company  achieved  record  sales  of  $102.0  million 
and  increased  earnings  22%  to  $3.9  million. 


forward 


PacifiCorp- Leading 
the  way  to  the  next-, 
era  in'  the  utilities 
marketplace.  1995 


PacifiCorp 


"PacifiCorp  (NYSE:  PPW),  has  the  right  combina- 
tion of  strengths  to  succeed  in  the  competitive  utilities 
marketplace,  and  is  actively  seeking  opportunities  to 
use  these  strengths,  both  domestically  and  interna- 
tionally to  achieve  superior  value  for  shareholders. 
The  company  currently  serves  1.3  million  retail  elec- 
tric customers  in  seven  western  states  and  540,000 
customers  in  Australia.  PacifiCorp  is  recognized  as 
one  of  the  lowest  cost  producers  of  electricity  in  the 
U.S.  PacifiCorp  also  provides  telecommunications 
services  through  530,400  customer  access  lines  in 
1 1  western  and  midwestern  states." 
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Princeton  American 
Corporation 

Princeton  American  Corporation's  two  divisions, 
personal  care  products  and  commercial  real  estate, 
are  rapidly  growing  through  outstanding  acquisitions. 
The  Company  has  now  acquired  three  major  product 
lines  in  the  personal  care  field  and,  anticipates 
growth  of  over  300%  for  the  next  several  quarters  in 
this  high  profit,  multi-billion  dollar  industry.  The  real 
lion,  w  ith  over  60,000  sq.  ft.,  continues  to 
provides  a  solid  financial  base  for  the 
Find  more  about  us  on  the  INTERNET 
@http://www.ssnn.com.  NASDAQ:  PELT 
Investor  Relations  1-800-966-7865 
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The  Southern  Compi 

The  Southern  Company  is  one  of  the 
largest,  best-performing  electric  utility  group 
core  business  operations  in  the  southeastern 
States  and  additional  growth  opportunity 
expanding  international  operations,  the  coi 
goal  is  to  provide  the  best  total  return  to  shan 
in  the  industry. 
Georgia  Power,  the  company's  largest  subsi 
the  Official  Power  Source  of  the  1996  Olympic 
NYSE:S() 

http  //w  w-w-.southernco.com 


A.  Schulman  Inc. 

A.  Schulman  Inc.  is  an  international  supplier  of 
high-performance  plastic  compounds  and  resins. 
Sales  topped  $1  billion  in  fiscal  1995  and  net 
income  reached  another  record  —  the  twelfth  in  the 
past  thirteen  years.  Cash  dividends  were  increased 
by  12  percent  in  January  1996. 
A.  Schulman's  manufactured  compounds  are  used  in 
automotive,  packaging,  electrical,  industrial  and 
consumer  markets. 


Titan  Wheel 
International^  Inc. 

Titan  Wheel  International,  Inc.  (NYSE:71 
leading  global  manutacturer  of  w  heel  and  tirt 
blies  for  off-highway  vehicles  used  in  the  agr 
consumer  and  earthmoving/construction 
Through  strategic  acquisitions  that  strengtl 
complement  its  market  position,  Titan  has ; 
sales  of  $623  million,  a  314  percent  incre 
the  last  two  years.  Titan  has  manufacturing 
tnbution  facilities  throughout  the  U.S.  and' 


Sears,  Roebuch  and  Co. 

Sears,  Roebuck  and  Co.  became  a  stand-alone  retailer 
in  1995,  after  divesting  its  insurance  and  real  estate 
subsidiaries.  Retail  profits  rose  nearly  20  percent  to 
surpass  $1  billion  tor  the  first  time,  and  the  company 
delivered  a  total  return  to  shareholders  of  70  per- 
cent. Through  its  network  of  more  than  800  full-line 
department  stores  and  1,500  off-the-mall  stores, 
Sears  provides  apparel,  home  and  automotive  prod- 
ucts and  related  services  to  more  than  50  million 
households,  and  is  the  nation's  number  one  credit 
provider  among  retailers. 


TriMas  Corporation 

TriMas  Corporation,  a  leading  diversified  i 
turer  of  proprietary  products  for  com| 
industrial  and  consumer  niche  markets. 
Another  Record  Year  in  1995.  During  I 
TriMas  continued  the  successful  executit 
proven  strategies  for  growth  and  achieve 
sales,  operating  earnings,  cash  flow  and! 
per  share. 

Send  for  our  Annual  Report  to  learn  why  w 
1996  will  be  Another  Record  Year. 


SSL 


Sonoco  Products 
Company 

Sonoco  Products  Company  is  a  growth-oriented, 
global  leader  in  the  packaging  industry  with  a 
96-year  record  of  annual  sales  growth  of  13.4%  and 
annual  profit  growth  of  12.6%.  Sonoco's  1995  sales 
were  $2.7  billion,  17.7%  more  than  in  1994.  And, 
1995  earnings  per  share  were  25.2%  more  than 
1994.  Net  income  available  to  common  shareholders 
was  $156  8  million,  28.4%  more  than  1994. 


Richard  A.  Puffer,  Director  -  Corporate  Communication 
Sonoco  Products  Companv  Hartsville,  SC  29550 
Phone:  803-383-7425  Fax:  803-383-7008 


VMARK. 
Cliejit/Scrver  Solutions 
Tor  a  Chanpru;  Landst-ape. 


VMARK  Software,  1 

VMARK  Software,  Inc.,  ( NASDAQ:  YMRN 
headquarters  in  W'estboro,  Mass.,  is  a  globa 
of  client/server  softw  are  and  services.  One  ( 
50  Software  Companies  in  the  world, 
offerings  are  available  in  urtually  all  areas  of 
industrv.  and  government.  Its  product  familj 
the  UniYerse™  RDBMS  server,  Hyp 
object-messaging  middleware,  and  Object 
an  object-oriented  application  developmer 
of  which  are  complemented  b\  a  suite  a 
including  7-day,  24-hour  customer  support 
ing  and  education. 
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Most  wrap  accounts 
ire  lousy  deals 

:  you  don't  have  a  clue  how  to  pick  a  mutual  fund,  you  could  pay  someone  to  do 
pt  for  you.  But  the  fees  can  be  frightful. 


y  Thomas  Easton  and  Julie  Androshick 


XCLUDING  FROM  CONSIDERATION 
fferings  from  out-and-out  crooks, 
hat  is  the  worst  investment  in  the 
niverse?  Quite  possibly  the  fund 
wrap"  account  from  Meridian 
ivestment  Management  in 
nglewood,  Colo. 

This  account  is  for  people  who 
ant  to  be  in  mutual  funds  but  don't 
now  where  to  begin.  Sign  up  and 
du  will  incur  no  fewer  than  five  lay- 
's of  fees. 

The  charges  start  with  up  to  2%  of 
isets  for  an  "origination"  fee — in 
ffect,  a  sales  commission.  With 
hat's  left,  a  Meridian  investment 
(pert  will  put  you  into  stock  and 
bnd  funds  on  its  shopping  list. 
k)st  of  these  funds  are  no-loads, 
at  35  of  them  have  loads  of  3%. 
ext,  Meridian  assesses  an  annual 
aintenance  fee,  as  much  as  2.5%  of 
sets.  This  is  on  top  of  the  expense 
tios  imposed  by  the  funds,  ranging 
om  1.2%  to  2.5%  of  assets  per  year, 
hen  there's  a  "custodial"  fee  of  $90 
i  $200. 

The  total  tab  depends  on  which 
nds  you  get  put  into  and  how  long 
i>u  stay.  But  it  would  be  easy  to  lose 
:/o  of  your  wealth  per  year  in  costs  if 
<>u  invest  through  Meridian.  That  is 
i  staggering  sum.  It  is  over  four 
nes  as  much  as  it  costs  to  stay  in  an 
erage  no-load  fund. 
Bear  in  mind  that  5%  is  about 
iat  you  can  expect  from  stocks 
her  taxes  and  inflation.  (Some  of 
ose  Meridian  charges  may  reduce 
lur  taxes,  but  will  still  eat  up  most 
,  your  return.)  So  if  you  sign  up  for 
oney  management  at  Meridian, 
ere's  a  good  chance  that  fees  will 
nsume  all  of  your  real  return,  leav- 
g  you  with  no  true  profit. 
How  does  Meridian  justify  itself? 
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"I  know  we  look  expensive,"  says 
Craig  Callahan,  chief  investment 
officer.  "Someone  could  buy  and 
hold  some  index  fund  and  do  just 
fine  getting  to  their  retirement  goals. 
I  doubt  our  audience  could." 

Oudandish  fees  haven't  stopped 
customers  from  flocking  to 
Meridian.  Its  assets  in  wrap  pro- 
grams have  grown  from  $300  mil- 
lion at  the  end  of  1994  to  $531  mil- 
lion today. 

Within  the  past  three  years  mutu- 
al fund  wrap  account  assets  have  sex- 
tupled,  to  $19  billion,  according  to  a 
study  by  Cerulli  Associates  and 
Lipper  Analytical  Services.  About 
three  dozen  different  programs  are 
marketed,  mostly  by  large  broker- 
ages and  wholesalers  working 
through  thousands  of  smaller  bro- 
kers. Not  all  of  them  are  as  cosdy  as 
Meridian's,  but  none  are  bargains. 

Are  there  really  that  many  clue- 
less fund  buyers  out  there?  Either 
that,  or  investors  assume  that  the 
fabulous  returns  on  stocks  in  the 
past  year  will  go  on  forever,  so  fees 
don't  matter.  Typical  brokerage 
offering:  You  pay  the  usual  expens- 
es on  the  broker-sold  fund,  then 
pay  another  1.5%  a  year  to  keep  the 
fund  in  a  wrap  account.  What  do 
you  get  for  the  money?  A  modicum 
of  thoughtful  diversification  among 
different  fund  sectors  and  a  mecha- 
nism to  adjust  your  own  portfolio 


as  financial  markets  and  personal 
circumstances  change.  Nothing  you 
couldn't  do  for  yourself  with  a  copy 
of  Forbes'  annual  mutual  fund  sur- 
vey and  a  few  hours'  study  every 
once  in  a  while. 

If  you  must  have  one  of  these 
accounts,  watch  those  fees.  As  with 
full-service  brokerage  commissions, 
so,  too,  with  wraps:  If  you  have  a  lot 
of  money  to  invest  and  threaten  to 
take  your  business  elsewhere,  your 
broker  can  probably  find  a  way  to  get 
you  a  discount  off  the  official  rates. 

Later  this  year  Vanguard  will  intro- 
duce a  program  that,  being  from 
Vanguard,  will  set  a  new  benchmark 
for  economy:  combined  fund  expens- 
es and  fund  selection  advice  below  1% 
of  assets  annually. 

For  a  wrap  program  with  a  broad 
choice  of  funds,  one  of  the  best  deals 
is  from  Signet  Financial  Services  in 
Richmond,  Va.  Signet's  fee  for 
selecting  funds  is  0.9%  annually; 
there  are  no  sales  loads. 

Signet  sells  through  244  bank 
branches  in  Maryland,  Virginia  and 
Washington,  D.C,  as  well  as 
through  the  mail,  over  the  phone 
and  through  CompuServe. 

In  the  old  days  your  broker  would  do 
a  fine  job  of  picking  funds  for  you  in 
return  for  the  sales  commmission. 
Where  did  Wall  Street  get  the  idea  it 
needs  both  commissions  and  annual 
wrap  charges  to  do  die  same  job? 
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Bull  market  babies 


Fidelity  hands  young  talent  a  lot  of  responsibility.  Short 
memories  are  a  virtue  in  bull  markets.  In  bear  markets? 


By  James  M.  Clash  and  Mary  Beth  Grover 


Fidelity  has  a  lot  of  sex  appeal  for 
young  talent.  Start  right  out  of  busi- 
ness school  as  an  analyst  and  make 
$100,000.  Then  land  a  big-time 
fund — earn  maybe  a  half-million. 

That's  a  great  pitch  for  recruiters 
visiting  the  ten  elite  business  schools 
from  which  Fidelity  recruits. 

All  aboard!  Excluding  sector  funds, 
according  to  Morningstar,  at  least  1 1  of 
Fidelity's  28  U.S.  stock  and  balanced 
fund  managers,  running  over  $50  bil- 
lion collectively,  weren't  even  out  of 
grammar  school  at  the  beginning  of  the 
last  real  bear  market  in  1973-74.  At 
least  20  weren't  managing  money  at 
the  time  of  the  1987  crash;  this  latter 
group  now  runs  $  1 50  billion — a  star- 
tling two-thirds  of  Fidelity's  $225  bil- 
lion in  U.S.  stock  and  balanced  funds. 

Contrast  Vanguard,  whose  18  do- 
mestic equity  managers  (excluding 
index  and  sector  funds)  are,  on  aver- 


age, 54  years  old.  All  but  one  were 
managing  money  in  1987. 

"People  who  do  well  here  will  have 
a  chance  to  manage  large  pools  of 
capital.  And  if  they  happen  to  be  29 
years  old,  that's  just  the  case,"  says 
Bart  A.  Grenier,  37,  head  of  one  of 
Fidelity's  equity  groups.  "We  don't 
look  at  age  as  a  criteria.  It's  clearly  a 
meritocracy." 

It  is,  but  it's  a  bull  market  meritoc- 
racy. With  the  market  up  sixfold  from 
its  1982  low,  the  good  times  can't  roll 
forever.  Will  the  imaginative  daring 
that  helps  youngsters  in  bull  markets 
serve  them  as  well  when  the  bull  turns 
lame?  Nobody  knows,  of  course,  but 
one  can't  help  wondering. 

Much  attention  of  late  has  been 
focused  on  how  Fidelity  is  reshuffling 
its  managers  and  on  how  its  market- 
beating  results  may  be  slipping.  But 
such  criticisms  miss  the  bigger  issue  of 
whether  Fidelity's  performance  is  a 
bull-market  phenomenon.  What 
would  happen  to  its  funds  in  a  20% 
market  correction? 


Yet  the  young  hotshots  run  more 
money  than  ever.  As  the  cash  cascades 
in,  people  get  promoted  quickly.  In 
the  1970s  veterans  like  George  Van- 
derheiden  and  Peter  Lynch  spent  nine 
and  eight  years,  respectively,  as  ana- 
lysts before  getting  a  fund.  In  this 
x  roaring  bull  market,  a  Fidelity 
hire  can  be  running  a  fund  after 


just  three  years  as  an  analyst. 

As  the  talent  gets  younger,  the  mon 
ey  under  management  gets  bigger.  Fi 
delity  domestic  equity  fund  manager 
now  run  $8  billion,  on  average,  mor 
than  double  that  of  three  years  ago. 

Jeffrey  Vinik's  first  fund,  in  1989 
had  just  $105  million  in  assets,  and  i 
took  him  two  more  years  before  h 
was  managing  $1  billion.  (He  run 
$56  billion  Magellan  now.)  It  too 
Robert  Stansky  (manager  of  the  Fi 
delity  Growth  Company  Fund)  fou 
years  to  hit  $1  billion.  These  days 
however,  new  fund  managers  can  hi 
$1  billion  their  first  year.  One  newl 
promoted  manager,  C.  Robert  Chow 
35,  is  starting  with  $2  billion. 

We  looked  at  Fidelity's  seven  man 
agers,  35  and  under,  who  manag, 
more  than  $1  billion  apiece  in  domes 
tic  equity.  Five  have  records  of  thre 
years  or  less  running  money. 

That  its  managers  are  so  young  ma 
be  one  reason  Fidelity's  equity  fund 
do  so  well.  You  are  more  fearless  in 
bull  market  if  you've  never  live* 
through  a  1973-74  bear  markel 
when  stocks  dropped  nearly  50%  am 
for  days  on  end  you  couldn't  even  ge 
bids  on  second-tier  stocks. 

Let's  meet  the  kids  playing  in  th 
biggest  sandboxes.  The  unoffici* 
leader  of  the  brat  pack  is  Brian  Posnei 
34,  manager  of  the  $13  billion  Equity 
Income  II  Fund  since  1992.  With  51/ 
years'  tenure  as  a  fund  manager  and 
1987  M.B.A.  from  the  University  c 
Chicago,  Posner  is  the  most  experi 
enced  of  the  crew.  He's  been  success 
ful,  too,  beating  the  market  on  averag 
over  his  tenure.  But  last  year  he  stum 
bled,  lagging  the  market  by  1 1  points 

He  blames  the  1995  result  on  hi 
10%  exposure  in  Japan.  What's  Japai 
doing  in  a  fund  category  that  wa 
synonymous  with  stodgy  high-yield 
ing  bank  and  utility  stocks?  Fidelit 
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Fidelity's  up-and-comers 


C.  Robert 
Chow,  35 

Advisor  Equity- 
Income 
$2  billion 
0.1  years 


Bettina 
Doulton,  31 

Puritan 
$20  billion 
3  years 


Michael 
Gordon,  31 

Retirement 
Growth 
$4.2  billion 
3  years 


Lawrence 
Greenberg,  33 

VIP  Growth 
$6.1  billion 
5  years 


Abigail 
Johnson,  34 

OTC  Portfolio 
$2.5  billion 
3  years 


Brian  Posner, 
34 

Equity-Income  II 
$13.4  billion 
6  years 


Jennifer  Uhrig, 
35 

Mid-Cap  Stock 
$1.4  billion 
2  years 


These  domestic  equity  managers,  still  in  grammar  school  when  the  1973-74  bear  market  began,  all  manage  over  $1  billion. 
In  descending  order:  largest  fund  managed,  total  assets  managed,  years  running  money  (excludes  Select  funds). 


,  was  never  big  on  sticking  rigidly  to 
rules.  Says  Geoffrey  Bobroff",  a  mutual 
fund  consultant  in  East  Greenwich, 
IR.I.,  "Fidelity's  managers  are  given 
i  the  opportunity  to  make  bets." 

Bear  market  experience?  "The 
[crash  question  always  gets  to  me,'1 
(complains  Posner.  He  points  to  his 
!  down-market  experience.  In  1987, 
!  just  after  the  crash,  he  spent  his  days 
[telephoning  Fidelity's  trading  part- 
ners to  ensure  that  they  were  still 
•solvent.  In  1989  he  managed  two 
sector  funds  for  the  insurance  indus- 
try, which  was  then  in  the  tank. 

Posner  sees  himself  as  a  conserva- 
tive value  investor.  Value?  Some  old- 
,  timers  might  question  that.  Once  upon 
a  time,  before  Posner  was  born,  "val- 
'  ue"  in  the  market  meant  a  yield  beating 
,  long  Treasury'  coupons.  You  don't  get 
i  that  in  stocks  today,  not  even  in  an 
(equity  income  fund.  With  long  Trea- 
tsurys   yielding  nearly 

|7%,  the  average  stock   

(yields  2.2%,  and  Pos-  f  M  x^n,  k 
!ner's  fund  only  a  hair 
i more  (2.5%  before  de- 
ducting its  0.8%  overhead). 

If  there's  a  teacher's  pet  at  Fidelity, 
lit  has  to  be  Bettina  Doulton,  31,  a 
1986  math  graduate  of  Boston  Col- 
lege. After  just  33  months  as  a  portfo- 
lio manager,  in  March,  during  Fideli- 
ty's big  fund  manager  shuffle,  she  was 
handed  Fidelity  Puritan,  Fidelity's 
fourth-largest  fund,  with  $17  billion 
En  assets.  Doulton  manages  an  addi- 
tional $3  billion  in  other  funds. 
Doulton's  claim  to  fame:  Her  fund 


was  up  6.5%  in  1994,  a  year  when  the 
average  fund  lost  1.7%.  Also  impor- 
tant to  her  career:  a  three-year  stint  as 
Peter  Lynch 's  research  assistant  a  year 
after  she  joined  Fidelity  in  1986.  After 
that,  she  spent  a  few  years  following  a 
couple  of  industries  (gaming  and 
lodging,  autos  and  tires),  then  was 
handed  two  funds,  Advisor  Equity- 
Income  and  vir  Equity-Income  Port- 
folio. Now  she's  running  $20  billion. 

If  Doulton  is  the  teacher's  pet, 
Michael  Gordon,  31,  could  be  the 
class  daredevil.  The  1987  Tufts  Uni- 
versity graduate  was  recently  named 
manager  of  the  $4  billion  Retirement 
Growth  Fund.  Punishment,  no  doubt, 
for  putting  small -cap  stocks  in  die  con- 
servatively named  $8  billion  Fidelity 
Blue  Chip  Growth  Fund.  He  did  get 
results — for  die  first  two  years.  The 
fund  beat  the  market  by  14.5  percent- 
age points  in  1993  and  8.5  points  in 


1994.  But  last  year  Gordon  lagged  the 
market  by  9.2  points,  mainly  because 
his  stake  in  technology  stocks,  which 
got  as  high  as  39%,  blew  up. 

Gordon  came  to  his  superiors'  (and 
the  world's)  attention  after  his  Select 
Biotech nology  Fund  posted  an  aston- 
ishing 44%  return  in  1990.  Then,  while 
concurrently  serving  as  assistant  portfo- 
lio manager  on  Magellan  in  1991,  he 
steered  his  Select  fund  to  a  dazzling 
99%  return.  After  five  months  running 
stodgy  Select  Chemicals,  at  the  begin- 
ning of  1993  he  became  manager  of 
Fidelity  Blue  Chip  Growth. 

The  old  saying  is  that  financial  genius 
is  a  short  memory  in  a  bull  market.  That 
kind  of  "genius"  got  its  comeuppance 
in  the  late  1960s  and  early  1970s  when 
the  go-go  days  on  Wall  Street  abruptly 
ended,  sweeping  away  many  of  the  era's 
hotshot  money  managers.  Maybe  it  will 
be  different  this  time.  Maybe.  H 
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TOYOTA'S  FIRST  U.S.  operations  began  in  1957,  at  a 
(     small  dealership  in  Hollywood,  California.  Since 


then,  through  continual  investment  here  in  the  U.S., 
we've  grown  to  become  a  major  part  of  the  American 
auto-manufacturing  community.  Today,  Toyota  direct- 
ly employs  over  19,000  Americans,  with  another 
76,000  employed  by  our  dealers.  And  in  the  last  five 
years  alone,  we've  invested  more  than  $60  million  in 
worthwhile  community  organizations  and  charitable 
programs,  especially  in  the  field  of  education.  Our 
cars  may  have  changed  a  lot  since  1957.  But  our  com- 
mitment to  growth  in  America  is  stronger  than  ever. 

INVESTING     IN    THE     THINGS    WE    ALL     CARE    ABOUT.  TOYOTA 

For  more  information  about  Toyota  in  America  visit  our  web  site  at  http://www.toyota.com/antenna/usa.html 
or  write  Toyota  Motor  Corporate  Services,    9  West  57th  Street,  Suite  4900-V2,   New  York,   New  York  10019 
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THE  FORBES /BARRA  WALL  STREET  REVIEW 


BY  JOHN  H.  CHRISTY 


Douglas  Grey,  a  portfolio  manager 
at  Beverly  Hills-based  Pacific 
Financial  Research,  thinks  he's 
found  an  attractive  small-capitaliza- 
tion stock  in  Eaton  Vance,  a  Boston- 
based  mutual  fund  distributor 
recently  trading  at  30J4.  Grey  notes 
that  Eaton's  stock  market  value  is 
anly  1.7%  of  total  assets  managed, 
:ompared  with  3.4%  for  Franklin 
Resources,  Inc.,  the  parent  of 
Franklin  Templeton  Group  funds.  At 
2.5%  of  assets — which  Grey  thinks  is 
not  unreasonable — Eaton  would  be 
worth  more  than  $44  per  share. 
With  an  18%  return  on  equity  and  a 
net  profit  margin  of  18%  in  1995, 
Grey  thinks  the  stock  could  hit  50. 

Grey  also  likes  Cleveland-based 
Defiance  Inc.,  a  maker  of  vehicle 
Darts  that  earned  $6.6  million  (98 
:ents  a  share)  on  sales  of  $93  million 
n  1995  and  sells  for  SlA  a  share. 


The  overall  market 


Special  focus 


Insider  buying  can  be  a  bullish  sign.  The 
Insiders,  a  newsletter  run  by  Norman 
Fosbach  in  Deerfield  Beach,  Fla.,  tracks 
insider  purchases  and  sales  and  runs  this 
information  through  a  proprietary 
model  to  rate  stocks.  The  eight  stocks 
below  show  heavy  insider  buying  over 
the  past  12  months  and  rate  well  on 
Fosbach's  other  investment  criteria. 


The  inside  track 


Company 

Recent 
price 

1996 
est  EPS 

First  Liberty  Financial 

213/4 

$2.15 

OfficeMax 

263/4 

0.90 

Plasti-Line 

8'/8 

NA 

Scientific-Atlanta 

19'/2 

0.51 

Sovereign  Bancorp 

11 

1.12 

State  Auto  Financial 

24!/4 

2.15 

Trans  Financial 

157/a 

1.60 

Uno  Restaurant 

73/8 

0.52 

Sources:  IBES  Express;  The  Insiders. 

The  Barra  All-US  price  index  as  of  4/26/96 


12-month  closeup 


1200 


'86  '87 


'89    '90    '91    '92    '93    '94    '95  '96 


Barra  index 
_ i200-d3y  moving  average 

MJJ    AS0NDJ  FMA 

'95  '96 


Closeup  on  the  markets 


%  change  from 


Index  or  investment 

Barra  All-US  index 

S&P/Barra  Growth  index1 

S&P/Barra  Value  index 

Dow  Jones  industrials 

S&P  500 

NYSE 

Nasdaq 

Am  ex 

EAFE3 

CRB  futures  index 
Gold  (Comex  spot) 
Yen 5  (per  $US) 
Oil  (W  Texas  Intermediate) 


2-week  change 


3.5% 

3.3 

2.0 

0.6 

2.6 

2.5 

7.8 

3.7 

3.1 

0.5 
-1.1 
-2.7 
-8.0 


1  year  ago 

5-year  high 

28.3  % 

0.0% 

30.4 

-2.1 

29.7 

-0.9 

28.8 

-2.1 

27.0 

-1.2 

26.5 

-0.3 

40.6 

0.0 

24.3 

0.0 

9.7 

0.0 

11.4 

-0.1 

0.9 

-6.0 

25.5 

-14.8 

9.6 

-9.5 

The  best  and  worst  performing  stocks 


2-week 

1996 

2-week 

1996 

Best 

Price 

change 

EPS6 

Worst 

Price 

change 

EPS6 

Digital  Link 

173/8 

78% 

$0.40 

EquiMed 

8l/a 

-32% 

$0.45 

ImClone  Systems 

137/8 

68 

NA 

Continental  Circuits 

H!/2 

-24 

1.08 

Oregon  Metallurgical 

31  '/2 

68 

1.18 

Maxicare  Health  Plans 

22 

-21 

1.80 

Vantive 

37 

66 

0.37 

Trans  World  Airlines 

173/4 

-19 

0.81 

Security  Dynamics  Tech 

77  3/4 

57 

0.76 

Datascope 

18'/4 

-18 

1.23 

The  best  and  worst  performing  industry  factors7 


2-week 

Since 

2-week 

Since 

Best 

change 

12/31/95 

Worst 

change 

12/31/95 

Electronics 

10.6% 

16.3% 

Iron  &  steel 

-4.4% 

-4.1% 

Photographic,  optical 

9.9 

12.3 

Aluminum 

-4.0 

3.9 

Business  equipment 

7.7 

18.6 

Precious  metals 

-1.6 

20.3 

Water  transport 

7.7 

13.7 

Health  care 

-1.5 

1.9 

Railroads 

7.2 

6.4 

Pharmaceuticals 

-1.5 

1.8 

)te:  Data  for  period  ending  4/26/96.  The  Barra  All-US  price  index  consists  of  all  publicly  traded  common  U.S.  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on  U.S. 
larkets.  ADRs,  REITs  and  closed-end  funds  are  excluded. 1  Total  return  of  a  portfolio  of  more  than  150  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above-average  earnings 
pwth.  •  Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios. !  A  dollar-denominated  capitalization-weighted  index  of  more 
an  1,1 00  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International. 4  Index  of  21  commodity  futures. 5  Source:  Knight-Ridder  Financial  Publishing.  "Estimate. 
I  'urce:  IBES  Express. 7  Shows  return  to  the  industry  factor  after  controlling  for  other  influences,  including  company  size,  value  and  growth  characteristics.  Multi-industry  firms  have  proportional  contributions  in  two 
|  more  groups.  NA:  Not  available.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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COMMODITIES  REVIEW 


Knight-Ridder-CRB  spot  indexes 


Knight-Ridder-CRB  futures  indexes 


360 


Raw  industrials' 


Precious  metals1 


225 


1992 


1993 


1994 


190 

1995  1996 


BY  ERIC  S.  HARDY 


Quotes  for  grains  such  as  corn  and  wheat  are  at  or  near 
record  highs.  Meanwhile,  higher  petroleum  prices  are 
working  their  way  into  the  gasoline  market  (see  lower 
left).  The  California  Energy  Commission  estimates  that 
refining  volume  for  one  grade  of  gasoline  falls  short  of 
demand  by  46,000  barrels  per  day  in  the  state. 

What  effect  will  all  this  have  on  retail  prices?  Not 
much.  Keep  in  mind  that  conspicuously  absent  from 
these  price  rallies  are  the  precious  metals.  After  some 
upward  movement  a  few  months  ago,  gold,  silver  and 
platinum  have  turned  down  and  are  now  flat  for  the  year. 

A  commodities  report  by  Bear,  Stearns  notes  that 
grains  and  energy  are  overweighted  components  of  the 


Commodity  Research  Bureau's  index,  making  up  6  of  its  1/ 
items.  While  the  crb  index  is  rising,  the  Journal  of  Commerce 
index  (which  is  weighted  according  to  each  commodity': 
economic  impact)  peaked  in  1995  and  has  since  been  on  i 
steady  decline. 

Could  today's  grain  shortage  have  been  prevented?  Richarc 
Loewy,  president  of  agricultural  consulting  firm  AgResourca 
notes  that  36  million  acres  of  U.S.  farmland  have  been  idl^ 
since  1985,  thanks  to  Department  of  Agriculture  policies  thai 
pay  farmers  not  to  grow  crops.  And  programs  to  encourag< 
ethanol  production  divert  grain  from  the  food  chainl 
Meanwhile,  China  is  again  importing — instead  of  exporting-^ 
grain.  Nevertheless,  Loewy  is  encouraged  that  recent  legislai 
tion  will  mitigate  some  of  these  shortage  problems. 


Commodity  spotlight 


Knight-Ridder-CRB  cash  and  futures  prices 


Unleaded  regular  gasoline' (cents  per  gallon) 

$0.74 

0.66 
0.58 
0.50 


8/95 


12/95 


4/96 


Gasoline  futures  have  surged  this 
year.  The  June  1996  contract  for 
unleaded  regular  gasoline  hit  72 
cents  a  gallon,  up  34%  from  three 
months  ago.  Ten  percent  of  that 
increase  came  in  the  last  five  trading 
days.  California  is  the  most  expen- 
sive retail  market,  thanks  in  large 
part  to  taxes  and  fees  of  25.1  cents 
per  gallon,  plus  local  sales  taxes. 


Note:  All  prices  as  of  4/25/96.  'Composed  of  13  raw  industrial  commodities.  Composed 
"Composed  of  17  commodities.  5June  1996  contract.  6Base  for  spot  and  futures  indexes  ( 


Spot  indexes 

Futures  indexes 

Index6 

Value 

3 -no  change 

Index6 

Value 

3-mo  change 

All  commodities 

301.22 

6% 

KR-CRB  index 

261.81 

8% 

Raw  industrials 

336.85 

2 

Precious  metals 

277.75 

-3  ] 

Foodstuffs 

256.10 

11 

Grains 

330.94 

27  ! 

Metals 

303.64 

1 

Industrials 

277.88 

3 

Textiles 

275.55 

-1 

Livestock  &  meats 

228.26 

14  1 

1 

Spot  prices 

Futures  prices 

Commodity 

Price 

3-mo  change 

Commodity 

Price 

3-mo  change 

Copper  scrap  (pound) 

$1.01 

7% 

July  Chi  wheat  (bushel) 

$6.29 

31%  ;j 

Corn  (bushel) 

5.00 

38 

July  copper  (pound) 

1.21 

10 

Print  cloth  (sq  yard) 

0.86 

0 

July  cotton  (pound) 

0.86 

_1  '  1 

Soybean  oil  (pound) 

0.26 

13 

June  crude  oil  (barrel) 

22.20 

30 

Steel  scrap  (short  ton) 

139.50 

-3 

July  platinum  (troy  oz) 

409.10 

-A 

of  the  13  raw  industrial  commodities  plus  10  foodstuffs. 
1967=100).  Source:  Kmght-Ridder  Commodity  Research 


3Gold,  platinum  and  silver. 
Bureau. 
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Every  7/2  seconds  another 
baby  boomer  turns  5o. 


Letirement  looms  closer  and  closer  every  single  day. 
nd  the  sad  fact  is  that  many  Americans— perhaps  most 
r  us— will  retire  with  about  one-third  of  the  assets  we'll 
;ed  to  maintain  our  current  lifestyle. 

Most  Americans  believe  they're  already  saving  as 
luch  as  they  can.  So  we  at  Nicholas-Applegate  offer  a 
triple  solution— to  make  your  savings  work  harder  by 
•vesting  more  aggressively  in  growth  stocks. 

We  call  this  approach  Bridging  the  Gap,  and  we've 
;ed  it  successfully  for  more  than  a  decade  to  help 
br  institutional  clients,  including  some  of  America's 


leading  universities,  foundations,  endowments  and 
corporations.  Now  Nicholas-Applegate  Mutual  Funds 
are  available  to  individual  investors  like  you  to  help 
bridge  the  gap  between  how  you  want  to  spend  your 
retirement  and  how  much  money  you  have  to  spend. 

So  please  don't  let  another  7'/>  seconds  slip  by.  Call 
us  today  for  a  Nicholas-Applegate  Bridging  the  Gap 
fact  kit,  with  a  prospectus  containing  more  complete 
information,  including  management  fees  and  expenses, 
to  read  carefully  before  you  invest  or  send  money. 
Call  toll  free  1-800-551-8043. 


Nicholas 


Applegate"  mutual  funds 


Nicholas-Applegate  Securities,  Distributor  600  West  Broadway,  30th  Floor  San  Diego,  CA  92101 


MF4 


STREETWALKER 


ED  BY  RIUA  ATLAS 


Netscape,  for  less 

N  etsca  pe  Cpmniunica- 

j&fc-    tions,  at  a  recent  6 1  — 290 
times  estimated  1996 
earnings — isn't  for  everyone.  But  if 
you  must  ow  n  this  Internet  super- 
star, buy  its  premium  equity  partici- 
pating securities  (PHI'S). 

The  Netscape  peps  were  issued  by 
Times  Mirror  in  March.  The  compa- 
ny bought  a  2.3%  stake  in  Netscape 
prior  to  its  public  offering  last  August, 
but  can't  sell  its  shares  until  April 
1997.  Times  Mirror  wanted  cash  be- 
fore then,  so  it  issued  1.31  million 
PEPS  linked  to  Netscape  stock.  The 
PEPS  trade  on  the  NYSE  under  the 
symbol  l ME.  They  pay  a  SI .67  divi- 
dend and  mature  in  March  2001. 

At  maturity,  holders  will  get  cash; 
how  much  depends  upon  the  price  of 
Netscape  at  the  time.  If  Netscape 
trades  above  S45.14  at  maturity, 
holders  will  get  87%  of  the  value  of  a 
Netscape  share.  If  the  stock  is  be- 
tween $39.25  and  S45.14,  they  get 
$39.25.  Anything  below  $39.25, 
holders  get  the  value  of  one  share. 

If  you're  bullish  on  Netscape, 
buy  the  PEPS,  says  Daniel  Welch,  a 
convertible  securities  analyst  at 
Bear,  Stearns.  At  Netscape's  current 
price,  the  PEPS  should  be  worth  $53 
each;  they  trade  at  $49.  Add  the  $7 
present  value  of  the  dividends,  and 
the  l'KPS  arc  trading  $1  1  below  their 
worth.  Welch  expects  the  discount 
to  eventually  narrow ,  as  investors 
learn  about  the  Pi  ps.  What  if  Net- 
scape's product  becomes  obsolete? 
PEPS  investors  get  a  dividend.  Hold- 
ers of  Netscape  common  don't. 


Medical  madness 

Companies  that  make 
softw  are  and  information 
systems  for  fast-growing 
HMOs  and  other  health  care  concerns 
have  hit  the  big  time.  We've  got  one 
we  think  you  should  short. 

It's  ($20  million,  12 -month 
sales)  Imnet  $ystems  (imnt),  a  four- 
year-old  company  that  went  public 
at  $12  last  July.  Its  9  million  shares 
trade  at  $33.  That's  a  price/sales 
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ratio  of  15 — mighty  high  for  a  compa- 
ny that  has  yet  to  earn  a  dime. 

.Imnet  makes  and  sells  software 
that  transfers  an  image  of  a  medical 
record  onto  microfiche,  disk  or  oth- 
er equipment.  Bulls  point  to  a  seven- 
year  contract  the  company  inked 
iast  March  with  HBO  &  Co.,  which 
supplies  ox  er  40%  of  the  data  sys- 
tems in  U.S.  hospitals. 

But  the  contract  will  cost  Imnet 
$6  million:  Half  of  that  represents 
money  paid  to  hbo  so  that  its  sales- 
men will  market  the  Imnet  medical 
software  to  hbo's  clients. The  other 
$3  million  will  cover  the  cost  of  re- 
placing existing  clients'  products 
with  linnet's  wares.  That's  a  big  in- 
vestment for  tiny  Imnet.  But  the 
company  hopes  the  contract  will  land 
it  more  business. 

Volpe  Welt)',  the  lead  underwrit- 
er on  Imnet's  ipo  and  recent  second- 
ary offering,  estimates  it  will  earn  30 
cents  a  share  in  1996,  and  69  cents  the 
year  after.  If  so,  that  gives  the  stock 
p/es  of]  10  and  48,  respectively.  Con- 
sidering that  other  imaging  and 
software  companies  are  competing 
for  the  same  business,  Imnet's 
shares  look  rich. 

Shape  up 

A     Bally  Total  Fitness 

Holding  Corp.  (BFIT),  the 
nation's  largest  operator 
of  fitness  centers,  is  a  low-priced  stock 
that  may  double  in  a  year.  Spun  off 
from  its  parent  in  January,  bfit's  1 3 
million  shares  trade  at  57/i6. 

BFIT  is  up  13%  since  the  spinoff, 
but  it's  still  cheap,  says  Mark  Levin, 
head  of  research  at  Los  Angeles  bro- 
ker Dabney/Resnick.  He  also  likes 
bfit's  $200  million  in  13%  notes, 
trading  at  88  cents  on  the  dollar  with  a 
16%  yield  to  maturity. 


but  borrowed  heavily  in  the 
1980s  to  fund  an  expansion  of  its 
clubs:  Debt,  net  of  $21  million  in 
cash,  is  59%  of  total  capitalization. 
BFIT  hasn't  earned  a  nickel  in  years. 

But  Levin  spies  a  turnaround. 
Last  year  Bally  stopped  offering  heav\ 
discounts  on  memberships  if  cus 
tomers  paid  cash  up  front.  That  mean 
more  of  its  members  take  up  to 
three  years  to  pay  for  their  member- 
ships— and  generous  financing  fees 
go  to  BFIT.  Defaults  on  these  pay- 
ments are  dropping,  notes  Peter 
Doyle,  analyst  at  the  Spin-Off  Repo? 
and  another  BFIT  bull.  As  of  Sept. 
30,  74%  of  but's  accounts  receivabh 
were  current,  up  from  69%  at  the 
end  of  1992.  One  reason:  Bally  de- 
ducts more  monthly  payments  di- 
rectly from  customers'  bank  account! 

Levin  expects  BFIT  to  refinance 
SI 50  million  in  debt  secured  by  re- 
ceivables this  year.  That  could  free 
up  at  least  $30  million  in  cash,  whici 
could  be  used  to  pay  down  its  high- 
coupon  bonds.  Meanwhile,  the  mar] 
ket  is  putting  a  composite  price  tag 
on  BFIT  of  5  times  estimated  1996 
operating  income.  (The  composite 
price  refers  to  common  stock  value 
plus  debt  minus  cash;  operating  in- 
come is  earnings  before  interest  aria 
taxes.)  In  contrast,  the  market  val 
Lies  rival  Sports  Club  at  6.8  times  est 
mated  1996  operating  income. 

Gambling  on  Griffin 

A      Rumors  that  fi  t  Corp. 
planned  to  buy  Bally  Entd 
tainment  Corp.  caused  a 
runup  in  Atlantic  City  casino  stocks 
recent  weeks.  But  shares  of  tiny 
Griffin  Gaming  &  Entertainment 
(GGE)  are  still  cheap. 

Controlled  by  former  talk  show 
host  Men-  Griffin,  GGE  owns  the  R< 
sorts  casino.  After  Griffin  bought 
the  property  in  1988,  the  casino  ma 
two  trips  through  bankruptcy 
court.  Now  it's  benefiting  from  a  r< 
coven'  in  Atlantic  City. 

At  a  recent  14V2,  GGE  trades  at  9 
times  estimated  1996  profits.  Cue 
reason:  It  owns  only  one  casino,  ar 
investors  prefer  more  diversified  ga 
ing  companies. 

But  Griffin  has  a  few  cards  up  hi 
sleeve,  says  Andrew  Kaneb,  an  anal 
at  Deutsche  Morgan  Grenfell/C.Ji 
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nee.  He  plans  to  expand  Re- 
>n  4.4  acres  it  owns  next  door. 
'  is  Trump's  Taj  Mahal,  a  major 
n  the  Boardwalk, 
despite  SI 47  million  in 
in  good  financial  shape.  It  had 
llion  in  cash  at  year-end,  and 
3  million  in  tax-loss  carryfor- 
to  shield  it  from  taxes.  Kaneb 
GGE's  shares  will  hit  20  after  the 
on  is  done  in  1998. 

>n  bad  news 

Shares  of  British  tobacco 
giant  B.A.T  Industries  took 
a  whacking  when  a  for- 
ployee,  Jeffrey  Wigand, 
I  in  media  interv  iews  that  an- 
.A.T  executive  lied  to  Con- 
bout  whether  nicotine  was 
e.  At  a  recent  157/i6,  B.A.T's 
isted  ADRs  (BTl)  are  down 
s  year  and  trade  at  only  9.4 
stimated  1996  earnings, 
cheap  for  the  world's  sec- 
'gest  tobacco  company,  says 
rry,  an  analyst  with  Oppen- 
&  Co.  Wigand's  claims  could 
redited  under  oath.  Another 
he  fraction  of  B.A.T's  tobacco 
ng  profits  that  comes  from 
tional  operations — 70%  last 
s  larger  than  that  of  its  com- 
s.  Overseas  smokers  account 
31%  of  Philip  Morris'  oper- 
arnings,  for  example. 
T  has  been  expanding  rapidly 
rging  markets.  In  Brazil  it  con- 
%  of  cigarette  volume.  In 
Europe  and  Russia,  volume  in- 
65%  last  year.  As  a  result  of 
s  strength,  Burn'  thinks, 
shares  will  hit  19  within  the 
months.  Including  the  90-cent 
dividend,  that's  a  29%  gain.  H 


New  signs 
are  not 
enough. 


Ever  notice  how  many  financial  institu- 
tions introduce  new  asset  management 
services  and  call  it  private  banking? 

At  Bank  Julius  Baer  private  banking 
has  been  our  core  business  since  1890. 
We  provide  individually  structured 
portfolios  for  clients  around  the  globe. 

International  wealth  management  is 
our  strength.  Personalized  service  is 
our  commitment.  Just  call: 

New  York: 

Balz  Eggimann  (212)  297  36  00 
Palm  Beach: 

Michael  Blank  (407)  659  44  40 
Los  Angeles: 

Pius  Kampfen  (310)  286  02  01 
Montreal: 

Karel  Nemec  (514)  395  20  20 

JBcoB 


BANK  JULIUS  BAER 

The  Fine  Art  of  Swiss  Private  Banking 

Group  Presence:   Zurich   Geneva   London   New  York   Frankfurt   Lugano   Monaco  Guernsey 
Montreal   Grand  Cayman   Palm  Beach   Los  Angeles   San  Francisco   Mexico   Hong  Kong 


(No  Wonder  We  re  The  Expansion  City) 

Jacksonville  is  more  than  an  NFL  expansion  city.  It's  an 

expanding  international  business  city  The  port,  for  instance, 

is  the  14th  largest  in  the  U.S.  and  is  undergoing  a  $275  million 

expansion.  More  importantly,  it  is  in  an  ideal  position  to  serve  all 

of  South  and  North  America  as  well  as  the  Caribbean.  Add  to  that 

the  three  railroads  and  the  three  major  interstates  and  you 

have  the  best  transportation  hub  in  the  Southeast. 

For  more  information  or  a  copy  of  our  new  16  page 

fact  book,  call  Jerry  Mallot,  Executive  Director  of 

Economic  Development  at  1-800-892-7910. 
THE    EXPANSION  CITY 


acksonville 


ON    FLORIDA'S    FIRST  COAST 

Visit  our  Internet  Web  Site  at  http://www.jaxchamber.com 
This  message  is  a  cooperative  effort  of  the  Jacksonville  Chamber  of  Commerce,  The  City  of  /acksonville, 
Clay  County's  Committee  of  1 00  and  the  lacksonville  business  community. 
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PORTFOLIO  STRATEGY 


Pity  the 
poor  bears 


BY  KENNETH  L  FISHER 


Kenneth  L.  Fisher  is  a 
Woodside,  Calif.-based 
money  manager.  His 
third  book  is  100 
Minds  that  Made  the 
Market. 


Like  the  Fifties,  the  Nineties  have  exceeded 
most  expectations.  Both  decades  started  with 
terrible  investor  sentiment.  In  the  early  1950s 
consensus  held  that  while  we  had  shaken 
depression  during  the  war,  it  was  all  artificial 
and  we  would  eventually  regress  to  a  late 
1930s-type  doldrums  because  capitalism  was 
fundamentally  flawed.  Skepticism  rose  further 
with  the  Korean  War,  inflation  fears  and  the 
relatively  minor  1953-54  recession. 

But  on  July  15,  1954  Forbes  columnist 
the  late  Sidney  Lurie  was  boldly  bullish  in 
what  I  consider  one  of  the  most  visionary 
columns  ever  run  anywhere.  It  was  here  that 
Lurie,  who  would  go  on  to  become  Forbes' 
fourth-longest  running  columnist  ever,  first 
used  a  phrase  that  was  soon  to  become 
famous,  as  he  forecast  that  the  1950s  would 
eventually  be  recorded  as  the  "Fabulous 
Fifties."  He  saw  that  computers,  automation 
and  a  plethora  of  new  products  of  every  kind 
spawned  by  research  would  change  the  world 
and  produce  progress,  not  regression,  in  "a 
truly  New  Era."  One  reason  I  like  reading  the 
old  Forbes  columnists  is  it  reminds  me  I  have 
some  truly  huge  footprints  in  which  to  follow. 

As  with  the  1950s  most  commentators  went 
into  the  current  and  final  decade  of  this  centu- 
ry in  a  glum  mood.  Pummeled  by  the  1970s' 

Most  commentators  went 
into  the  current  and  final 
decade  of  this  century  in  a 
glum  mood. 


massive  recession  and  hyperstagflation,  pundits 
viewed  the  1980s  as  artificially  propped  up  by 
budget  and  trade  deficits,  debt  and  takeovers. 
Starting  with  a  1953-like  relatively  mild  reces- 
sion, and  terrorized  by  inflation  fears  fueled 
from  the  past,  most  forecasters  believed  the 
1990s  must  be  below  average  because  the 
1980s  were  above  average.  Instead,  the  post- 
1982  markets  were  mostly  a  correction  of  the 
1965-82  weak  markets.  The  1990s,  while  not 
appreciated,  have  been  perhaps  the  most  nor- 
mal times  of  the  last  50  years,  while  pundits 
have  frantically  sought  abnormalities,  most  of 
which  are  ghosts.  Our  markets  haven't  been 
kind,  by  and  large,  to  pessimists. 


The  financial  markets  have  done  fine. 
America  has  bested  most  nations,  instead  of 
lagging  them.  As  in  the  1950s,  America  is 
again  clearly  the  world's  leader  in  almost 
every  way  And  the  long-term  bears  are  get- 
ting poorer  and  poorer. 

Overall  these  times  are  very  normal  on 
Main  Street  and  starting  from  such  a  dour 
mind-set  really  quite  wonderful  on  Wall 
Street.  As  early  21st  century  historians  ponder 
the  1990s,  they  are  as  destined  to  be  record- 
ed as  the  "Nifty  Nineties"  as  the  1950s  were 
the  "Fablous  Fifties."  And,  for  many  of  the 
same  reasons  Sid  Lurie  cited  way  back  when. 

Don't  get  me  wrong.  I  expect  bad  things 
to  happen.  Cancer,  taxes,  Bill  Clinton.  Maybe 
a  market  peak  late  this  year  and  a  normal 
recession  in  late  1997.  And  on  with  the 
"Nifty  Nineties."  Until  I  see  actual  signs  of  a 
major  market  peak  right  behind  me,  I'm  bull- 
ish and  want  to  own  big,  cheap  stocks  like: 

The  Equitable  Cos.  (23),  which  is  big  and 
very  strong  in  insurance,  a  field  I  favor  right 
now.  It's  also  cheaper  than  it  seems,  via  con- 
trolling interests  in  publicly  traded 
Donaldson,  Lufkin  &  Jenrette  and  Alliance 
Capital.  Its  63%  Alliance  stake  alone  is  worth 
27%  of  the  Equitable's  total  price  tag.  So  it's 
a  real  bargain,  since  for  the  whole  pie  you  pay 
only  1 3  times  earnings,  1 .4  times  book  value 
and  53%  of  annual  revenue. 

Toronto-Dominion  Bank  (17),  Canada's 
fifth-largest,  sells  for  a  p/e  of  8,  a  4.3%  divi- 
dend yield  and  a  tad  over  book  value.  Note 
its  value.  It's  bigger  than  First  Interstate, 
which  Wells  Fargo  just  acquired,  with  a  better 
relative  competitive  franchise,  yet  you  pay 
only  half  as  many  dollars  as  Wells  Fargo  did 
for  First  Interstate.  Two  other  very  cheap 
Toronto-based  banks  that  look  ripe  now  are 
Canadian  Imperial  (30)  and  Bank  of  Nova 
Scotia  (23).  There  are  some  interesting  post- 
Glass-Steagall  implications  for  these  stocks. 
Look  for  50%  moves. 

Several  readers  write  asking  about 
American  President  Cos.  (24),  suggested  on 
July  4,  1994.  Hang  on.  It  has  gone  nowhere, 
but  I'm  comfy.  It's  actually  a  great  firm,  cut- 
ting costs  while  improving  itself  as  the  world 
leader  in  combined  ocean  and  rail  transport. 
Its  p/e  of  24  is  misleading.  More  reflective 
of  its  value  is  its  price  of  1.3  times  book 
value,  23%  of  annual  revenue  and  4  times 
cash  flow.  I  expect  40. 
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A  FLOW    CONTROL    A  ANVIL/CAN  VIL   A  WINN    VALVES    A  NIMn,^^ 


A  NEOTECHA    A  J.B.    SMITH  A 


Business  as  usual 


Business  at  Tyco 


Wrthout  question,  the  companies  of  Tyco  International  are  hungrier  than  most 
Z J^no/"6  inCentiVeS'  mini-'-d  bureaucracy  and  a  tenacious  workforce  are  feeding  a 
15  /0-200/0  annual  growth  rate.  According  to  a  recent  survey  of  institutional  analysts  Tyco 
ranked  among  the  world's  best  corporations  at  cutting  costs  while  simultaneously 
.mproving  productivity.  Want  to  see  how  we  do  it?  Write  us  for  a  free 
video  and  annual  report  at  RO.  Box  10,  Nutting  Lake,  MA  01865. 


i  simultaneously 

tuca 

U  international  ltd- 


A    UNLEASHING    THE     POWER  WITHIN 


EXETER.  NH 
NY5E-TYC 


DISPOSABLE 


PRODUCTS 


KENDALL 


A  R  M  I  N 


L  U  D  L 


WALL  STREET  IRREGULAR 


A  new  look  to 
an  old  indicator 


Y  MARK  HULBERT 


Mark  Hulbert  is  editor 
of  the  Alexandria  ,  Va.- 
based  Hulbert 
Financial  Digest,  a 
monthly  service  that 
monitors  the  perfor- 
mance of  investment 
advisory  letters. 


One  oh  the  most  reliable  indicators  of  the 
last  century  has  been  completely  wrong  over 
the  last  several  years.  I'm  referring  to  the  divi- 
dend-yield indicator,  which  turned  aggressive- 
ly bearish  four  years  ago  when  the  market's 
yield  dropped  below  3%.  That  was  more  than 
2000  dji  points  ago. 

Does  this  mean  we  have  entered  a  '''new 
era"  where  the  old  measures  don't  apply? 
Many  people  think  so,  but  I  disagree. 

I  don't  buy  this  "new  era"  talk.  There's  a 
much  simpler  explanation  for  this  indicator's 
failure  that  doesn't  involve  stepping  onto 
that  slippery  slope.  The  reason  it  stopped 
working:  Corporate  America  has  increasingly 
chosen  to  distribute  cash  to  shareholders  in 
ways  other  than  paying  dividends.  To  the 
extent  corporations  use  dividends  less  than 
before,  of  course,  the  decline  in  the  dividend 
yield  has  nothing  to  do  with  the  stock  mar- 
ket's valuation. 

There  are  two  ways  corporations  can  dis- 
tribute profits  to  shareholders  while  sparing 

If  a  stock  can  meet  Weiss' 
standards  for  high  yield 
at  a  time  when  high-yield- 
ing stocks  are  rare,  then  it 
is  a  very  good  buy  indeed. 


them  the  confiscatory  double  taxation  of  divi- 
dends: open-market  share  repurchases  and 
cash-financed  mergers  and  acquisitions.  Until 
the  last  decade  these  two  methods  were  rela- 
tively rare.  Dividends  were  far  and  away  cor- 
porations' preferred  method  of  distributing 
cash.  That  is  why  the  dividend-yield  indicator 
used  to  be  able  to  correctly  forecast  the  mar- 
ket's direction. 

But  in  the  early  to  mid-1980s  it  began  to 
dawn  on  managements  that  there  was  a  way 
to  escape  the  high  income  taxes  on  dividends: 
Instead  of  distributing  cash,  they  could  use 
the  cash  to  enhance  the  value  behind  each 
share  of  stock.  It  makes  sense  given  the  fact 
that  it  takes  $3  in  pretax  earnings  to  distrib- 
ute $1  to  a  high- bracket  shareholder.  Today, 
dividends  are  the  least-used  way  corporations 
have  for  distributing  cash  to  shareholders.  No 


wonder  the  dividend-yield  indicator  no  longer 
forecasts  the  market's  direction. 

In  1977,  according  to  Northwestern 
University  Professor  Laurie  Bagwell  and 
Stanford  University  Professor  John  Shoven,  a 
full  79%  of  corporations'  total  cash  distribu- 
tions to  shareholders  came  in  the  form  of  div- 
idends. By  1987  it  had  dropped  to  42%.  And 
by  last  year,  only  about  one-third  of  cash  dis- 
tributions came  in  the  form  of  dividends. 

This  explains  what  heretofore  had  been  a 
mystery:  Why  the  market  over  the  last  five 
years  appeared  to  be  overvalued  according  to 
the  dividend -yield  indicator  yet  merely  fairly 
valued  when  measured  according  to  the 
price/earnings  ratio. 

Corporate  America's  reduced  utilization  of 
dividends  also  has  consequences  for  using  the 
dividend-yield  indicator  as  a  stock-picking 
tool.  This  is  because  fewer  stocks  today  pay 
high  enough  dividends  to  be  considered 
undervalued  by  historical  standards.  By  the 
same  token,  too  many  stocks  now  have  the 
low  dividend  yields  that  used  to  identify'  over- 
valuation. Therefore,  the  dividend-yield  indi- 
cator mistakenly  considers  them  to  be 
overvalued. 

This  makes  sense  of  the  performance  rat- 
ing the  Hulbert  Financial  Digest  has  calcu- 
lated for  Investment  Qiiality  Trends,  edited 
by  Geraldine  Weiss.  This  service  uses  divi- 
dend yields  to  pick  individual  stocks.  Its 
average  undervalued  stock  has  beaten  the 
market  over  the  last  decade.  But  the  service's 
overvalued  stocks  have  performed  precisely 
contrary  to  what  was  expected:  They  have 
performed  well  also. 

So  far,  Weiss  has  resisted  any  suggestions  to 
modify'  the  methods  that  have  serv  ed  her  w  ell 
for  so  long.  In  the  meantime,  though,  we  can 
still  take  advantage  of  the  stocks  that  she 
identifies  as  buy  candidates.  If  they  meet  her 
standards  for  high  yield  at  a  time  when  high- 
yielding  stocks  are  rare,  they  must  be  very 
good  buys  indeed. 

Her  current  favorites  are:  Archer  Daniels 
Midland  (19,  vield  1.1%);  Atlantic  Energy 
(16,  9.5%);  Deluxe  Corp.  (35,  4.2%);  Ennis 
Business  Forms  (11,  5.6%);  Flightsafety 
International  (55,  1%);  John  Harland  (26, 
3.9%);  Lawson  Products  (23,  2.3%,  o-t-c); 
Limited  (20,  1.9%);  Luby's  Cafeterias  (23, 
3.1%);  Russell  Corp.  (26,  1.8%);  and  Super 
Food  Services  (13,  3.1%).  M 
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Annualized  Total 
Return  To  Shareholders  Of  20% 
Over  The  Last  20  Years. 


Providing  shareholder  value 


is  one  of  American  General's 


guiding  principles 


®   For  instance, 


$1,000  invested  in 


the  S&P  500  Index 


AGC 
$37,664 


in  1975  was  worth  $15,229  in  1995. 


Over  the  same  period,  $1,000 


invested  in  American  General 


common   stock   grew  to  more 


than  $37,000  for  shareholders — 


an  annualized  total  return  of  20%. 


0   Headquartered  in  Houston, 


American  General  has  assets  of  $61 


75  80  85  90  95 


billion  and  shareholders' 


equity  of  $5.8  billion. 


0   For  over  8  million 


households,  we  provide 


retirement  annuities,  consumer  loans 


and  life  insurance.  Making  us  one  of 


the  largest,  most  successful  diversified 


financial  services  organizations  in 


the  country.  Q>   For  more  informa- 


tion please  call  (800)  AGC-1111 


Providing  Retirement  Annuities,  Consumer  Loans,  Life  Insurance  And  Shareholder  Value. 


STOCK  TRENDS 

Take  a  vacation 


BY  LASZLO  BIRINYI  JR. 


Laszlo  Birinyi  Jr.  is 
president  of  Birinyi 
Associates,  a 
Greenwich,  Conn.- 
based  financial  con- 
sulting firm. 


The  stock  market  has  made  a  lot  of  noise 
of  late  but  not  much  progress.  The  NYSE's 
trading  collar,  which  is  instituted  when  there 
is  a  50-point  move,  has  been  called  upon  42 
times  on  36  days  this  year.  Up,  down,  up, 
down,  but  going  nowhere.  Since  early 
February  we  have  been  trading  in  the  range 
of  5400  to  5700.  In  January  1995  there 
were  33  instances  when  an  S&P  stock  moved 
3%  or  more  in  a  single  day;  a  year  later  there 
were  130. 

I  expect  this  trading  range  to  continue  for 
the  next  three  to  six  months,  frustrating  both 
investors  and  columnists.  And  I  expect  the 
volatility  to  get  worse. 

The  volatility  is  a  function  of  some  factors 
that  are  not  likely  to  go  away:  The  first  of 
these  probably  is  that  the  world  is  getting 
more  complicated  with  technology,  leaving 
investors  dependent  on  a  handful  of  analysts 
to  interpret  such  things  as  symmetrical  mul- 
tiprocessing, ISDN  or  Asynchronous  Transfer 
Mode  (atm)  and  the  like.  When  an  analyst 
says  sell,  everybody  sells.  Only  these  analysts 
and  writers  can  claim  to  discern  what  makes 
Yahoo  worth  two  or  three  times  more  than 
it  was  24  hours  before,  or  who  compre- 
hended the  difference  between  a  gigabyte  or 
a  terabyte. 

Volatility  is  also  increasing  because  money 
managers  are  less  committed  to  their  stocks 
and  are  increasingly  treating  them  as  com- 
modities or,  as  the  old  Wall  Street  story  goes, 
trading  sardines.  For  years  the  bears  have 
argued  that  this  generation  of  managers  has 
not  lived  through  a  bear  market.  Okay,  but  I 
am  more  concerned  about  the  fact  that  too 
many  managers  don't  really  know  their  stocks 
and  seem  to  buy  on  whim. 

In  addition,  the  ownership  of  stocks  is  con- 
tributing to  volatility.  Twenty  years  ago  the 
major  institutions  were  pension  plans  and 
trust  departments.  In  those  days,  if  a  stock 
had  a  bad  quarterly  report,  the  trust  depart- 
ments or  large  funds  were  likely  to  buy 
100,000  shares  to  add  to  the  2  million  shares 
or  so  that  they  likely  had.  Today,  however, 
the  dominant  force  is  mutual  funds,  and 
when  IBM  or  Caterpillar  stubs  its  toe,  instead 
of  adding  to  the  50,000  shares  it  already 
holds,  the  fund  is  more  likely  to  just  sell  the 
darn  thing. 

Volatility  in  other  areas  is  likely  creating 
instability  in  stocks.  On  the  long  bond,  514% 


looks  less  likely;  7%  more  likely.  So,  too, 
with  the  economy,  which  seems  to  be  accel- 
erating, though  the  expectation  at  the 
beginning  of  the  year  was  for  more  soft 
landing. 

Last,  volatility  is  increasing  because  there  is 
nothing  for  sale.  A  year  ago  it  took  about 
$  1 1  million  to  move  the  market  up  $  1 .  Today 
it  takes  only  $3  million.  Part  of  that  is 
because  even  managers  who  don't  like  the 
market  have  been  reluctant  to  sell,  lest  the 
market  take  off  and  leave  them  in  the  dust. 

We  are  in  for  a  market  that  will  make  you 
tear  your  hair  out. 

For  most  individuals,  I  would  suggest  that 
this  is  a  good  time  to  buy  quality  issues  and 
forget  about  the  market.  Of  these  I  would 
begin  with  IBM  (107).  The  general  decrease 
in  1996  expectations  (most  analysts  cut  their 
earnings  forecast  by  about  $1  a  share)  didn't 
warrant  a  price  decline  of  17.  The  low  esti- 
mate on  The  Street  is  around  $11,  and  at 
105  a  share  that  works  out  to  less  than  10 
times  earnings.  It  is  a  plus  that  a  number  of 
analysts  have  downgraded  the  stock.  While 

Hold  your  good  stuff  and  go  away 
for  a  while. 


they  could  knock  it  down  again,  they  could 
also  upgrade  it.  My  downside  for  the  stock  is 
only  104,  while  the  upside — in  the  near 
term — is  147.  If  you  buy  at  the  low  end, 
however,  don't  feel  obligated  to  hold  for  the 
last  %  or  V*. 

Traders  should  consider  Wells  Fargo  (243). 
My  trading  parameters  for  this  stock  are 
between  240  and  300.  But  if  long  rates  go 
through  7%,  stay  away.  For  a  possible  rally  in 
the  bond  market,  I  like  Aetna  (71). 

I'm  inclined  to  like  John  Deere  (39)  as 
well.  The  stock  was  sold  when  Caterpillar  dis- 
appointed the  analysts,  but  then  Caterpillar 
always  disappoints  the  analysts. 

And  I  am  starting  to  see  buying  in  Philip 
Morris  (90),  Institutions  especially  are  active 
While  I  can't  intelligently  comment  on  the 
legal  circumstances,  from  the  market's  view- 
point, the  stock  is  very  attractive  and  pays  a 
dividend  that  is  not  likely  to  be  a  victim  of 
the  market's  volatility. 

There's  an  old  axiom  about  the  market: 
Sell  in  May  and  go  away.  I  would  modify 
this  to:  Hold  your  good  stuff  and  go  away 
for  a  while. 
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ADVERTISEMENT 


Dealerscope  Consumer  Electronics  Marketplace 

Products  of  the  Month 


TOSHIBA 

Nickel  Metal  Hydride  Battery  Spot 

llbshiba  introduces  the  first  Nickel 
fvietal  Hydride  (Ni-MH)  replace- 
ment batteries  in  the  United 
i; States.  This  reusable,  powerful, 
1  ong  lasting  energy  source  can  be 
used  anywhere  alkaline  or  nickel 
hadmium  AA  batteries  are  currently  used  and  may  be 
recharged  up  to  500  times.  For  more  information  on 
Sroshiba's  Ni-MH  line  of  batteries,  please  call  1-800-631-381 1 . 

SAMSUNG 

;  Sens  810  Multimedia  Notebook 

Featuring  Samsung's  unique, 
lergonomic  Signature™ 
([adjustable  keyboard,  the  new 
BjENS  810  is  the  ultimate 
Inultimedia  notebook  for  at 
iiome  or  on  the  go  computing 
Configurations  starting  at 
fe2,999  offer  today's  most  essen- 
Uial  multimedia  and  communications  features  including  a 
I  00MHz  Pentium®  processor,  4X  CD-ROM  drive,  13  GB  hard 
nisk  drive,  an  1 1  3-inch  SVGA  Dual  Scan  color  screen  and 
long-life  Lithium  battery.  For  more  information,  please 
hall  I -800-933-41 10 

fOSHIBA 
JD-3006  DVD  Player 

roshiba's  revolutionary  SD-3006  DVD 
[°layer  is  an  unprecedented 
(evolution  in  multimedia  and  home 
entertainment  A  feature  length 
Inovie  fits  on  a  single  5"  DVD  disc 
ii/ith  digital  video  and  digital  Surround  Sound  audio  that 
prings  the  movie  theater  experience  home  Toshiba  DVD 
blayers  offer  a  full  complement  of  advanced  features  and  wil 
tie  available  this  summer.  For  more  information,  please 
fall  1-800-631-3811. 


UNIDEN 

900mhz  Wireless  Phone  for  Your  Office 

The  NOR9500  digital  wireless  phone 
interfaces  with  your  NORSTAR  PBX 
system  and  operates  in  parallel  with  the 
traditional  desk  set  telephone  terminal 
The  handset,  which  weighs  only  8  4 
ounces,  can  use  an  optional  headset  for 
hands-free  operation.  With  Uniden's 
NOR9500,  you  can  have  the  same  convenience  of  your  home 
cordless  phone  in  a  high  quality,  digital,  900mhz  phone  for 
your  office.  For  more  information,  call  (817)  858-3300 


NEC  AMERICA,  INC. 
TalkTime®  800™  Series 

NEC  America,  Inc.  develops,  manufac- 
turers, and  markets  a  complete  line  of 
wireless  communications  products 
including  its  newest  line  of  numeric 
cellular  phones,  the  TalkTime®  800™ 
series.  These  phones  offer  1 35 
minutes  of  continuous  talk  time,  24 
number  memory,  two  NAMS,  full/ 
partial  locking  capabilities,  and  many 
other  easy-to-use  features.  Fore  more 
information,  call  1-800-421-2141. 

DIRECTV 

Satellite  TV  At  Its  Best 

With  the  1 8"  DSS  dish  of  your  choice 
and  DIRECTV,  you'll  get  more  sports 
and  entertainment  than  you  ever 
dreamed  possible.  Get  up  to  175 
channels  in  digital  picture  and  sound, 
including  most  of  your  favorite  cable 
channels,  and  over  55  different  pay- 
per-view  movies  every  night  For  more 
information,  visit  your  local  consumer 
electronics  or  satellite  dealer,  or 
call  1-800-DIRECTV. 
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MARKET  TRENDS 


Has  Buffett 
topped  out? 


BY  MARTIN  SOSNOFF 


Martin  Sosnoff  is  chief 
investment  officer  of 
Atalanta/Sosnoff  Capital 
in  New  York  and  author 
of  Silent  Investor  Silent 
Loser. 


At  the  risk  of  being  accused  of  sacrilege,  I 
predict  that  Warren  Buffett's  reign  as  the  iron 
man  of  the  investment  world  may  be  peaking. 
Like  a  great  Bordeaux  vintage,  say  1945  or 
1961,  he's  likely  to  plateau  soon  and  then  fol- 
low a  gentle  downward  arc  over  the  next 
decade.  Last  year,  4,000  shareholders  and 
hangers-on  overflowed  the  ballroom  of  the 
Omaha  Holiday  Convention  Center  to  feast 
on  Buffett.  This  May  expect  5,000.  Polaroid's 
meetings  in  the  Sixties  and  Seventies  were 
comparable  touches  of  Americana — until 
Edwin  Land  ran  out  of  new  toys  to  show  his 
constituency.  I  promise  you  that  when  Buffett 
rents  Madison  Square  Garden  to  accommo- 
date 19,000  fans,  the  short-sellers  will  step  in. 
With  attendance  compounding  at  25%,  we 
are  talking  about  2001  or  sooner. 

You  can't  deny  he  has  earned  his  celebrity. 
After  a  close  textural  reading  of  gm's  annual 
report,  the  magnitude  of  Buffett's  achieve- 
ment stands  awesome  in  its  simplicity  of  exe- 
cution and  freedom  from  corporate  bureau- 
cracy, gm  earned  $6.9  billion  in  1995,  a 
good  year.  The  net  worth  of  Berkshire 
Hathaway  rose  $5.3  billion,  or  45%.  Yet  it 
takes  745,000  employees  to  turn  gm's 
wheels.  Buffett  operates  out  of  the  heartland 
with  a  couple  of  pencil  sharpeners  and  yellow 
pads.  Berkshire  Hathaway's  growth  in  per 
share  book  value  has  compounded  at  23.6% 
for  30  years.  Great  growth  companies  like 
Microsoft  sport  returns  on  reinvested  profits 
that  are  50%  higher  than  Buffett's  but  over  a 
shorter  time  span. 

But  there  are  vulnerabilities.  Buffett  now 
owns  100  million  shares  of  Coca-Cola  with  a 
$6  billion  unrealized  gain.  The  Buffett  port- 
folio is  a  handful  of  equities  worth  $22  billion 
at  year-end — $23  billion,  including  Salomon. 
You  can  scratch  Buffett's  portfolio  on  the 
back  of  an  envelope  and  leave  plenty  of  white 
space.  Aside  from  the  growing  question  of 
whether  Buffett's  holdings  will  ever  underper- 
form,  almost  $17  billion  in  unrealized  gains 
makes  him  a  prisoner  of  his  success.  Too  rich 
to  consider  divorce,  the  capital  gains  tax  of  $5 
billion,  were  he  to  liquidate  the  portfolio, 
would  dent  the  country's  deficit.  If  capital 
gains  taxes  are  ever  indexed  for  inflation, 
Buffett  sails  home  free. 

The  Berkshire  annual  report  is  a  corny 


manipulation  of  his  shareholder  constituen- 
cy. Earnings  for  the  operating  companies, 
flat  to  down  last  year,  are  an  irrelevant 
appendage,  a  smokescreen  covering  his 
massive  equity  commitments  about  which 
he  tells  you  nothing,  except  that  he  likes 
the  managements.  The  future  of  Berkshire 
Hathaway  is  linked  to  case  sales  of  Coca- 
Cola,  not  to  the  Nebraska  Furniture 
Market  and  the  Buffalo  News.  It  is  only  in 
the  footnotes  that  Buffett  clarifies  his 
insurance  business:  almost  $8  billion  in 
policyholders'  liabilities.  With  the  acquisi- 
tion of  Geico,  Berkshire  Hathaway  is  a 
major  player  among  property-casualty 
underwriters.  Is  this  a  business  that 
deserves  a  Berkshire  Hathaway-level  market 


premium 


The  day  Buffett's  health  falters,  the 
overnight  markdown  on  Berkshire 
Hathaway  could  count  up  to  25%, 
and  the  stock  would  still  be  rich  at 
2  times  book  value. 


Till  now,  nobody  but  Buffett — neither  his 
biographers  nor  securities  analysts — has  sug- 
gested that  the  premium  for  owning  him 
may  be  out  of  hand.  Berkshire  Hathaway  as 
a  stock  peaked  earlier  this  year  at  $38,000  a 
share,  a  market  value  of  $43  billion.  Book 
value  approximates  $15,000  a  share.  (I  have 
marked  to  market  the  year-end  portfolio,  up 
slightly  to  date.)  In  short,  between  214  and  3 
times  book  value,  damned  pricey  consider- 
ing that  personal  holding  companies  nor- 
mally sell  at  a  discount  or  near  asset  value. 
Loews  comes  to  mind,  and  Larry  Tisch  is 
pushing  75. 

Let's  say  Buffett  is  good  for  another  ten 
years  of  high  intensity  investing  with  no 
health  issues  cropping  up.  There  is,  alas,  no 
key  man  insurance  that  can  cover  this  risk. 
The  day  Buffett's  health  falters,  the  overnight 
markdown  on  Berkshire  Hathaway  could 
count  up  to  25%,  and  the  stock  would  still  be 
rich  at  2  times  book  value.  Straw-in-the-wind: 
The  stock  is  12%  off  its  high  in  a  market  still 
showing  an  upward  bias.  A  combination 
punch  of  a  weak  market  for  interest-sensitive 
holdings  like  American  Express  and  Freddie 
Mac  could  see  Buffett's  portfolio  struggling 
for  blue  skies.  Coca-Cola,  at  25  times  the 
1997  consensus,  is  conjectural  until  its  Latin 
American  business  brightens.  Unless  Buffett 
uncovers  another  Coca-Cola,  his  premium 
over  book  value  has  topped  out  and  sinks,  like 
Venice,  gently  into  the  mud.  ■■ 
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A  golden  opportunity 


BY  JOHN  BRIMELOW 


John  Brimelow  is 
director  of  interna- 
tional equities  for 
BV  Capital  Markets, 
Inc.,  the  New  York 
brokerage  arm  of 
Bayensche 
Vereinsbank, 
Germany's  third- 
largest  bank. 


There  has  been  plenty  of  excitement  in  the 
world  of  gold  and  gold  shares  so  far  this  year. 
The  gold  bugs  experienced  euphoria  in 
January  as  the  metal  broke  out  of  a  two-year 
trading  range,  cleared  $400  and  touched 
$4 1 7,  only  to  relapse  into  despondency  as  all 
these  gains  had  evaporated  by  late  April. 
Exploration-oriented  players  ("rockhounds"), 
in  contrast,  had  a  wonderful  time.  Their  flag- 
ship plays  continued  to  astonish.  Bre-X,  prob- 
ably this  generation's  biggest  gold  find, 
recently  reached  $190  (Canadian,  the  stock 
only  trades  in  that  country),  a  72 -fold  move 
in  16  months. 

Oddly,  in  all  the  drama,  a  major  shift  in 
one  of  the  gold  industry's  key  parameters,  the 
South  African  exchange  rate,  has  been 
ignored.  Starting  in  mid-February,  the  rand 
slid  some  16%,  easily  offsetting  gold's  decline. 
This  means  that  even  though  the  dollar  price 
has  relapsed,  the  mines  are  getting  record 
prices  in  rand.  In  a  relatively  low-margin 
industry  (as  South  Africa's  now  is)  the  impact 
is  enormous.  Even  blue  chip  mines  face  a  50% 
increase  in  profitability  in  dollars,  while  the  mar- 
ginals should  see  profits  multiply.  Yet  the  South 
African  gold  shares  have  gone  down.  Why? 

The  answer  is  not  simply  gold.  Shares  in 
other  South  African  exporting  industries — 
coal,  platinum,  granite,  steel,  ferro-alloys — 
have  been  similarly  sluggish.  Yet  ten  years 
ago,  during  a  series  of  precipitous  drops  in 
the  exchange  rates,  "rand  hedge"  stocks — the 
beneficiaries  of  this  process — could  be  relied 
on  to  react  instantly  and  powerfully.  Has  any- 
thing changed?  Or  could  this  poorly  under- 
stood and  frequently  neglected  part  of  the 
gold  equity  world  be  about  to  stage  one  of  its 
phases  of  abrupt  outperformance? 

I  think  so.  General  circumstances  are  favor- 
able. Gold,  at  $390,  is  down  to  levels  at 
which  physical  demand  for  jewelry  and  invest- 
ment purposes  becomes  intense.  Reflation  in 
China  and  Europe  suggests  further  reinforce- 
ment of  this  floor,  which  has  been  steadily  ris- 
ing since  late  1992.  A  return  to  late  January 
gold  prices  with  the  present  exchange  rate 
would  give  a  further  dramatic  boost  to  mine 
earning  power. 

Moreover,  frothiness  in  the  exploration  sec- 
tor is  getting  extreme.  Inconclusive  drilling 
results  add  hundreds  of  millions  in  market  cap- 
italization to  previously  tiny  companies  in 
moments.  Gold-prospecting  companies  are 


being  treated  as  if  they  were  high  technology 
stocks.  There  have  been  no  recent  disasters, 
and  discoveries  will  no  doubt  happen  occasion 
ally,  but  a  boil-over  and  relapse  seem  overdue. 

So,  what's  holding  back  the  South  African 
gold  stocks?  Why  aren't  South  Africans  buy- 
ing them  as  a  hedge  against  a  weakening 
rand?  Because  after  the  election  of  Nelson 
Mandela  in  April  1994,  the  financial  estab- 
lishment basked  in  the  floods  of  foreign  cap- 
ital, buoying  the  currency  and  industrial 
equities,  driving  the  local  bond  market  to 
new  highs,  and  pleasantly  multiplying  the 
foreign  value  of  local  brokerage  firms  and 
financial  talents. 

Suddenly  the  flood  stopped.  This  shattered 
local  confidence.  I  believe  foreign  selling  in 
South  African  bonds  had  more  to  do  with  a 
shift  in  global  asset  preferences  than  with  any 
particular  South  African  event.  But  the  locals 
are  terrified.  And  rand  bearishness,  easy  when 
incorporating  disdain  for  apartheid,  now 
threatens  cherished  assumptions. 

For  a  parallel,  let's  look  at  Mexico.  When 
the  Mexican  peso  slumped  in  late  1994,  the 
big  Mexican  silver  producers  (Industrias 
Penoles,  San  Luis  and  Industrial  Minera 
Mexico)  slumped  as  well,  despite  the  fact  thai 
a  cheaper  peso  meant  much  greater  profits 
from  exports.  But,  eventually,  they  surged 
150%  in  1995.  Recognition  of  comparable 
situations,  hopefully  combined  with  stronger 
gold  and  cooling  exploration  enthusiasm, 
could  similarly  help  S.A.  golds  in  1996.  You 

You  do  not  have  to  be 
bullish  on  South  Africa, 
or  bullish  on  gold,  to  see 
that  South  African  gold 
stocks  are  a  buy. 


do  not  have  to  be  bullish  on  South  Africa,  or 
bullish  on  gold,  to  see  that  South  African 
gold  stocks  are  a  buy. 

I  like  the  unhedged  and  "marginal"  shares 
Kloof  and  Blyvooruitzicht  (Nasdaq,  klofy 
and  blyvy);  Durban  Deep  and  Randgold 
(pink  sheets).  Unfortunately,  there  are  no 
pure  South  African  gold  funds  any  more. 
However,  Gabelli  Gold  and  International 
Investors  are  two  funds  that  have  heavy  expo 
sure  to  the  unhedged,  and  therefore  sensitive 
components  of  the  sector. 
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Tune  in  to  a  special  series 
from  the  Forbes  Conference 


INNOVATIVE 
STRATEGIES 
FOR  THE 
21st  CENTURY: 

Creating  &  Managing 
New  Growth  Partnerships 

Visionary  leaders 
share  insights 
regarding  extraordinary 
partnership  strategies 
that  are  reshaping 
private  &  public  enterprise. 


On  your  local  public  television  station 
May  14, 15,  &  16 


NIGHTLY 
BUSINESS 

Television's  most-watched  daily  business  news  program, 


Nightly  BusinesssReport  is  produced  by  WPBT2/Miami  in  association  with  Reuters.  Nationally  underwritten  by 
Digital  Equipment  Corporation;  A.G.  Edwards,  Inc.;  The  Franklin  Templeton  Group  &  Public  Television  Stations  nationwide. 
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Knees  together  and 
swing  to  the  right 

Would  you  buy  a  European  sports  car  if  the  prices  were  lower? 
Jaguar,  BMW,  Mercedes  and  Porsche  are  betting  on  it. 


By  Jerry  Flint 

"We  wan  i  the  message  to 
be:  "  This  car  is  drop-dead 
gorgeous,  ['ve  got  to  go  see 
it,' "  says  Nick  Scheele, 
chairman  and  chief  execu- 
tive of  Jaguar  Cars  Ltd. 

Scheele's  Jaguar  XK8 
sports  car  is  one  of  four  new 
roadsters  European  manu- 
facturers are  introducing  to 
the  U.S.  market.  This  new 
breed  of  two-seater  is  priced  right  for 
a  change,  about  the  same  as  upper- 
class  sports  utility  vehicles. 

bmw  's  Z3  is  in  showrooms  now  and 
i here's  already  a  six-month  waiting 
list.  This  two-seater  is  built  in  BMW's 
new  South  Carolina  plant  and  carries 
a  1.9-liter,  138hp,  four-cylinder  en- 
gine. Prices  start  at  $28,750,  but  you 
can  run  that  up  to  $33,000  with 
metallic  paint  ($475),  leather  uphol- 
stery ($1,150),  heated  seats  ($500), 
traction  control  ($1,100)  and,  of 

Porsche  Boxster,  about  $40,000, 


course,  a  wooden  steering  wheel 
($650).  Half  the  fun  of  having  a 
sports  car  is  dressing  her  up. 

Jaguar,  owned  by  Ford,  of  course, 
will  start  selling  its  new  XK8  in  Octo- 
ber. It  comes  in  two  versions,  hardtop 
and  convertible,  both  2+2 — meaning 
that  they  have  a  tiny  backseat  just  big 
enough  for  the  schnauzer.  The  new 
Jags  are  reminiscent  of  the  famous  E- 
type  Jags  of  the  1960s,  and  they  sport 
new,  very  peppy  engines  with  32- 


valve,  4-liter  V-8s.  Can't  decide  on 
manual  or  automatic  transmission 
The  XK8  comes  with  a  5 -speed  auto 
matic  transmission  that  can  also  bi 
used  as  a  manual  shifter.  The  XK8s  arj 
the  most  expensive  of  the  new  sport 
cars,  probably  around  $65,000. 

Porsche  weighs  in  with  its  nev 
Boxster  model,  which  will  go  on  salj 
in  Germany  in  November  and  in  th 
U.S.  by  January  1997.  Price?  Jus 
under  $40,000  to  start.  The  Boxster  i| 
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mid-engined — most  sports  cars  are 
front-engined — yet  has  a  cargo  well 
i  room\'  enough  for  a  couple  of  suit- 
leases  or  two  sets  of  golf  clubs. 

Mercedes  introduces  the  SLK  in  Eu- 
I  rope  this  fall  and  promises  delivery  in 
the  U.S.  before  spring  of  1997.  This 
roadster  will  cany  a  supercharged  2.3- 
liter,  191  hp  engine,  but  the  most 
impressive  feature  will  be  on  the  out- 
side— a  retractable  hardtop.  "This  is  a 
year-round  roadster,  not  just  one  you 
drive  to  the  beach  and  park  for  the  rest 
of  the  year,"  says  Joe  Everhardt,  vice 
president  of  marketing  for  Mercedes 
in  the  U.S.  The  slk  is  expected  to  sell 
in  the  low  $40,000s,  a  low-rent  dis- 
trict for  Mercedes. 

The  new  sportsters  are  bucking  a 
trend:  Sports  car  sales  have  crumbled 
in  the  U.S. — 88,700  last  year,  com- 
pared with  250,000  in  1986.  Lack  of 
market  or  a  lack  of  product?  Both. 

The  Japanese  are  pulling  out.  The 
Nissan  300  ZX  and  Mazda's  RX-7 
1995  models  are  being  sold  from 
inventor)'.  When  they  are  gone,  that's 
it.  Toyota's  MR2  went  last  year. 


BMW  Z3  starts  at  $29,000 


The  most  popular  low-end  sports 
cars  in  the  U.S.  today  are  the  cutesy 
Mazda  Miata  roadster  and  the  Honda 
del  Sol,  which  sell  for  $15,000  and 
up,  much  less  than  any  of  the  new 
entries.  But  they  are  not  high-perfor- 
mance cars.  Their  annual  sales  have 
stalled  at  about  20,000  each. 

Detroit?  There's  the  venerable 
Chevy  Corvette  (about  $40,000)  and 
Chrysler's  snazzy  but  marvelously  im- 
practical Dodge  Viper  ($60,000). 
But  Detroit  has  no  new  two-seaters 
on  the  horizon. 

Unless,  that  is,  you  count  the  Ply- 
mouth Prowler.  It's  not  a  sports  car, 
but  it's  sure  enough  for  sports.  The 
Chrysler  entry  is  a  neo-retro  hot  rod 
roadster,  a  throwback  to  the  street 
rods  of  the  1950s.  It  should  be  priced 
in  the  $35,000  range  and  will  be 
available  next  spring. 

Why  have  the  American  builders 
pretty  much  left  the  sports  car  mar- 
ket to  the  Europeans?  They  figure 
that  it's  not  big  enough:  Europeans 
build  for  the  world  markets;  Detroit 
designs  and  builds  cars  for  the  U.S. 


market.  Say  that  BMW  needs  to  sell 
60,000  Z3  cars  to  make  money.  BMW 
may  sell  half  here  and  half  around 
the  world.  But  if  a  Detroit  company 
needs  60,000  sales,  most  of  the  cars 
would  have  to  be  sold  here,  and  the 
market  doesn't  look  that  rich  to  the 
automakers. 

Mercedes  thinks  the  U.S.  market 
may  be  bigger  than  Detroit  does. 

"We  see  [  buyers  from]  two-,  three 
and  four  car  households,  aged  up  to 
the  mid-40s,  incomes  from  $80,000 
to  $100,000,  and  lots  of  women," 
says  Mercedes'  Everhardt. 

New,  low  er  prices  are  key.  "We're 
not  generating  a  new  segment.  The 
difference  is  that  the  [traditional]  Jag 
or  the  Porsches  were  not  affordable," 
he  adds. 

Will  latter,  stiffer- limbed,  aging 
baby  boomers  be  able  to  squeeze  into 
these  sports  cars?  Frederick  Schwab, 
president  and  chief  executive  of 
Porsche  Cars  North  America,  laughs. 
"Plunk  vour  body  down,  keep  your 
knees  together  and  swing  to  the 

right."  mm 


Infrequent 
flier  blues 


There  are  about  3  trillion  unredeemed  frequent 
flier  miles  out  there.  That's  why  you  can't  get 
on  popular  flights. 


Having  finally  amassed  50,000 
miles  on  my  American  Express 
card  after  years  of  diligent  use,  I 
wanted  to  cash  them  in  for  a  flight 
to  Paris  this  summer,  preferably  in 
June.  On  my  computer,  I  checked 
out  my  options:  Both  Delta  and 
Continental  had  plenty  of  flights 
from  New  York,  and  both  accept 
AmEx  miles. 

Thirty  attempts  to  reach  Delta's 
frequent  flier  desk  over  a  period  of  a 
week  were  unsuccessful,  but  I 
reached  Continental  right  away. 
"The  whole  summer's  pretty  much 
sold  out,"  the  reservations  clerk  told 
me.  "Hold  on,"  he  said,  "there  is 
one  coach  seat — if  you're  willing  to 
part  with  50,000  miles — on  a  July 
30  flight.  Just  so  you  know,  I'm 
booking  flights  for  February  and 
March  now." 

After  more  fruitless  attempts  to 
reach  Delta,  I  tried  American  Airlines, 
where  I  also  have  a  miles  account. 
How  many  miles,  I  wasn't  sure.  Some 
had  expired.  American  had  room  on 
exacdy  two  flights  from  New  York  to 
Paris  in  June,  on  the  12th  and  the 
18th — through  Boston.  Return 
flights?  On  June  14  (through  Boston) 
and  on  June  18 — then  nothing  until 
July  23.  Impossible  scheduling,  but  I 
was  way  short  anyway — 60,000  miles 
are  needed.  I  had  only  27,711  miles 
remaining  in  my  account.  Can  I  buy  a 
coach  ticket  and  upgrade?  No,  that 
costs  40,000  miles. 

Back  to  trying  Delta.  Still  busy. 

What  gives  here?  Forbes  spoke  to 
Randy  Petersen,  publisher  of  Inside- 
Flyer  magazine  in  Colorado  Springs, 
Colo.  He  reported  that  the  supply 
and  demand  for  frequent  flier  seats 
has  gotten  hopelessly  out  of  whack. 
Airlines  allot  only  a  small  number  of 


seats  per  flight  to  frequent  fliers — 
maybe  7%. 

That  would  have  been  plenty  back 
in  1981,  he  said,  when  American 
Airlines  launched  the  first  frequent 
flier  program,  and  forced  its  com- 
petitors to  follow  suit.  But  not  today. 
Now  everyone  in  America  has  air- 
lines miles,  even  folks  who  don't  fly. 
Petersen  is  now  publishing  a  quar- 
terly guide  which  lists  8,400  ways  to 
earn  miles. 

"By  July  we  think  there'll  be  over 
12,000,"  he  says.  They  include  buy- 
ing Pirelli  tires  at  Sears  or  software  at 
Computer  City.  You  can  even  rack 
them  up  by  refinancing  your  mort- 
gage— a  mile  for  every  dollar  of 
interest — with  five  banks  affiliated 
with  American  Airlines. 

Petersen  figures  there  are  about  3 
trillion  unredeemed  miles  out  there, 
and  by  1998  the  number  could  be  5 
trillion.  He  sees  the  group  of  active 
travelers  growing  from  about  7  mil- 
lion to  10  million.  There  are  anoth- 
er 30  million  of  us  who  are  infre- 
quent fliers,  and  our  numbers  are 
growing,  too.  All,  apparently,  want 
to  go  to  Paris  this  summer. 

"It's  a  huge  problem,"  says  Bar- 
bara Beyer,  president  of  Avmark,  an 
Arlington,  Va. -based  aviation  consul- 
tancy. "I  don't  know  what  the  airlines 
are  going  to  do  about  it." 

Even  upgrades  are  harder  to  book. 
"They're  next  to  impossible  to  get," 
grouses  Andrew  Rosenfeld,  33,  pres- 


ident of  a  chemicals  trading  compa 
ny  in  Philadelphia  and  the  holder  of 
300,000  frequent  flier  miles.  One 
reason:  The  airlines  routinely  rewarc 
their  very  frequent  fliers  with  free 
upgrades. 

So  what  good  are  these  damnec 
miles  anyway? 

Tired  of  trying  to  reach  Delta's 
frequent  flier  number,  we  called  Joe 
Chapline,  who  handles  frequent  flier 
marketing  for  Delta,  with  that  very 
question.  He  had  a  number  of  sug 
gestions.  We  could  give  them  away, 
for  one  thing. 

Delta,  for  instance,  allows  dona 
tions  in  5,000-mile  increments  to 
the  United  Way,  CARE  and  Make -A 
Wish  Foundation.  As  the  donor,  youi 
get  a  thank-you  card — if  you're! 
lucky.  Apparently  lots  of  folks  don' 
mind  giving  away  what  they  cannot 
use.  More  than  20  million  miles  have 
been  donated  since  the  program 
began  ten  months  ago,  says  Delta's 
Chapline.  "Miles  have  really  become 
a  commodity — almost  a  currency. 
But  not  when  it  comes  to  buying 
tickets  to  Paris. 

In  the  end,  I  had  to  buy  my  ticket 
I  could  have  used  a  consolidate 
(Forbes,  Aug.  14,  1995).  Consolida 
tor  fares  are  far  cheaper  than  what  the 
airlines  themselves  offer  (excluding 
special  discounts). 

For  instance,  Jet  Vacations  (212 
247-0999  or  800-538-0999)  ha 
$520  midweek  round-trip  tickets 
from  New  York  to  Paris  on  Ail 
France  if  you  leave  before  June  21 
$590  after  that  date  ($640  if  yoi) 
want  weekend  flights).  Campu: 
Travel  Euroflights  (800-328-3359  o 
612-338-5616)  is  selling  America! 
Airlines  seats  to  Paris  at  higher  prices 
but  at  $760  round-trip,  they  still  bea 
American's  current  fare  for  a  mid 
June  trip,  $838.  Other  big  consolida 
tors  include  Travac  Tours  &  Charter 
(212-563-3303  or  800-872-8800) 
Council  Charter  (212-661-0311  o 
800-800-8222);  p&f  Internationa 
(718-383-5630  or  800-892-0023) 
and  UniTravel  (314-569-0900  o 
800-325-2222). 

The  cheapest  fare  I  found  for  th 
dates  I  wanted  to  fly,  however,  was  oi 
Tower  Air  (800-348-6937  or  718 
553-8500)  for  $598.  No,  it  doesn 
award  any  miles.  — W.G.F.  wit 
Alexandra  Alger  ■ 
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Another  time,  another  face. 
Reverso  Duo. 


Reverso.  Avant- 
garde  since  1931. 

Reverso  Duo  -  the 
double  pleasure  of 
owning  two  watches 
in  one.  Simply 
revolve  the  case, 
and  a  new  watch 
keeps  track  of  your 
time.  two  back- 
to-back  dials.  two 
time-zones.  powered 
by  a  single.  manually 
wound  movement. 
Look  forward  to  the 
time  ahead,  or  turn 
again  to  the  time 
of  your  thoughts, 
a  watch  as  versatile 
as  you  are,  invented 
and  individually 
hand-crafted  bythe 
master- watchmakers 
OF  Jaeger-LeCoultre 

IN  THE  AUTHENTIC  ART 
DECO  STYLE  OF  THE 
LEGENDARY  REVERSO. 


The  Reverso  Duo's 
case  swivels  to 
reveal  another 
watch.  where  a 
24-hour  hand  tells 
the  global  traveler 
whether  it's  a.m. 
or  p.m.  in  the  second 
time-zone. 


^Jaege  r-  leCoultre* 


JAEGER-LECOULTRE'S  WATCHMAKING  MASTERPIECES  AND  THEIR  HISTORY  ARE  REVEALED 
IN  THE  COMPANY'S  200-PAGE  LUXURY  CATALOG.  FOR  A  FREE  COPY,  CONTACT:  JAEGER-LECOULTRE, 
P.O.  BOX  I6O8.  WINCHESTER.  VA  22604.  TELEPHONE:  (800)  JLC-TlME 
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SUSAN  LEE 

The  madmen  of 
Washington 

The  madman  of  Athens  stood  on  a 
hill  overlooking  the  harbor  and  com- 
manded the  ships  below  to  come  and 
go  at  his  bidding.  And  the  ships 
obeyed — or  so  the  simple  soul  per- 
suaded himself.  Our  politicians  and 
legislatures  aren't  so  lucky.  They  pass 
laws  and  make  rules  to  make  the 
economy  do  their  bidding,  and  the 
damned  thing  does  just  what  it  wants 
to  do. 

The  layman  who  wants  to  know- 
why  government  economic  policy  is 
usually  futile  and  often  self-defeating 
should  read  Susan  Lee's  Hands  Off: 
Why  the  Government  is  a  Menace  to 
Economic  Health  (Simon  &  Schuster, 
$23).  Both  a  talented  journalist  and  a 
licensed  economist  (Ph.D.,  Colum- 
bia), Lee  has  written  a  book  that  is 
light  on  numbers  and  sparing  on  eco- 
nomic theory  but  heavy  in  common 
sense. 

Most  economic  policy,  as  she  de- 
scribes it,  is  a  lot  of  solemn  nonsense. 
If  it  isn't  thwarted  by  the  old  devil 
unforeseen  consequences,  it  is  ren- 
dered ineffectual  by  intelligent  antici- 
pation on  the  part  of  those  most 
affected.  Richard  Nixon  tries  to  stop 
inflation  with  price  and  wage  con- 
trols. Jimmy  Carter  tries  to  reduce  the 
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"The  problem  is  that 
we  ask  the  government 
to  do  what  it  cannot  do 
without  establishing 
huge,  unresponsive 
and  often  irresponsible 
bureaucracies  that 
suffocate  economic 
daily  activity.' 


trade  deficit  by  trashing  the  dollar. 
Bill  Clinton  tries  to  reduce  the  federal 
deficit  by  raising  taxes  rather  than  by 
cutting  spending.  In  every  case  these 
actions  make  matters  worse,  not  bet- 
Verbal  obesity 
Because  oh  its  heft,  952  pages, 

Wriston:  Walter  Wriston,  Citibank, 
and  the  Rise  and  Fall  of  American 
Financial  Supremacy  (Crown,  $40) 
would  make  a  useful  doorstop,  but  I 
can't  think  of  much  else  good  to  say 
about  it.  This  is  extremely  disappoint- 
ing because  Walter  Wriston  is  an  in- 
teresting personality,  w  as  in  the  thick 
of  many  of  the  great  economic  events 
of  the  1970s  and  1980s  and  remains 
an  astute  observer. 

The  author,  Phillip  Zweig,  a  veteran 
business  reporter,  brings  to  this  vol- 
ume all  the  faults  that  so  often  afflict 


Walter  Wriston, 

Citibank, 

and  the 

Rise  and  Fall 

of  American 

Financial 

< 

Supremacy 

Phillip  L  Zweig 


ter.  When  the  politicians  have  a  target 
for  their  actions,  they  almost  in  van 
ably  hit  the  w  rong  one.  A  luxury  tax 
intended  to  make  the  rich  "pay  their 
fair  share"  did  the  rich  no  damage  but 
threw  tens  of  thousands  of  nonrich 
people  out  of  work.  Much  of  the  mess 
in  our  tax  laws  is  a  consequence  of 
(sometimes  forgotten  )  efforts  to  ame- 
liorate some  real  or  imagined  eco- 
nomic or  social  evil. 

Americans  are  much  too  ready 
whenever  they  see  an  economic 
"problem"  to  demand  that  the  gov- 
ernment "do  something  about  it." 
That's  w  hy  this  is  such  a  valuable  little 
book.  It  reminds  you  of  the  some- 
times forgotten  truth:  that  govern- 
ment governs  best  that  governs  least. 
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books  by  journalists:  It  is  boringly  long 
on  detail  and  annovinglv  short  on 
insight.  It  suffers  from  verbal  obesity 
As  the  saying  goes,  Zweig  has  not  » 
much  w  ritten  the  book  as  poured  his 
notebooks  into  it,  and  the  publisher — 
perhaps  to  justify  the  S40  price  tag — 
has  let  him  get  away  with  it.  Oh,  for  the 
days  when  books  w  ere  not  just  written 
but  were  edited  as  well. 

But  boring  is  not  the  book's  only 
major  fault.  It  gets  things  wrongs 
Where  is  the  "fall"  of  American  finan- 
cial supremacy?  It  is  the  Japanese 
banking  system  that  is  in  near-coli 
lapse,  while  Europe's  suffers  from 
hardening  of  the  arteries.  Citibank, 
under  Wriston's  chosen  successor  and 
due  m  part  to  a  commitment  to  tech] 
nology  that  began  under  Wriston,  has 
become  the  first  truly  global  consuml 
er  bank.  How  that  happened  is  a  tald 
vet  to  be  told.  There's  some  interest! 
ing  gossip  here  and  some  lively  anec-ll 
dotes  but  not  worth  wading  through 
acres  of  verbiage  to  find. 

—James  W.  Michaels  H 


"Before  most  youngsters 
had  ever  even  seen  a  senator 
or  an  eminent  scholar  up 
close,  Walter  Wriston  learne 
that  they,  like  everybody  else, 
put  on  their  pants  one  leg 
at  a  time." 


J 


Forbes  ■  Mav  20,  1996 


3iu 


Lifter  One  Night  At  The  Sherry-Netherland, 
You'll  Never  Want  To  Stay  In  A  Hotel  Again. 


When  you  first  arrive  at 
The  Sherry-Netherland,  you 
may  have  the  same  reaction 
as  many  of  our  guests. 

"I've  never  seen  anything 
like  this." 

Which  is  hardly  surprising, 
because  there's  nothing  like  The 
Sherry-Netherland.  Instead  of  th 
usual  crowded  hotel  lobby,  the  quiet 
marble-columned  space  looks  like 
the  interior  of  a  classical  European 
building.  Which  is  understandable. 
It  was  inspired  by  the  Vatican  Library. 

Although  this  is  your  first  visit,  the 
concierge  greets  you  by  name,  as  will 

the  staff.  Of  which  we  have  two 
to  three  per  guest.  (At  a  hotel, 
the  reverse  is  true.) 

The  serendipities  continue. 
When  did  you  last  enter  an 
elevator  that  was  a  work  of  art? 
Where  a  white-gloved  oper 
ator  whisks  you  silently 
up  to  your  floor. 
The  suites  and  rooms  are 
another  revelation.  Some  contain 
antiques  worthy  of  the 
Vanderbilt  Mansion,  which 


came  from.  Some  have 
marble  bathrooms,  hand- 
oomed  French  carpets, 
m  crystal  chandeliers. 
L     We  even  have  a  library. 
/  Ask  for  a  book  or  a  movie. 

It  will  be  in  your  room  in 
minutes.  And  we  have  the  best 
location  in  New  York.  Across 
from  Central  Park,  a  few  steps 
from  Bergdorf  Goodman,  Tiffany, 
and  F.A.O.  Schwarz  — and 


HARRY  CIPRIANI'S 
RESTAURANT 
\   SERVES  YOU  IN 
'    THEIR  DINING  R00M- 
'    OR  IN  YOUR  SUITE 


IA!  -PAINTED 
Hi  N  RENAISSANCE 
8'.  ED  ELEVATORS 


in  many  cases  is  where  they 
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ROMAN-GRECO  VASE 

in  one  of  our  suites    j ust  a  short  walk  to 
Rockefeller  Center. 

The  Sherry-Netherland 
is  not  a  hotel.  Rather,  it  is 
a  magnificent  residence 
owned  by  a  small  group 
of  exceptionally 
diffident  people  who 
live  there. 

It's  their  place  in  town 
If  you,  too,  would  like  to  enjoy  their 
kind  of  luxury,  we  invite  you 
to  call  Mr.  Louis  Ventresca  at 
212-355-2800. 
But  we  warn  you.  After  one  night 
with  us,  you  may  never  want  to  stay 
in  a  hotel  again. 

Oil  SH€RRV  N€TH€RIAND 

Your  Place  In  Town 


EVEN  OUR  CLOCK  IS  A  DESIGNATED  LANDMARK 


As  the 
world  turns 

Depicting  the  world  as  mankind  discovered 
and  mapped  it,  old  globes  have  attracted 
fanatical  collectors. 


By  Doris  Athineos 

Robert  N.  Gordon,  president  of 
Twenty-First  Securities,  an  investment 
firm  in  Manhattan,  has  dozens  of 
globes  on  bookshelves  around  his 
house  in  Chesapeake  Bay,  Md.  "I  never 
met  a  man  who  doesn't  stop  when  he 
sees  a  globe,"  says  Gordon,  43. 

These  representations  of  planet 
Earth  come  in  all  sizes.  Ten  years  ago 
he  spotted  a  beach-ball-size  globe  in 
the  window  of  an  antique  shop  in 
London.  It  was  an  1850  English 
globe  by  Malby  &  Co.  Gordon  was 
entranced.  But  $50,000  for  the 
thing?  Three  nights  running  he 
debated  buying  it  and  finally  suc- 
cumbed. Back  home,  he  had  to 
remove  a  picture  window  to  accom- 
modate the  3-foot  globe.  But 
Gordon  has  no  regrets  now — that 
Malby  globe  is  worth  about 
$150,000. 

"The  first  globe  is  usually  decora- 
tion; then  some  people  get  interested 
in  astronomy  and  geography,"  points 
out  Jeremy  Collins,  a  scientific  instru- 
ments specialist  at  Christie's  in 
London. 

Globes  were  first  used  to  map  the 
sky,  not  the  earth,  based  on  the  cal- 
culations of  Greek  astronomer 
Claudius  Ptolemaeus  (Ptolemy) 
about  2,000  years  ago.  In  15th-cen- 
tury Europe  hand-painted  terrestrial 
globes  began  to  appear.  A  dirt-poor 
German  mathematician,  Johann 
Schoner,  was  the  first  to  turn  globes 
out  in  quantity,  starting  around 
1515,  after  the  appearance  of  the 
printing  press.  He  printed  12  globe 
gores — elongated,  diamond-shaped 
map  segments — and  glued  them  onto 
a  papier-mache  sphere. 

Soon  Schoner  opened  a  shop  in 
Nuremberg  and  doubled  his  profits 
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by  selling  celestial  and  terrestrial 
globes  as  pairs,  a  tradition  that  lasted 
into  the  19th  century.  Of  course, 
they  weren't  always  accurate.  Scho- 
ner linked  America  and  Asia  in  1533, 
and  he  thought  the  Earth  was  the 
center  of  the  universe. 

Europeans  chucked  Ptolemy's 
Earth-centered  universe  in  the  17th 


century,  but  held  on  to  their  Ptole- 
maic armillary  spheres.  The  most 
famous  of  these  is  the  massive  bronze 
sphere  in  Rockefeller  Center  in  New 
York,  borne  on  the  back  of  Atlas. 
Armillary  spheres  consist  of  a  bunch 
of  bands,  like  a  ring  puzzle,  which 


make  little  sense  to  the  untutored 
eye.  The  concentric  rings  represent 
the  equator,  the  tropics,  the  meridian 
and  the  orbits  of  the  planets.  Ptole- 
maic spheres  locked  the  Earth  in  the 
center;  later  Copernican  spheres, 
named  after  the  Polish  priest  Nicolaus 
Copernicus,  moved  the  sun  to  center 
stage.  Displayed  side  by  side,  the 
spheres  gave  their  owners  a  satisfying 
sense  of  knowing  where  they  were 
and  what  their  universe  was  like. 

French  globemaker  Charles- 
Francois  Delamarche  (1740-1817) 
dominated  the  market  in  the  late 
18th  century.  He  cranked  out  armil- 
lary spheres  made  of  thin  wood,  not 
brass,  and  glued  paper  strips  printed 
with  degrees  onto  the  meridian  and 
equator  circles.  Delamarche  pack- 
aged armillary  spheres  with  celestial 
and  terrestrial  globes  as  a  triple  set. 
Today,  with  jet  travel  within  easy 
physical  and  financial  reach  of  most 
Americans,  it  is  hard  to  understand 
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the  fascination  these  representations  |Mr 
of  faraway  and  unattainable  places  l  : 
had  for  people.  Today  Delamarche 's  r,~ 
Ptolemaic  armillary  spheres  go  for  L< 
$4,000  at  auction;  a  pair  of  12-inch  Li,, 
terrestrial  and  celestial  globes  for  I  y 
about  $7,000.  I. 

Forbes  ■  May  20,  19961 


"Dealers  used  to  judge  globes  only 
on  appearance,  not  rarity  or  cartog- 
raphy," says  retired  steel  factory  man- 
ager Rudolf  Schmidt  of  Vienna,  Aus- 
tria, who  owns  4  Delamarche  globes 
tnd  about  100  others,  the  largest  pri- 
vate globe  collection  in  the  world.  In 
:he  last  40  years  he  has  scoured 
unique  shops  in  Vienna  and  auctions 
[  n  London  for  works  by  famous 
i  3utch  cartographers  like  Willem 
liSlaeu  (1571-1638),  Jodocus  Hon- 
iius  (1563-1612)  and  Gerard  Valk 
I  1652-1726);  and  Italy's  most  pro- 
I  ific  globemaker,  Vincenzo  Coronel- 
1  i  (1650-1718).  When  he  started  col- 
!  ecting    in     1959,    a    pair  of 
(17th-century  Blaeu  globes  went  for 
lb  1,260.  A  single  celestial  Blaeu 
tklobe — the  same   13-inch  size — 
slmlled  in  $32,200  at  Christie's  in 
SLondon  in  1992.  Recently,  London 
i  tlobe  dealer  Trevor  Philip  &  Sons 
llold  a  pair  of  27-inch  Blaeu  globes 
Hor  more  than  $300,000. 

"Coronelli  was  the  Einstein  of 
!j;lobemaking,"  says  collector  Gor- 
don. The  former  monk  also  knew 
Something  about  marketing.  He  set 
j  jip  a  geographic  society  and  required 
|j:s  members — cardinals,  archbishops 
Ijnd  scientists — to  subscribe  to  his 
'  lobes.  Louis  XIV  had  a  pair. 
I  How  accurate  were  early  terrestri- 
1  globes?  Not  precise  enough  for 


navigators.  In  the  17th  century  the 
Dutch  East  India  Co.  forbade  its 
captains  to  use  them.  They  were 
strictly  for  students  and  armchair 
travelers.  But  collectors  prize  them 
for  their  rarity  and  their  place  in  his- 
tory, not  for  their  accuracy.  A  pair  of 
Gerard  Mercator  globes  relied  on 
astronomy  30  years  out  of  date  when 
they  were  made  in  1579,  but  their 
provenance  and  decoration  rocketed 
the  price  of  the  gilded  copper 
spheres.  They  were  engraved  for  the 
Sultan  Murad  III,  who  built  an 
observatory  in  the  European  quarter 
of  Istanbul  in  1577.  The  pair  fetched 
almost  $1.8  million — the  auction 
record  for  globes — at  Christie's  in 
London  in  1991. 

A  few  pointers  if  you  go  globe - 
hunting.  Don't  rely  on  the  date 
printed  in  the  cartouche  to  date 
globes.  The  maps  used  were  usually 
older  than  the  globes  themselves.  To 
determine  the  age  and  authenticity  of 
an  old  globe,  the  International  Coro- 
nelli Society  in  Vienna  will  help  if  you 
send  a  picture  and  a  description.  The 
society  also  publishes  Der  Globus- 
freund  in  English  and  German  (01 1- 
43-1-533-3285).  You  might  want  to 
read  Globes  from  the  Western  World  by 
Elly  Dekker  and  Peter  van  der  Krogt 
(Zwemmer,  $95). 

There  are  extensive  globe  collec- 


tions at  the  Hispanic  Society  of 
America  in  New  York  (212-926- 
2234);  the  National  Maritime 
Museum,  Greenwich,  London  (011- 
44-181-858-4422)  and  the  Museum 
of  Globes  in  the  Austrian  National 
Library  (011-43-1-534-1000).  In 
the  U.S.,  the  Library  of  Congress 
exhibits  globes  by  American  makers 
like  James  Wilson. 

Established  dealers  include  Mar- 
tayan  Lan  (212-308-0018)  and 
Richard  B.  Arkway  (212-751-8135), 
or  George  Glazer  (212-535-5706) 
for  American  globes.  In  London, 
Trevor  Philip  &  Sons  (011-44-171- 
930-2954)  offers  English  and  Euro- 
pean globes.  Prices  at  auction  for 
18th-century  table  terrestrial  globes 
in  good  condition  range  from 
$2,000  to  $20,000,  and  for  library 
(floor)  globes  from  $5,000  to 
$30,000,  at  Christie's  and  Sotheby's 
in  London.  BH 
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Receive  Value  Line 
for  only  $76^  $55 

An  introductory  subscription  to  The  Value  Line  Investment  Survey 

brings  you  tlir  2000  page  Investors  Reference  Library— Value  Line  s  most  recent 
Ratings  and  Reports  on  1700  stocks  and  the  practical  guide  How  lo  Invest  In 
Common  Storks.  You  will  also  receive  analyses  of  about  1 30  slocks  each  week  for  10 
weeks  for  $98T$55.  Available  only  once  every  three  years  to  any  household. 
SPECIAL  BONUS:  With  your  subscription  you  also  will  receive  a  copy  of 
WALL  STREET  WORDS,  an  accessible  dictionary  of  over  3.500  terms  (retail  price 
$8  95)  In  addition  lo  clear  definitions,  this  convenient  guide  features  special 
explanations,  helpful  hints,  and  case  histories  on  87  topics  of  special  Interest, 
contributed  by  32  Industry  professionals— plus  48  case-exarnple  paragraphs  by 
the  author.  (Available  while  supplies  last  )Your  subscription  to  Value  Line 
may  be  lax-deducllble  Consult  your  tax  advisor.  Send  check  or  money 
order  along  with  name,  address  and  zip  code  together  with  this  ad  or: 

Call  Toll-Free  1-800-833-0046 

JExt  2903-Dept.  916A20)  American  Express,  MasterCard  or  Visa  24  hours  a  day,  7  days 
a  week  H  you  are  not  completely  satisfied  return  all  materials  in  good  condition  wrlhm  30  A 
.days  tram  the  start  of  your  subscription  for  a  full  refund  of  your  fee  Allow  4  weeks  for 
delivery  NY  residents  add  sales  tax  Foreign  rates  upon  request  / 


The  Value  Line  Investment  Survey* 

PO  Box  3988  New  York, 
NY  10008-3988 
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STOCK  CHARTS 

250  Stock  Charts  for  only  $14.95. 
Receive  1  year  price  and  volume 
charts  containing  30  d.iv  moving 
averages  on  the  250  most  popular 
and  hottest  stocks.  Includes 
buying/selling  signals.  Updated 
daily.  Shipped  Priority  Mail.  BVS 
P.O.  Box  14473,  Mpls.,  MN  5541' 


Securities  Exam  Preparation  Inc. 

Offering  All  NASD  Study  Programs  Since  1972 

Registered  Investment  Advisor 
Commodity  Trading  Advisor 

Study  Texts-Computer  Courses 
Professional  Finance  Texts 


1-800-648-7277  or  (406)  678-4224  FAX 


$80  For  Two  Aspirin? 


Over  90%  of  all  hospital, 
medical  and  health  insurance 
company  bills  contain  substan- 
tial mistakes.  Recover  over- 
charges for  patients  and  make 
half  as  your  fee.  Clients  are 
everywhere.  Make  a  substantial 
doctor's  income  in  the  perfect 
home  based  business.  Affiliates 
being  established  nationwide. 
$10,000  investment  reguired. 
Call  Medical  Recovery  Service, 
Inc.,  for  full  information 
(800)  700-7089  or  (702)  471  -1 280. 


I IM  CORPORATE 

IN  ANY  STATE  BY  PHONE  OR  FAX 

Specializing  in  Delaware  Corporations  I  LLC's. 
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INCORPORATE  IN  DELAWARE! 


Specialists  in  setting  up  Delaware 
Corporations  General.  Aircraft. 
Boat  &  Shelf  Corporations 
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1-800-877-1103 

prancofp  * 

Specaksts  m  Francrtse  Development  FB 


"...Make  Six-Figure 
Income  Working 

At  Home.'  Money  3/96 


Offer  two  unique,  very  valuable, 
"bottom-line"  consulting  services 
to  a  broad  spectrum  of  compa- 
nies. Ranked  by  Money  magazine 
among  the  top  10  home  busi- 
nesses with  best  growth  and 
highest  income  potential.  Training 
and  support  provided  by  affiliate 
of  30-year-old  CPA  firm.  If  you 
have:  a  strong  desire  for  financial 
independence,  business  acumen, 
and  about  $13K  start-up  capital, 
call  for  details  and  free  video. 

(800)  660-0330 

Mon-Fri  9am-5:30pm  CST 
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TAKE  YOUR  BUSINESS  OFFSHORF 
FOR  THE  BEST  ASSET 
PROTECTION  AND  PRIVACY 
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Build  a  successful  business 

using  your  computer!  We  do 
it  and  will  show  you  how. 
Patented  process,  no  nonsense 
proven  program,  high  profits, 
$7k  investment;  800-605-3744 


Confidential  Banking! 


Your  finances  are  nobody's  business  but 
your  own.  Our  tax-free  havens  can  provide 
both  privacy  and  opportunity  Find  out 
how  Call  us  today  at  1-801-266-3117. 
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-Any  quantity!- 

HOUSE  OF  ONYX 
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Approved  Self  Paced  Home  Study 
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FLIGHT  SERVICES  GROUP,  INC. 

Stratford,  Connecticut  06497 
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Teterboro,  Nero  jersey  07608 
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INSTANTLY  EXTEND  YOUR  PHONE  LINE  IIP  TO  60  MILES 

With  the  SR-20  Long  Range  Wireless  Telephone  System  from  Phone  Masters. 
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®  Phone  Masters 

1022  S.  La  Cienega  Blvd.  •  Los  Angeies.  CA  30035  USA 

Conned  your  existing  line  to  a  remote  location  lor 
superior  phone,  lax.  and  data  communication: 

SMART  BUSINESS-CHINA 

A  powerhouse  of  advice  on  doing  business  with  the  Chinese.  Praised  in  the 
New  York  Times  and  International  Herald  Tribune,  this  one  hour  audio 
cassette  is  like  having  your  own  market  advisor  whispering  in  your  ear. 
Programs  also  on  Japan. .Germany. .Mexico 
1-800-247-6553 
$24.95  plus  $4.50  handling  AMEX  /  VISA  /  MASTERCARD  /  DISCOVERCARD 
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i  Franchising. 

I  Franchise  your  business  for  growth 
I  and  success  Call  Franchise 
|  Developments.  Inc  the  nation's  most  I 
■  experienced  franchise  consulting  firm  ( 
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Enter  to  win 
1.000  in  FREE 
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BUSINESS  FOR  SALE 


SERVICE  BUSINESS,  Unique 
nationwide  telephone  service. 
Crowing  corporation  1996  gross 
$500,000.  plus.  44  to  50%  net 
Expansion  unlimited  Motivated 
seller  at  retirement  age 

1-800-865-0837 


SALVADOR  DALI 
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1964  Original  Lithograph 
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Collect  Rare.  Authentic. 
Dali  Limited  fiditions  From  The 
#1  .Source  of  Dali  (■raphio. 

SILVERSTATE  FINE  ART 
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SPRINT  TO  12  MILES  PER  HOUR, 
CRUISE  50  MILES  PER  DAY! 

•  Arms  &  legs  power  patented  propeller  drive 

•  Stable,  safe  and  fun  for  all  ages 

•  Used  in  rentals/resorts  in  over  40  countries 

•  Easy  to  transport;  weighs  only  85  lbs 

•  Durable  polymer,  stainless  and  aluminum 

•  Payments  as  low  as  S29  00  per  month 
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30  DAY  RISK  FREE  TRIAL 
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Fax:  214-392-2411 
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"The  more  things  change  . . ." 


70  years  ago  in  Forbes 

(From  the  issue  of  May  15,  1926) 


State-of-the-art  in  1921:  the  Riverside 


steam  power  plant  in  Minneapolis. 

["Scenes  that  remind  England  of  the 
[war  days  came  back  to  London  early  in 
Ithe  month,  w  hen  organized  labor  dc- 
Iclared  a  general  strike  on  the  island. 
iFour  million  workers  in  all  branches  of 
■industry  joined  a  million  coal  strikers. 
[Railroads,  shipping,  steel  and  iron 
mills,  coal  mines — almost  even'  impor- 
tant industry  has  come  to  a  standstill." 

"The  rumors  which  have  been  flying 
about  concerning  international  oil 
concessions  in  Mesopotamia  have  be- 
come a  little  better  defined  by  the 
recent  announcement  that  the  Stan- 
dard Oil  group  in  America  has  joined 
with  three  other  national  syndicates 
for  development  of  the  fertile  fields  in 
:he  Iraq  district." 

60  years  ago 

mFROM  THE  ISSUE  of  May  15,  1936) 
PAmerican  newspapers  have  been 
par  more  excited  over  possibilities  of  a 
European  war  than  have  European 
Jiewspapers.  The  best-informed  men 
both  abroad  and  at  home  have  all 
Ifelong  regarded  a  major  conflict  as 

most  improbable.  They  still  take  that 

|:ranquil  view.11 

'The  migration  of  cotton  mills  to 
he  South  has  been  very  close  to  a 
tampede.  Thirty-five  years  ago  New 
England  had  68  out  of  every  100 
ictive  cotton  spindles  in  the  U.S.,  the 
>outh  had  23;  today  New  England's 


share  has  sunk  to  24%,  while  the 
South's  has  soared  to  73%.  Principal 
reasons  for  the  shift  are  cheaper  labor 
and  lower  taxes.11 

50  years  ago 

(From  the  issue  oe  May  15,  1946) 
"Color  advocates  believe  the  last 
major  objection  on  the  practicability 
of  color  television  as  a  network  service 
has  been  eliminated,  as  the  result  of  a 
successful  450-mile  transmission  of 
ultra-high-frequency  television  over 
coaxial  cable  facilities.11 

"The  trailer  rental  business  is  essen- 
tially simple:  You  own  a  number  of 
trailers  of  various  types  and  sizes  and 
rent  them  to  the  public  by  the  hour, 
day  or  week,  as  required.  The  largest 
trailer  rental  firm  in  the  Northwest, 
located  in  Minneapolis,  has  a  fleet  of  65 
trailers,  which  are  rented  at  the  follow- 
ing rates:  a  regular  four-wheel  trailer, 
$  1  for  two  hours  ( minimum  rate ),  $4  a 
clay;  two-wheel  trailer,  $1  for  three 
hours  (minimum  rate),  $2  a  day,  $10  a 
week;  6-by- 16-foot  six-wheel  trailer, 
75  cents  an  hour  or  $6  a  day.11 


25  years  ago 

(From  the  issue  of  May  15,  1971 ) 


Business  consultant  Antony  Jay  (left) 
and  power  broker  Niccold  Machiavelli 
saw  their  clients  as  tribal  leaders. 


"Some  people  look  at  corporate  ex- 
ecutives and  see  business  school  grad- 
uates. Antony  lay,  British  manage- 
ment consultant  and  author  (Man- 
agement and  Machiavelli)  sees 
monarchs  and  barons.  Where  analysts 
might  see  a  corporate  suite  as  a  room 
full  of  men,  Jay  has  identified  the 
corporate  tribe:  the  president  leading 
the  hunting  pack;  and  the  chair- 
man— the  tribal  elder  as  it  were — 
insuring  the  long-term  efficiency  of 
the  camp.11 


"Equity  markets  in  much  of  the 
industrialized  world  more  than 
matched  the  gains  of  the  U.S.  market 
in  the  first  quarter  of  1971  over  1970. 
For  1971 's  first  three  months  Ger- 
many's stock  market  gained  19.5% 
and  Japan's  18.3%.  The  U.S.  market 
went  up  8.9%" 

"The  image  of  Hollywood  as  the 

movie  capital  of  the  world  is  more 
than  slightly  out  of  focus  in  the  latest 
count  of  worldwide  movie  produc- 
tions. The  U.S.  film  industry  stands  a 
poor  fourth  in  the  number  of  feature- 
length  films  produced." 


10  years  ago 

(From  the  issue  of  May  19,  1986) 


The  Opel  Corsa  cost  $2  billion,  but  it 
couldn't  make  GM  profitable  in  Europe. 


"Since  1980  [General  Motors]  has 

lost  nearly  $2  billion  in  Europe;  its 
sole  profit  during  these  years  was  a 
paltry  $6  million  earned  on  $7.4  bil- 
lion sales  in  1982.  Last  year,  when 
most  of  Europe's  major  automakers 
churned  out  earnings  gains,  General 
Motors'  losses  were  up  28%,  to  $372 
million,  on  $8  billion  in  sales." 

"The  shift  to  the  rich  of  the  personal 
tax  burden  continues.  Preliminary 
analysis  [of  1984  results]  shows  that  in 
current  dollars:  The  top  10%  of  taxpay- 
ers, with  an  adjusted  taxable  income 
over  $44,650,  paid  12%  more  tax  than 
in  1983.  The  topmost  1%  or  so  of 
taxpayers,  with  an  adjusted  taxable 
income  over  $92,000,  paid  15%  more 
tax  than  in  1983.  The  majority  of 
taxpayers,  from  the  middle  of  the  pile 
to  the  top  group,  paid  just  7%  more." 

"Your  typical  Japanese  may  be  fru- 
gal, but  his  government  most  certain- 
ly is  not.  Japan's  public  debt  burden  is 
one  of  the  heaviest  among  the  indus- 
trial nations.  Now  you  know  why  the 
Japanese  are  so  reluctant  to  stimulate 
their  economy  further."  Hi 
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It  can  be  set  down  as  a 
broad,  general  principle  that 
we  cannot  indulge  in  idle- 
ness and  abundance  during 
both  the  first  and  second  half 
of  our  life.  Study,  applica- 
tion, industry,  enthusiasm 
while  we  are  young  usually 
enable  us  to  enjoy  life  when 
we  grow  older.  But  unless  we 
toil  and  strive  and  earn  all 
we  can  in  the  first  half,  the 
second  half  of  our  life  is 
liable  to  bring  disappoint- 
ment, discomfort,  distress. 
The  time  to  put  forth  effort 
is  when  we  are  most  able  to 
do  it,  namely,  in  the  years  of 
our  greatest  strength.  The 
law  of  compensation  hasn't 
ceased  to  function. 

-B.C.  Forbes 


A  Text  .  .  . 

Then  the  presidents 
and  princes  sought  to 
find  occasion  against 
Daniel  concerning  the 
kingdom;  but  they 
could  find  none  occa- 
sion nor  fault;  for  as 
much  as  he  was  faith- 
ful, neither  was  there 
any  error  or  fault 
found  in  him. 
-Daniel  6:4 

Sent  in  by  Mrs.  James  M. 
Fiala,  St.  Louis,  Mo. 
What's  your  favorite  text? 
The  Forbes  Scrapbook 
of  Thoughts  on  the  Business 
of  Life  is  presented  to  senders 
of  texts  used. 


Wine  is  constant 

Malt  does  more  than 

proof  that  God  loves 

Milton  can, 

us  and  loves  to  see 

To  justify  God's  ways 

us  happy. 

to  man. 

-Bknjamin  Franklin 

-A.E.  Housman 

Most  Americans  are  born 

When  the  cock  is  drunk,  he 

drunk,  and  really  require 

forgets  about  the  hawk. 

a  little  wine  or  beer  to 

-ASHANTI  PROVERB 

sober  them.  They  have 

a  sort  of  permanent 

Wine  is  like  rain:  when 

intoxication  from  within, 

it  falls  on  the  mire  it 

a  sort  of  invisible 

but  makes  it  fouler,  but 

champagne. 

when  it  strikes  the  good 

-G.K.  Chesterton 

soil  wakes  it  to  beauty 

and  bloom. 

Some  people  spend  the 

-John  May 

day  in  complaining  of  a 

headache,  and  the  night 

More  than  9.000  "Thoughts,"  indexed  by  author  and 

in  drinking  the  wine 

subject,  are  available  in  a  three-volume  boxed  set  at 

that  gives  it. 

$69.50.  Each  individual  volume  (1,  2  or  3)  is  available 

-Goethe 

for  $27.50. 

NEW!  The  "Thoughts"  Screen  Saver  Collection  of  over 

Drinking  makes  such  fools 

2,000  quotes  is  now  available  for  only  $19.95,  for 

of  people,  and  people  are 

Windows  31/?  disk.  Send  your  order  with  payment  to 

such  fools  to  begin  with, 

Forbes  Books,  P.O.  Box  11234,  Des  Moines.  IA  50340. 

that  it's  compounding 

Please  add  sales  tax  on  orders  in  New  York  State  and 

a  felony. 

other  states  where  applicable.  For  faster  service  call 

-Robert  Benchley 

1-800-234-4553  and  charge  to  your  credit  card. 

The  sway  of  alcohol  over 
mankind  is  unquestionably 
due  to  its  power  to  stimulate 
the  mystical  faculties 
of  human  nature,  usually 
crushed  to  earth  by  the  cold 
facts  and  dry  criticisms  of 
the  sober  hour.  Sobriety 
diminishes,  discriminates, 
and  says  no;  drunkenness 
expands,  unites  and  says  yes. 
-William  James 

Bronze  is  the  mirror  of  the 
form;  wine,  of  the  heart. 

-Aeschylus 

In  wine  there  is  truth. 

-Pliny  the  Elder 

I  have  drunk  since  I  was  15, 
and  few  things  have  given  me 
more  pleasure.  When  you  work 
hard  all  day  with  your  head 
and  you  must  work  again  the 
next  day,  what  else  can 
change  your  ideas  and  make 
them  run  on  a  different 
plane  like  whiskey? 
-Ernest  Hemingway 

I  drank  at  every  vine. 

The  last  was  like  the  first. 
I  came  upon  no  wine 

So  wonderful  as  thirst. 

-Edna  St.  Vincent  Millay 

He  talked  with  more  claret 
than  clarity. 

-Susan  Ertz 

Even  though  a  number  of 
people  have  tried,  no  one 
has  yet  found  a  way  to 
drink  for  a  living. 

-Jean  Kerr 

Drink  never  made  a  man 
better,  but  it  made  many 
a  man  think  he  was  better. 
— Finley  Peter  Dunne 

Water  taken  in  moderation 
cannot  hurt  anybody. 
-Mark  Twain 
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DIGITAL  HIT  MEN 

fHESE  GUYS  KNOW  HOW  TO 
SKIN  YOUR  CORPORATE  HIDE 


You  know  the  best  way  from  terminal  A  to  D  in  Frankfurt. 


M 


You  know  not  to  plan  a  meeting  in  Rome  in  August.  Everyone's  on  vacation. 


You  know  the  fastest  calculator  in  Osaka  doesn't  need  batteries. 


And  now  you  know  the  best  way  to  fax  anywhere  in  the  world. 


With  MCI  OneFAX,  you'll  never  have  to  resend  a  fax  or  pay  for  incomplete  transmissions. 


Introducing  e.Sc 
The  end  of  the 


da  r 


commission  compromise. 


Stock  Commission  Comparison' 


If  you've  been  reading  about  all  the  new  trading  services, 
you  might  think  that  you  have  to  settle  for  bare  bones  service 
when  you  pay  bare  bones  commissions.  Not  anymore.  With 
e.Schwab™  investment  software  for  Windows^  you  can  get  the 
low  commissions  you  want  and  access  to  the  investing  tools 
you  need.  The  commission  compromise  is  over. 

More  than  low  commissions, the  confidence  you  need. 

With  e.Schwab  you'll  enjoy  low  commissions  of  just  $39  for  stock  trades  up  to  1,000  shares.  (Just 
iree  cents  a  share  for  additional  shares.)  But  you  also  have  the  confidence  of  knowing  that  you're  trading 
ith  Charles  Schwab.  That  means  people  and  systems  with  22  years  of  trading  experience  through  all  kinds 
:  markets.  You  know  who  we  are. 


200  Shares 

@  S35  Per  Share 

500  Shares 

§  $15  Per  Share 

1 ,000  Shares 

@  $20  Per  Share 

5,000  Shares 

@  $20  Per  Share 

e.Schwab 

$39.00 

$39.00 

$39.00 

$159.00 

Fidelity 
j  l-line  Xpress™ 

$89.37 

$90.90 

$129.15 

$245.00 

i  A/aterhouse 

$41.69 

$52.05 

$112.58 

$330.80 

Olde 

$60.00 

$80.00 

$125.00 

$235.00 

Online  Trading 


mpany  Reports 


Savings,  convenience  and  the  tools 
you  need,  through  your  computer. 

e.Schwab  investing 
software  and  your  computer 
give  you  a  higher  level  of 


$39  a  Trade 


otes  &  Balances 


control  and  convenience.  You  can  access 
your  portfolio,  create  charts  and  graphs, 
and  get  company  reports  and  quotes  24 
hours  a  day,  seven  days  a  week.  What's 
more,  you'll  have  access  to  Reuters® 
Money  Network  and  S&P  MarketScope! 
lus,  you'll  pay  nothing  for  e.Schwab  software. 

e.Schwab.  It's  the  end  of  the  commission  compromise 


(click) 

r 


e*sch 

online/investing 


The  No  Compromise  Guarantee. 

fust  open  your  e.Schwab  account  before  September  30, 
1 996,  and  if  you're  not  satisfied  for  any  reason,  you  will  not 
be  charged  any  Schwab  exit  fees  to  switch  your  account  to 
another  broker.  No  questions.  No  compromises. 

1-800-e-Schwabext.io4 

1-800-372-4922  ext.  104 

http://www.schwab.com 


Charles  Schwab 


ased  on  a  March  1996  survey  conducted  by  Charles  Schwab.  Commission  rates  surveyed  are  for  stocks  and  may  vary  for  other  products.  Schwab  charges  a  small  fee  to  register  and  ship  security  certificates. 
396  Charles  Schwab  &  Co.,  Inc.  All  rights  reserved.  Member  SIPC/NYSE.  (5/96) 


Will  the  Internet  bring  an  end  to 
business  computing  as  we   know  it? 


ot  at  all.  It'll  simply  knock  down  the  walls  between  people,  between  departments,  even  between  companies, 
he  promise  of  the  Internet,  while  intoxicating  to  some,  is  threatening  to  others.  Because  along  with  the  unlimited 
ccess  and  opportunity  it  provides,  comes  the  need  for  new  strategies  and  new  technologies.  Happily,  you  may 
Iready  have  much  of  what  you  need  in  place.  And  to  help  you  incorporate  the  Internet  into  your  business  operations, 
icrosoft®  is  integrating  Internet  technology  across  much  of  its  product  line. 

Our  latest  generation  of  Windows®  operating  systems,  for  example,  have  Internet  "plumbing"  built  right  in. 
ogether  with  Microsoft  Internet  Explorer,  our  free  web  browser  for  both  the  Windows  platform  and  the  Macintosh,'" 
hey  let  employees  search,  read,  and  retrieve  information  wherever  it  resides. 

We've  also  made  it  easy  to  create  information  for  the  Internet.  Our  web  authoring  tools  look  and  act  much  the  same 
is  our  other  tools.  So  if  you  want  to  put  up  a  web  site  to  market  your  business,  your  guys  in  IS  won't  be  scratching 
heir  heads  trying  to  learn  new  programming  languages.  And  once  your  site  is  up,  we  provide  everything  you  need  to 
<eep  it  up  and  keep  outsiders  out.  We  can  even  show  you  how  to  make  sending  e-mail  over  the  Internet  as  secure  as 
sending  it  down  the  hall. 

Marketing  isn't  the  only  reason  to  have  a  web  site;  it's  also  an  incredibly  powerful  way  to  share  information  within 
'our  company.  By  creating  an  internal  web  —  an  intranet  —  you  can  provide  employees  with  access  to  whatever 
iformation  they  need.  From  business  plans  to  HR  policies,  employees  can  find  what  they  want  quickly  and  intuitively, 
hat's  because  the  latest  generation  of  Microsoft  Office  applications,  along  with  Internet  Assistants,  let  you  embed 
nks  within  documents  to  tie  files  together  logically,  contextually.  So  there's  no  more  corporate  maze,  no  more 
:orporate  run-around. 

Yes,  the  walls  are  coming  down,  but  it's  not  the  end  of  business  computing.  Just  the  next,  most  practical  evolution, 
o  see  how  easy  it  is  to  get  your  company  wired,  visit  http://www.microsoft.com/internet/gol6/ 


> 1996  Microsoft  Corporation.  All  rights  reserved.  Microsoft  and  Windows  are  registered  trademarks  and  Where  do  you  want  to  go  today?  is  a  trademark  of  Microsoft  Corporation, 
lacintosh  is  a  trademark  of  Apple  Computer,  Inc. 
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At  the  NEC  Research  Institute,  you'll  run  across  some  rather  unusual  experiments.  In  one  lab 
instance,  we're  examining  the  eyes  of  a  fly  to  see  how  they  process  information.  Sure,  it  seems  strati 


k 


but  the  results  could  lead  to  products  based  on  optical  transfer.  In  another  lab,  we're  using  laser  beamapir 
transfer  data.  A  process  that  will  enable  you  to  receive  enormous  amounts  of  information  over  the  network  almost  instantaneoui 

in  the  last  ten  years  at  NEC,  we've  spent  over  $32  billion  on  research  worldwide.  A  good  investment,  when  you  consider  evi 
breakthrough  we've  made  in  fiber  optics,  bioelectronics,  and  artificial  intelligence  has  taken  shape  in  our  R&D  laboratories.  And  wl 
many  of  our  advances  might  seem  a  bit  far-fetched  now,  one  day  they'll  be  as  common  as,  say,  the  office  fax  machine. 

For  more  information  about  NEC,  just  call  1-800-338-9549.  SEE,  HEAR  AND  FEEL  THE  DIFFERENC 
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Be  of 


Visit  our  new  web  site  at  http://www.nec.com 
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>ULL-DOWN  MENU 

•4-4  Editor's  Letter:  Bad  Moon  Rising 

I  I  Technology's  future  is  bright,  but 
vith  it  comes  a  spreading  shadow  of 
t  emptation.  For  minor  transgressions  or 
jj;erious  crimes,  the  information 
;uperhighway  is  getting  slippery. 
3y  Rich  Karlgaard 

A  Letters  to  ASAP 


8 Game  Plan:  When  Past  Perfect 
Isn't  In  a  new  situation,  it's  only 
latural  to  repeat  what  succeeded  before, 
t's  also  often  the  way  to  fail  big-time. 
?V  Bill  Walsh 


^  f%  The  Unknown  Entrepreneur: 
Cm  dm  Step  2:  Funding  Up  The  saga 
I  >f  a  startup  continues,  with  our  masked 
jhainmaker  discovering  that  the  first 
|j!200K  was  only  a  drachma  in  the 
uiucket.  By  Mo  Schumpeter 

-  ^  i£  The  Value  Chain:  Does  Money 
fit  O  Exist?  Well,  yes  and  no.  But  as  a 

Jitore  of  value,  it's  not  what  it  used  to  be. 
a  'y  William  Davidow 

6 Surf  and  Grow  Rich!  On  the 
Web  you  can  find  your  best 
lvestment  strategies  without  being 
:ked  into  a  single  expensive  program. 
Michael  Gianturco 
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Legends:  John  Draper  When 
Ur-phreaker  "Cap'n  Crunch" 
used  a  cereal-box 
whistle  to  imitate 
Ma  Bell's  coded 
tones,  the  age  of 
high  hacking  was 
\  launched. 
/n  By  James  Dab 


**!  A  *y  MoreS:  m  Celluloid  Valley 

I  Tr  Am  An  intercepted  confidential 
memo  reveals  Hollywood's  heavy- 
breathing  plans  for  the  Really  Big  Movie 
on  the  technology  biz,  Citizen  Gates.  Or 
whatever.  By  Owen  Edwards 


•4  A  A  The  Big  Picture:  Tinkerer's 

I      "  Secret  The  Internet  gives 
power  back  to  die  lone  inventor  with  a 
great  idea,  a  sharp  sense  of  adventure, 
the  urge  to  have  fun,  and  no  taste  for 
corporate  life.  Look  sharp!  The  next 
King  Gillette  is  somewhere  on  line. 
By  Virginia  I.  Postrel 

<4  AQ  The  Peters  Principles:  All  You 
I  4  O  Need  to  Know  Woody  Allen 
is  right  about  one  thing,  at  least:  90%  of 
life  is  just  showing  up.  For  all  the  talk  of 
a  new  work  style  in  the  wired  world, 
there  are  times  of  not-so-virtual  reality 
when  you  just  can't  pretend  to  be  there. 
By  Tom  Peters 


SMALL  BUSINESS 

O  i\  breaking  Away:  Virtual  Reality 
O  V  Mountain  Man  At  the  foot  of 
California's  majestic  Mt.  Shasta,  Greg 
Bookout  creates  3D 
simulations  that  reach 
new  heights  of  illusion. 
By  Umberto  Tosi 

IT  STRATEGIES 

A  f%  Help  on  the  Web:  The  Quick  Fix 
T"  Am  for  Sick  PCs  On-line  tech 
support  can  spare  you  that  infernal 
1-800-SAVEME!  phone  call.  Unless 
your  computer  has  crashed,  that  is. 
By  David  Strom 

CASE  STUDIES 

£■  A  Bow  Tech  At  Robert  Talbott 

Inc.,  one  of 
America's  premier 
tie  makers,  the 
tradition  of  selling 
splendid  silks  has 
taken  a  deft  digital 
twist.  By  Owen 
Edwards 

C/net's  Paper  Chase  With  a 
KM  Am  hot  cable  TV  show  and  a  digi- 
trendy  on-line  site,  this  multimedia 
upstart  could  become  a  Martha  Stewart 
for  tech  heads.  But  in 
die  high-profit  old 
paradigm  of  print,  can 
it  out-muscle  the 
established  trade 
magazines? 
By  Richard  Rapaport 
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COVER  STORY 

Spies  Like  Us  Once  the  terrain  of 
netherworld  nerds,  digital 
skulduggery  is  now  so  easy  that  even 
otherwise  honest 

competitors  may  be 
snooping  around  in 
your  crucial  data. 
I  leads  up! 
Time  to  arm 
yourself  with 
our  guide  to  information  highway 
robbery.  By  Jeffrey  Young 
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Hack  Attack  Three 
former  high-tech  top 
gains  and  a  cybersecurity  pro 
compare  notes  on  the 
underground.  You  will  not  be 
reassured.  Edited  by  Gary 
Andrew  Poole 

76  •  Porous  As  Swiss  Cheese 

The  rapid  growth  of  the  Web 
offers  new  opportunities  for 
mischief.  Let  the 
unwary 
beware. 
By  Fred 
Cohen 


78  •  Pay  to  Hack  Your  Own  System? 

Smart  companies  don't  take  their 
security  for 
granted. 
Instead,  they 
et  rent-a-spies 
search  out 
soft  spots. 


SO  •  Cyberdicks  and  Virtual  Gumshoes 

Sam  Spade  and  Mike  Hammer  they 
ain't,  but  today's  electronic  trench-coat 
set  has  a  style  all  its  own. 

By  Jeffrey  Young 


By  Jeffrey  Young 


88  •  Beginner's  Guide  to  World-Class 
Snooping  In  matters  of  self-preservation, 
thou  shalt  not  plead  ignorance. 
By  Leonard  Fuld 

90  •  Kill  or  Be  Killed  Welcome  to  Tom 
Clancyland,  where  there's  an  industrial 
spy  behind  every  potted  plant. 
By  Gary  Andrew  Poole 


FEATURES 

A  Q  ASAP  Interview:  Robert  Palmei 

Hr  O  When  he  became  CEO  of  Digit 

li|f\|  4  J  I'-quipmcnt 

1  Corp.  in  1992 
this  fashionabl 
Texan  took 
over  a  compai 
on  the  brink.  Here's  how  he  turned 
things  around. 
By  Gene  Koprowski 
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Yikes!  Computers  in 
the  Comics  For  mo| 

users,  PCs  are  about  as  funny 
your  average 
lug  wrench. 
But  for  a 
prescient  few 
cartoonists, 
technology 

means  big  yucks  for  big  buclq 
By  Glenn  Rifkin 

*4  f%  fy  A  World  of  Servers 
I  Am  Am  Great  and  Small 

The  market  buzz  is  about  S5C 
dumb  terminals 
that  will  lure 
folks  away  from 
television  and 
into  the  on-line 
bazaar.  But  the 
real  power — and 
future  profit — in 
Everyman's 

Internet  resides  in  the  big 
boxes  at  Oracle,  Sun,  et  al. 
By  Mark  Halper 
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Sun  designed  the  fin 

back  when  peop 

The  intranet.  Everyone's  talking  about  it,  but  few  are  taking  advantage  of  it.  Whether  you're  talking  business-to-business,  or  business-j 
consumer,  Sun  can  show  you  the  opportunities  associated  with  the  intranet,  and  then  provide  you  with  the  products,  service  an 
support  to  help  you  implement  those  solutions.  Everything  from  industry-leading,  easy-to-use  Netra™  servers  and  key  indusfl 
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ought  intranet  was  a  t  V  DO. 


p  nerships,  to  the  revolutionary  Java,M  technology,  and  Solstice™  SunScreen""'  and  Solstice  FireWall-1'"  security 
)  ducts.  So  don't  waste  time  and  resources  trying  to  re-create  the  wheel,  call  Sun.  After  all,  we're  the  intranet 


rts-we  helped  invent  it.  To  learn  more  about  Sun,  contact  us  at  http://www.sun.com  or  call  1-800-786-0785,  Ext.  3/0.     the  network  is  the  computer- 


Load  your  originals  once  and  walk  away.  The  new  Mita"  DC-8090  makes  up  to  999  stapled,  punched,  finished 
document  sets,  all  by  itself.  It's  simply  the  most  capable,  automatic  copier  ever  created.  Call  1  -800-ABC-MITA| 
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The  new  Mita  DC-8090  has  the  technolog 
to  manage  complicated  copying  jobs 
from  start  to  finish-it's  fully  automatic 
Sunsets  should  be  watched,  not  copiers. 
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Editor's  Letter 


BAP  MOON  RISING 

Though  largely  a  force  for  good,  the  Net  will  find  its  victims. 
Some  will  be  us.  By  Rich  Karlgaard 


This  issue  of  Forbes  asap  is  about  temptation.  We 
strongly  agree  that  a  world  of  powerful  PCs  and 
broadband  connections  will  enrich  most  people  and 
civilization  itself.  But  it  won't  be  good  for  everyone. 
As  our  cover  story  points  out,  snooping  and  stealing  on  the 
Net  is  absurdly  easy.  It  may  tempt  some  of  us  who  would 
never  consider,  say,  picking  a  lock  to  purloin  a  competitor's 
customer  list. 

A  broadband,  warp-speed  economy  will  require  from 
most  of  us  an  honest  and  ongoing  moral  inventoiy. 

Take  a  truly  awful  subject  like  child  molesting.  Theories 
abound  why  someone  would  do  this.  The  most  plausible 
theory  is  addiction:  A  molester  becomes  addicted  to  the 
adrenaline  rush,  starting  at  the  moment  of  fantasy  and  con- 
tinuing through  victim  selection  and  final  deed. 

Supporting  the  addiction  theory  is  the  fact  that  most  con- 
victed child  molesters  are  heavy  consumers  of  pornography. 
Soon  it  takes  more — or  worse — pornographic  images  to  pro- 
duce the  same  high.  Masturbation  becomes  a  part  of  the  rit- 
ual. The  porn  consumer  soon  begins  to  fantasize  himself  in 
the  scene.  Finally,  it  takes  an  "acting  out"  of  the  scenes  with 
real  victims  to  satisfy  the  molester. 

What  stops  you  and  me  from  becoming  addicts?  Many 
things.  A  healthy  inner  life,  for  starters.  Obeying  God's  will, 
for  many.  But  flawed  creatures  that  we  are,  sometimes  the 
only  thing  that  stops  us  is  time,  or  distance,  or  embarrass- 
ment. In  other  words,  the  inconvenience  of  vice.  Not  ex- 
actly a  platonic  answer  to  life's  vicissitudes,  but  it  works. 

What  happens  if  you  remove  the  age-old  barriers  to  vice? 
That's  exactly  what  powerful  PCs  and  broadband  connec- 
tions do,  of  course.  The  vice  of  your  choosing  requires  not 
a  long  drive  to  the  seedy  neighborhood  but  only  a  few  mouse 
clicks.  The  coming  bandwidth  explosion  will  only  collapse 
the  impulse-to-display  cycle  and  make  lurid  videos  pop. 
Worse,  vice  on  the  Net  may  become  "normalized"  as  mo- 
lesters discover  each  other  and  become  convinced  of  their 
"differently  virtued"  status. 

A  few  strict  economic  libertarians  would  argue  that  Net 
vice  is  virtuous.  It  offers  up  early  adopters  who  "addictive- 
ly"  overpay  and  get  infrastructure  costs  down  for  the  whole- 
some things  that  will  come  later,  such  as  physics  lectures 


downloaded  from  your  favorite  professor's  Web  page.  Be- 
sides, what  concern  is  it  of  anyone's  that  the  early  adopters 
might  be  addicts?  Wasn't  porn  the  "thriller"  app  that 
launched  the  VCR  industry? 

Maybe.  Again,  that's  not  the  debate  we're  trying  to  raise. 
We  have  only  one  point  here.  The  Net  will  be  good  for 
most  and  largely  good  for  society.  But  it  won't  be  good  for 
everyone.  It  will  lure  some  into  hell. 

Bought  an  ibm  ThinkPad  760  the  other  day.  Wow,  what  a 
laptop  computer!  A  colleague  at  Forbes  calls  it  a  "real  paint 
peeler."  He's  dead-on,  and  that  12.1-inch,  eye-popping  col- 
or display  is  to  die  for.  I  haven't  been  as  moony  about  a 
computer  since  the  early  days  of  the  Macintosh. 

And  that's  the  point.  For  12  years  I've  evangelized  for 
Macs  and  remained  pure  as  the  driven  snow  in  my  faithful- 
ness to  this  miraculous  machine.  We  still  run  Forbes  ASAP 
on  Macs.  Why  not?  It  still  is  a  great  computer,  particular- 
ly for  publishing.  (Well,  okay,  Apple's  latest  laptops  depress 
even  the  faithful,  with  their  slow  displays,  stiff  keyboards 
and  poopy  batteries.)  It's  Apple  I  worry  about.  Enough  so 
that  I  would  commit  the  ultimate  Mac  lover's  apostasy — 
buy  a  machine  preloaded  with  Windows  95.  Yes,  old  friend 
Apple,  it's  come  to  that. 

Another  colleague  at  Forbes  told  me  that  "only  stupid  peo- 
ple" surf  the  Web  through  an  on-line  service.  Really  now? 
Last  night  while  reclining  in  my  leather  lounger,  the  new 
Thinkpad  760  comfortably  in  lap,  I  tried  dialing  up  my 
Internet  service  provider  for  90  minutes.  No  luck — busy 
signal.  Then  I  went  through  my  on-line  provider.  First-time 
success.  And  that's  been  the  rule,  too. 

Confidential  to  phone  company  CEOs:  Bob,  Ray,  Bert — 
get  in  the  game!  Make  these  ISPs  compete! 

George  Gilder  fans:  Despair  not.  Our  brainy  and  erudite 
house  sage  will  return  next  issue.  A  six-week  tour  this  spring, 
carrying  George  to  Tokyo,  Geneva  and  Rio,  has  just  con- 
cluded. George  reports  he  is  back  in  the  Berkshires,  surfing 
the  world  of  cool  developments  and  pounding  away  on  the 
next  "Telecosm"  installment.  ■ 
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Videoconferencing  lets  you  get  things  done.  Worldwide.  Now.  With  PictureTel's  eye-to-eye 
meeting  tools,  you'll  work  smarter  and  faster.  On  more  jobs  than  you  might  imagine.  For 
details  or  seminar  info:  800-716-6000  or  http://www.picturetel.com.  Anywhere  Now. 


Letters 


to  ASAP 


Get  Real 

Gilder  and  Peters  are  insight- 
ful, thought-provoking  and 
controversial,  beyond  a  doubt. 
However,  the  hyperbole  fac- 
tor is  starting  to  make  my 
head  spin  [Feb.  26].  Gilder 
expects  too  much  from  a  soft- 
ware community  that  still 
indulges  in  hero  worship  (see 
the  article  on  Charles  Wang 
in  the  same  issue)  rather  than 
focusing  on  high-quality  soft- 
ware delivered  on  time. 
Anyone  who  has  lived  through 
the  first  release  of  software 
from  any  major  vendor  should 
realize  that  the  Web  will  live 
and  die  on  the  reliability  and 
ease  of  use  of  the  end  soft- 
ware product,  bandwidth  be 
damned.  Peters's  focus  on 
prototyping  falls  in  the  same 
trap.  Technology  alone  is  not 
enough.  The  software  must  be 
user  friendly  and  reliable  to 
appeal  to  a  mass  audience. 
PETER  FOWLER 
71 12  2, 5  06@compuserve.com 

What  a  shame  to  see  that 
Tom  Peters  has  lost  it  ["The 
Peters  Principles:  Taking  the 
Big  Plunge,"  April  8].  His 
boasts  about  a  headlong 
plunge  into  the  Internet/Web 
world  (to  the  exclusion  of  all 
else)  make  me  wonder  seri- 
ously about  the  value  of  his 
other  work.  Peters  admits  he 
knows  nothing  about  what 
he's  doing  or  where  he's 
going.  He's  in  good  company. 
From  Al  Gore  right  on  down, 
the  central  component  of 
Internet  passion  is  incompre- 
hension. The  less  one  knows, 
the  cooler  it  all  seems. 
JONATHAN  J.  WARD 
75361,241  l@compuserve.com 

Unnatural  Selection 

There  is  an  error  in  "The 
Great  Mind  Meld"  [Feb.  26]. 
Your  picture  of  Charles 
Darwin  is  not  Darwin. 
BARBARA  FORREST,  Ph.D. 
Southeastern  Louisiana 
University 
bforrest@selu.edu 

Sharp  eye!  Erwin  Scbrodinger's 
and  Darwin's  photos  were  flip- 
flopped — Eds. 


Mind  Matters 

Your  chart  tracking  the  gene- 
sis of  microprocessors  ["The 
Great  Mind  Meld,"  Feb.  26] 
overlooked  a  prophetic 
philosopher  of  the  1960s: 
Marshall  McLuhan.  In 
Understanding  Media , 
McLuhan  predicted' the  domi 
nating  presence  of 
"electric  technol- 
ogy" and  the  evo- 
lution of  the  Net 
as  the  communi- 
cation medium  of 
the  global  village. 
Thirty  years  ago 
he  wrote  about 
the  accelerating 
speed  of  change, 
a  concept  that 
Forbes  and  other 
journals  have  only  recently 
touted  as  a  new  revelation. 
A  social  thinker  of  the  first 
order. 

JAY  KUSHNER 
Portland,  Ore. 

1032 16,3 1 17@compuserve.com 

Stop  Bell  Bashing... 

Before  you  bash  the  most  rea- 
sonably priced  communica- 
tions service  in  the  world 
[Feb.  26],  think  of  all  of  the 
baggage  that  the  Ma  Bell  end 
products  had  to  carry  into  the 
marketplace.  I  don't  see  any 
great  rush  from  any  of  the 
other  carriers  to  take  over  the 
residential  service  market. 
They're  only  salivating  over 
the  creamy  concentrated 
business  market.  Keep  an  eye 
on  future  price  hikes  in  the 
residential  market. 
R.G.  KUCK 
La  Jolla,  Calif. 

George  Gilder's  article 
["Telecosm:  Goliath  at  Bay," 
Feb.  26]  implies  that  Pacific 
Bell's  NAP  was  responsible  for 
nearly  pulling  down  the 
Internet  and  that  Internet  ser- 
vice providers  have  therefore 
fled  Pacific  Bell  for  an  alter- 
native, MAE-West  at  NASA 
Ames  [Research  Center]. 
Every  part  of  this  is  wrong. 
We  chose  ATM  for  our  NAP 
because,  while  cutting  edge 
and  still  maturing,  it  offered  a 
significant  upside  in  band- 


width. So  there  was  some  risk, 
but  it  was  the  right  call.  And, 
indeed,  we  had  a  bug  when  we 
first  deployed  the  switch.  It 
surfaced  in  February  1995  and 
was  fixed  "in  March,  well 
before  the  NSF  [National 
Science  Foundation]  back- 
bone cut  off.  So  the  Internet 
was  never  in 
danger. 

As  for  cus- 
tomers "flee- 
ing"— at  the 
time  we  had  12 
ISPs  using 
Pacific  Bell. 
Today  we  have 
17,  and  our 
traffic  has  dou- 
bled in  the  last 
six  weeks. 
Gilder  got  one  thing  right, 
or  half  right.  He  said  our  ATM 
switches  suffered  from  skimpy 
buffers,  which  they  did.  On 
Feb.  25,  we  successfully  cut 
over  new  Stratacom  switches 
with  extremely  robust  buffers. 
So  another  piece  of  old  news 
is  irrelevant. 
DAVID  W.  DORMAN 
President  and  CEO 
Pacific  Bell 
San  Francisco,  Calif. 

...  or  Maybe  Not 

ISDN  may  be  ready  for  prime 
time  technologically  ["ISDN: 
Ready  for  Prime  Time,"  Feb. 
26],  but  the  telcos,  at  least 
NYNEX,  are  far  from  ready 
administratively.  A  few 
months  ago,  my  bill  included 
a  flyer  urging  me  to  call  their 
special  ISDN  number,  1-800- 
GET-ISDN,  for  information.  I 
called,  and  the  NYNEX  repre- 
sentative told  me  he  had  no 
information  on  ISDN.  When  I 
expressed  my  dismay,  the  man 
laughed  and  said  that  within 
his  group  ISDN  was  said  to 
stand  for  "It  Still  Does 
Nothing." 
LARRY  MARTELL 
larrym@imsi.com 

@Home  Alone 

I  don't  entirely  agree  with 
Mr.  Gilder's  ideas  that  band- 
width will  completely  obsolete 
processing  and  put  Bill  Gates 
and  Andy  Grove  out  of  busi- 


ness ["Telecosm:  Goliath  at 
Bay,"  Feb.  26].  Look  at  it  th 
way — I'm  a  businessperson 
sending  this  letter  from  my 
laptop.  At  home,  perhaps 
George  is  right  and  I  no 
longer  need  my  copy  of  MS 
Word  to  compose  this;  I  earn 
use  my  new  Java-tized,  pay- 
as-you-go  Web  word  proces< 
sor  in  its  place.  But  can  I  do 
that  from  my  hotel  room? 
Maybe.  From  the  airport? 
Probably  not.  From  the  air- 
plane? Definitely  not. 
CHRIS  SELLAND 
7  5  740, 3  02  2  ©Compuserve. coi 

The  "broadband  Internet" 
described  by  Gilder  appears 
to  rely  on  the  ability  of  Mil 
Medin  and  ©Home  to 
enhance  the  inadequate  banc 
width  of  the  current  Interne! 
with  a  lot  of  virtual  band- 
width. The  distinction 
between  bandwidth  and  virti 
al  bandwidth  is  important  if 
electronic  commerce  really 
takes  off.  Local  caches,  etc., 
will  be  easy  if  the  bit  flow  is) 
one  way,  but  what  if  people 
need  access  to  a  real  two-wai 
network?  I  believe  Medin 
when  he  says,  "All  this  is  pel 
fectly  possible  technically." 
also  believe  that  this  broad- 
band vision  will  make  the 
most  complicated  existing 
client/server  implementation 
look  like  switching  on  a  Son 
PlayStation. 
MIKE  ANGUS 
fmangus@mail.bogo.co.uk 


Tollbooths  on  the 
Information  Highway 

Zero  Marginal  Magic  ["Tele- 
cosm:  Goliath  at  Bay,"  Feb.  2! 
is  superb,  but  George  Gilder" 
analogy  [using]  general-pur 
pose  PCs  is  flawed.  A  power 
user  on  a  PC  who  wants  fast  r« 
sponse  can  get  it.  A  power  us( 
who  wants  fast  response  on  tl 
Net  may  buy  a  lot  of  band- 
width, but  this  connection  is 
good  only  as  far  as  his  local  se 
vice  provider.  Beyond  that,  tl 
extra  cost  of  sending  10  times 
more  data  than  necessary  is 
shared  by  millions  of  other 
users.  The  benefits  of  faster 
transmission  times  by  not 
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and  how  accurately  you  can  answe 
ese  key  business  questions? 


will  we  run  out  of  cash? 

How  do  we  stack  up  against  the 
competition? 

will  my  banker  lend  me  money? 

What  happens  to  cash  flow  if  we 
grow  at  10%  instead  of  15%? 

what  are  my  trends  in  profitability? 

Does  it  make  sense  to  buy  this 
business  at  this  price? 

;he  Answers  vital  Business  Questions 

iu're  an  executive  in  charge  of  keeping  your  company's 
icial  house  in  order,  you  simply  can't  afford  to  play  your 
s  wrong.  But  until  now  you've  had  to  deal  with  fragile  mod- 
iuilt  with  inflexible  tools.  You  need  a  detailed  forecasting 
strategic  budgeting  solution  that  takes  you  to  the  next  level 
Productivity  and  accuracy.  You  need  Cashe. 

le  is  not  another  spreadsheet  template  but  a  knowledge- 
id  solution  for  comprehensive  financial  forecasting.  Its  self- 
isting  model  works  on  business  information  you  provide. 
Jify  vour  assumptions  and  Cashe  automatically  adjusts  the 
del  for  you.  Cashe  has  the  financial  expertise  built  in. 

Don't  Predict  Your 
Future,  Plan  It 

Prepare  a  strategic  business 
plan,  evaluate  a  merger/ 
acquisition,  understand  how 
much  debt  or  equity  you  can 
raise,  or  analyze  a  price  or 
product  mix  change.  Cashe  is 
»le  enough  to  handle  any  unique  situation:  Since  you  input 
own  business  information,  you  get  back  forecasts  tailored 
our  industry  and  competitive  situation.  You  don't  sacrifice 
existing  system  either,-  Cashe  can  use  data  you  already 
in  your  spreadsheet  models.  Rather  than  replace  your 
/are,  Cashe  enhances  it 
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Better  Decisions 

With  Cashe  you  forecast  more 
accurately,  more  comprehen- 
sively and  more  often.  Mun- 
dane tasks  are  automated,  so 
it's  easy  to  be  thorough.  Cashe 
takes  only  seconds  to  review 
alternative  scenarios. 

Evaluate  Cashe  Risk  FREE  For  30  Days 

We'll  send  you  an  evaluation  copy  to  use  during  the  30-day  trial 
period.  At  the  end  of  30  days,  ir  you  want  to  keep  Cashe,  call  or 
fax  us  with  your  credit  card  numoer  and  we'll  bill  you  $1,095 
plus  shipping  and  handling.  You  save  $900  off  the  suggested 
retail  price. 

Early  Payment  Option...Save  $100  More! 

if  you  already  know  you  want  Cashe,  don't  wait.  Order  a  full  work- 
ing copy  now  at  a  total  purchase  price  of  $995  plus  shipping  and 
handling,  if  you're  not  satisfied,  return  the  software  in  30  days  for 
a  jull  refund 

caih  1-800-993-3600 

Fax:  1-617-899-1 100  -  E-Mail:  lnfo@bmatters.com 

Reference  your  confirmation  code:  6AI42 


fustty  Mo/ms™  provided  by: 

a  company  of 

The  Dun  V  Bodstrccl  Corporation 


Dun&Bradstreet 
Information  Services 


Ca$he 


The  Knowledge-Based  Financial  Forecasting  Solution 
visit  our  Web  site  at  http://www.bmatters.com 
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Before  you  bash 
the  most  reason- 
ably priced  commu- 
nications service  in 
the  world,  think  of 
all  of  the  baggage 
that  the  Ma  Bell 
end  products  had 
to  carry  into  the 
marketplace. 


sending  the  extra  data  are  also 
shared  by  everyone.  Why  both- 
er? Just  click  and  send. 

On  a  shared  resource  the 
marginal  opportunity  cost  of 
the  lowest-valued  user  deter- 
mines the  response  time. 
Business  cannot  operate  with 
wait  times  determined  by  uni- 
versity undergraduates  who 
value  their  time  at  nil.  The 
"P"  in  PC  means  more  than 
who  incurred  the  cost  in  buy- 
ing it.  Costs  and  benefits  are 
personalized.  Unless  benefits 
on  the  Internet  can  be  inter- 
nalized, too,  the  marginal 
magic  model  won't  fly. 
IAN  RUNGE 
irunge@runge.com 

Our  Kind  of  People 

I  am  an  unlikely  fan  of  Forbes 
ASAP.  I  do  not  own  a  comput- 
er and  have  spent  less  than  an 
hour  on  the  Internet.  Despite 
my  faults,  I  love  your  maga- 
zine and  find  myself  reading  it 
before  your  parent  magazine 
when  the  two  arrive  in  the 
mail.  Keep  it  up. 
JON  M.  MAHAN 
Williamsburg,  Va. 

Empower  or  Perish 

Regarding  Bill  Walsh's  col- 
'  ran  ["Game  Plan:  Insecurity 
Complex;'  April  8]:  The 
model  of  corporate  America 
having  lifetime  employment 


for  white-collar  workers  is  not 
written  in  stone.  It  was  a  fair- 
ly recent  deyelopment  only 
dating  from  the  period  after 
World  War  II.  The  key  issue 
is  the  psychological  contract 
under  which  we  hire  staff. 
Studies  have  shown  that  how 
people  are  treated  is  far  less 
important  than  how  honestly 
they  are  dealt  with.  If  employ- 
ees are  told  to  expect  lifetime 
employment  in  exchange  for 
loyalty  to  the  company,  they 
will  be  demoralized  if  this 
promise  is  not  met.  If  they  are 
told,  as  contract  systems 
developers  often  are,  that  they 
are  being  hired  on  a  project, 
no  demoralization  will  result 
in  the  people  who  are  let  go 
when  the  project  ends. 
STEVEN  STRAUSS 
sstrauss@aol.com 

It's  a  Living 

Let's  see . . .  Rick  Sherlund 
["Six  Billion  Dollar  Man," 
April  8]  gets  up  (although  it 
looks  like  he  could  use  a  little 
more  sleep),  works  out,  comes 
to  the  office,  checks  on  several 
companies,  calls  them  and 
asks  in-depth  questions  ("How 
do  things  look  going  for- 
ward?"), checks  the  Street  and 
comes  in  on  the  conservative 
low  end,  has  three  breakfasts, 
throws  away  some  messages 
[and]  almost  nods  off  while  on 
the  phone.  He  closes  the  day 
by  giving  a  company  president 
a  hard  time.  Hmmm.  If 
Goldman  Sachs  needs  another 
Rick  Sherlund,  I  truly  believe 
I  can  accomplish  the  above, 
without  almost  nodding  off. 
Oh,  and  about  that  negative 
report  on  Microsoft.  Thanks, 
Mr.  Sherlund,  you  enabled  me 
to  take  a  larger  position  at  an 
undervalued  price. 
DENNIS  KLINE 
Huntington  Beach,  Calif. 

"Six  Billion  Dollar  Man"  is  far 
and  away  the  best  coverage  I 
have  seen  of  what  life  is  really 
like  for  a  security  analyst. 
WILLIAM  HAYES 
President,  New  York  Society 
of  Security  Analysts 
New  York,  N.Y. 


Parallel  Accounting 

"The  Value  Chain:  Why 
Profits  Don't  Matter"  [April 
8]  was  an  excellent  start  in 
describing  why  old-fashioned 
accounting  conceals  rather 
than  reveals  critical  data.  For 
example,  traditional  P&L 
statements  treat  profit  dollars 
earned  from  loyal,  repeat  cus- 
tomers the  same  as  [dollars] 
earned  from  cutting  costs 
and/or  raising  prices. 

A  new  accounting  system 
called  Parallel  Accounting  has 
been  invented  that  measures 
both  innovative  profits  and 
repetitive  profits  in  balance.  It 
works  with  the  same  total  dol- 
lars found  in  the  traditional 
balance  sheets  but  objectively 
divides  them  into  two  cate- 
gories. One  would  be  quality 
profits  coming  from  launching 
new  products  successfully,  etc., 
while  the  other  would  include 
profits  from  things  like  price 
increases,  cost  cuts  and  stock 
repurchases. 
MURRAY  HILLMAN 
President,  The  Strategy 
Workshop 
New  York,  N.Y. 

Stupid,  Juvenile... 

I  can't  believe  that  a  class  act 
like  your  publication  would 
publish  such  a  dis- 
is     gusting,  degrad- 
iA    ing  and  shock- 
ing cartoon  as 
the  one  on  page  76  in  your 
Feb.  26  issue.  It  was  stupid, 
moronic  and  juvenile. 
PAMJUTTELSTAD 
Tequesta,  Fla. 
7  5  342, 243  O@compuserve.com 

...  Dorks,  Morons 

I  have  just  been  reading  the 
April  8  Forbes  ASAP.  Fabulous 
issue.  I  admire  those  who  can 
use  the  words  dork  and  moron 
in  print. 

JAN  DROGEMULLER 
jd@actrix.gen.nz 

Bell  Ringer 

A  letter  to  the  editor  was 
written  to  correct  Michael 
Malone's  earlier  article, 
"Chips  Triumphant"  [Feb. 
26],  but  it,  too,  erred. 


["Letters  to  ASAP,"  April  8]. 
The  point-contact  transistor 
was  invented  at  the  Bell 
Telephone  Laboratories  in 
Murray  Hill,  N.J.,  but  the 
first  public  demonstration  wd 
at  the  West  Street  facility  in 
Manhattan.  I  can't  help  but 
wonder  what  would  have  hap 
pened  if  it  had  been  invented 
today,  when  industrial  secrec! 
is  the  norm.  Bell  Labs  opene 
up  its  research  to  the  world. 
ALFRED  U.  MAC  RAE 
Berkeley  Heights,  N.J. 

Nail  on  the  Head 

Thanks  for  Virginia  Postrel's 
column  "The  Big  Picture:  It' 
All  in  the  Head"  [Feb.  26].  Ii 
one  page  you  managed  to 
encapsulate  everything  I've 
learned,  felt  and  thought  on 
economics,  technology,  our 
behavior  as  individuals  and  a 
a  technoculture. 
CHARLIE  RHODES 
Owner,  Genisys 
Systems  Group 
Brentwood,  Tenn. 

Virginia's  Secret 

With  all  due  respect  to  your 
fine  fact  checkers,  anyone  whq 
pays  75  cents  for  a  Diet  Coke 
has  way  too  much  money  to 
burn  ["From  High  Torque  to 
High  Tech,"  April  8].  The  ad 
tual  cost  is  more  like  30  cents,) 
bought  by  the  12 -pack,  as  any 
bona  fide  addict  could  tell  you 
(I  drink  8  to  12  cans  a  day.) 
VIRGINIA  POSTREL 
vpostrel@aol.com 
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Lower  costs 
and  higher 
quality 


were  the  goals 


of  our  ^Aggressive  Sourcing 


lime  Atkinson,  Contract  Administrator,  USF&G 


program.  And,  after  an  intensive 

jearch,  they  were  the  reasons  we 
hose  Olsten  Staffing  4 


U  S  F+fi 

INSURANCE 


When  Laurie  Atkinson  and  a  team  of  senior  managers 
set  out  to  reengineer  the  procurement  functions  at 
USF&G's  headquarters  and  branch  offices,  the  first 
area  they  tackled  was  temporary  staffing. 

"At  the  time,"  says  Atkinson,  "we  were  using  more 
than  100  staffing  vendors.  Each  department  or  office 
made  their  own  decisions.  We  needed  more  quality 
control  and  less  paperwork." 

USF&G  began  searching  for  a  partner  with  the 
ability  to  manage  a  wide  range  of  temporary  staffing 
needs  across  the  country.  They  were  also  looking  for 
systems  that  could  streamline  their  flexible  staffing 
process.  After  reviewing  40  firms,  they  chose  Olsten. 

"In  the  year  since  we  began  working  with  Olsten," 
says  Atkinson,  with  a  smile,  "we  have  met  or  exceeded 
all  our  goals.  Most  important,  our  internal  clients  are 
happy  with  the  service.  That's  what  I  call  success." 


With  more  than  700  offices,  Olsten  Staffing 
Services  meets  the  diverse  needs  of  its  global  clients 
with  supplemental  staff  across  the  spectrum  of  job 
skills.  As  part  of  Olsten  Corporation,  one  of  the 
largest  human  resource  services  providers  in  the  world, 
we  deliver  superbly  trained  personnel,  solid  on-time 
performance  and  a  full  range  of  staffing  services. 


THE  ONE  CALL  THAT  WORKS 


1-800-WORK  NOW 


Olsten 

Staffing  Services5' 

America  is  going  to  work  with  uss 


Visit  US  at  http://wWW.W0rkn0W.C0m  ©1996  Olsten  Corporation  E0E  M/F/D/V 


Game  Plan 


WHEN  PAST  PERFECT  ISN' 

Life  isn't  fair.  To  repeat  success,  you  can  hardly  ever  do  exactly 
what  worked  so  well  before.  By  Bill  Walsh 


During  a  radio  interview  just  after  Pixar  hit  it  big 
with  Toy  Story,  Steve  Jobs  talked  about  the  failure 
of  the  Next  computer  and  admitted  making  a  very 
common  mistake.  When  you  leave  a  place  where 
you've  had  a  big  success,  Jobs  said,  the  most  natural  thing 
is  to  try  to  replicate  the  approach  that  worked  so  well.  But 
in  a  world  of  rapid  business  change,  that  may  be  precisely 
the  formula  for  disaster. 

No  doubt  it  was  easier  for  Jobs  to  make  that  observa- 
tion in  the  wake  of  a  fresh  success  very  different  from  his 
glory  years  at  Apple.  Obviously,  he  had  learned  the  lesson 
he  preached.  Given  the  shaky  start  of  Next  (its  hardware 
division  crashed,  taking  almost  $200  million  of  investor 
funds  with  it),  we  can  assume  Jobs  learned  the  hard  way. 

There's  probably  no  easy  way  to  learn  that  lesson.  When 
you've  won  the  championship  ring,  captured  the  market  or 
engineered  the  sensational  initial  stock  offering,  it's  natur- 
al to  apply  that  successful  game  plan  to  the  next  challenge. 
The  problem?  No  situation  is  ever  the  same  as  the  one  be- 
fore, especially  in  a  world  where  the  only  consistent  factor 
is  change.  The  setting,  the  cast  of  characters,  the  dynam- 
ic— everything  is  different.  In  the  brief  period  it  takes  some- 
one to  move  from  one  place  to  another,  the  nature  of  an 
entire  business  may  be  transformed.  During  my  years  with 
the  49ers,  I  frequently  saw  assistant  coaches  leave  for  oth- 
er teams  and  attempt  to  bend  a  new  reality  into  a  familiar 
shape.  Sometimes  they  succeeded.  More  often,  they  didn't. 

Those  who  were  successful  usually  figured  out  quickly 
that  they  needed  to  change.  I  saw  a  classic  example  of  this 
in  my  old  boss,  Paul  Brown.  By  the  time  he  left  the  Cleve- 
land Browns,  Brown  was  rightly  considered  one  of  the  all- 
time  great  football  coaches.  Four  years  later,  when  he  joined 
the  Cincinnati  Bengals,  he  started  out  operating  as  he  al- 
ways had  but  soon  discovered  that  almost  nothing  was  the 
same.  He  was  in  a  new  league  at  a  far  less  attractive  fran- 
chise. He  didn't  have  access  to  the  great  athletes — the  Otto 
Grahams  and  Marion  Motleys — who'd  wanted  to  play  for 
Cleveland.  In  addition,  the  new  league  was  wide  open  and 
pass  oriented.  For  the  first  time,  the  legendary  coach  had 
to  adapt  to  inferior  talent  and  build  a  team  in  a  different 
way  for  a  different  game. 

Brown  wasn't  a  particularly  flexible  person,  but  he  was 
The  acknowledged  master  at  his  game,  he  was  still 


willing  to  listen  to  others  and  to  change.  As  proof  positiv 
of  how  quickly  Brown  adjusted,  in  his  third  year  he  took  th 
Bengals  to  the  AFC  Central  Division  championship,  and  i 
1981  they  went  to  the  Super  Bowl.  [Editor's  note:  The  Ben 
gals  lost  the  '81  and  '88  Super  Bowls  to  Bill  Walsh's  49ers 

But  the  ability  to  adapt  has  its  limits.  The  winning  ap 
proach  is  to  make  the  changes  necessary  for  success  with 
out  abandoning  fundamental  principles.  Brown  remaine 
a  perfectionist,  despite  the  lesser  talents  he  initially  worke 
with.  His  organizational  brilliance  was  undiminished.  An 
his  fundamentally  sound,  consistent  approach  to  his  stai 
and  athletes  sustained  the  franchise  in  an  uncertain  envl 
ronment.  Yet  from  a  strategic  and  tactical  standpoint,  Brow 
managed  a  tremendous  amount  of  change. 

When  I  left  the  49ers  and  joined  Stanford,  I  needed  t 
retain  my  teaching  concepts  and  organizational  philosa 
phy.  At  the  same  time,  I  had  to  adapt  to  totally  differen 
requirements  in  identifying  and  courting  talent.  The  clou 
that  had  built  up  as  the  49ers  became  a  consistent  cham 
pionship  contender  was  a  powerful  management  ally.  Bu 
as  the  coach  of  a  college  team  with  high  academic  stafl 
dards  for  student  athletes,  I  could  no  longer  take  such  clou 
for  granted.  Similarly,  if  you  leave  an  IBM  or  a  Microsoi 
to  organize  a  startup  (as  Steve  Jobs  left  a  then-powerfi 
Apple),  you  shouldn't  abandon  the  personal  attributes  tha 
brought  you  success.  But  it's  essential  to  recognize  tha 
vour  place  in  the  scheme  of  things  is  different  and  to  mak 
the  necessary  adjustments — fast.  An  inner  confidence  base 
on  what  you've  done  before  is  a  potent  tool.  But  once  you'r 
under  way  in  a  new  situation,  you  can't  expect  others  to  g 
along  with  your  ideas  because  you  have  a  good  reputatior 
In  fact,  too  much  confidence  can  give  the  impression  yoi 
can't  be  approached,  that  you  have  some  master  plan  you 
subordinates  can't  share.  When  you  need  their  input,  they' 
be  waiting  for  you  to  give  them  the  answers. 

In  facing  a  new  situation,  the  crucial  first  step  is  to  foij 
get  the  immediate  past  and  make  a  formal  analysis  of  th 
job's  circumstances  and  parameters.  Understand  where  yo 
are  and  what  is  needed  now.  One  definition  of  insanity  i 
doing  the  same  tiling  over  and  over  and  expecting  a  dii 
ferent  result.  In  business,  that  might  be  restated  as  doin 
the  same  thing  over  again,  in  different  circumstances,  an 
expecting  the  same  result. 
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is  ringing." 


Did  she  say  connector  instead  of  phone?  Well,  if  she's  from  AMP  its  understandable,  because  we've  asked  our  people 
to  think  of  anything  that  provides  connectivity,  even  between  people,  as  connectors.  Usually  thought  <  >f  as  pieces 
of  plastic  and  metal  sitting  on  circuit  boards  or  ends  of  cables,  connectors  are  being  redefined.  We're  broadening 
their  definition  to  include  the  circuit  boards  and  cables,  seeing  connectors  as  entire  signal  paths  -  from  where 
they're  generated,  to  where  they're  received.  Redefining  connectors  has  led  us 
to  add  certain  technologies  to  our  company,  like  circuit  boards,  cable  assemblies, 
sensors,  optoelectronics,  and  wireless  components.  And  we  bring  these 
technologies  together  to  create  proven  connectivity  subsystems  that  our 
customers  can  drop  into  their  designs  —  giving  them  a  better  way  to  solve 
problems  brought  on  by  faster  chips,  shrinking  form  factors,  and  shorter 
development  times.  So  w  hile  we  don  e  expeci  everyone  to  think  of  phones 
as  connectors,  our  customers  benefit  because  our  people  do. 


Connecting 
at  a 


level. 


AMP  Incorporated,  Harnsburg,  PA 
Canada  905-470-4425.  England  4 


Contact  your  regional  center:  USA  1  -800-522-6752. 
00.  Singapore  65-482-031 1 .  Japan  81  -44-813-8502. 


"Wouldn't  it 
be  nice  if  the 

wondrous,  mk  Ik 

futuristic, 

vi  r t 


world  of  the 
Internet  was 
just  a  little  less, 
well,  virtual?" 


UPDATE 


I  Something  magical  is  happening 
Jf  to  our  planet.  Its  getting  smaller. 


Every  day,  more  people  and  more  information  are 
making  the  Internet  a  place  of  incredible  oppor- 
tunity and  transformation. 

Suddenly,  folks  just  like  you  have  access  to 
potential  customers,  business  contacts,  partners 
and  competitors  in  every  corner  of  the  planet. 

How  can  you  make  the  most  of  this  opportu- 
nity? Well,  we'd  like  to  help. 

We  have  all  the  minds  and  resources  of 
IBM  locused  on  the  emerging  world  of  networked 
computing. 

Over  the  next  few  months,  we're  going  to 
discuss  strategies  and  technologies  to  help  you  get 


from  here  to  there.  Let's  start  by  talking  abo 
what's  going  on  across  the  planet. 

Electronic  commerce  is  becoming  a  re 
thanks  to  improved  security  and  encryption 
technology  like  our  innovative  Cryptolopes? 
ensures  that  messages  are  read  only  by  the 
people  you  want  reading  them. 

Cybermalls  are  springing  up  everywhe 
letting  companies  sell  their  wares  to  mill  ioi 
customers  online,  without  costly  real  estate. 

And  instead  of  gathering  dust  in  a  ware 
products  are  made  and  shipped  to  order. 

You  now  have  access  to  incredible  infori 
resources.  Services  like  IBM  infoSage  can  sc 
thousands  of  different  information  sources  t 


IBM.  IBM  Global  Network,  CiyploloMi  and  Solutions  lor  a  small  planel  arc  trademarks  ol  IBM  Corp  Lolus  and  Noles  are  trademarks  ol  Lotus  Devel  Corp  ©  1996  IBM  Corp 


iedles  you  need  in  the  vast  virtual  haystack, 
ne  how  that  can  transform  your  ability  to 
decisions,  to  plan  and  to  profit. 
And  the  infoflow  goes  both  ways.  The  more 
ir  own  enterprise  data  you  can  bring  online, 
der  you  can  cast  your  net. 
The  secure  IBM  Global  Network™  is  helping 
inies  connect.  Businesses  are  expanding  to 
ustomers  and  suppliers  piping-hot  informa- 
n  prices,  inventory  and  delivery  schedules, 
ig  them  more  efficient  and  honing  their 
stitive  edge. 

411  thanks  to  one  of  the  worlds  largest  private 
etworks,  with  secure  access  from  Rio  to 
ivik  and  848  other  cities  worldwide.  And  by 


using  Lotus  Notes*  over  the  Internet,  people  in 
remote  locations  can  work  on  the  same  project 
simultaneously,  expanding  their  reach  even  further. 

If  you're  eager  to  take  advantage  of  the 
Internet,  you  don't  need  to  be  a  millionaire.  Or  a 
genius.  You  just  need  to  drop  by  www,  ibm.com. 

Or  call  1  800  IBM-7080,  ext.  G200,  for  our 
tree  16-page  booklet  highlighting  how  IBM  can 
help  your  business  thrive  in  a  networked  world. 

This  is  just  the  beginning.  We  have  a  lot 
more  to  share  with  you.  Just  remember:  its  a  small 
planet.  And  it's  yours. 


Solutions  for  a  small  planet™  =  ==  =~ 


The  Unknown  Entrepreneur 


STEP  2:  FUNDING  UP 

My  seed  money  had  vanished.  Now  what?  How  was  I  to  get 
that  kind  of  dough,  legally?  By  Mo  Schumpeter 


So  i  finally  got  financing  for  WebProfiler  Inc. 
What  a  royal  pain,  but  it's  done,  for  now.  If  you  re- 
member, I  had  scraped  together  $200,000  from  my 
IRA,  friends,  relatives  and  an  avocado  king  to  get 
my  company  (myself  and  five  other  pluggers)  off  the 
ground.  I'm  glad  I  did.  My  product,  WebProfiler,  an  au- 
tomated Web-based  personality  profiler  for  direct  mar- 
keting, moved  from  idea  to  reality.  And  we  moved  up  one 
rank,  from  seed  to  startup. 

That's  the  good  news.  The  bad  news  is  I  had  to  scrape 
together  another  $200,000.  I  learned  how  to  haggle  better 
than  a  vendor  in  an  Arabian  market.  I  figured  I  needed  some- 
where between  $2  million  and  $3  million  to  get  WebPro- 
filer from  a  concept  to  a  commercialized  product,  release 
1.0.  That  would  mean  hiring  a  team  of  20  technical  folks 
and  a  support  staff  of  10,  with  marketing  (we'll  deal  with 
sales  some  other  time)  included  in  support.  About  $500,000 
would  need  to  go  into  technology — servers  (the  salesforce), 
PCs  and  telecommunications — to  become  a  true  high-hit- 
rate  Web  site.  Plus  we'd  need  a  few  bucks  for  other  junk 
like  copiers,  faxes  and  voice-mail  equipment  so  our  com- 
pany of  30  would  seem  like  a  well-oiled  army  of  hundreds. 

So  how  could  I  get  that  kind  of  dough,  legally?  The  first 
thing  I  figured  out  was  not  to  be  a  pig,  either  with  my  orig- 
inal partners  or  with  future  partners.  Now  I'm  not  the  char- 
itable type,  so  this  was  tough.  But  I  quickly  found  out  that 
no  one  wants  to  fund  a  sole  proprietor — too  much  risk,  from 
the  owner  getting  run  over  by  a  bus  to  his  falling  through 
everyday  trapdoors,  like  booze  or  babes.  Venture  money  fig- 
ured out  long  ago  that  well-distributed  stock,  even  among 
founders,  creates  not  only  consensus-building  but  also  peer 
pressure  to  do  the  right  thing. 

So  here  is  what  I  did.  (Warning:  Although  this  might 
seem  complicated,  it's  just  ninth  grade  algebra  with  lots  of 
lawyer  mumbo  jumbo  tossed  in  to  make  it  appear  difficult.) 
I  created  8  million  shares  of  common  stock,  with  a  par  val- 
ue of  $0.000001,  and  then  I  gave,  er,  sold  that  to  all  six 
founders,  including  myself.  I  took  3  million  shares  and  gave 
1  million  each  to  the  other  five.  I  rolled  the  $400,000  in 
seed  money  into  a  Series  A  Convertible  preferred  stock  at 
40  cents  for  another  1  million  shares.  This  valued  the  com- 
pany at  I  $4  million  (not  bad  for  a  project  that  was 


still  just  an  idea),  but  it  was  still  cheap  enough  to  pay  back 
those  with  enough  cojones  to  fund  my  venture. 

The  Series  A  had  some  reasonable  provisions  to  make  it 
a  senior  piece  of  paper  to  the  common,  things  like  liquida- 
tion preference,  registration  rights,  etc.  I  won't  bore  you. 
The  reason  to  do  this,  bluntly,  was  to  devalue  the  common 
stock  to  four  cents,  or  10%  of  the  value  of  the  preferred 
stock.  Now,  this  wasn't  to  hose  my  stock — it  was  a  clever 
mechanism  to  skirt  IRS  rules  about  giving  out  stock  options 
at  market  value  or  else  paying  taxes  on  the  difference. 

We  then  set  aside  another  1  million  shares  for  stock  op- 
tions at  that  cheap  four-cents  strike  price,  and  we  used  part 
of  the  stock  to  attract  some  talent.  With  preferred  stock, 
our  lawyers  felt  comfortable  valuing  the  options  on  com- 
mon stock  so  cheap.  It  didn't  hurt  that  I  gave  20,000  shares 
to  the  law  firm  in  lieu  of  payment — why  spend  money  wher 
options  will  do  the  trick?  Got  lots  of  extra  hours,  too — amaz- 
ing how  incentives  work! 

Next  I  wrote  a  business  plan  (actually,  five  pages  of  text) 
three  spreadsheets  and  a  pointer  to  our  Web  site  to  down- 
load a  demo.  All  the  projections  I  put  together  showec 
modest  revenues — really  one-time  service  fees — for  1£ 
months,  then  massive  licensing  revenues  and  software  sale: 
as  the  market  scales.  Nonetheless,  the  trick  was  to  figun 
out  a  reasonable  valuation  method  (besides  negotiation)  tc 
justify  some  reasonable  (that  is,  not  too  dilutive)  value  fo 
WebProfiler  Inc. 

What  I  ended  up  creating,  unintentionally,  was  an  auc 
tion — for  a  while,  anyway!  The  first  task  was  to  spiff  uj 
our  headquarters  at  the  dog-assed  warehouse  in  San  Jose 
Hint:  A  little  Sheetrock  goes  a  long  way.  We  added  to  thi 
about  50  borrowed  PCs  to  give  the  place  a  serious,  bus; 
look.  I  demo'd  a  phone  system,  a  copier  and  even  sorm 
post-Deco  furniture,  set  up  a  paging  network  of  a  dozei 
out-of-work  (by  choice)  twentysomethings  who  could  ge 
to  our  office  on  a  half-hour's  notice,  and  then  let  the  tire 
kicking  begin. 

I  felt  sort  of  bad  about  the  subterfuge,  but  what  the  heck 
it  worked.  Later,  the  VC  bastards  would  pull  a  few  nast 
tricks  of  their  own. 

The  unknown  entrepreneur  is  a  former  investment  bunker  who  does  know  all  the  trick 
Not  wanting  to  lose  his  seat  at  the  table,  he  chooses  to  keep  his  real  identity  a  secre 
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Menu  Help 


We  would  like  to  introduce  you  to  the  Oldsmobile  Virtual  Showroom,  a  free 
CD-ROM  chock-full  of  pictures  and  information  about  the  entire  Oldsmobile 
lineup.  If  you've  got  a  Windows*  PC  and  CD-ROAA  drive,  just  boot  up  and  tour 
showroom.  Its  easy  to  decide  which  Oldsmobile  meets  your  needs.  You  can  view  each  car  from  any  of 
positions.  Open  the  doors.  Check  under  the  hood.  Take  a  peek  inside  the  trunk.  You  can  even  compare  your 
orite  Oldsmobile  to  some  of  the  competition.  So  call  1-800-959-3433  today.  The  Oldsmobile  Virtual 

1 

^wroom  is  absolutely  free  while  supplies  last.  And 


en  viewed  properly,  the  chances  of  spraining  your 

toe  are  quite  slim.  CSD  Oldsmobile 


»1UM  SYSTEM  REQUIREMENTS   •  486SX/33MHZ  OR  FASTER  MICROPROCESSOR  • 

OF  AVAILABLE  RAM  •  SVGA  GRAPHICS  CARD  (640X480,  256  COLORS)  AND  COMPATIBLE 

ITOR  •  MICROSOFT  WINDOWS8  95  OR  MICROSOFT  WINDOWS'  3  1  •  SOUND  BLASTER™ 

)0%  MICROSOFT  WINDOWS  COMPATIBLE  SOUND  CARD  •  MPC  COMPATIBLE  CD-ROM  DRIVE 
MICROSOFT  CD-ROM  EXTENSION  MSCDEX  EXE  2  21  OR  LATER  (150  KB/S  SUSTAINED 

SFER  RATE  OR  BETTER)  •  DOS  5  0  OR  LATER  (NOT  APPLICABLE  UNDER  WINDOWS  95)  • 

OSOFT  COMPATIBLE  MOUSE 


3  1996  QM  Corp.  All  rights  reserved. 

I  to  callers  age  16  an  J  over.  One  per  household   Allow  4  to  o  weeks  lor  delivery. 


Call  now  for  your  free 
Oldsmobile 
Virtual 
Showroom 
CD-ROM. 


1-80O959-3433 
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Finding  a  new  industrial  site  takes 
more  than  locating  acreage  with  a  rail 
siding.  You  need  to  know  the  full 
profile  of  resources  available  at  a 
particular  location. 
Norfolk  Southern  can  help.  Our  team 
yof  Industrial  Development  profession- 
als not  only  finds  the  site  that  fits  your 
needs,  but  also  provides  engineering, 
site  layout  and  logistics  assistance. 
We've  helped  an  impressive  array  of 
FORTUNE  500®  companies  with 
requirements  as  diverse  as  assessing 
local  utility  capabilities  and  assisting 
in  preliminary  environmental 
screening. 

Our  service  is  free  and  confidential. 
You  can  learn  more  about  it  by  calling 
Larry  Qollingwood,  kVPkndustrial 
Development,  at  (404)  529-1591, 
or  your  nearest  Norfolk  Southern 
sales  office.  m 
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The  Value  Chain 


DOES  MONEY  EXIST? 

As  money  evolves  from  "stored  value"  to  an  electronic  measure  of 
value,  the  implications  are  dramatic.  By  William  Davidow 


Does  money  exist?  Most  of  us  would  answer  yes.  Of 
course,  we'd  say,  money  exists.  It  is  what  we  receive 
for  our  labor,  what  we  use  to  pay  our  bills  and  what 
we  save  for  our  retirement.  But  the  answer  to  this 
question  is  not  as  cut-and-dried  as  you  might  think.  In- 
creasingly, the  answer  is  no. 

The  money  we  all  learned  about  in  Economics  101  was 
defined  by  the  agricultural  and  industrial  ages.  This  "old 
money"  was  a  store  of  value  and  a  medium  of  exchange.  The 
"new  money"  of  the  information  age  will  be  used  less  for 
these  functions;  instead,  it  will  serve  more  and  more  as  a 
measure  of  value.  Money  will  be  an  information  carrier  that 
lets  us  compare  the  value  of  items,  but  it  will  become  a  very 
different  commodity  from  the  one  we  know  today. 

Back  in  the  days  when  commercial  transactions  might 
take  months  to  complete,  money  represented  a  durable  store 
of  value.  A  trader  put  silver  coin  on  a  ship  and  sailed  to  Asia 
where  he  exchanged  the  coin  for  tea.  The  silver  stored  val- 
ue for  the  duration  of  the  trip.  The  same  was  true  of  sav- 
ings. Everyone  remembers  stories  of  people  who  saved  for 
the  future  by  storing  their  wealth  under  their  floorboards 
like  George  Eliot's  famous  miser,  Silas  Marner. 

The  introduction  of  money  as  a  medium  of  exchange 
greatly  facilitated  trade.  Before,  in  the  barter  economies, 
someone  who  had  cloth  to  sell  and  wanted  a  pig  had  to  find 
a  pig  owner  who  wanted  to  trade  the  pig  for  cloth.  But  the 
introduction  of  metal  coins  created  a  standard  way  to  value 
cloth  and  pigs  and  facilitated  trade.  The  monarchies  that  is- 
sued the  coins  served  as  standards  bodies.  They  guaranteed 
coins  contained  the  proper  amount  of  precious  metal. 

Money  became  a  means  of  measurement  rather  than  a 
store  of  value  when  governments  moved  from  issuing  coins 
made  of  precious  metals  to  printing  paper  money.  Paper 
money  was  a  great  convenience:  People  didn't  have  to  car- 
ry around  pounds  of  precious  metal  in  their  pockets.  With 
this  transition,  it  also  became  possible  for  governments  to 
back  a  large  .  aount  of  paper  money  with  only  a  small 
amount  of  gold.  !  the  people  who  had  paper  money, 

after  all,  would  try  t<  ivert  it  into  gold  at  the  same  time. 
From  there,  it  was  an  c  -  si  to  eliminate  the  promise  to 
convert  paper  to  coins.  1  he  government  simply  guaranteed 
that  the  money  it  issued  u  as  legal  tender  for  paying  debts. 
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Unlike  a  gold  coin,  a  dollar  was  worth  a  dollar  because  the 
issuing  government  said  it  was. 

Today,  paper  money  is  no  longer  a  store  of  value  for 
many  of  us.  Because  transactions  can  be  made  very  quickly 
in  an  information  age,  we  choose  to  store  much  of  our  wealth 
in  other  forms,  such  as  stocks  and  bonds.  These  financial 
instruments  derive  value  from  the  underlying  assets. 

Money  stored  in  a  mutual  fund,  for  example,  is  backed 
not  by  the  full  faith  and  credit  of  the  government  but  by 
publicly  traded  stocks.  These  stocks,  in  turn,  derive  their 
value  from  the  corporate  assets  they  represent  and  from  the 
opinions  financial  analysts  have  of  the  companies.  Today, 
money  functions  less  and  less  as  a  medium  of  exchange.  In- 
stead it  is  a  measurement,  a  way  of  communicating  value  in 
a  common  language.  It  would  be  difficult  to  make  transac- 
tions if  one  party  stated  the  price  of  goods  in  terms  of  In- 
tel shares  and  the  other  spoke  of  payment  in  AT&T  shares. 

For  many  of  us,  money  exists  only  for  instants  of  time. 
A  very  small  portion  of  our  assets  are  kept  as  paper  money. 
We  sell  one  stock  and  convert  the  proceeds  to  cash  until  we 
buy  another.  As  the  tools  of  the  electronic  age  permit  com- 
panies to  create  more  and  more  financial  instruments,  our 
options  will  increase  and,  also,  the  amount  of  time  assets  are 
actually  stored  as  money  will  continually  shrink.  The  "old 
money"  will  constitute  a  smaller  and  smaller  fraction  of  our 
asset  base  and  exist  for  shorter  and  shorter  periods  of  time 
until,  for  all  practical  purposes,  it  won't  exist  at  all. 

As  money  evolves  into  a  measurement  system,  the  im- 
plications are  dramatic.  For  example,  one  might  anticipate 
the  growth  of  competing  monetary  systems  such  as  "Ithaca 
Hours,"  now  traded  in  Ithaca,  N.Y.  Or  the  return  of  pri- 
vate money  systems,  which  existed  in  the  U.S.  in  the  1800s. 

A  harbinger  of  all  this  is  that  governments  are  losing  con- 
trol of  their  monetary  systems.  Relative  values  of  national 
currencies  are  increasingly  set  by  the  market  rather  than  by 
government  policy.  More  and  more  private  institutions  are 
moving  to  create  new  forms  of  money,  such  as  stored-val- 
ue  cards,  that  are  beyond  the  control  of  governments. 

So  one  has  to  wonder  if  it  will  be  possible  for  govern- 
ments to  have  effective  monetary  policies  in  the  future.  My 
guess  is,  we  should  prepare  for  a  world  in  which  "old  mon- 
ey" no  longer  exists.  ■ 
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INTRODUCING  THE  FS-SERIES  + 
PRINTERS  FROM  KYOCERA. 

They're  incredibly  fast.  Advanced.  And  reliable. 
So  how  come  they  cost  50%  less  to  operate  than 
HP'5  and  Lexmark"  printers? 

Because  the  largest  printer  expense  isn't  the 
,MiiiiM  cost  of  the  printer — it's  the  cost  of 
|  jTW  |  j|  all  those  expensive  toner  cartridges 
ii*i"im','1S    that  you  have  to  buy.  Kyocera 

printers  are  the  first  —  and  only 
—  printers  with  long-life  imaging  components, 
so  you  never  have  to  replace  expensive  cartridges. 
Depending  on  your  network,  your  savings  could 
be  hundreds  of  thousands  of  dollars. 

FULL  NETWORK  CONNECTIVITY  TO 
INCREASE  YOUR  PRODUCTIVITY. 

Kyocera*  printers  connect  to  your  existing  PC, 
Macintosh-  or  UNIX"  network,  with  full  SNMP 


support  and  Plug  and  Play  (PnP)  capabilities. 
We  ensure  that  printing  over  a  network  is  easy 
and  cost-efficient. 

Our  modular  paper-handling  options  give 
you  the  flexibility  to  upgrade  over  time  as  you 
need  it.  You'll  even  save  space  with  our  extra 
small  footprint.  So  why  pay  more  for  the  same 
speed,  performance  and  reliability? 

CALL  1-800-232-6797  H5H 
TODAY  FOR  A  FREE*  30 -DAY 
EVALUATION  UNIT. 
ASK  FOR  DEPT.  1006. 

Every  Kyocera  printer  is  backed  by  a  5  billion- 
dollar  company  that's  world-renowned  for 
service,  support  and  leading-edge  technology. 
Call  today.  And  soon  you'll  be  smiling,  too. 
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It's  Bigger  than  the  INTERNET. 

It's  about  global  commerce.  And  day-to-day  business. 
It's  about  staying  competitive. 


fith  total  access,  there  are  no  limits  to  where  you 
can  go...  or  who  you  can  do  business  with. 

U.S.  Robotics  provides  end-to-end  information  access 
solutions  for  every  level  of  your  organization  -  giving 
you  an  edge  on  the  competition. 

We  provide  the  technology  to  access  a  future 
without  limits. 


® 


tfflobotics 

The  Intelligent  Choice  in  Information  Access 


NETWORK  SYSTEMS  DIVISION 

Offices  Worldwide 


MODEMS  •  WIRELESS  ACCESS  •  SOPHISTICATED  NETWORK  MANAGEMENT  •  NT' 
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VI RTUAL  REALITY 


Simulation  designer  Greg  Bookout  plies  his 
thoroughly  post-industrial  digital  trade  from  a 
pre-industrial  paradise  in  Northern  California 


BY      U  M  B  E  R  T  0      T  0  S  I 


Mt.  Shasta,  like  Kilimanjaro  and  the 
Matterhorn,  is  one  of  those  mountains 
that  looms  dramatically  in  the  human 
imagination.  It  is  said  that  the  glacier- 
covered,  14,162-foot  Shasta,  like  other 
great  peaks,  creates  its  own  reality  as  it 
makes  its  own  weather.  So  it  seems  right 
that  Greg  Bookout,  whose  business  is  the 
creation  of  digital  realities,  should  have 
settled  here. 

On  this  early  spring  afternoon  in  Mt. 
Shasta,  Calif.,  population  3,650  and  ele- 
vation 3,500  feet,  the  icicles  have  finally 
melted.  But  a  cold  wind  still  moans 
through  the  eaves  outside  Bookout's  cozy, 
wood-frame  office  one  floor  up  from  a 
bakery/cafe  just  off  the  short  main  drag. 
People  in  parkas  move  quickly,  wrapping 
up  errands  before  a  predicted  storm 
sweeps  down  from  the  mountain. 

Inside  Bookout's  office,  however, 
summer  weather  prevails  for  a  virtual 
drive  down  a  street  in  Melbourne,  Aus- 
tralia. The  scene  on  the  screen  of  one  of 
Bookout's  Silicon  Graphics  IRIS  work- 
stations is  a  traffic  safety  3D  interactive 
simulation  created  by  Bookout's  Digital 
Visions  for  an  Australian  insurance  com- 
pany. The  CD-ROM  smoothly  replicates 
lifelike  city  streets,  with  moving  traffic, 
pedestrians  and  working  stoplights.  Plus 
an  appealing  climate. 

Digital  Visions  creates  realistic  situa- 
tions without  real-life  consequences 
— mind  benders  without  the  risk  of  fend- 
er benders.  The  company  sells  real-time 
3D  simulation  and  virtual  reality  envi- 
ronments to  developers,  and  academic 
and  government  users  around  the  world. 
Corporate  customers  include  General 


Motors,  Hughes  Training  and  Lockheed. 
At  38,  Greg  Bookout  is  an  acknowledged 
master  in  this  arcane  but  fast-growing 
specialty. 

Once  prohibitively  expensive  and 
thus  limited  to  aerospace  and  military 
programs,  3D  simulations  are  now  show- 
ing up  in  a  broad  range  of  medical,  busi- 
ness, training  and  game  applications. 

Bookout,  a  slim,  soft-spoken  man  who 
measures  out  technical  explanations  with 
professorial  precision,  says  that  virtual 
reality's  rising  popularity  has  opened  up 
new  opportunities  for  digital-image  black 
belts  like  himself. 

"I  work  in  a  specialized  niche  within 
a  small  industry,"  Bookout  says.  On  a 
screen,  he  brings  up  a  simulated  ship 
engine  room  that  enables  Lockheed  en- 
gineers and  maintenance  technicians 
wearing  VR  goggles  to  conduct  walk- 
through training.  Constructing  its  metic- 
ulously accurate  simulations  from  Lock- 
heed's photos  and  drawings  took  Bookout 
one  month.  "Not  a  big  job,"  he  shrugs. 

Real  time  means  running  3D  inter- 
active images  at  24  to  30  frames  a  sec- 
ond— the  speed  of  film,  fast  enough  to 
fool  the  human  eye.  "You're  processing 
huge  amounts  of  data  in  real  time,"  says 
Bookout. 

Dennis  Yeo,  chairman  and  founder  of 
MultiGen  of  San  Jose,  Calif.,  calls  Book- 
out  "one  of  a  handful  of  individuals  in  the 
world  who  have  the  breadth  of  knowledge 
and  experience"  to  pull  off  jobs  like  that 
within  a  commercially  viable  time  frame. 
"There  are  tricks  to  squeezing  as  much 
3D  as  possible  out  of  a  computer,"  says 
Yeo,  whose  10-year-old  company  is  a 
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Peak  Experience  After  his  day  of  digital  reality,  Bookout  and  friend  Shauna  Wassbauer  savor  Shasta's  true-life  delights. 


leader  in  creating  high-end  3D  tools  for 
simulation  and  game  developers. 

Another  advantage  is  that  Bookout 
runs  his  own  firm,  making  it  cost-effec- 
tive for  companies  to  hire  him  on  a  proj- 
ect basis.  "That  makes  him  unique,"  says 
Yeo.  "Everyone  else,  among  the  few  I  can 
think  of  who  possess  his  skills,  is  employed 
by  a  large  corporation." 

To  shorten  jobs  and  make  himself 
more  competitive,  Bookout  makes  use  of 
a  digital  library  of  image  data  he  built  up 
over  the  course  of  many  projects.  "Once 
I've  done  a  747  [flight  deck],  I've  done  it 
for  all  time,"  he  says. 

But  creating  and  marketing  a  747  simu- 
lation in  ski  country  is  Bookout's  neatest 
trick.  Not  so  long  ago,  he  acknowledges, 
it  would  have  been  impossible  for  him  to 
develop  this  kind  of  business  on  his  own, 
much  less  run  it  from  a  resort  town.  "You 
needed  million-dollar  computer  systems 
to  do  the  stuff  I  can  create  on  a  worksta- 
tion today."  Currently,  he  says,  one  can 
buy  the  basic  hardware  to  open  a  digital 
simulation  enterprise  like  his  for  around 
$100,000.  Getting  the  expertise  and  ex- 
perience to  succeed,  however,  is  another 
matter. 

Bookout's  road  to  Mt.  Shasta  was  a  cir- 
cuitous one.  At  the  University  of  Cali- 
fornia at  Davis  during  the  sixties,  he 
majored  in  environmental  sciences  and 
worked  on  the  school  newspaper.  He  nev- 
er graduated,  and  he  spent  a  year  or  so 
doing  various  jobs  in  what  he  calls  his 
"gypsy  period."  "I  happened  to  land  at  a 
company  called  Link  Flight  Simulation 
[now  based  in  Binghamton,  N.Y.],"  he 
says.  "I  had  some  background  in  graph- 
ics, but  not  using  computers.  That  was 
extremely  rare  in  those  days,  with  maybe 
only  two  courses  in  computer  graphics 
offered  in  the  whole  country.  So  Link 
trained  me." 


From  Link,  he  moved  to  the  NASA 
Ames  Research  Center  in  Sunnyvale, 
Calif.,  and  then  worked  for  a  company  in 
Denver  called  Digital  Cartographic  Sys- 
tems. After  that,  he  moved  on  to  Mc- 
Donnell Douglas  in  Long  Beach.  While 
commuting  on  the  crowded  L.A.  free- 
ways, he  began  to  dream  of  escape.  "I  felt 
I'd  die  an  early  death  working  for  large 
companies  in  large  cities,"  he  says. 

He  started  his  own  company  in  1988, 
basing  himself  in  Idyllwild,  Calif,  a  trendy 
weekend  resort  town  in  the  San  Jacinto 
Mountains  about  100  miles  northeast  of 
Los  Angeles.  Before  long,  even  Idyllwild 
got  too  crowded  for  Bookout's  taste.  So 
in  1990,  he  relocated  to  Mt.  Shasta. 

There  were  many  challenges  in  leav- 
ing the  corporate  fold  for  his  own  enter- 
prise. "I  had  to  go  from  being  a  specialist 
in  my  field  to  being  a  generalist  in  run- 
ning a  business.  But  by  the  time  I  decid- 
ed to  make  the  jump,  I'd  already  faced 
down  the  biggest  challenge  of  all — fear  of 
the  unknown.  You've  got  to  be  willing  to 
let  go  of  the  almighty  paycheck." 

Bookout  often  works  alone,  but  he  oc- 
casionally employs  a  team  for  large  jobs. 
He  says  he  usually  hires  from  around  Mt. 
Shasta,  even  though  the  level  of  technical 
proficiency  among  the  workforce  there  is 
scant.  He  compensates  by  training  the 
help  himself.  It's  expensive,  he  says,  "but 
worth  the  effort  in  the  long  run." 

There  are  a  few  other  inconveniences 
to  being  based  in  Mt.  Shasta,  says  Book- 
out.  Transportation,  for  instance.  He 
teaches  regularly  at  various  times  of  the 
year  at  MultiGen,  conducting  classes  on 
the  company's  latest  software.  That  means 
driving  400  miles  south  to  San  Jose. 

Sometimes,  too,  says  Bookout,  "I  just 
get  tired  of  being  in  such  a  tiny  town. 
There's  a  lot  of  squabbling  among  vari- 
ous factions  here,"  he  says,  alluding  to  the 
town's  disparate  mix  of  seasonal  workers, 


loggers,  mystics,  artists,  environmental- 
ists and  wealthy  retirees.  "When  I  need 
a  big-city  fix,  I  usually  drive  north  over 
the  border  to  Ashland,  Oregon." 

Soon,  however,  the  mountain  draws 
him  back.  It  isn't  an  escape,  says  Bookout: 
He's  had  his  share  of  Mt.  Shasta  travail. 
His  marriage  broke  up  the  first  year  he 
settled  there,  and  two  years  ago  he  was  di- 
agnosed with  Hodgkin's  disease.  But  he 
says  he  is  free  of  the  cancer  now  after  ra- 
diation and  chemotherapy  treatments  at 
Stanford  University  Medical  Center. 

Bookout  slowed  down  during  his  treat- 
ment but  picked  up  the  pace  last  year. 
With  his  talents  in  demand  and  an  ex- 
panding 3D  simulation  market,  business 
is  brisk.  Low  overhead  and  his  timesaving 
image  bank  let  him  compete  for  jobs  of 
all  sizes.  Right  now,  he  says,  smaller  proj- 
ects pay  in  the  $50,000  range,  while  medi- 
um-size jobs  like  the  Melbourne  driving 
simulation  average  around  $100,000.  As 
his  capacity  expands,  major  projects  now 
on  his  radar  scope  can  top  $600,000. 

Referring  to  the  trouble  in  paradise 
represented  by  his  encounter  with  cancer, 
Bookout  is  philosophical  but  glad  to  be 
where  he  is.  "One  can't  avoid  the  slings 
and  arrows  of  fortune,"  he  says,  "but  I'd 
rather  face  what  life  deals  me  here.  I  can 
go  a  few  miles  out  of  town,  put  my  kayak 
in  the  water  and  go  for  miles  and  miles 
without  seeing  another  soul."  ■ 


TOOLS  OF  THE  VIRTUAL  TRADE 

HARDWARE 
Two  Silicon  Graphics  iris  workstations. 
One  Silicon  Graphics  Indigo,  with  48  megabytes 
ram  and  a  2-gigabyte  hard  disk. 
One  Hewlett-Packard  ScanJet  Ilex. 
One  6-port  Ethernet  hub. 
One  digitizing  tablet. 

SOFTWARE 
MultiGen  OpenFlight  with  texture  and  conversion 
tools.  Business  software  (word  processing,  data- 
base, desktop  publishing,  spreadsheet,  etc.). 
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"We  develop  software  for  the  Web  and  E-mail  that  translates 
English  into  Japanese.  We  opened  our  Web  site  for  public  view- 
ing in  early  January  1995.  Since  then  the  Internet  has  been  our 
primary  marketing  tool.  We  sell  both  our  software  and  services 
over  the  Net. 

The  Internet  has  completely  opened  up  our 
~       ability  to  reach  prospective  customers  and 
VMf  for  them  to  reach  us.  In  fact,  it  has  helped 

GLENN  AKERS,  PRESIDENT  * 
f  LANGUAGE  ENGINEERING  CORP. 

'IT  USED  TO  TAKE  THREE  DAYS  AND  $50  TO  SEND  DATA 
TO  MY  BUSINESS  PARTNER  IN  JAPAN  BY  COURIER.  ON  THE 
INTERNET,  I  CAN  SEND  THE  SAME  DATA  BACK  AND  FORTH, 
IN  REAL  TIME,  FOR  THE  COST  OF  A  LOCAL  PHONE  CALL/' 


us  increase  our  customer  base  to 
the  many  thousands. 

But  you  know,  the  Internet  is  only 
as  good  as  the  service  provider 
you're  hooked  up  with.  We  started 
with  PSINet®  and  we  stayed  with 
them.  Professionatsm  had  a  lotto  do 
with  us  choosing  PSINet  -  they 
didn't  forget  about  us  once  we  gave 
them  our  business.  Also,  they 
offered  us  the  best  products, 
support  and  price.  Right  now  we 
deal  with  Japan  a  lot,  but  we're 
planning  on  going  into  other 
countries.  PSINet  is  really  going 
to  help  us  there  because  of  their 
global  network. 


Another  extra  bonus  PSINet  offers  is  this.  One  of  the  products 
they  offer  besides  Interframe®,  which  is  our  corporate  connection, 
is  InterRamp®.  When  we  go  to  Japan,  InterRamp  allows  us 
remote  access  through  PSINet 's  global  network.  All  we  have  to  do 
is  call  the  local  number  in  Tokyo  and  that  gives  us  our  connection 
to  the  Internet  and  a  connection  back  to  our  office. 

There  are  lots  of  providers  out  there,  and  we  could  have  gone 
with  any  one  of  them.  But,  when  you  find  something  that  works, 
you  stick  with  it.  And  for  us,  PSINet  works!" 


PsiNet 


YOUR  INTERNET  BUSINESS  PARTNER 

Ready  to  get  connected?  Give  PSINet  a  call  today.  1  -800-827-7482,  Dept.  380.  Or  visit  our  Web  she:  www.i 


Language  Engineering  Corp.  can  be  found  at  www.lec.com. 


Tellus 

where 

it  Hz. 


:i"rom  Hertz  to  Megahertz  to  Gigahertz,  we'll  take  the  pain  out  of  electronics  repair.  Out  of  warranty?  Well, 
you're  not  out  of  luck.  We  repair  most  major  brands  of  electronics  and  all  brands  of  VCRs.  We  also  do  in- 
arranty  work  on  many  IBM®  products.  No  wonder  we  can  get  your 
gh-tech  gear  up  to  specs.  After  all,  we've  got  the  products,  the  parts 
id  the  people  to  help  you  put  it  all  together.  For  a  store  near  you,  call 
800-THE-SHACK. 


The  . 

Repair  Shop 

sit 

RadioShack 


SURF  AND 
GROW  RICH! 


Wtkam*  to  tb»  PAWWS  r,ntnail  Nfwort  Ibuxtmprrhtnnvt  .'nltm, 
F—tunng  i/r ttgn  W poftirtio  tctwn ting  in  unrin  *nd mtiirl  rwsnrrA 
fiMMMMru  trtd  on  lint  tndtng 


J3 


Suddenly,  the  locks  are  broken.  On  the 
Web,  you  are  free  to  try  many  different 
suppliers,  programs,  services  and  brokers. 
And  you  are  free  to  change  your  mind. 
It's  a  new  world,  one  in  which  public 
retailing,  free  trials  and  competition 
among  various  investment  software  prod- 
ucts and  services  will  inevitably  bring 
down  prices. 

Beware:  There  is  a  lot  of  free  stuff  for 
investors  on  the  Internet.  Some  of  it  is 
wonderful,  but  you  are  probably  not  go- 
ing to  strike  it  rich  just  by  picking  up  a 
hot  stock  tip  from  a  newsgroup  or  down- 
loading some  minimalist  investment  free- 
ware. To  make  money,  you  need  a  tech- 
nology and  a  method,  not  just  a  tip. 

What  you  can  do  on  the  Internet,  def- 
initely and  decisively,  is  immerse  yourself 
in  the  established  subculture  of  comput- 
erized investing.  You  can  learn  what's 
available  before  purchasing  packaged  soft- 
ware or  subscriptions  and  see  which  tech- 
niques and  services  can  help  you  win  at 
your  chosen  game.  Here  are  some  great 
places  to  start. 


http://www.pawws.com 
This  is  a  no-nonsense  site  with  a  sampling 
of  many  different  useful  commercial  ser- 
vices. I  liked  the  coolly  realistic  and 
matter-of-fact  tone  of  the  site,  which  is 
essentially  a  multipage  catalog.  It  covers 
a  wide  spectrum  and  will  give  you  a  good 


idea  of  the  services  available  on  the  Web. 

PAWWS  provides  access  to  three  affil- 
iate brokers:  National  Discount  Brokers 
(NDB),  Jack  White  &  Co.  and  the  Net  In- 
vestor. Each  offers  special  incentives  to 
on-line  traders.  NDB  will  trade  any  Nas- 
daq stock  for  a  flat  fee  of  just  $20.  Jack 
White  offers  a  10%  discount.  The  Net 
Investor  features  a  free  package  of  on- 
line news,  research  and  analysis  worth 
$50  per  month. 

Please  note:  For  security-sensitive 
investment  services,  like  stock  trading 
through  a  broker  and  personal-portfolio 
displays  over  the  Net,  you  should  use 
"secure  aware"  software.  This  security 
requirement  is  met  only  by  Netscape. 

Technical  screening,  a  relatively 
uncommon  service,  is  provided  through 
PAWWS  by  Stock  Market  Index,  a  long- 
established  Boston  firm.  From  this  type 


of  service  you  can  learn,  for  example 
which  stock  groups  are  making  significan 
moves  up  or  down  or  which  individua 
stocks  have  suddenly  popped  awake  aftei 
a  long  slumber.  These  are  things  yoi 
might  want  to  act  upon  before  they  ap 
pear  in  tomorrow's  newspaper. 


http://www.lombard.  com 
Without  even  opening  an  account,  yotl 
can  freely  sample  the  range  of  services 
available  on  line  for  this  brokerage's  cus< 
tomers.  They  are  very  good  indeed  anc 
include  delayed  quotes  and  charts 
Account  holders  can  get  real-time  quotes 
see  displays  of  their  portfolios  and  trans- 
actions and,  of  course,  place  trades. 

At  this  site  you  can  chart  7,000  stock; 
and  61,000  options,  free.  The  charts  are 
excellent,  although  they  are  screen  dis- 
plays only.  Nevertheless,  it  is  an  out- 
standing facility  and,  no  doubt,  optior 
traders  camp  out  at  Lombard's  Web  site 
It  is  currently  one  of  the  Net's  top  5% 
most-visited  sites. 


http://www.  investools.  com 
This  site  is  a  free-sample  heaven.  It's  greai 
for  reading  investment  resources  like  in- 
vestment newsletters,  opinion  pieces 
helpful  lists  of  money  managers  and  ad- 
visers, and  books  and  periodicals.  Read  £ 
back  issue  or  free-sample  newsletter  be- 
fore deciding  to  subscribe. 

But  beware:  It  is  a  very  common  anc 
rather  dangerous  practice  to  collect  free 


Silicon  Inuestor  -  Home  Page 
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Current  URL     http  //www.techstocks .( 
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Register 
17,000  Members! 
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For  Custom  Features 
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Free  at  Last  Internet  investing  sites,  such  as  Silicon  Investor,  unlock  a  whole  new  world  of 
investment  opportunities.  Free  trials  let  investors  choose  the  right  softwai-e  for  them. 
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It's  been  an  expansive  century. 

ALLTECs  roots  in  local  telephone  service  started  back  in  the  early  1900s.  Today, 
JTEL  is  a  member  of  the  S&P  500  and  a  Fortune  500  leader,  noted  for  its  diversified  busi- 
and  high-tech  capabilities.  With  operations  in  telephone,  cellular  and  information  services, 
JTEL  now  does  business  throughout  the  United  States  and  the  world. 

By  intelligently  expanding  our  business  base,  we're  well-balanced  to  meet  the  needs  of 


next  century. 


For  more  information  on  ALLTEL,  call  (501)  661-8999. 


back  issues  of  newsletters  in  order  to  heist 
the  adviser's  "hot  list"  of  stocks  in  the  rec- 
ommended portfolio.  This  superficially 
clever  idea  is  a  good  way  to  get  badly 
zinged.  It  may  put  you  into  a  stock  at 
about  the  time  the  current  newsletter — 
which  you  so  slyly  avoided  buying — rec- 
ommends dumping  it.  As  20, 000-odd 
subscribers  sell  out  simultaneously,  you 
lose  big.  As  a  consolation  prize,  of  course, 
you  still  have  your  free  sample  of  the  old 
newsletter. 

In  short,  if  you  like  the  investment 
ideas  expressed  in  the  free  sample,  you 
would  do  well  to  follow  through  and  sub- 
scribe on  line.  The  advantage  of  any  on- 
line investment  advisory  is  that  delivery 
is  instantaneous. 


http://aw. zacks.  com 
Probably  the  most  powerful  force  driving 
the  price  of  high-visibility  stocks  is  this: 
the  revisions  in  earnings  estimates  issued 
by  the  2,500  analysts  working  at  2 10  bro- 
kerage firms.  One  could  earnestly  argue 
that  earnings,  not  estimates,  move  stock 
prices.  But  the  estimates  are  the  earliest 
news  the  market  gets,  and  wow,  does  it 
ever  react  to  this  news.  Watch  televised 
evening  business  reports  on  any  night, 
and  you  will  see  multipoint  price  moves 
in  stocks  that  have  "surprised"  or  "disap- 
pointed" their  analysts.  It  helps  to  get  the 
earliest  possible  reports  on  what  the 
analysts  are  saying. 

So  here  it  is.  Zacks  is  the  premier  ser- 
vice for  specifics  and  statistics  on  what 


the  analysts  think  about  your  stocks.  You 
can  use  their  services  on  line  or  they  will 
e-mail  you  customized  reports  daily. 


http://ww~w.  techstocks.com 
This  is  a  big,  well-focused  site  that  con- 
centrates on  digital,  electronics  and  com- 
munications technology.  It  has  detailed 
data  on  nearly  250  stocks  and  maintains 
indices  on  four  of  the  technology  groups: 
communications,  software,  computers 
and  peripherals,  and  semiconductors. 

The  service  has  quick-look  fact  sheets 
on  individual  stocks,  newsgroups,  detailed 
data,  quotes  and  charts.  You  can  compare 
a  stock's  performance  with  that  of  its 
group,  find  out  what  other  investors  are 
thinking  about  it,  and  check  the  compa- 
ny's own  news  and  news  releases.  Silicon 
Investor  is  a  good  place  to  learn  what  the 
day's  big  moves  have  been. 


http://fool.  web.aol.com/fool_mn.htm 
Go  straight  to  a  feature  called  the  Fool 
Portfolio.  This  thing  returned  68%  in 
1995,  putting  it  ahead  of  most  mutual 
funds  in  the  top  10. 

This  site  is  essentially  an  advertise- 
ment for  the  immensely  popular  Motley 
Fool  service  on  America  Online.  But  the 
site  gives  you  a  sense  of  the  goofy  style  of 
the  advisers,  who  happily  characterize 
themselves  as  the  Fools.  The  name  is  a 
literary  allusion  and  the  site  parodies  itself 
constantly  with  references  to  Fool  ideas 
and  Foolish  investing. 


But  the  underlying  philosophy  i 
solid  and  deeply  conservative  it 
Fools  or  not,  this  is  a  good  place  i 
for  information  on  high-yieldin 
stocks. 


I 


http://www. telescan.com/home. t  r, 
This  is  a  sampler  of  the  full- 
financial  software  and  services  sup  l 
ket  available  via  the  Telescan  Inv 
Platform,  or  TIP.  It  presents,  in  on« 
the  technical  screening,  portfol 
quotes-retrieval  software  regarc 
computerized  investors  as  essentia 
TIPnet  also  provides  direct  acc 
important  services  like  Zacks  anc 
dard  &  Poor's  MarketScope. 


http://www.sec.gov/edaux/current 
The  Securities  and  Exchange  Co 
sion  owns  the  mother  of  all  financis 
bases  for  all  companies  reporting 
SEC.  Here  you  can  pick  up  and  read 
ings  (of  quarterly  earnings,  for  exs 
made  by  companies  within,  say,  th 
ceding  two  days. 

It's  especially  helpful,  I  find,  for 
ing  current  balance  sheets.  On-lint 
ings  releases  often  exclude  this  inf 
tion.  Data  you  might  download 
popular  sources  aren't  as  fresh. 

Michael  Gtanturco  is  president  of  the  Princeton  Portfolit 
management  firm  specializing  in  science  and  technology 
is  the  author  of  The  Market  That  Beats  the  Mark 
Brown,  1995).  For  a  free  sample  chapter  go  to  kttp:// 
er.com/twep/library/Business/Market_That_Beatsj 
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INVEST  SUCCESS 


On  The  Internet 


Zacks  Analyjl  Watch  On  The  Inlemellll 


To  Market,  to  Market  Some  of  the  best  entrees  into  the  world  of  Web  investing  include  the  sites  pictured  above.  Their  investment 

and  advice  is  savvy,  sound,  fresh  and  sometimes  funny.  But  beware!  Not  every  hot  tip  pans  out,  and  some  can  be  a  good  way  to  get  zin 
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LOOK  INTO  m 


rOUll  BE  SURPRISED 

F 


Look  into  ANS  and  you'll  find  a  quality 
provider  of  value-added  Internet  and  custom 
enterprise  networking  services  supported  by  a 
nationwide  T3  backbone- with  access  nodes  in  more 
than  200*  cities  in  the  U.S.  and  beyond.  You'll  find  ANS 
people,  who  have  the  knowledge  and  skills  to  apply 
today's  technologies  to  meet  your  business  needs. 
And  you'll  discover  why  Big  Name  companies  do 
business  with  ANS. 

U.S.  Robotics  manufactured  the  50,000  modems 
and  remote  access  server  technology  that  make  ANSnet 
one  of  the  largest,  high-speed  dial  access  networks  in 
existence.  It's  part  of  the  mission  critical  network 
America  Online  relies  on  to  provide  dial  access 
to  AOL's  five  million  subscribers,  and  it  supports  more 
than  a  million  sessions  each  day. You'll  also  find  GNN, 
one  of  today's  fastest  growing  Internet  access  services, 
whose  massive  server  complex  was  designed, 
implemented,  operated  and  managed  by  ANS. 


Look  further  and  you'll  learn  that  ANS 
pioneered  the  use  of  TCP/IP  technology  and 
Internet  security-just  some  of  the  reasons  Trane,  a 
$3  billion  global  company,  chose  ANS  to  design,  deploy 
and  manage  its  140-site  virtual  private  data  network. 
You'll  see  why  Hewlett-Packard  teamed  with 
ANS  to  offer  Managed  Intranet  Solutions,  which  utilize 
Internet  and  Web  technologies  to  create  internal 
corporate  information  networks.  You'll  also  discover 
how  Bay  Networks'  high  performance,  high 
availability  Backbone  Concentrator  Node  routers  are 
extending  ANS'  reputation  for  reliable,  secure  and 
scalable  backbone  network  performance. 
In  fact,  30  of  the  Fortune  100  companies  look  to  ANS  for 
their  networking  solutions.  ANS'  5 6 K  to  T3  dedicated 
attachments  come  complete  with  the  world's  leading  routers 
made  by  Cisco  Systems.  Whether  it's  connections,  firewall 
security,  Web  hosting,  VPDNs  or  Intranets,  ANS  has  a  solution 
that's  right  for  your  company. 


Take  a  (loser  look  at  the  people  and  technologies  behind  ANS  business  services,  (all  1-800-4S6-8267 

or  visit  us  at  http://loohinto.ans.net. 
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It's  amazing  what  data  can  do  if  you 
arrange  it  properly. 


What  computer  company  do  you  work  with? 

You   should   be   working   with   Hewlett-Packard.  HP's 
customized   Open   Warehouse   solutions,    which  combine 
best-in-class  software  with  servers,   consulting  services, 

and   network   and   systems   management,    have  helped 
thousands   of  companies  around  the  globe  put  actionable 
nformation  into  the  hands  of  their  managers.  If  the  business 
decisions  are  yours,   the  computer  system  should  be  ours. 

Hewlett-Packard    Computer  Systems 


in 


www.hp.com/go/datawarehouse 
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Log  In,  Figure  Out  On-line  services  like  those  offered  by  Compaq  provide  relie 
for  befuddled  technoids  who  have  no  patience  for  crowded  phone  support  lines 

When  David  Fisher,  media  manager  of 
Paradesa  Media  in  San  Francisco,  needs 
to  call  a  computer  vendor  for  technical 


support,  he  tells  a  little  white  lie.  He  pre- 
tends to  have  a  rotary-dial  phone  so  he 
can  avoid  being  put  into  a  company's 
phone-mail  maze.  "I  want  to  speak  to  a 
real  person  as  quickly  as  I  can,"  says  the 
wily  Fisher.  "That  way,  I  get  to  talk  to  a 
human  immediately." 

If  you've  ever  called  a  help  desk  in 
search  of  support,  spent  an  hour  on  hold, 
or  puzzled  over  poorly  written  computer 
manuals,  you  know  why  Fisher  fibs.  Get- 
ting reliable  and  speedy  technical  assis- 
tance can  be  frustrating  at  best,  and  mad- 
dening when  your  computer  is  busted  and 
you  need  it  to  work  right  now. 

The  good  news  is  that  user  manuals 
and  help  desks,  right  along  with  those 
rotary-dial  phones,  are  fast  becoming  ob- 
solete. The  quickest  relief  for  an  ailing 
computer  is  now  available  on  line. 

Electronic  support  isn't  helpful  if  your 
computer  has  crashed.  In  that  case,  it's 
back  to  telephone  support  and  those 
dreadful  manuals.  But  if  you've  got  life  in 
your  machine,  on-line  support  is  as  good 
as  it  gets  in  the  technical-help  field.  Here 
is  how  to  access  on-line  advice  quickly  to 
get  the  computer  remedy  you  need. 

The  Internet  Some  of  the  best  user- 
support  information  is  on  the  Net.  Com- 
puter and  software  vendors  download 
massive  amounts  of  support  material — 
daily.  The  data  include  manual  libraries, 
upgrades  and  briefings  on  patches  and 
fixes  for  their  products.  Most  companies 


provide  electronic  support;  the  most  help 
ful  include  Novell,  Oracle,  IBM,  Mi 
crosoft,  Lotus  (now  part  of  IBM)  an 
Hewlett-Packard. 

"The  documents  that  you  pull  dow: 
[from  companies  such  as  these]  are  exacd 
what  you  are  looking  for,"  says  Jo 
Arnold,  director  of  information  service 
for  the  Washington,  D.C. -based  Ediso 
Electric  Institute,  a  trade  association  fo 
the  investor-owned  utility  industry.  "Lq 
tus,  HP  and  Microsoft  have  taken  the  dm 
to  document  hundreds  of  thousands 
bugs  and  put  the  solutions  on  line." 

If  you  think  finding  such  nuggets  o 
the  World  Wide  Web  or  elsewhere  o: 
the  Internet  seems  daunting,  it  isn't.  Ij 
general,  a  corporate  site  begins  with  th 
usual  "http://www,"  contains  the  com 
pany's  proper  name,  and  ends  wit] 
".com."  Microsoft's  Web  address  ii 
http://www.microsoft.com,  for  example 
Many  companies  list  their  Web  ad) 
dresses  in  their  advertisements,  and  the 
may  include  them  in  company  docuj 
mentation  or  on  product  boxes. 

You  can  take  a  more  scientific  ap 
proach  to  locating  a  Web  site  by  using 
so-called  search  engine,  or  director} 
These  tools  use  custom  software  applica 
tions  that  routinely  comb  the  Net,  scoop 
ing  up  information  on  all  current  We 
sites.  The  Internet  offers  a  variety  o 
search  tools,  including  Yahoo!,  Lycos,  Ex 
cite,  Infoseek  and  AltaVista.  Many  Wei 
browsers  come  with  pointers  to  some  o 
these  search  and  directory  services,  or  yoi 
can  find  them  by  employing  the  We 
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econd  in  a  series  of  profiles  of  America's  business  aircraft  users. 


bday's  management  often  needs  to  boost  its  productivity. 
:ist  ask  Pat  Smith,  one  of  only  eight  senior  executives 
i"ing  a  $4  billion  publicly  traded  electric  and  gas  utility. 

ddition  to  her  corporate  counsel  duties  at  headquarters, 

must  maintain  face-to-face  contact  with  a  work  force 
::ered  over  hundreds  of  miles. 

artunately,  she's  discovered  a  way  to  accomplish  two  days 

jork  in  one:  occasionally  flying  on  the  company's  five- 
i>;nger  helicopter  or  six-passenger  turboprop. 

3r  example,  during  recent  Q&A  sessions  between 
i  ngement  and  plant  workers,  on  a  single  day  Pat  held  meetings 

ree  sites  in  opposite  corners  of  Colorado.  In  one  instance, 
i  the  company's  helicopter  shuttling  them  between  conferences, 


they  replaced  a  five-hour  drive  with  a  one-hour  flight. 

According  to  Pat's  calculations,  the  time  saved,  combined 
with  the  overnight  expenses  avoided,  more  than  justified  the  cost 
of  the  flight. 

"Times  have  changed,"  she  notes.  "Companies  today  are  looking 
for  ways  to  help  their  employees  be  more  productive.  And  we're 
doing  just  that." 

Pat  Smith's  company,  Public  Service  Company  of  Colorado, 
is  just  one  of  more  than  7,000  companies  which  operate  over 
10,000  turbine-powered  aircraft  in  the  United  States. 

"Our  customers  expect  more,"  she  adds.  "That's  why  we  make 
efficient  use  of  our  company's  aircraft." 

Power  trip?  No.  It's  just  a  direct  flight  to  higher  productivity. 


3jM 


For  a  free  copy  of  a  brochure  profiling 
10  companies  which  operate  business  aircraft,  please  call  (800)  9-AVIATE. 
Or  visit  us  on  the  Internet  at  http://www.nbaa.org 

NO  PLANE.  NO  GAIN.'  is  a  Joint  Program  of  the  National  Business  Aircraft  Association  and  the  General  Aviation  Manufacturers  Association. 
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Squashed  Bugs  //e/p  w  on  its  way.  Companies  like  Lotus  and  HP  regularly  post 
on-line  fixes,  which  are  available  through  such  services  as  CompuServe. 


address  system  previously  mentioned. 
(Thus,  you'll  find  Yahoo!  at 
http://www.yahoo.com.) 

Once  you  find  the  desired  Web  site, 
you'll  need  to  spend  some  time  looking 
through  it  until  you  find  the  right  area  to 
get  help.  Often,  it  is  simply  labeled  "sup- 
port." Then  you'll  need  to  type  in  one  or 
more  keywords  and  press  the  search  but- 
ton on  the  screen  to  get  the  information 
you  want.  Company  sites  generally 
prompt  users  through  the  entire  process, 
and  once  you've  tried  it  a  couple  of  times, 
you  will  quickly  master  the  technique.  In 
some  cases,  you'll  find  there  is  more  than 
one  location  to  visit  in  order  to  get  help. 
For  assistance  with  OS/2,  for  instance,  try 
IBM's  Web  site  (http://www.aust.in. 
ibm.com/pspinfo)  or  a  third-party  Web 
site  called  Team  OS/2  (http://www. 
teamos2.org). 

User  discussion  groups  are  another 
Internet  resource  you  can  try.  You  can 
browse  for  these  on  the  Net.  Joining  one 
may  help  you  discover  ways  to  tackle  your 
problem.  "I  use  these  discussion  groups 
to  see  if  others  are  encountering  the  same 
problems  I  am  with  a  product  and  what 
solutions  they  have,"  says  Jason  Perlow, 
a  systems  software  programmer  for 
Canon  U.S.A.  in  Lake  Success,  N.Y. 
"Usually  within  a  couple  of  minutes  I  get 
my  questions  answered,  or  get  leads  on 
where  to  find  the  answer." 

On-line  services  If  you  subscribe  to 
an  on-line  service,  you'!!  find  electronic 


support  within  easy  reach.  Of  all  the  ser- 
vices, the  most  helpful  is  CompuServe, 
thanks  to  its  user  forums — discussion 
archives  where  you  can  review  questions 
and  answers  other  users  have  had.  In  some 
cases,  the  problems  are  solved  by  vendor 
representatives,  and  their  responses  are 
included  in  the  on-line  forums  as  well. 

Is  this  on-line  chatter  really  useful? 
Lloyd  Slezak,  of  Brown  &  Caldwell  Con- 
sultants in  Burnaby,  British  Columbia, 
thinks  so.  "If  I  have  a  question  with  a  soft- 
ware package,"  Slezak  says,  "I'll  log  on  to 
a  forum  and  scan  the  messages  for  some- 
one else  who  has  had  a  similar  problem. 
This  method  yields  a  solution  more  than 
50%  of  the  time." 

Other  on-line  service  providers  offer 
less  than  CompuServe  but  are  good  re- 
sources for  specific  information.  Ameri- 
ca Online  is  best  for  anyone  looking  for 
graphics  software  assistance,  since  Adobe 
and  other  such  vendors  have  a  strong 
presence  on  AOL.  Microsoft's  network — 
MSN — is  evolving  from  a  proprietary  ser- 
vice to  an  Internet-based  service;  the 
process  is  expected  to  be  completed  by 
late  summer.  Even  after  the  software  gi- 
ant makes  this  transition,  MSN  will  remain 
a  good  source  of  help  for  questions  about 
Windows  95.  Expect  to  continue  to  find 
most  of  what  you  need  on  Microsoft's 
Web  site.  The  address  for  MSN  is 
http://www.msn.com.  Some  users,  frus- 
trated with  the  multifolder  format  of 
MSN's  Windows  95  support  area,  gave  up 


on  MSN  before  Microsoft  did.  (Many 
found  better  help  with  Windows  95  on 
CompuServe.) 

CompuServe,  AOL  and  other  on-line 
services  all  have  relatively  simple  built-in 
"finding"  tools  to  track  down  informa- 
tion. Often,  the  "find"  option  is  merely  a 
menu  choice  or  a  fill-in  form. 

Electronic  bulletin  boards  and  e-mail 
These  are  yet  two  more  electronic  sup- 
port alternatives.  But  neither  is  as  desir- 
able as  the  assistance  available  from  the 
Internet  or  from  on-line  service  providers. 

Remember  bulletin  boards?  Before 
there  was  an  Internet,  these  were  the  only 
places  where  users  could  gather  and  trade 
information.  They  were  maintained  by 
vendors,  and  they  were  basically  huge  PCs 
with  many  modems  that  users  could  dial 
into  directly. 

They've  now  fallen  into  disfavor.  "Us- 
ing BBSs  is  far  more  complex  and  bur- 
densome as  each  vendor's  BBS  interface  is 
different  and  requires  an  investment  of 
time  to  register  and  navigate,"  says  Chip 
Rubin,  a  senior  systems  analyst  for  the 
city  of  Los  Angeles.  Plus,  most  vendor- 
operated  BBSs  require  a  long-distance 
phone  call,  which  is  not  generally  the  case 
with  most  Internet  connections. 

Some  vendors,  however,  have  decid- 
ed to  remain  neutral  in  terms  of  access 
method.  Compaq,  for  example,  uses  the 
same  structure  for  all  of  its  on-line  re- 
sources. If  you  find  a  file  that  you  need  on 
Compaq's  CompuServe  forum,  you  can 
quickly  locate  it  on  the  company's  BBS  or 
Web  server  with  the  same  name. 

E-mail  is  a  slightly  better  alternative, 
especially  for  one-to-one  communication. 
It's  good  for  garnering  information  about 
pricing  and  product  availability.  But  e- 
mail  isn't  terribly  helpful  in  answering 
general  support  questions,  and  it  is  down- 
right useless  when  you  don't  have  a  spe- 
cific contact  at  the  particular  company 
you're  trying  to  reach. 

"The  problem  with  e-mail  for  tech- 
nical support  is  that  it  makes  real-time 
dialogue  impossible.  With  a  majority  of 
tech-support  representatives,  a  reason- 
able response  time  to  one  question  is  24 
hours.  So  if  10  answers  are  needed,  it 
could  take  10  days  to  get  the  informa- 
tion," says  Fisher  of  Paradesa  Media.  But, 
he  adds,  for  other  tasks  it  can  be  very  use- 
ful. "We  ordered  one  of  our  software  up- 
grades via  e-mail.  Within  15  minutes,  the; 
vendor  had  e-mailed  the  upgrade  andl 
registration  codes,  and  we  were  up  and 
running  with  the  new  version  within  half 
an  hour." 
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UPDATING  YOUR 
STRUCTURED  CABLING  SYSTEM 
IS  ONE  THING. 


Support.  That's  what  we're  talking 
about  here.  The  cabling  support 
you  need  to  handle  all  the  appli- 
cations you're  moving  onto  your 
network  today,  as  well  as  all  the 
data  traffic  you  know  you'll  be 
adding  as  you  grow.  Under- 
standing why  you  need  to  upgrade 
your  cabling  system  isn't  hard. 
And  now  it's  just  as  easy  to  find 
someone  you  can  trust  to  put  it 
all  together. 


MAKING  SURE  IT  WILL 
SUPPORT  YOUR  NETWORK 
IS  ANOTHER. 


©1995  Anixter  Inc. 


Anixter.  Nobody  knows  net- 
working like  we  do.  Especially 
from  the  ground  up.  No  other 
supplier  can  offer  you  more  choices 
of  structured  cabling  systems. 
Along  with  the  design  and  post- 
installation  expertise  and  sup- 
port to  help  you  manage  your 
network.  When  it  comes  to  struc- 
tured cabling  systems,  there's 
really  only  one  place  to  land: 

1  -  8  0  0  -  A  N  I  X  T  E  R 

http://www.anixter.com 
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Whether  you  realize  it  or  not,  software 
comes  with  a  set  of  beliefs  built  in.  Before  you 
choose  software,  make  sure  it  shares  yours. 

Do  you  believe  in  embracing  change, 
rather  than  avoiding  it?  Do  you  believe  in 
putting  power  in  the  hands  of  people,  not 

C  1996  PeopleSoft,  Inc.  PeopleSoft  is  .1  registered  trademark  and  the  PeopleSoft  logo  is  a  trademark  of  PeopleSoft,  Inc. 

A  few  of  the  companies  who  believe  in  PeopleSoft: 
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systems?  Do  you  believe  decisions  should  bu 
made,  not  just  by  headquarters,  but  by  tho 
at  the  front  lines?  If  you  do,  then  you  shoulc 
know  about  software  that  was  created  with 
these  beliefs  in  mind.  PeopleSoft  client/serve 
software.  It  adapts  to  change  quickly  and 


Barnett  Banks 


Canon  U.S.A.,  If 


Ckeh 
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nnomically.  It  makes  it  easier  for  those  at  the 
Hit  lines  to  get  the  information  they  need  to 
ike  better  decisions.  And  it's  flexible  enough 
:  idjust  to  the  way  you  do  business,  not  the 
i  er  way  around. 

No  wonder  so  many  major  corporations 


have  chosen  PeopleSoft.  They've  discovered  we 
have  the  technology,  the  people,  and  the  com- 
mitment it  takes  to  make  their  beliefs  a  reality. 
To  find  out  more,  give  us  a  call  at 
800-947-7753  or  visit  our  home 
page  at  http://www.peoplesoft.com. 


Enterprise  client/server  software  solutions  for  finance,  materials  management,  distribution,  manufacturing,  and  human  resources. 
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ROBERT  PALMER  CEO 

DIGITAL  EQUIPMENT  CORPORATION 

His  employees  call  him  "Brad  Pitt"  for  his  movie-star  looks.  But  underneath,  Bob 
Palmer  is  really  a  tough  Texas  kid  schooled  in  the  lean  ways  of  the  chip 
)usiness.  And  that  explains  a  lot  about  Digital's  comeback.  By  Gene  Koprowski 


Bob  Palmer  seems  more  like  a  Hollywood 
star  than  the  chairman  and  CEO  of  a  $13.8 
million  computer  company.  He's  tan  and 
fit.  His  black  hair  is  slicked  back  with  sa- 
lon-bought styling  gel.  His  teeth  are  so 
white  they  look  as  if  they've  been 
bleached.  And  he  is  marvelously  attired 
in  $3,000  suits  from  the  exclusive  haber- 
dasher Louis  Boston,  where  clients  are 
assigned  personal  shoppers.  The  55-year- 
old  Palmer  looks  so  dashing  and  seems  to 
pay  so  much  attention  to  his  appearance 
that  aides  at  Digital  Equipment  Corp.'s 
ffices  in  Maynard,  Mass.,  surreptitious- 
ly refer  to  him  as  "Brad  Pitt." 

In  fact,  Palmer's  clothes  madness  and 
taste  in  Porsches  hides  a  hardscrabble 
Texas  boyhood  and  an  early  baptism  in 
the  lean  and  mean  chip  business  (he  was  a 
ofounder  of  Mostek  in  the  1970s).  Step- 
ping back  and  looking  at  Palmer's  rags- 
to-riches  life  is  essential  to  get  his  vision 
for  Digital,  which  he  has  turned  around 
dramatically  over  the  past  two  years. 

ASAP:  One  thing  everyone — analysts, 
mployees,  even  CEOs  from  other  com- 
pter companies — wants  to  know:  Where 
do  you  get  your  sense  of  style? 
PALMER:  I  appreciate  that!  I  had  a  child- 
lood  that  was,  let's  say,  modest.  As  a  child, 
and  as  a  teenager  in  particular,  I  always 
•egretted  not  having  serious  money.  Not 
laving  nice  clothes.  That  sort  of  thing. 
Dne  measure  of  success  for  me  was  to 
dress  nicely  when  I  could  afford  it.  It 
uakes  me  feel  good.  It  is  not  expensive  to 
io.  I  hope  I  have  a  sense  of  style.  I  hope 
am  not  in  any  way  ostentatious.  It  is  part 
}f  being  an  individual.  But  I  think  Ora- 
:le's  Larry  Ellison  would  run  a  good  race 
m  that  one,  too.  He  and  I  compete  a  bit. 
Whenever  I'm  going  to  give  a  speech 
■vhere  Larry  is,  I  try  to  pick  one  of  my  bet- 
:er  suits.  He's  not  limited  by  pocketbook 


in  terms  of  what  he  can  afford.  He  has 
wonderful  suits,  and  dresses  well. 
ASAP:  Has  your  sartorial  ambition  ever 
caused  you  problems  at  Digital? 
PALMER:  There  is  kind  of  an  amusing 
story,  and  I  don't  know  if  it  is  one  I  should 
mention. 

ASAP:  We  won't  tell  anyone. 

PALMER:  Mmm.  When  I  first  came  to 


Digital,  one  of  the  first  things  I  was  told 
was  that  as  an  outsider,  they  were  very 
concerned  about  my  survival.  They  had  a 
history  of  outsiders  not  surviving.  Every- 
one up  to  my  immediate  boss,  Ken  Olsen, 
said  that  if  they  hired  me,  I  probably 
wouldn't  like  it  and  wouldn't  survive.  That 
was  pretty  challenging  to  me,  and  I 
thought:  "Why  not?" 
ASAP:  Olsen's  reverse  psychology? 
PALMER:  It  was  kind  of  unclear.  I  have  to 


tell  you,  during  the  first  year,  I  thought: 
"You  know,  Ken's  probably  right!  If  I 
hadn't  committed...."  But  I  decided  to 
stick  it  out.  Although  I  thought  I  would 
never  overcome  the  challenges  that  went 
along  with  being  from  Texas.  I  began  to 
fall  in  love  w  ith  the  company.  They  even 
gave  me  a  lecture  on  diversity,  assuming 
that  since  I  was  from  Texas  I  was  a  racist 
or  some  sort  of  thing.  You  run  into  that 
in  the  Northeast.  Then,  one  day,  one  of 
the  guys  came  to  me  as  a  friend.  We  went 
for  a  walk.  And  he  said  he  had  to  give  me 
some  feedback.  Some  of  the  fellows  de- 
cided that  he  would  be  the  best  one  to  do 
it.  And  I  said:  "Look,  don't  worry  about 
it.  You're  not  going  to  offend  me.  I  prob- 
ably have  heard  it  before!  I  know  I  have 
many  shortcomings.  You  won't  be  the 
first  to  observe  them.  I've  been  married 
and  divorced,  and  I've  heard  all  of  my 
shortcomings!  So  what  is  it?  Out  with  it!" 
ASAP:  What  did  he  say? 
PALMER:  He  said  I  dressed  too  nicely.  I 
thought  that  was  a  bizarre  criticism.  And 
I  thought  that  I  would  probably  recover 
from  that  one.  But  that  was  a  serious 
event.  The  idea  was  that  you  are  going  to 
change  your  personality,  you  are  going  to 
dress  down  to  please  other  people  and  you 
are  going  to  trade  in  your  car,  a  Porsche 
911,  for  a  Ford  or  something.  And  my 
answer  was  no. 
ASAP:  Why  no? 

PALMER:  Because  we  needed  to  create  an 
environment  here  where  people  were  free 
to  disagree  on  issues,  free  to  challenge  the 
conventional  wisdom  and  free  to  hit  the 
gas.  What  we  want  here  is  a  company  with 
diversity,  with  the  ability  to  accept  other 
points  of  view,  other  styles  of  dress,  fo- 
cused on  bringing  real  value  to  customers. 
ASAP:  You  wanted  to  re-create  the  com- 
pany in  the  image  of  the  semiconductor 
industry,  where  you  came  from  and 
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where  there  is  a  lot  of  individuality  and 
creativity? 

PALMER:  Yup.  One  of  the  things  that  sur- 
viving chip  company  executives  under- 
stand, and  which  was  lacking,  frankly,  at 
Digital,  is  that  you  have  your  mind-set  for 
survival.  As  soon  as  you  have  a  new  prod- 
uct out,  you  had  better  have  a  successor 
product  in  design.  There  is  no  opportu- 
nity to  resist  change!  There  is  no  oppor- 
tunity to  hold  on  to  the  4-megabyte  DRAM. 
You've  got  to  go  to  the  16-megabyte 
DRAM.  And  the  64-megabyte 
better  be  right  behind  it.  You 
can  never  get  comfortable. 
There  are  no  franchises. 
Intel  is  successful  today  be- 
cause they  have  not  rested  on 
their  laurels.  They  don't 
milk  successful  products. 
ASAP:  And  Digital  did? 
PALMER:  Yes.  We  had  the 
VAX.  The  VAX  was  success- 
ful. There  was  something 
new  called  PCs — but  we 
made  fun  of  that.  When  I 
came  into  the  company  in 
the  '80s,  there  was  some  staff 


PALMER:  No.  We're  still  very  deep  in 
transition. 

ASAP:  After  you  took  over  from  Ken 
Olsen  and  failed  to  turn  things  around 
right  away,  criticism  was  fierce — and  per- 
sonal. Did  that  bother  you? 
PALMER:  The  criticisms  were  justified. 
They  caused  a  complete  rethinking  of  the 
business  model  that  we  have.  And  in  that 
regard,  it  was  a  very  positive  outcome. 
We'd  engineered  some  new  products,  in- 
troduced some  leadership  technology.  But 


meeting,  and  the  quarter's  "it  was  greed-land.  You're  losing  market  share,  your 

numbers  didn't  look  good  I    pr()f  jt$  aren>t  gQQ()  SQ  me  so|ution  js  to  mjse  prjCeS? 

was  on  Jack  Smith  s  start,    [       ■■      ■       .  lu-   i-        <r>       *u-      i        •      *.   •  ii>» 

I  walked  out  thinking:  Boy,  this  place  is  at  risk! 


and  he  was,  in  effect,  the 
chief  operating  officer.  He  wanted  to  get 
suggestions  as  to  what  to  do.  I  got  all  ex- 
cited. I  love  debates.  I  thought  I  had  some 
great  ideas  about  cutting  costs.  But  I  was 
the  only  person  in  the  room  with  that 
point  of  view.  Everybody  else  wanted  to 
raise  prices!  That  would  never  have  oc- 
curred to  me  in  a  million  years.  It  was 
greed-land.  You're  losing  market  share, 
your  profits  aren't  good,  so  the  solution 
is  to  raise  prices?  Isn't  that  just  going  to 
result  in  smaller  market  share?  You  don't 
have  to  understand  calculus  to  understand 
this  endgame.  I  was  astounded.  I  walked 
out  of  that  meeting  thinking:  "Boy,  this 
place  is  at  risk!" 

ASAP:  What  other  things  put  the  com- 
pany at  risk? 

PALMER:  We  had  already  lost  $3.9  bil- 
lion before  I  was  asked  to  take  on  this 
role  [CEO].  Operating  expenses  consumed 
46%  of  revenue.  We  had  a  huge  re- 
structuring. And  today,  [operating  costs] 
are  down  to  27%.  There  was  no  alter- 
native. The  question  was:  How  do  you 
do  this  with  minimum  pain  to  employ- 
ees and  the  communities  we  serve?  And 
also  do  it  in  a  way  that  we  preserve  the 
business? 

ASAP:  Digital  is  once  again  profitable.  Are 
you  out  of  the  woods? 


we  still  weren't  profitable.  Something  was 
fundamentally  wrong — though  it  wasn't 
obvious  to  me  or  my  staff.  The  business 
model  was  a  large,  functional  organiza- 
tion and  a  very  highly  matrixed  way  of  do- 
ing business.  It  took  us  about  60  days  to 
entirely  redesign  a  model  that  complete- 
ly eliminated  the  large  functional  organi- 
zation. Manufacturing  made  all  the  fore- 
casts for  what  this  company  would  deal 
in.  It's  unique  in  my  experience.  I'd  never 
worked  for  a  company  in  which  manu- 
facturing, rather  than  sales,  made  the  fore- 
cast of  what  they  were  going  to  build. 
ASAP:  Where  do  you  go  from  here?  You 
can't  continue  to  restructure  ad  infinitum. 
PALMER:  Ultimately,  you  have  to  grow 
the  business.  And  I  think  we're  in  the 
growth  phase  now.  We've  completed  the 
worst  part  of  the  financial  turnaround. 
We're  not  at  competitive  levels  of  prof- 
itability, and  I'm  not  satisfied. 
ASAP:  That's  where  your  alliances  with 
Microsoft  and  Oracle  come  in,  right?  Tell 
us  about  the  NT  deal. 
PALMER:  The  alliances  are  very  important. 
We  used  to  have  this  culture  which  we 
borrowed  from  IBM.  That  model  was  to 
develop  one  technology  and  keep  it  for 
five  years  and  don't  share  it.  You  don't 
have  partnerships  or  alliances.  You  have  a 


large  direct  salesforce.  You  do  everything 
But  now  we  want  important  relationshipi 
with  a  variety  of  companies.  Oracle  anij 
Microsoft  are  most  often  the  two  thai 
everyone  talks  about.  So  you  see  that  ouj 
value  proposition  going  forward  is  veH 
clear.  It  depends  not  only  upon  Digital'; 
technology  leadership  but  also  upon  thes 
partnerships  being  successful.  The  part! 
nership  that  Bill  Gates  and  I  announce*) 
last  year  legitimizes  Windows  NT  as  tty 
future's,  if  not  today's,  enterprise-capabh 
operating  system.  And  ij 
identifies  the  64-bit  Alphj 
chip  as  the  primary  RISC  [rei 
duced  instruction  set  com 
puting]  platform  for  Win- 
dows NT.  And  it  identifie: 
the  Microsoft-Digital  part- 
nership as  the  primary  en- 
terprise partnership. 
ASAP:  The  64-bit  Alpfy 
processor  is  gaining  accep- 
tance. But  aren't  you  afraid 
that  Andy  Grove  and  Inte; 
are  going  to  knock  youi 
block  off  with  their  own  64< 
bit  chip? 

PALMER:  Not  at  all.  And)) 
Grove  is  my  partner.  M]| 
vision  is  that  Alpha  and  In- 
tel are  complementary,  run-t 
ning  the  same  applications,  offering  thq 
widest  possible  performance  spectrum.  I 
is  sort  of  like  BMW.  They  don't  say  the)) 
make  only  4-cylinder  or  6-cylinder  or  8] 
cylinder  or  12-cylinder  engines.  The)| 
make  them  all.  They  have  different  plat- 
forms depending  on  what  problem  thfl 
customer  is  trying  to  solve.  I  have  comj 
petitors  today  shipping  64-bit  chips.  Bui 
that  is  a  long  way  from  being  a  64-bit  plat^ 
form.  To  be  a  platform,  you've  got  to  havd 
an  operating  system,  applications,  all  kind^ 
of  things. 

The  vast  majority,  in  terms  of  unit  vol-| 
ume,  is  going  to  be  Intel  architecture.  But| 
when  you  want  more  performance,  you'll 
run  Alpha.  When  you  want  to  run  Win- 
dows NT,  you'll  run  Alpha. 
ASAP:  What  about  the  Py  [the  Intel  and} 
Hewlett-Packard  chip],  touted  as  an  Al^ 
pha  killer? 
PALMER:  What  the  industry  would  real- 
ly like  to  know  is  what  is  this  P7?  It  is  the 
great  mystery  architecture!  What  is  itJ 
really?  We  hear  little  snippets  and  ru- 
mors. But  there's  been  no  presentation) 
of  it  really.  What  does  it  look  like?  What] 
does  it  imply  in  terms  of  applications  mi-l 
gration?  So  we're  very  confident  that  Al- 
pha will  be  able  to  offer  a  substantial  per-' 
formance  advantage. 
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4  languages,  multiple  networks,  an  endless  stream  of 
documents  and  one  GP30F  to  manage  the  whole  operation. 


1 


Customer  is  responsible  for  determining  compatibility  with  their  systems 
and  applications.  Optional  equipment  required.  Novell  and  Netware  are 
registered  trademarks  of  Novell,  Inc.  TRIL  qualified  Token  Ring  products 
are  certified  for  physical  interoperability  in  multi-vendor  environments. 
Post  Script  is  a  trademark  of  Adobe  Systems.  Inc.,  registered  in  the  U.S. 
and  other  countries.  AS/400  is  a  registered  trademark  of  International 
Business  Machines  Corporation.  ©  1996  Canon  U.S.A..  Inc. 


GP30F  Digital  Imaging  System. 

Your  office  may  function  with 
multiple  environments,  but  for  document 
management  to  run  at  peak  efficiency, 
it  needs  one  integrated  system: 
The  GP30F  Total  Document 
Management  System  from  Canon. 

The  GP30F  is  built  around  open 
industry  standards,  and  it  connects 
directly  to  numerous  network  environ- 
ments. So  no  matter  how  many  different 
environments  you're  working  with,  anyone 
on  any  network  can  print,  fax,  scan  and 
copy  more  productively,  all 
through  the  same  digital  system.  »aEzj 

3  J  NerWcre 

The  GP30F  also  speaks  your  Jj££3 
printing  language,  whether  you're  using 
PCL,  PostScript,  AFPDS,  SCS  or  all  of 
the  above. 

So  with  the  GP30F,  you  don't  have  to 
change  your  whole  environment  to  make 
I^mm  your  document  pro- 
Ife^BP  cessing  more  efficient 
Adobe  PostScript  And  you  don't  have  to 
sacrifice  the  present  for  the  future.  The 
GP30F  will  integrate  seamlessly  with 
whatever  new  technology  you  employ. 

If  your  office  needs  an  integrated 
solution  to  document  management, 
the  GP30F  is  one  system 
that  can  manage  the  job 
perfectly.  For  more  informa- 
tion, call  1-800-OK-CANON  or  visit 
us  at  http://www.usa.canon.com  on 
the  Web. 

Canon 


Imagine  Your  Company  Working  Like  This. 


Application  Plus"  is  the  integrated  enterprise  software  that  makes  all  your  systems 
work  as  one.  Smoothly  and  toward  a  single  objective. 

Application  Plus  turns  complex  functions  into  a  simple  operation.  So  that  everyone  in 
your  organization  can  get  the  information  they  need,  when  and  how  they  need  it,  and  share 
it  with  those  who  need  to  know. 

Application  Plus  gets  to  work  quickly,  managing  your  enterprise  with  proven, 
trouble-free  reliability,  no  matter  what  your  hardware,  operating  or  database  system. 

Managing  software  has  suddenly  gotten  a  lot  easier.  Now  what  more  could  you  ask? 


&Wolcott 


INTEGRATED  MANAGEMENT  SOFTWARE 


Daly  &  Wolcott,  Inc.,  21st  Floor,  One  Hospital  Trust  Plaza,  Providence,  RI  02903 
Telephone:  (800)  343-2414,  ext.  336,  Fax:  (401)  351-8484 

Or  visit  us  at  http://www.dalywolcott.com 
Atlanta  •  Chicago  •  Dallas  •  Los  Angeles  •  Providence 


Can  the 
ancient 
tradition  of 
tactile  textiles 
ever  marry 
the  world  of 
computing? 


Had  enough  of  computers  for  a  while? 
Hemmed  in  by  digital  technology  on 
every  side,  you  might  understandably  seek 
some  untouched  analog  harbor  in  the 
business  world,  a  place  where  things  are 


low-key,  as  if  the  tie  business  wasn't 
fiercely  competitive  and  no  one  had  ever 
heard  of  casual  Friday. 

At  Talbott,  you  might  well  expect  to 
find  relief  from  the  pervasive  reach  of  the 


still  done  in  comfortably  familiar  ways.  If  digital  age.  After  all,  the  men's  furnish- 
so,  Robert  Talbott  Inc.  in  Carmel  Valley,  ings  business,  like  other  aspects  of  what 
Calif.,  would  seem  a  safe  bet.  Talbott  is  insiders  refer  to  as  "the  rag  trade,"  is  a 
about  as  solidly  traditional 
as  a  company  can  be.  Fam- 
ily owned,  relatively  small 
(300  employees),  Talbott 
isn't  much  different  in  spir- 
it from  the  mom-and-pop 
maker  of  hand-sewn  bow 
ties  it  began  as  in  1950. 
That  was  the  year  Robert 
Talbott,  a  successful  bank- 
ing insurance  executive 
from  New  York  who  had 
traded  in  his  gray  flannel 
suit  for  a  new  life  in  Cali- 
fornia, suggested  to  his 
wife,  Audrey,  that  the  gift 
bow  ties  she  made  for  him 
and  for  their  friends  each 
Christmas  might  be  a  vi- 
able little  business. 

The  company  is  head- 
quartered in  a  sunny  one- 
story  building  that  com- 
bines executive  offices 
paneled  with  old  barn  sid- 
ing and  a  manufacturing 
plant  decorated  with  an- 
tique bicycles,  only  15 
minutes  away  from  California's  most  re- 
lentlessly adorable  town.  Talbott  pro- 
duces a  sought-after  line  of  four-in-hand 
ties  (one  out  of  every  two  ties  sold  at  the 
Seattle-based  retail  chain  Nordstrom  is 
a  Talbott)  and  dress  shirts,  plus  a  con- 
noisseur's collection  of  bow  ties.  Yet  the 
prevailing  mood  remains  relaxed  and 


Tie  She  Stylish  cofounder,  CEO  and  Aston-Manin  driver  Audrey  Talbott 
ivas  horrified  by  computers  at  first.  Now  she's  a  believer. 

hands-on-the-material,  eye-to-eye,  de- 
liver-the-goods  game.  Computers  need 
not  apply.  You  might  think. 

And  you  would  be  mistaken.  Very  mis- 
taken. Starting  in  sales  and  spreading 
throughout  the  company,  thoroughly  tra- 
ditional Talbott  has  made  the  jump  to  cy- 
berspace with  all  the  enthusiasm  of  some 


At  premier 
necktie  maker 
Robert  Talbott, 
they  have 
already  tied 
the  knot. 

by  Owen  Edwards 


young  nerd  who  wouldn't  know  a  paisley 
from  a  palsy.  Although  the  method  of 
manufacturing  male  finery  has  remained 
virtually  unchanged  since  the  Italian  Re- 
naissance met  the  silkworm,  the  way  the 
Carmel  Valley  company  does  business  is 
changing  rapidly.  The  old  school  tie  has 
gone  to  school,  and  computer  science  is 
the  required  major. 

But  wait.  Isn't  the  neck- 
tie increasingly  irrelevant? 
Don't  movie  stars,  once 
paragons  of  fashion,  now 
wear  tieless  shirts  buttoned 
to  the  top  in  the  manner  of 
Depression-era  farmers? 
Haven't  the  words  "black 
tie"  on  an  invitation  come 
to  mean  anything  but?  So 
how  much  can  the  necktie 
business  matter?  About  $1.5 
billion  in  annual  sales  in  the 
U.S.  alone,  according  to  the 
Neckwear  Association  of 
America — that's  how  much. 
That's  100  million  ties 
crossing  store  counters  a 
year,  and  a  growing  global 
market  is  pushing  sales  sky- 
ward. The  necktie  may  be 
in  its  blah  period  here  in 
increasingly  dressed-down 
America,  but  it  is  sweeping 
the  world  as  the  Esperanto 
of  success,  even  in  countries 
where  drab  uniforms  and 
collectivism  once  reigned  supreme. 

In  this  market,  Robert  Talbott  is  far 
from  the  biggest  player,  though  in  terms 
of  quality  and  consumer  loyalty,  it  has  a 
reputation  as  one  of  the  best.  G.  Bruce 
Boyer,  a  veteran  observer  of  the  men's 
fashion  industry  and  author  of  the  de- 
finitive style  primer  Eminently  Suitable 
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The  Vision  Thing  Talbott  president  David  Bates  admits  not  every  department  loves  the  digital  future.  But  the  Sales  Force  Automation 
system  designed  by  controller  Carl  Hamana  and  MIS  guru  Dave  Downer  (left  to  right  below)  has  proved  to  be  a  resounding  success. 


is  a  longtime  admirer.  "Talbott  uses  the 
best  silks,  but  just  as  important,  it  uses 
the  best  interlinings.  In  terms  of  range 
of  styles  and  workmanship,  there's  no 
better  tie  maker  in  the  country." 

With  annual  revenue  in 
excess  of  $35  million  and 
with  sales  growing  most 
rapidly  on  the  high-end  side 
of  the  neckwear  business 
($85  to  $160  retail),  the  pri- 
vately held  company  has 
substantial  motivation  to 
stay  competitive  in  the  tog- 
eat-tog  world  of  men's  fash- 
ion. With  change  constant, 
today's  favorite  tie  is  to- 
morrow's donation  to 
Goodwill,  and  with  Mc- 
Fashion  companies  like 
J. Crew  and  The  Gap 
crowding  into  the  market,  a 
company  that  isn't  willing 
to  keep  up  creatively  and 
strategically  can  Hnd  itself 
hopelessly  behind  in  just  one  or  two  buy- 
ing seasons.  "In  this  business,  everything 
is  about  flexibility,"  says  Dave  Downer, 
one  of  the  original  MIS  gurus  at  Talbott 
who  now  consults  as  president  of  his  own 
company,  Innovative  Computer  Appli- 


cations (ICA)  in  Seaside,  Calif.  For  Tal- 
bott, the  computer  may  end  up  being  al- 
most as  important  as  the  sewing  machine. 

Information  technology's  first  ap- 
pearance at  the  company  in  the  early  '80s 


was  inauspicious.  Robert  Talbott,  un- 
trained but  intrigued,  brought  a  "trans- 
portable" Osborne  CPM-based  machine 
into  the  office,  hoping  it  might  help  get 
inventory  and  invoicing  under  control. 
With  little  software  and  no  one  to  plead 


its  case,  the  odd  box  never  got  past  curio 
status.  Audrey  Talbott,  the  company's 
original  designer  (and  its  chair  since  her 
husband's  death  in  1986),  was  not  exact- 
ly a  fan.  "I  viewed  computers  with  utter 
horror,"  she  says.  "They 
seemed  so  out  of  character 
with  our  approach  to  busi- 
ness." Even  a  few  years  ago, 
when  the  company's 
Carmel-area  stores  installed 
computers,  Mrs.  Talbott  in- 
sisted that  they  be  neither 
seen  nor  heard  by  customers. 

Even  as  the  company's 
growth  increased  demands 
on  its  16-person  salesforce 
and  on  the  internal  fulfill- 
ment and  production 
processes,  computers 
seemed  to  offer  no  obvious 
solutions.  Executives  fig- 
ured they  could  continue  to 
use  traditional  paper-push- 
ing methods  to  supply  large 
retailers  such  as  Nordstrom  with  four 
neckwear  lines  each  year  made  up  of 
300  designs  per  line.  Whenever  the 
subject  of  computers  came  up,  says 
Mrs.  Talbott,  "our  sales  reps  worried 
that  they'd  become  dinosaurs."  Yet  as 
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the  company  expanded  its  customer 
base  and  volume,  a  classic  problem  of 
the  neckwear  business — colors  and  pat- 
terns would  run  out  even  as  sales  reps 
promised  they'd  be  delivered — grew 
more  acute.  No  longer  could  the  com- 
pany merely  wish  to  speed  up  informa- 
tion about  product  availability — it  had 
to  take  some  action. 

When  a  mid-'80s 
plan  to  modernize 
stalled,  Talbott's  con- 
troller, Carl  Hamana, 
a  Hawaiian-born 
Army  brat  whose  fa- 
ther's final  duty  sta- 
tion was  Fort  Ord, 
not  far  from  Carmel, 
hired  Dave  Downer, 
an  innovative  pro- 
grammer at  the  near- 
by Pebble  Beach  Re- 
sort. Hamana  had 
worked  at  Digital  Re- 
search, and  Downer 
had  impeccable  new- 
era  credentials:  He 
had  dropped  out  of  a 
small  local  college 
and  was  turned  on  to 
computers  almost  by 
accident.  In  the  early 
'80s,  a  programmer 
who  was  installing  a 
system  at  a  Ford  deal- 
ership where  Downer 
was  selling  cars  hap- 
pened to  mention 
that  he  was  making 
$60,000  a  year.  The  next  day,  Downer  en- 
rolled in  his  first  computer  course. 

Hamana  and  Downer  were  commit- 
ted to  moving  Talbott  into  the  future, 
but  they  realized  they  would  have  to 
overcome  an  ingrained  anxiety.  "There 
was  huge  cultural  resistance  around 
here,"  Hamana  says.  Mrs.  Talbott  recalls 
an  early  instance  of  Luddite  rebellion  that 
greeted  an  attempt  to  introduce  new 
technology  to  the  manufacturing  divi- 
sion. A  man  named  Izzy  Nemeroff  had 
invented  a  machine  that  simplified  the 
sewing  of  the  slip,  the  closure  at  the  back 
of  a  necktie.  His  device  folded  the  tie  so 
that  one  pass  with  a  needle  could  run  a 
thread  from  one  end  to  the  other,  re- 
ducing the  time  and  labor  required  for 
that  finishing  operation.  One  of  these  ma- 
chines was  installed  at  Talbott,  but  it 
broke  down  almost  daily.  It  turned  out 
that  one  of  the  veteran  seamstresses  in  the 
production  line  was  sabotaging  the  ma- 
chine after  hours  with  a  ball-peen  ham- 


mer. The  lesson  was  not  lost  on  the  MIS 
team:  Transparency  was  essential  to  any 
technology  the  company  might  introduce. 

The  breakthrough  came  at  the  1994 
Comdex  show  in  Las  Vegas,  when 
Hamana  and  Downer  saw  a  pen-based 
system,  which  they  called  "rapid-fire  en- 
try," designed  for  hospital  patient  admis- 


Wholly  Orders  According  to  John  Haller,  VP  of  marketing  and  sales,  Talbott's 
high-tech  sales  reps  now  serve  retailers  with  better  focus  and  money-saving  accuracy. 

sions.  The  software  wasn't  directly  ap- 
plicable to  Talbott's  operations,  but  the 
technology  showed  Hamana  and  Down- 
er a  way  around  keyboards,  one  big  cause 
of  salesforce  resistance. 

After  18  months  of  selecting  hard- 
ware, writing  proprietary  software 
(Downer  says  he  used  a  "bastardized" 
Power  Pen  Pal  by  Symbol  Technologies) 
and  bringing  key  sales  reps  into  the  de- 
sign process,  Hamana  and  Downer  pro- 
duced "Sales  Force  Automation"  (SFA). 
In  a  black  calfskin  carrying  case,  each  rep 
received  an  IBM  360P  pen-based  laptop, 
a  Citizen  Notebook  Printer  II  (weighing 
about  five  pounds)  and  a  wireless  Erics- 
son Mobidem  9,600-baud  radio-fre- 
quency modem. 

Arriving  at  a  customer's  office  with  this 
equipment  in  one  hand  and  a  suitcase  of 
samples  in  the  other,  a  sales  rep  can  bring 
up  order  forms  on  the  laptop  screen.  With 
a  touch  of  the  unit's  special  pen,  the  rep 
enters  an  order  for  anywhere  from  a  few 


to  thousands  of  ties,  in  whatever  color  and 
pattern  combinations  the  customer  needs. 
If  the  sales  rep  wants  to  dazzle  the  client, 
he  (or  she)  can  print  out  a  copy  of  the  or- 
der. Then,  or  later  from  a  hotel  room,  the 
rep  can  transmit  the  order  via  AT&T 
EasyLink  to  the  AT&T  computer  in  St. 
Louis.  Talbott's  computer  in  Carmel,  a 
four-year-old  Unix- 
based  Hewlett- 
Packard  9000,  is 
programmed  to 
download  orders 
every  night  at  10.  A 
paper  confirmation  of 
the  order  is  sent  out 
to  the  customer  the 
next  day. 

Perhaps  most  im- 
portant, SFA  gives 
sales  reps  up-to-the- 
minute  information 
on  product  availabil- 
ity. If  a  tie  is  sold  out 
in  a  certain  color  or 
pattern  ("outs"),  or  if 
an  entire  line  is  gone 
("all  outs"),  that  in- 
formation is  trans- 
mitted to  the  sales 
rep's  laptop  when  an 
order  is  placed.  "That 
makes  all  the  differ- 
ence in  customer  ser- 
vice,"  says  John 
Haller,  vice-president 
of  marketing  and 
sales.  "With  the  old 
paper  system,  it 
might  be  several  days  before  a  rep  could 
tell  a  customer  an  order  couldn't  be 
filled."  By  then,  valuable  time — and  per- 
haps goodwill — would  have  been  lost. 
The  company  might  lose  $300,000  to 
$400,000  a  year  because  reps  didn't  know 
quickly  enough  what  wasn't  available, 
says  Hamana,  now  the  company's  con- 
troller. The  system  also  prevents  a  rep 
from  entering  a  product  number  incor- 
rectly, eliminating  production  confusion 
and  corrective  paperwork.  "Over  the 
course  of  the  next  three  years,"  Hamana 
says,  "we're  hoping  for  a  savings  of  around 
$1  million  in  losses  on  'outs'  alone."  One 
immediate  savings  came  in  order  pro- 
cessing, where  three  nearly  full-time 
temps  were  no  longer  required  to  handle 
seasonal  logjams. 

The  cost  of  the  SFA  system  to  date, 
Hamana  estimates,  is  $250,000 — 
$100,000  for  hardware  (not  counting  the 
HP  9000,  which  was  already  in  place)  and 
the  rest  on  salaries  and  consulting  for 
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re  your  packets  to  Switzerland  making 
more  stops  than  your  packages? 

communications  between  North  America  and  Switzerland  shouldn't  be  taking  extended  tours  of  Europe. 

Swiss  Telecom  is  the  only  European  earner  that  provides  you  with  direct  access  to  Switzerland  — along  with  VPN,  ATM,  and 
e  relay — for  the  most  advanced  network  services  available.  For  communication  beyond  Switzerland,  our  high  speed 
ectivity  and  partnership  with  Unisource  make  Swiss  Telecom  your  gateway  to  business  centers  throughout  Europe  and  beyond. 

Our  responsive  service  is  easily  accessible  as  well.  A  designated  manager  coordinates  all  of  your  network  needs,  from  design 
tgle-end  billing.  And  our  Washington,  DC  based  staff  is  ready  to  respond  quickly  and  efficiendy  to  your  questions  and  concerns. 

So,  if  you're  looking  for  a  network  that  gets  right  to  the  point,  PT  j 

wiss  Telecom  at  1-800-966-1145  for  more  information.  SWISS  TELECOM  V 

Networks  that  run  like  clockwork. 


Front  Line/New  Lines  With  their  paperless,  mobile  "offices, "  reps  in  the  field  place  complex  orders  using  real-time  information  on  colox 
and  pattern  availability.  Back  at  HQ,  Mac-savvy  designers  Kevin  Currall  and  Ann  Redwine  separate  the  dapper  from  the  "dogs. " 


software  development. 

Because  of  the  amount  of  information 
required  to  keep  current  on  product 
availability,  Talbott's  MIS  department 
(now  grown  to  two  full-time  staffers  and 
one  part-time  consultant)  creates  CDs  that 
are  sent  to  sales  reps  four  times  a  year. 
Using  CD  Porta-Drives  from  CD  Tech- 
nology, the  sales  staff  can  pull  new  in- 
formation onto  their  hard  disks  with  the 
touch  of  a  button. 

To  ease  future  shock,  Downer  pre- 
sented the  system  to  the  reps  in  groups  of 
four.  If  this  was  going  to  fly,  Hamana  says, 
the  salesforce  had  to  want  to  use  it.  The 
missionary  work  paid  off.  As  Hamana  puts 
it,  "The  idea  was  always  that  our  job  was 
to  let  the  sales  reps  sell.  What  we've  done 
is  leave  the  selling  in  and  take  the 
drudgery  out." 

Pen-based  orders  have  cut  after-hours 
paperwork  from  an  average  of  three  hours 
to  45  minutes  per  day — another  big  rea- 
son for  the  sales  reps'  conversion.  "What 
kills  these  guys,"  Downer  says,  "is  that 
buyers  will  ask  for  a  complex  three-part 
delivery — so  many  ties  on  one  date,  so 
many  on  another  and  so  on.  That  used  to 
mean  filling  out  three  complete  order 
forms  at  the  end  of  a  long  day.  With  the 
new  system,  a  single  order  can  be  divid- 
ed any  way  the  customer  wants  in  three 
to  five  minutes.  It  was  that  kind  of  perk  I 
knew  I  had  to  give  our  reps  to  get  them 
to  buy  in  to  this  change." 

When  it  comes  to  drudgery,  Haller 
has  been  there  and  done  that.  "When  I 
[would]  go  on  the  road  to  help  train  a  new 
rep,"  he  says,  "we  used  to  work  until 


1  a.m.  writing  orders.  At  that  hour,  you 
can  make  errors  that  aren't  discovered  for 
a  week.  Then  there  was  the  desperate 
search  the  next  morning  for  a  next-day 
air  drop-off  on  the  way  to  your  next  call. 
And  as  in  every  business,  in  fashion,  time 
is  money." 

Can  Haller  attribute  a  change  in  sales 
volume  to  SFA?  Not  yet,  and  perhaps  not 
ever.  "I  can't  say  we  can  measure  a  cer- 
tain percentage  of  increased  sales,  but 
that  was  never  our  goal.  Selling  better, 
not  selling  more,  was  the  goal.  Not  to 
mention  making  everyone's  life  a  lot  eas- 
ier." With  the  first  stage  of  SFA  success- 
fully launched  and  85%  of  the  company's 
tie  inventory  in  the  system,  Downer's 
next  challenge  is  to  create  software  for 
the  highly  customized  Talbott  line  of 
shirts.  "That,"  he  says,  "is  a  whole  dif- 
ferent business,  with  many  more  varia- 
tions possible  than  with  the  ties."  Down- 
er's company,  ICA,  also  is  selling  software 
similar  to  the  Talbott  SFA  system  to  non- 
competing  companies. 

As  is  always  the  case,  technology  has 
its  limits.  To  sell  a  line  of  ties  or  shirts, 
no  information  on  the  screen  of  a  laptop 
can  replace  the  customer's  need  to  feel 
the  fabric.  So  along  with  the  black  leather 
bag  of  high-tech  tricks,  reps  still  carry — 
and  probably  always  will — their  cases  of 
sample  swatches.  At  this  ancient,  reas- 
suring level,  the  tie  business  remains  sen- 
sual, not  digital. 

Computer-aided  design  (CAD)  has  run 
into  the  same  problem.  Under  the  direc- 
tion of  Talbott's  chief  of  design,  Bob 
Jensen,  design  associates  Kevin  Currall 


and  Ann  Redwine  have  adapted  Frencli 
software  called  SuperColor'in  that  the] 
found  in  use  at  an  Italian  mill.  With 
Macintosh  Ilci  and  a  Canon  500  coloj 
laser  copier,  Currall  and  Redwine  can  us^ 
256  basic  hues  to  create  a  potentially  vasi 
array  of  new  patterns  and  colors.  But  witl 
15  to  20  mills  in  England  and  Italy,  eacr| 
using  individual  palettes  and  producing 
materials  with  unique  characteristics,  Tali 
bott  and  its  reps  continue  to  need  "strike- 
offs,"  or  samples,  created  by  suppliersl 
"We  thought  we'd  eliminate  severaj 
steps,"  says  Talbott  president  David  Batesi 
"but  it  hasn't  worked  out  that  way  at  all." 
Currall,  who  continues  to  develop  th^ 
CAD  system,  takes  an  optimistic  viewl 
"The  computer  helps  us  get  rid  of  some 
real  dogs  before  we  go  to  the  mills." 

But  despite  these  limitations,  the  Mlij 
genie  is  loose  at  Talbott  and  isn't  abouj 
to  go  back  into  the  bottle.  Bates  notes  that 
management  made  an  early  mistake  b\j 
trying  to  keep  the  company's  new  com-i 
puter  systems  similar  to  its  old  manual 
systems,  especially  in  the  management  o< 
inventory  and  finance.  But  the  finance  de^ 
partment  took  the  new  software  and  tab 
lored  it  to  do  things  in  innovative  ways 
"The  more  departments  understood  what 
could  be  done,"  says  Bates,  "the  more  they 
have  done." 

Not  surprisingly,  perhaps,  the  pace  ol 
change  has  not  been  uniform.  The  prcn 
duction  department  has  been  the  slowest) 
to  change,  Bates  notes.  As  he  speaks,  hq 
seems  to  listen  for  the  sound  of  that  eati 
Her  innovation,  the  sewing  machine.  "Butj 
they'll  come  around." 
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"Avoid  the  herd.  And  work  like  crazy.  We've  built  the  country's  seventh-largest  cellular  company  by 
serving  less  populated  areas,"  says  H.  Donald  Nelson,  CEO  of  U.S.  Cellular  Corp.,  listed  on  the  Amex 
since  1988.  "Our  market  cap  is  $2.9  billion  and  growing.  The  Amex  has  been  a  major  help.  Trading  is 
excellent.  They  keep  in  touch  so  we  always  know  what's  happening.  And  their  Investor  Relations 

programs  give  us  great  visibility  —  from  coast  to  coast."  Don  Nelson  is  big  on  the  Amex. 


AMERICAN  STOCK  EXCHANGE.  To  learn  about  the  advantages  the  Amex  can  bring  to  your  company, 
contact  Chairman  Dick  Syron.  Phone  212-306-5353.  E-mail  rsyron@amex.com.  Web  site  http://ioww.amex.com. 
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Your  link  to  all  things  Ohio! 


If  the  Internet  is  regarded  as  the 
information  superhighway,  then  the 
Ohio  Department  of  Development 
(DOD)  has  built  a  major  four-lane 
expressway  to  all  things  Ohio. 

The  address  is  www.ohiobiz.com — 
and  the  destinations  are  the  more  than 
100  cities,  universities,  companies  and 
sports  teams  the  Web  site  contains. 

In  this  one  location,  you  can  get 
economic  development  information 
about  Ohio,  read  about  travel  and 
tourism  opportunities,  learn  about  some 
of  the  many  Ohio-based  companies, 
read  news  and  information  from  Ohio 
and  national  media  organizations,  and 
get  the  schedules  of  your  favorite  Ohio 
sports  teams. 

State  Development  Director  Donald 
Jakeway  says  one  major  goal  of  the 
Department  of  Development  and  the 
Administration  of  Governor  George 
Voinovich  is  to  find  new,  innovative 
ways  to  convey  the  Ohio  story. 
Ohiobiz.com  is  an  example  of 
government  thinking  "outside  the  box." 

"The  race  to  be  first  on  the  World 
Wide  Web  is  over  and  I  couldn't  tell 


you  who  won,"  Jakeway  says.  "The 
important  thing  in  this  arena  is  who  is 
best  and  who  can  generate  the  most 
traffic.  Through  this  Web  site,  we  are 
able  to  link  to  any  Ohio  organization 
that  has  a  Web  site  and  back  again, 
which  creates  traffic." 

This  "Virtual  Ohio,"  as  many  are 
calling  it,  was  first  posted  in  November, 
1995.  Since  that  time,  the  number  of 
visitors  to  the  site  has  averaged  17,000 
a  week.  Those  visitors  are  from 
countries  all  over  the  world,  including 
Norway,  Sweden,  Japan,  Germany  and 
France. 

The  Web  surfer  can  hyperlink  to 
information  on  Ohio's  economic 
development  climate,  the  Voinovich 
growth  plan  and  every  other  state 
government  agency,  not  to  mention 
many  other  Web  sites. 

Among  the  companies  linked  to 
ohiobiz.com  are  Goodyear,  Manco, 
AmeriTech,  AEP,  Revco,  American 
Greetings,  Battelle  and  Cincinnati 
Milacron. 

You  can  also  link  to  the  Cincinnati 
Reds  or  Cleveland  Indians  home  page 


and  get  the  latest  complete  g 
summaries,  box  scores  and  pla^ 
quotes. 

Interested  in  reading  abou 
Cleveland  Orchestra,  or  finding 
when  Kings  Island  will  open  fo 
summer?  It's  in  there.  Would  you 
to  read  the  top  stories  from  son 
Ohio's  newspapers  or  televi 
stations?  Or  would  you  like  s 
information  on  Ohio  public  coll 
and  universities?  Everything  is  w 
a  click  of  your  mouse. 

John  Damschroder,  special  pre 
director  for  the  Ohio  Departme 
Development,  says  this  first-of-its- 
government-run  Web  site  is  specie 
a  number  of  reasons.  Most  impoj 
it  gives  the  Internet  user  the  e 
Ohio  story. 

"This  site  helps  us  sell  the  sU 
its  entirety,"  he  says.  "If  peoph 
interested  in  technology,  in  mi 
it's  there.  If  they  look  at  the  s: 
don't  have  to  say  a  word  abou 
critical  mass  of  businesses  ir 
state.  They  can  go  in  and  look  ar|j 
for  themselves." 


Featured  Sites  of  the  Week 


Cleveland  Indians 


Ameritech 


Showcase  Ohio 


tovernment  Business    8ports  Transportation  Media   Education    Travel  Technology 


damschroder,  like  Jakeway,  says 
jritical  issue  is  traffic:  "When  we 

rom  ohiobiz.com  to  any  other  Web 
we  make  sure  that  the  organization 

link  back.  This  is  especially 
itive  as  we  have  entered  into  a 

ership  with  CNN  Interactive  to 

ie  links  to  the  Ohio  site." 

[Vithin  the  CNN  Web  site,  users  can 

from  "Grapevine"  within  the 
icial  news  section  or  from  the 

'Time  politics  section.  This  gives 
;  a  direct  link  to  the  more  than 

ion  people  who  enter  these  sites. 

•  ut  just  as  generating  traffic  is 
irtant,  Damschroder  says  it  has 
jme  more  vital  to  keep  people 

lg  back  on  a  regular  basis. 

i  You  have  to  avoid  the  downside  to 

iteractive  world,"  Damschroder 
i"That  is  the  'been  there,  done  that' 

ion  when  a  site  is  rarely  updated." 
10  the  rescue  comes  "Postcards 
Ohio."  This  daily  cyberspace 
nn  will  touch  on  a  wide  variety  of 
is  ranging  from  the  presidential 
tries  to  the  Late  Show  With  David 

man. 


Another  feature  of  ohiobiz.com 
enables  the  Internet  surfer  to  post 
comments  and  suggestions  about  the 
Web  site.  Either  through  e-mail  or  a 
section  called  Grafitti  Wall,  anyone 
who  enters  the  Ohio  Web  site  can 
request  information  or  register 
opinions.  Most  of  the  comments  have 
been  very  positive;  some  are  from 
people  who  used  to  live  in  Ohio  or  are 
shocked  that  a  government  agency 
would  put  together  something  like  this. 

Scott  Shelton  posted  a  note  that 
read,  "I  think  that  this  Graffiti  Wall  as 
well  as  the  State  Government  home 
page  is  one  of  the  coolest  things  that  I 
have  ever  seen.  Seeing  progress  like 
this  makes  me  proud  to  live  in  this 
great  state!" 

Paul  Koloski  wrote,  "I  used  to 
think  Ohioans  suffered  from  an  identity 
crisis  or,  at  least,  a  lack  of  appreciation 
for  the  unique  and  wonderful  attributes 
of  their  state.  Ohio's  representation  on 
the  Web  is  gratifying  evidence  that  pride 
in  state  is  on  the  rebound." 

Margaret  Comstock  posted  this 
message:  "Ohio  is  great,  innovative  use 


of  technology  at  business  and 
government  levels." 

Director  Jakeway  says  this 
innovative  work  between  business  and 
government  is  a  trademark  of  the 
Voinovich  Administration. 

"Over  the  last  five  or  so  years,  one 
thing  we  have  touted  over  and  over 
again  is  our  partnership  with  the  private 
sector,"  Jakeway  says.  "Having  this  Web 
site  link  to  so  many  different  groups  and 
organizations  gives  us  partners  with 
equal  stock  in  effectively  marketing 
Ohio." 


For  more  information  on  the 
Ohio  Department  of  Development 
and  the  programs  and 
services  offered,  call 
1-800-345-OHIO 
or  visit  the  Ohio  Web  site  at 
http://www.ohiobiz.com 


This  Internet  startup  thinks  it  can  pass  the  paper-packin( 
publishers  to  Web-wide  dominance.  By  Richard  Rapapor 


Richard  Hart,  host  of  C/net  Central,  is  be- 
tween takes,  perched  in  front  of  a  televi- 
sion monitor  on  a  soundstage  that  once 
housed  the  TV  series  The  Streets  of  San 
Francisco.  The  Emmy-award-winning  re- 


ly trendy.  It  features  technology  news, 
game  reviews,  technical  support,  bulletin 
boards  and  product  reviews.  Its  com- 
panion Web  site,  Shareware.com 
(http://www.shareware.com),  presents 


porter  and  cable  veteran  is  editing  footage  users  with  more  than  190,000  shareware 
of  a  cyberconcert  by  rock  'n'  roll  legend  and  freeware  titles;  it's  the  largest  soft- 
Graham  Nash.  Nash,  onstage  in  Los  An-  ware  distributor  on  the  Web.  C/net's  on- 
geles,  is  jamming  on  his  hit  "Mili- 
tary Madness"  with  other  musicians. 
But  they  aren't  with  Nash.  They  are 
live — by  phone — from  a  ballroom  in 
Washington,  D.C.  It's  sexy  stuff  and 
a  technological  first:  The  concert 
was  transmitted  by  ordinary  phone 
lines,  not  over  high-speed  Tl  lines. 

This  is  the  sort  of  gee-whiz  tech- 
nology that  has  made  C/net  Central, 
a  14-month-old,  half-hour  TV  mag- 
azine, an  instant  hit.  Broadcast  on 
cable's  USA  Network  and  Sci-Fi 
Channel,  the  show,  a  computer  ver- 
sion of  Entertainment  Tonight,  at- 
tracts an  estimated  1 .2  million  view- 
ers every  week. 

Such  success  might  be  enough 
for  some  entrepreneurs.  But  not  for 
the  founders  of  C/net.  For  these 
young  owners— a  TV  protege,  in- 
vestment bankers  and  Microsoft  co- 
founder  Paul  AJlen,  to  name  a  few — the 
TV  show  is  just  the  hors  d'oeuvre.  The 
main  meal  is  C/net  Online,  a  startup  on- 
line service  gunning  to  take  out  the  stal- 
warts of  the  computer  trade  publication 
business. 

At  first  glance,  C/net  doesn't  seem  ca- 
pable of  such  a  feat.  On  line  just  a  year, 
C/net  (http://www.cnet.com)  is  eertain- 


Steppin'  Out  C/net  Central  host  Richard  Hart  left  the 
Discovery  Channel's  The  Next  Step  to  step  into  the  future 
of  interactive  media. 

line  radio  component  offers  audio,  and 
site  visitors  can  view  C/net  Central's  stu- 
dio via  a  camera.  The  site  gets  9  million 
"hits"  per  day. 

The  technology  is  nifty,  but  what's 
really  unique  about  C/net  is  its  goal:  to 
make  C/net  Online  the  new  publishing 
paradigm,  driven  by  technology  adver- 
tising. And  therein  lies  the  rub.  It  stands 


to  siphon  off  ad  dollars  from  major  com 
puter  trades,  such  as  PC  Magazine  an<i 
InfoWorld.  The  TV/on-line  startup  is  ou| 
to  get  every  penny.  "Personal  compute 
magazines  are  the  mainframes  of  thj 
'90s,"  says  founder  and  CEO  Halsey  Mij 
nor,  a  3  1 -year-old  former  investmen 
banker.  "We  are  going  to  gut  them.' 

That  may  be  unrealistic,  or  al 
least  premature.  On-line  advertis 
ing  is  in  its  infancy,  and  on-line  ser 
vices  struggle  to  win  advertisers 
Only  10%  of  200  high-tech  mar 
keting  executives  polled  by  trad« 
publisher  International  Data  GrouJ 
(IDG),  for  example,  believe  th 
medium  will  be  a  significant  sourc« 
of  commerce  in  1996.  "There  is  i 
lot  of  enthusiasm  about  Internet  ad] 
vertising,"  says  Mitchell  York,  man 
aging  director  of  CMP  Interactive] 
"and  a  lot  of  confusion." 

Nevertheless,  C/net  is  doing 
well  selling  the  medium.  About  40 
advertisers,  including  Hewlett 
Packard,  Apple,  Intel,  Interne 
Shopping  Network  and  IBM,  paj 
$1 5,000  a  month  to  run  banner  ads 
which  users  can  "click"  to  get  prodj 
uct  information.  For  that  price,  adj 
vertisers  get  200,000  such  banners  on 
C/net  and  500,000  on  Shareware.  C/nd 
Online's   monthly  sales   run  abouj 
$525,000 

That's  hardly  enough  to  support  thd 
company's  100  on-line  employees  anc 
services  (TV  advertising  revenues,  aboul 
$4  million  this  year,  cover  the  cost  ol 
producing  C/net  Central).  But  C/ne) 
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The  Young  and  the  Gutsy  C/net  top  brass  (left  to  right)  Kevin  Wendle,  president;  Shelby  Bonnie,  CFO  and  COO;  and  Halsey  Minor,  CEO; 
are  out  to  gut  computer  trade  publications  with  an  Internet-dedicated  strategy. 


pnline,  living  off  $15  million  in  equity 
pvestments,  is  betting  it  can  build  a  busi- 
ness delivering  real-time  news  and  ads 
jpver  the  Internet.  The  on-line  startup  is 
Medicated  to  the  medium,  something  the 
(established  print  media  aren't  foolish 
mough  to  do.  But  C/net  has  nothing  to 
tose,  and  everything  to  gain,  by  gambling 
pn  the  Internet.  It  just  might  work.  "If 
jjve  do  our  best  by  the  medium,"  says 
ihelby  Bonnie,  C/net's  COO  and  CFO, 
'we  will  make  money  in  it." 

C/net  is  like  most  Internet  startups — 
brash,  bold  and  losing  money.  Housed  in 
he  old  Telegraph  Hill  Athletic  Club,  a 
nnce-tony  San  Francisco  fitness  center, 


C/net  is  spending  big  on  its  future.  Its 
headquarters  is  stuffed  with  TV  gadgetry 
and  has  a  sort  of  electric  "we're-onto- 
something-big"  feel.  It  has  a  4,500- 
square-foot  product  testing  lab,  similar 
to  those  of  the  big  trade  publications, 
where  the  company  determines  which 
products  to  pick  or  to  pan  in  its  on-line 
product  reviews.  The  review  effort  helps 
guard  against  advertisers  influencing  ed- 
itorial content. 

The  prize  C/net  is  after — computer 
trade  advertising — is  worth  fighting  for. 
The  domestic  market  amounted  to  $1.42 
billion  last  year,  according  to  Peter  Breen, 
editor  of  Computer  Publishing  &  Advertis- 


ing Report.  Of  that  total,  Ziff-Davis  Pub- 
lishing, publisher  of  PC  Magazine  and 
Computer  Shopper,  led  the  pack  with 
38.5%  of  the  ad  market.  Ziff-Davis  also 
claimed  4.7  million  readers  domestically. 
IDG,  producer  of  InfoWorld  and  Mac- 
world, ran  second,  with  24.3%  of  the  do- 
mestic ad  market.  It  claimed  3.6  million- 
plus  readers.  Third  largest  was  CMP 
Publications,  with  19.6%  of  the  revenues 
and  2.2  million  readers.  CMP's  big  titles 
are  Information  Week,  Windows  Magazine 
and  Computer  Reseller  News. 

The  three  companies  are  bitter  rivals, 
and  the  battle  has  spilled  over  onto  the 
Internet.  Each  has  an  on-line  presence. 
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CMP's  TechWeb,  launched  by  CMP  In- 
teractive, went  on  line  in  1994.  Ziff-Davis, 
which  at  first  put  material  on  Com- 
puServe in  1988,  put  its  ZD  Net  on  line 
in  November  of  1994.  IDG's  Internet 
strategy  is  less  defined  and  largely  con- 
sists of  dumping  its  publications  on  line. 
It  has  100  or  so  Web  sites. 

Unlike  the  print  medium,  monitored 
by  organizations  such  as  Adscope  and 
the  Audit  Bureau  of  Circulation,  no  au- 
diting entity  measures  In- 
ternet ads  and  revenues. 
This  adds  a  scrappiness  to 
the  scramble  for  advertis- 
ers,  and  accusations 
abound  that  competitors 
cut  sweetheart  deals  to 
beef  up  income  figures. 
C/net  claims  Ziff-Davis  is 
particularly  guilty  of  this. 
Ziff-Davis  hotly  denies  it. 
The  publisher  did,  in  fact, 
offer  "charter"  rates  of 
$10,000  a  month  when  it 
launched  ZD  Net.  But 
Ziff-Davis's  rates  are  up  to  $16,475  a 
month  now,  which  are  comparable  to 
C/net's. 

Whatever  the  fee,  major  trades  aren't 
banking  their  future  on  Internet  ads.  It's 
a  good  thing.  IDG,  a  billion-dollar  enter- 
prise, grew  by  25%  on  average  in  each  of 
the  last  two  years.  Yet  just  35  or  so  of  its 
print  advertisers  have  bought  space  on  its 
Web  sites.  CMP,  a  $381  million  business, 
reaped  only  $1 16,280  from  TechWeb  in 
January,  according  to  Electronic  Market- 
place Report,  a  trade  newsletter.  And  Ziff- 
Davis's  ZD  Net,  strongest  of  the  p« 
trade  on-line  services,  earned  an 
estimated  $577,000  in  January 
in  Web  ad  revenues.  It  generat- 
ed just  $1 .2  mil- 
lion last  year.  By 
contrast,  a 
search  engine 
company,  In- 
foSeek,  raked  in 
$1.15  million 
from  77  spon- 
sors in  January 
alone.  "We  are 
not  making 
money  on  Web 
advertising," 
admits  David 
Shnaider,  exec- 
utive  vice- 
president  of 
Ziff-Davis  In- 
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The  Ziff  Dynasty 

William  Ziff  Sr.  started 
the  company  in  1927, 
but  son  William  Jr. 
(above)  turned  Ziff  into 
a  publishing  giant. 

teractive  Media  and  Development.  "We 
are  making  money  [as  a  publishing  com- 


pany] overall." 

Computer  Publishing  &  Advertising  Re- 
port's Breen  says  1996  "could  be  the  year" 
electronic  media 
break  print's 
stranglehold  on 
the  computer  ad- 
vertising market. 
But  he's  not  sure. 
"It  may  take  one 
or  two  more 
years,"  Breen 
says.  "Or  longer." 
It's  unlikely 
that  C/net's  team  wants  to 
wait.  Halsey  Minor,  C/net's 
gangly,  hyperactive  CEO,  start- 
ed his  career  in  the  fast  lane.  A 
Merrill  Lynch  analyst  at  2 1 ,  he 
also  built  Merrill's  first  In- 
tranets. He  worked  for  the 
East/West  Network,  once  the 
CMP's  First  Couple       biggest  publisher  of  in-flight 
Gerard  and  Lib  Leeds      magazines,  and  then  as  execu- 
started  cup  from  their     tive  assistant  to  the  interna- 
living  room  in  1971.       tional  recruiter  Russell 
Reynolds.  In  be- 
tween, he  wrote 
C/net's  business 
plan.  Reynolds 
retired  in  1993, 
and  Minor  left  his 
employment  with 
C/net's  first 
financing  — 
$2  5,000  from 
Reynolds. 

Minor's  team  is  as  driven 
as  he  is.  COO  and  CFO  Bon- 
nie, 3 1 ,  worked  at 
Tiger  Management 
and  Morgan  Stan- 
ley. Kevin  Wen- 
die,  president  of 
C/net  Television 
and  executive  producer  of  C/net 
Online,  was,  at  18,  producing  the 
Midday  News  for  WPIX-TV,  Channel  1 1 
(owned  by  Tribune)  in  New  York  City. 
At  27,  Wendle  was  one  of  seven  founders 
of  Fox  Broadcasting  and  the  originator  of 
the  hit  TV  series  Beverly  Hills  90210.  And 
C/net  Central  cohost  Richard  Hart  is  best 
known  as  former  frontman  for  the  Dis- 
covery Channel's  The  Next  Step,  which  he 
left  in  January  1995. 

As  with  most  startups  in  the  tech- 
nology industry,  C/net's  executives 
aren't  well  paid.  But  they  are  equity  rich. 
Wendle  and  Bonnie  are  both  substan- 
tial shareholders;  Bonnie  invested  more 
than  $1.5  million  in  C/net.  Management 
and  employees  own  more  than  50%  of 
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the  company.  The  next  biggest  share- 
holder: Microsoft  cofounder  Paul  Allen 
with  22%.  He  invested  more  than  $8 
million  for  the  privilege. 

Allen  came  to  the  deal  in  October 
1994,  after  the  founders  went  to  Los  An 
geles  in  August  of  that  year  to  pitch  C/net 
to  Vulcan  Ventures,  Allen's  investment 
entity.  "We  saw  the  C/net  pilot,"  Vulcan) 
president  Bill  Savoy  recalls,  "and  saw  they 
understood  how  to  take  a  nerdy  subject 
like  computer  science  and  make  it  enter 
taining."  The  Vulcan  group  professed  in 
terest.  Months  of  meetings  ensued,  with 
the  reclusive  Allen  sitting  in  during  the 
final  stages.  "Paul  told  us  that  C/net  rej 
minded  him  of  the  early  days  of  Mh 
crosoft,"  Wendle  says.  "Another  scrapp 
startup." 

Allen's  investment  helped  step  up  ne- 
gotiations with  USA  Networks — the  par- 
ent company  of  USA  Network  and  Sci-Fj 
Channel — which  was  considering  airing 
C/net  Central.  The  cable  network  agreed 
to  run  the  show  in  early  1995,  at  a  price. 
C/net  gave  up  warrants  worth  5%  of  the 
company  to  get  the  airtime.  The  showj 
premiered  April  1,  1995.  About  three 
months  later,  C/net  Online  debuted 

Minor  predicts  that  "by  the  year  2000 
either  PC  Week  or  InfoWorld  will  be 
gone."  That  will  be  true  of  some  of  theil 
editors,  at  least.  Mi- 
nor has  plucked  top 
talent  from  the  com] 
puter  trade  field  in  or- 
der to  make  C/net'! 
content  as  good  aj 
that  in  print  periodi- 
cals, but  faster  ana 
sexier.  About  40  writ 
ers  and  editors  are  on 
staff,  including  for' 
mer  InfoWorld  execu- 
tive  news  editor  Jai  Singh,  Byte  magazine 
editor-in-chief  Rafe  Needleman  and  PC 
World  executive  editor  Chris  Barr.  P<\ 
Magazine  columnist  John  Dvorak  alsc 
contributes. 

This  poaching,  in  addition  to  C/net' 
insistence  that  it  can  gut  the  compute 
trades,  has  inspired  a  certain  dislike  fo 
the  company  among  the  trades'  top  brass 
"The  sense  that  they  will  eat  us  for  luncU 
is  craziness,"  says  a  CMP  executive.  Addl 
Stewart  Alsop,  executive  vice-presiden 
of  InfoWorld  Publishing  (an  IDG  comj 
pany)  and  former  editor-in-chief  of  Im 
foWorld,  "Professionally,  I'm  not  happ; 
about  C/net.  Their  whole  attitude  to 
ward  us  might  politely  be  referred  to  ai 
obnoxious."  Alsop  doesn't  believe  thai 
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Info  Baron  Patrick  McGovern 
oversees  a  $1.4  billion  publishing 
empire  (IDG)  started  in  1967. 
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te  NCR  Scalable  Data  Warehouse. 


Half  the  world  relies  on  our  data  warehouses. 


If  you're  serious  about  using  data  warehousing  to  gain  a 
competitive  edge,  choose  NCR.  The  company  that  IDC  says  is 
number  one  worldwide  in  data  warehousing.1 
 «ta1       ^e  ^ave  tne  tecnnol°gy  and  expertise 

IN  DATA] 

to  help  you  transform  mountains  of  data  into 
•  iTEEisI  nuggets  of  vital  customer  information  to  help 
you  make  smarter,  quicker  decisions.  With  industry- 
leading  databases  like  Teradata,'  Oracle,'  Informix*  and  Sybase.' 

Know-how  that,  in  the  US.,  the  three  biggest  retailers,  three  of 
the  top  five  airlines,  and  two  out  of  three  top  banks  are  already 
utilizing.  Know-how  that  has  made  us  the  world  leader  in  data 
warehousing  with  a  50%  share,  and  number  one  worldwide  in 
UNIX  medium-scale  systems  for  two  years  running: 
It's  clear:  the  best  system  to  build  your  data 
warehouse  on  is  one  of  our  new,  highly  scalable 
WorldMark™  servers.  The  only  platform  that  scales 


from  SME  to  clusters,  to  MPP  allowing  businesses  to  start  their 
data  warehouse  small  and  grow  it  to  any  size. 

The  worlds  most  experienced  data  warehouse  professionals 
can  help  you  set  up  and  maintain  the  most  scalable  data 
warehouse  on  the  planet.  To  get  more  information  about 
NCR's  scalable  data  warehouse, 
call  1  800-CALL-NCR  ext.  3000.  Or 
experience  our  data  warehousing 
capabilities  firsthand  at: 
http ://  www  ncr.  com 


>entium 


rldMark  servers  shown  lealure  Intel  Penlium  Processors  The  Intel  Inside  and  Pentium  Processor  logos  are  registered  trademarks  of  Intel  Corp  International  Data  Corporation  Workstations  and  High-Performance  Systems. 
1995  'International  Data  Corporation  'The  Unix  Systems  Market  1 994- 1 999.  "  September.  1995  ©1996  NCR  Corporation  All  rights  reserved  Teradata  is  a  registered  trademark  and  WorldMark  is  a  trademark  ol  NCR  Corp 


C/NET  VERSUS  THE  BIG  GUYS 

Who's  Who  in  Top  Trade  Publishing 

Company 

CMP  Publications 
Manhasset,  N.Y. 

International  Data  Group 
Boston,  Mass. 

Ziff-Davis  Publishing 
New  York,  N.Y. 

1995  Worldwide  Revenues 

$381  million 

$1.4  billion 

$950  million' 

Founder(s) 

Gerard  and  Lilo  Leeds,  a  hus- 
band-and-wife  team  who  immi- 
grated from  Nazi  Europe, 
founded  CMP  when  they  began 
publishing  Electronic  Buyers' 
News  out  of  their  living  room 
in  1971. 

Patrick  McGovern  founded  IDC,  a 
market  research  firm,  in  1964  as  a 
precursor  to  IDG,  which  began 
when  he  launched  Computerworld 
in  1967. 

William  Ziff  Sr.  and  Bernard 
Davis  founded  Ziff-Davis  Pub- 
lishing with  Popular  Aviation  in 
1927.  Computer  publications 
started  in  1982.  Now  owned  by 
Softbank,  which  paid  $2.1  billion 
in  February. 

Number  of  Publications 

14 

275 

22 

Top  Two  Publications' 
1995  Advertising  Revenues" 

Computer  Reseller  News 
$114.5  million 
Information  Week 
$85.6  million 

InfoWorld 
$140  million 
Computerworld 
$131.7  million 

PC  Magazine 
$306.1  million 
PC  Week 
$188.2  million 

Web  Site 
Address 

On-line  Ad  Revenues/ 
Month  (Jan.  '96)3 

Tech  Web 

http://techweb.cmp.com 
$116,280 

IDG 

http://www.idg.com 

N/A4 

ZD  Net 

http://www.zdnet.com 
$576,625 

^  Estimated  ^  C  Systems,  a  market  research  firm  in  Winnsboro,  Tex.  '  Electronic  Marketplace  Report,  a  newsletter  by  Simba  Information  in  Wilton,  Conn. 
*  IDG  has  no  single  on-line  service  for  which  it  is  directly  selling  advertising.  Some  advertisers  may  appear  in  Web  sites  for  their  various  publications. 

Trades  still  attract  most  of  the  advertising  dollars.  But  C/net 
is  making  gains.  "C/net  has  done  a  great  job  of  reaching  who 
we  want/'  says  one  advertiser.  "We  know  that  from  our  sales." 


his  audience,  largely  executives  and  tech- 
nical managers,  will  replace  a  publica- 
tion with  a  technology  TV  show  and  on- 
line service.  "Our  readers  don't  watch 
videos,"  he  quips. 

Unfortunately  for  the  trades,  that  fact 
hasn't  escaped  some  advertisers.  C/net's 
TV/on-line  strategy  is  a  proven  way  to 
reach  a  young  mass  audience.  Witness  the 
success  of  ESPNET  on  Prodigy,  ESPNET 
SportsZone  on  the  Web,  and  CNN  On- 
line. Minor  says  that  traffic  on  C/net  On- 
line nearly  doubles  in  the  half  hour  im- 
mediately following  each  of  the  eight 
weekly  airings  of  C/net  Central.  "The  TV 
show  has  been  a  great  promotional  vehi- 
cle," says  Minor. 

This  approach,  say  some  advertisers, 
convinced  them  to  buy  C/net  ad  space. 
"We're  trying  to  target  more  than  just 
technical  people  and  reach  a  broader  au- 
dience than  just  that  of  PC  magazines," 
says  Michael  Chlon,  lead  ad  manager  for 
HP's  North  American  Hardcopy  Retail 
Marketing  Center.  Adds  John-Scott 
Dixon,  manager  of  electronic  media  for 
Insight  Direct,  a  Tempe,  Ariz. -based 
computer  reseller,  "C/net  has  done  a  great 


job  of  reaching  who  we  want.  We  know 
that  from  our  sales." 

Insight  sold  about  $1.5  million  of  com- 
puter hardware  and  software  over  the  In- 
ternet in  the  first  quarter.  Most  sales  were 
generated  through  C/net.  So  Dixon 
dropped  ads  on  some  other  Web  sites,  in- 
cluding Ziff-Davis's  ZD  Net.  "C/net  un- 
derstands the  medium  better  than  other 
services  [do],"  says  Dixon.  "Its  content 
isn't  just  print  recycled." 

Other  advertisers  are  following  suit. 
Microsoft,  an  original  sponsor,  bought  a 
monthlong  3. 2 -million  banner  package 
from  C/net  in  March,  a  decision  worth 
about  $75,000  to  C/net.  "We  know  that 
C/net  is  very  popular  and  has  very  good 
content  about  software.  We  know  our 
customers  will  go  there,"  says  Microsoft's 
Jay  Goldstein,  a  product  manager  for  on- 
line advertising. 

Two  new  developments,  if  deployed 
successfully,  could  increase  advertiser  in- 
terest in  C/net  even  more.  One  is  DREAM, 
short  for  "Delivery  of  Real-Time  En- 
hanced Advertising  Messages."  This  soft- 
ware allows  advertisers  to  deliver  mes- 
sages to  customers  based  on  demographic 


information,  such  as  age,  gender,  systems 
platform  (Mac,  PC,  Unix),  browser  type 
and  on-line  service  affiliation  (America 
Online,  CompuServe,  Netcom). 

A  second  innovation,  Product  Find- 
er, offers  C/net's  "tour"  of  Web  sites  thai 
contain  information  about  compute! 
products  and  developments.  It  is,  to  date, 
the  fastest  way  for  users  to  get  product 
updates  and  data  on  new  technologies. 
And,  like  the  rest  of  C/net's  content,  il 
is  zippy  and  fun.  Billed  as  "live,"  Prod- 
uct Finder  features  a  five-star  rating  sys- 
tem for  the  sites. 

Minor  would  like  to  use  such  firsts  tq 
build  "the  biggest  media  company  serv^ 
ing  computers  in  the  world."  That  tm 
mains  a  tall  order.  For  now,  C/net  has  td 
content  itself  with  challenging  the  way 
technology  advertisers  think  about  the 
medium,  and  the  message.  Says  C/net  Cen- 
tral cohost  Richard  Hart,  "A  lot  of  com- 
panies still  don't  get  it.  There  are  TV  sta^ 
tions  that  happen  to  have  Web  sites,  or 
magazines  that  happen  to  have  put  their 
text  up  on  the  Internet.  But  we're  prov- 
ing that  'happens  to  have'  is  no  longer 
good  enough." 
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More  information  doesn't  equal  better  intelligence. 
Knowledge  is  not  power.  It's  a  fact:  you  can't  rely 
on  facts  alone  to  meet  your  marketing  objectives. 
They  just  aren't  reliable  as  projectable  information. 
At  Polk,  we  believe  it  takes  multi-dimensional 
intelligence  to  gain  real  insight  into  consumers' 
perceptions  and  habits. 

Multi-dimensional  intelligence  is  the  sum  of  our 
superior  data,  technical  proficiency  and  diagnostic 
savvy.  It  is  present  in  every  Polk  direct  marketing, 
database  management  and  market  analysis  product. 
Multi-dimensional  intelligence  enables  you  to 
build  your  market  strategy  on  the  most  sophisticated 
and  comprehensive  consumer  information  available. 

For  a  fully  dimensional  portrait  of  your  customers 
and  prospects,  come  to  the  company  that  has  spent 
the  last  125  years  perfecting  its  data  and  diagnostic 
capabilities.  Because  in  the  end,  it's  not  the  information, 
it's  the  intelligence  behind  it.  Call  800  635-5522. 


Multi-Dimensional  Intelligence" 


Tl      DSP  SOLUTIONS 

We're  putting  time 

on  the  side  of  our 
customers. 

And  thei 


In  the  fax/modem  market,  18  months  could 
product's  lifetime.  And  an  18-second  transmis 
seems  like  an  eternity  when  you're  trying  tcj 
information  in  the  field.  So,  modem  manufactl 
are  turning  to  Digital  Signal  Processing  Sold 
from  Texas  Instruments  to  keep  up  with  custc 

b demands  for  increased  performance, 
providing  cost-effective  designs  that  maxii 
profitability,  time  after  time. 
In  just  a  few  years,  fax/modem  performance 
experienced  a  tenfold  increase  with  every  generc 


"The  fee)/  to  tfa  fax/modem 
market  is  to  be  flexible  and 
to  respond  quickly  to  the 
demands  of  the  customer" 

Ross  Manire, 

Senior  Vice  President  and  General  Manager 
Corporate/Systems  Division,  U.S.  Robotics,  Inc. 


ining  functionality.  And  behind  many  of  these 
ations,  you'll  find  TI  DSP  Solutions.  In  fact,  by  corn- 
expertise  and  jointly  pursuing  new  technology,  TI 
d  U.S.  Robotics  produce  the  first  PCMCIA  V34 
m.  This  breakthrough  delivered  a  2X  increase  in 
ance  with  the  software  flexibility  to  incorporate 
features  and  standards.  Now,  U.S.  Robotics  can 
ige  their  investment  across  their  entire  product  line, 
id  as  the  multimedia  market  evolves,  the  trend  will 
nue  to  add  real-time  capabilities  like  simultaneous 
/data  transmission,  voice  mail,  CD  sound  and 


full-motion  video.  And,  of  course,  TI  will  be  there  every 
step  of  the  way. 

From  wireless  communications  to  multimedia,  TI 
DSP  Solutions  are  changing  the  way  we  live,  learn  and 
work.  Timeless,  isn't  it. 

Visit  us  on  the  Internet  at  http://www.ti.com 
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The  wired  worlds  of  the  Internet  and  the  World  Wide  Web 
provide  a  new  back  door  for  competitors  to  plunge  into  your 
computer  network  and  electronically  snoop  around  your  data. 
You  may  even  be  tempted  to  return  the  favor.  By  Jeffrey  Young 


Forget  everything  you  think  you  know  about  high-tech 
crime:  teenage  hackers,  foreign  spies,  gangs  hijacking  com- 
Donents,  forgers  making  phony  $100  bills  on  the  copy  ma- 
chine. The  biggest  danger  to  any  company's  intellectual 
crown  jewels — trade  secrets,  R&D  plans,  pricing  lists,  cus- 
tomer info — comes  from  other  U.S.  companies. 

"Competitors  are  the  single  greatest  threat  in  computer 
:rime,"  says  Richard  Power  of  the  Computer  Security  In- 
stitute (CSl)  in  San  Francisco.  In  a  recent  computer-crime 
mrvey  conducted  by  CSI  and  the  FBI,  more  than  50%  of  the 
153  respondents  identified  electronic  snooping  by  com- 
aetitors  as  a  major  concern.  Thirty-six  percent  had  experi- 
;nced  an  electronic  break-in  during  the  past  year. 

The  situation  is  expected  to  get  much  worse.  In  1990, 
lless  than  15%  of  personal  computers  were  networked,  ac- 
[pording  to  International  Data  Corp.  Today,  more  than  50% 
Ipre.  Meanwhile,  the  number  of  PCs  soared  from  10  million 
ifo  more  than  100  million.  As  companies  rush  to  establish  a 
jwVorld  Wide  Web  site,  they  put  untrained  and  unsophist- 
icated computer  users  in  charge  of  Web  servers  and  system 
idministration.  They  also  inadvertently  provide  a  handy 
;lectronic  back  door  through  which  competitors  can  peek 
it  a  company's  most  intimate  secrets.  Result:  The  Ameri- 
:an  Society  for  Industrial  Security  reports  that  electronic 
iecurity  breaches  rose  from  fewer  than  1  every  three  months 
jefore  1980  to  more  than  30  per  month  in  1995. 

The  problem,  say  security  experts,  is  that  the  efferves- 
:ent  nature  of  electronic  data  may  soften,  or  even  erase, 
ruilty  feelings.  "People  do  things  in  the  computer  environ- 
nent  that  they  would  never  do  outside,"  says  John  Williams, 
i  criminal  attorney  in  San  Jose,  Calif.  "An  attorney  in  a 
rourtroom  would  never  look  in  the  briefcase  of  another  who 
itepped  out  of  the  room.  And  yet  I  have  a  case  in  which  one 
attorney  looked  at  the  computer  files  of  another.  There  is 
something  [alluring]  about  the  anonymity." 


Most  people  wouldn't  dream  of  breaking  into  an  office 
in  the  dead  of  night  and  rummaging  through  a  file  cabinet. 
But  what  about  shuffling  through  another  person's  e-mail 
from  the  cozy  warmth  of  your  home  office?  Most  people 
wouldn't  steal  a  car,  whether  locked  or  not.  But  what  about 
copying  a  customer  database  file  or  the  internal  pricing 
spreadsheet  of  a  competitor?  Nothing  tangible  has  really 
been  taken,  has  it? 

It  sure  has.  Computer  crime  accounts  for  estimated  loss- 
es of  more  than  $10  billion  per  year,  according  to  Manage- 
ment Analytics,  a  Hudson,  Ohio,  consulting  company  that 
specializes  in  information  assurance  and  security. 

Vital  corporate  data  is  stored  on  servers  with  wildly  vary- 
ing degrees  of  security,  and  employees  frequently  discuss 
confidential  projects  on  companywide  e-mail  systems,  say 
officials  at  the  Computer  Emergency  Response  Team  at  the 
Software  Engineering  Institute  in  Pittsburgh.  Meanwhile, 
competitors  as  well  as  disgruntled  workers  troll  through  this 
data,  using  sophisticated  search  engines  and  powerful  tools 
to  gather  everything  they  can  get  their  hands  on. 

Experienced  law  enforcement  officers  say  technopiracy 
is  almost  undetectable  and  anyone  can  easily  get  the  neces- 
sary tools  from  electronic  bulletin  boards.  Even  if  you  aren't 
quite  ready  yet  to  edge  over  the  line,  how  can  you  stop  a 
competitor  who  doesn't  have  the  same  sense  of  morality? 

 CIRCUIT  BREAKERS  

Cadence  Design  Systems,  a  $500  million  San  Jose-based 
company,  competes  in  the  cutthroat  business  of  electronic 
design  automation.  This  is  the  world  of  integrated  circuit 
design,  where  software  tools  help  engineers  create,  craft 
and  debug  mind-achingly  complex  blueprints  for  electron- 
ic devices  that  take  years  to  perfect. 

In  September  1994,  Cadence  grew  suspicious  of  engi- 
neer Mitsuru  "Mitch"  Igusa  when  he  left  the  company  and 
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refused  to  sign  a  confidentiality  agreement.  Checking  com- 
puter logs,  the  company's  internal  networking  staff  discov- 
ered several  very  large  computer  file  transfers  to  Igusa's  home 
machine,  recorded  days  hefore  his  departure.  Believing  they 
were  e-mail  messages  with  file  attachments,  the  company 
contacted  the  Santa  Clara  County  district  attorney. 

Three  months  later,  the  police  raided  Igusa's  home  in 
San  Jose.  They  allegedly  found 
Cadence  source  code  running  in 
his  Unix  workstation.  Some  of  its 
copyrights,  logos  and  identifying 
information  were  removed.  In  Au- 
gust 1995,  the  Santa  Clara  Coun- 
ty District  Attorney's  Office 
charged  Igusa  with  six  felony 
counts  for  the  misappropriation  of 
trade  secrets  and  related  crimes. 

A  month  before  his  arrest,  Igusa 
set  up  a  consulting  company — K2 
Design  Services — across  the  street 
from  Sunnyvale,  Calif.-based 
Avant!,  Cadence's  $38  million 
archrival.  Shortly  thereafter,  a  Ca- 
dence engineer  went  to  a  customer 
site  to  resolve  software  discrepan- 
cies between  a  Cadence  product 
and  a  competing  application  from 
Avant!.  He  noticed  a  bug  in 
Avant! 's  software — a  bug  he  had 
originally  created  in  the  Cadence  program. 

Cadence  accused  Avant!  of  stealing  source  code  for  its 
"place  and  route"  software.  The  software  helps  design  en- 
gineers lay  out  the  electrical  connections  inside  an  inte- 
grated chip.  Cadence  licenses  the  software  for  between 
$50,000  and  $200,000,  depending  on  the  configuration. 
"They  copied  our  code  down  to  the  grammatical  errors  in 


the  documentation,"  charges  Cadence's  CEO  and  president 
Joseph  B.  Costello.  "Their  business  was  built  on  intellec- 
tual property  stolen  from  us.  Someone  has  to  be  responsi- 
ble for  the  behavior  of  a  rogue  company." 

On  December  5,  1995,  the  Santa  Clara  County  Distric 
Attorney's  Office,  with  the  assistance  of  law  enforcemen 
officers,  served  a  search  warrant  on  Avant!,  walking  off  wit! 

numerous  tapes  and  hundreds  o 
computer  files.  A  day  later,  Caj 
dence  sued  Avant!  in  federal  court: 
charging  copyright  infringement 
unfair  competition,  misappropria- 
tion of  trade  secrets,  conspiracy  anc 
more.  Avant! 's  stock,  which  had  it; 
initial  public  offering  less  than  2 
year  earlier,  dropped  from  50  to  12 
Avant!  shot  back  a  lawsuit  of  its 
own,  charging  Cadence  had  de- 
stroyed its  business  and  reputation. 
"We  were  beating  them  in  the  mar- 
ketplace with  a  better  product,  and 
this  was  the  only  way  they  could 
compete,"  says  Gerald  C.  Hsu. 
Avant! 's  president. 

Hsu  says  similarities  are  in- 
evitable in  esoteric  software  pro- 
grams. Both  applications,  in  fact, 
depend  on  the  same  underlying 
published  algorithms.  Even  dissim- 
ilar programs  can  have  bits  of  code — strings — in  common. 
"Can  I  absolutely  tell  you  that  none  of  our  115  R&D  engi- 
neers did  this?"  Hsu  asks.  "No.  But  this  isn't  a  case  about) 
industrial  espionage;  it's  about  marketplace  competition.'* 
Another  case  pitted  two  well-known  multinationals 
against  each  other.  The  smaller,  $5  billion  corporation 
thought  it  was  years  ahead  on  a  particular  product  line- 


Criminal  probe,  civil  suit  hit  high-flying  ic-cad  vendor 

Police  raid  stuns  Avant! 


By  Richard  Goering 
Sunnyvale,  Calif.  —  Id  a  legal 
double-whammy,  Avant!  Corp. — 
the  recent  merger  of  ArcSys  and 
Integrated  Silicon  Systems 
(ISS) — was  hit  last  week  with  a 
criminal  investigation  by  Santa 
Clara  County  and  a  civil 
suit  by  Cadence  Design 
Systems  (San  Jose,  Calif.) 
over  alleged  theft  of  source 
code.  The  dramatic  devel- 
opments could  pose  a  for- 
midable challenge  to  the 
high-profile  IC-CAD  ven- 
dor, which  has  been  erod- 
ing Cadence's  market  lead. 

Avant!  headquarters 
was  raided  Tuesday  by  the 
Santa  Clara  County  Dis- 
trict Attorney's  high-tech 
crime  unit.  Twenty-five  officers 
from  the  FBI  and  local  police 
agencies  seized  unspecified  evi- 
dence for  a  continuing  criminal 
investigation.  But  no  charges 
were  filed,  and  little  public  infor- 
mation was  released. 

The  following  day.  Cadence 
issued  a  civil  suit  against  Avant! 
and  four  individuals,  including 


vertising.  A  restraining  order 
was  issued  later  the  same  day  to 
prevent  tampering  of  evidence. 

"We  believe  we  have  incon- 
trovertible evidence  that  Avant! 
is  a  company  built  and  sustained 
with  intellectual  property  stolen 
from  Cadence,"  declared  Joe 


Cadence'*  Costello  (left)  claims  Hsu's 
(right)  firm  stole  Intellectual  property. 


Costello,  Cadence  president  and 
CEO.  Costello  claimed  that 
Avant!  has  engaged  in  a  "con- 
certed campaign"  to  induce  Ca- 
dence employees  to  leave  the 
company  and  steal  key  place- 
ment-and-routing  routines. 
Avant!  vigorously  denied  all 
charges.  'Through  this  civ- 
il lawsuit.  Cadence  has  ad- 
mitted that  it  can't  compete 
in  the  marketplace."  said 
Gerald  Hsu.  Avant!  presi- 
dent and  CEO,  in  a  pre- 
pared statement  "The  law- 
suit is  without  merit. 
Allegations  that  Avant!  is 
built  on  Cadence  technolo- 
gy are  laughable.  No  one 
wants  Cadence  technology." 
Continued  on  page  8 


Intel  Engineer  Admits 
To  Stealing  Chip  Designs 


Uland  Altachuler.  chief  of  the 
VS.  Attorney's  office  to  San  Jose 
The  consequences  of  this  crtml- 


Man  Charged 
With  Entering 
Computer  Files 

U.S.  Uses  On-Line  Wiretap 
Of  Harvard's  System 
To  Monitor  Argentine 


By  ROSS  KfDBEK 

Federal  authorities  filed  Iraud  charges 
against  a  22-year -old  Argentine  university 
student  who  allegedly  broke  into  secret 


Cadence  Design  Accuses 
A  Rival  of  Stealing  Secrets 

Avanti  Calls  Suit  Baseless,  but  Stock  Falls 


S  M.  FISHER 

0.  Dec  6  —  Ca- 
ms Inc.  said  lo- 
i  the  Avanti  Cor- 
it  of  the  theft  of 
lyright  In  fringe- 
icy.  The  compa- 
r  tor  the 
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Cadence's  suit  seeks  unspecified 
damages  and  a  court  order  blocking 
the  sale  of  Avantl's  programs. 

Late  yesterday,  (he  court  issued  a 
restraining  order  blocking  Avanti 
Irorn  modifying  or  destroying  any 
software  code  related  to  the  case. 

Joseph  B  Costello,  the  president 
and  chief  executive  of  Cadence,  said 
the  company  had  become  suspicious 
that  code  was  stolen  when  an  engi- 
neer reported  having  seen  one  of 
Avantl's  products  operating  et  a  cus- 


As  pari  of  it 
District  Court  ii 
Included  an  affidavit 
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from  Cadence  and 
had  found  l 
gerp hnls"  In- 
had  taken  plat 
results  of  this  comp 
that  portions  of  the 
have  originated  fro 


Cadence  Goes  for  the  Jugular  in 
Theft  Suit  Against  Avant! 


Also,  annual  reports 
and  another  update 
on  the  stock  contest 

n'l  let  Avant!  slip  off  your  radar 

Last  December  its  Sunnyvale  head 
quarters  were  raided  by  the  FBI.  the  San- 
ta Clara  County  District  Attorney  s  office 
and  local  police  They  were  looking  for 
evidence  connected  to  charees  that 


Chairman.  CEO  and  founder  Gerald 
Hsu. 

The  raid  caused  Avant's  stock  to  fail 
from  around  45  to  14  in  a  matter  of  days. 
The  company  has  subsequently  tried  to 
put  a  positive  spin  on  the  situation,  and  at 
one  point  said  it  had  received  $1  million 
In  new  orders  And  its  stock  now  trades 
at  22%. 

But  alt  is  not  calm  on  the  Avant' front- 
on April  19  Cadence  will  file  a  motion  10 
seek  a  permanent  injunction  against 
Avant!  Unless  there  are  delays,  a  hearing 


HERB 

GREENBERG 

Business  Insider 


And  this  tidbit,  from  the  conveniently 
overlooked  department  When  Avant! 
went  public,  the  only  employment  back- 
ground given  In  the  prospectus  for  Hsu 
started  In  1988  when  he  went  to  work  for 


Telecommandos  The  rush  to  get  wired  has  provided  scores  of  fresh  opportunities  for  competitive  snooping.  Numerous  computer 
break-ins  are  reported  every  week.  And  what  you  read  in  the  papers  may  be  only  the  tip  of  a  rapidly  growing  menace. 
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Celluloid  Zeroes  MGM/UA's  promotional  Web  page  for  its  motion  picture  Hackers  was  hit  by  the  real  thing  just  after 
posting.  In  addition  to  the  grotesquely  funny  artwork,  the  intruders  also  tossed  in  their  salty  opinions  of  the  stylized  thriller. 


until  its  larger,  $25  billion  competitor  suddenly  introduced 
a  similar  device.  Suspecting  dirty  tricks,  the  company  con- 
vinced a  judge  to  grant  an  ex  parte  order.  Such  orders — 
which  are  granted  without  the  other  party's  knowledge — 
are  helpful  in  litigation  involving  electronic  evidence.  It 
allows  the  computer  system  to  be  reviewed  before  anyone 
can  tamper  with  the  data.  Investigators  can  show  up  at  the 
party's  door  unannounced,  with  order  in  hand,  and  access 
their  system  as  well  as  all  backup  information. 

During  the  raid,  investigators  discovered  more  than 
15,000  electronic  fdes  filched  from  the  smaller  company, 
including  marketing  plans  and  R&D  documents.  They  even 
found  e-mail  and  a  purchase  order  for  the  CD-ROM  bought 


for  the  inside  man  who  had  copied  the  files.  Within  days 
of  the  execution  of  the  order,  the  CEO  of  the  larger  com- 
pany settled  the  case,  which  included  millions  of  dollars  in 
damages  and  a  royalty  on  every  sale. 

Crime  knows  few  limits  when  greed  is  at  stake,  and  tech- 
nology is  a  weapon.  An  Intel  employee,  William  Gaede, 
wanted  to  steal  blueprints  for  the  Pentium.  But  Intel's  in- 
ternal computer  system  in  Santa  Clara,  Calif.,  wouldn't  al- 
low critical  files  to  be  downloaded  to  remote  sites — they 
can  be  viewed  remotely  by  authorized  people,  but  they  can- 
not be  moved.  That  didn't  stop  Gaede.  He  brought  the  files 
up  on  his  home  computer  and  videotaped  each  screen.  He 
then  left  the  country  with  the  tapes  and  was  arrested.  He 


TESTED  RECIPE  FOR  DISASTER 

Put  an  insecure  system  into  a  hostile  environment.  Staff  it  with 
people  who  don't  understand  security. 


Distributed  untrusted  computation.  Arbitrary  servers  at  unknown 

locations  operated  by  unknown  organi- 
zations provide  information  to  an 
array  of  browsers  at  unknown 
locations  operated  by 
unknown  organizations. 

Remote  execution  of 
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untrusted  software.  Web  extensions  such  as  Adobe  PostScript,  Java 
and  MIME  allow  internal  access  and  manipulation  of  data  from  out- 
side the  company. 

Remote  interpretation  of  unstructured  and  unverified  content. 

Most  browsers  and  servers  assume  that  incoming  informa- 
tion follows  the  HTTP  protocol.  If  incoming  information 
does  not  conform,  however,  it  can  cause  incorrectly  routed 
requests  or  facilitate  system  attacks. 
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PACIFIC  ~)f  BELL 

NETWORK 
How  will  you  use  it?' 


When  you  consider  how  much  Internet  traffic  in  the  U.S. 
originates  in  California,  you  can  understand  why  it  is  such 
a  popular  place  for  high-tech  investment.  Pacific  Bell  is  one  of 
only  four  priority  Network  Access  Points  (NAPs)  in  the  country. 
Recently,  we  increased  our  capacity  by  4000%,  giving  us  the 
ability  to  handle  over  600,000  electronic  messages  per  second. 
And  Pacific  Bell  Internet  Services  is  providing  the  support 
businesses  need  to  take  advantage  of  this  explosive  growth. 
For  more  information:  http://www.pacbell.com 


recently  pleaded  guilty  to  transportation  of  stolen  property 
and  mail  fraud. 

 mJLLQJE  job  

The  Gaede  case  highlights  an  alarming  trend: 
Competitors  may  be  your  greatest  threat,  but 
the  dirty  work  is  often  done  by  insiders.  Ac- 
cording to  the  CSI/FBI  survey,  insiders  were  in- 
volved in  46%  of  electronic  espionage  cases. 

If  an  employee  already  has  access  to  a  com- 
pany's network,  even  if  it's  only  a  small  cor- 
ner, peeking  at  proprietary  information  can 
be  awfully  tempting.  Randal  Schwartz,  a  con- 
tractor, was  caught  cracking  passwords  on  a  system  he  wasn't 
authorized  to  access.  Intel  discovered  this  activity  and  re- 
ported it  to  local  authorities,  who  prosecuted  him  under  the 


Oregon  Computer  Crime  Statute.  On  July  25,  1995,  a  jury 
found  Schwartz  guilty  on  three  felony  counts:  one  of know  i 
ingly  and  without  authorization  altering  In- 
tel's computer  system  and  two  of  knowingly 
using  a  computer  system  to  steal  passwordsj 
On  September  11,  1995,  Schwartz  was  sen^ 
tenced  to  five  years'  probation  with  special 
conditions.  Among  other  conditions,  he  has  ta 
inform  future  employers  of  these  convictions 
if  he  accepts  a  job  in  high-tech. 

How  can  you  spot  a  potential  electronic 
turncoat?  "Don't  go  searching  for  the  janitor  ag 
the  inside  man,"  says  Rayjarvis,  who  runs  Jarvis 
International  Intelligence,  a  training  academy  and  security 
consulting  operation  in  Tulsa,  Okla.  "It  is  much  more  likely 
to  be  a  disgruntled  manager  looking  ahead  to  his  next  job.' 


POROUS  AS  SWISS  CHEESE 

Think  your  Web  server  is  safe?  Your  browser?  Don't  kid  yourself. 


The  astonishing  growth  of  the  World 
Wide  Web  has  introduced  security  chal- 
lenges that  regularly  defeat  even  the  best 
corporate  defenses.  These  attacks  target 
three  main  areas:  the  servers  that  provide 
requested  information;  the  browsers  that 
retrieve  and  view  information;  and  the  net- 
work infrastructure  linking  the  two. 

BROWSER  ATTACKS 

■  Browsers  are  used  to  forge  e-mail.  An 
attacker  can  easily  send  false  or  incrimi- 
nating electronic  mail  and  make  it  seem 
like  it's  coming  from  you. 

■  Many  browsers  automatically  process 
and  present  documents,  pictures,  sound 
files  and  Word  documents  using  "helper" 
applications  like  Microsoft  Word  and 
Ghostscript.  But  watch  out  if  your  docu- 
ment has  a  virus,  or  if  the  PostScript  file 
includes  hidden  commands.  Viewing 
these  images  can  cause  your  computer  to 
overwrite  configuration  files,  delete  crit- 
ical information  or  even  transmit  com- 
pany secrets. 

■  Applets  are  Java  programs  that  you  can 
automatically  load  onto  your  computer 
and  run  at  the  push  of  a  button.  But  they 
can  also  be  programmed  to  send  out  pass- 
words or  credit  card  information  you  used 
while  cruising  the  Web,  or  to  list  all  the 
sites  you  visited. 

SERVER  ATTACKS 

■  One  favorite  technique  attackers  use  is 
to  break  into  a  Web  server  and  change  the 
information  on  a  Web  page.  For  example, 
they  type  in  misspellings,  steal  and  alter 
credit  card  information,  redirect  ship- 


ments, change  delivery  addresses,  add  new 
orders,  alter  on-line  catalogs  and  secure 
internal  price  lists. 

■  Most  Web  servers  are  fairly  easy  to 
crash.  For  example,  an  attacker  can  cause 
a  Web  server  to  deny  services  by  sending 
a  very  big  Universal  Resource  Locator  in 
a  user  request.  Suddenly,  the  fancy  Web 
page  you  spent  hundreds  of  thousands  of 
dollars  creating  is  gone  and  your  main 
source  of  electronic  commerce  dries  up. 

■  Attackers  can  send  thousands  of  erro- 
neous requests  and  overrun  the  disk  area 
that's  available  on  a  Web  server  for  log- 


WHERE  IT  HURTS 


Reduced  Employment  — ,    Increased  R&D 


Share 


ging  activities.  Most  servers  keep  error 
logs  in  disk  areas  that  are  critical  to  sys- 
tem operation.  By  sending  error  requests, 
attackers  can  exceed  the  available  space, 
causing  server  crashes. 
■  Many  Web  servers  provide  search  en- 
gines to  let  visitors  find  what  they  are 
looking  for  quickly,  but  in  many  cases,  at- 
tackers searching  for  strings  like  "root:" 
end  up  getting  copies  of  entries  from  the 
server's  password  file.  The  attacker  then 
runs  a  password-guessing  tool,  such  as 


Crack,  and  gains  unlimited  access  to  the 
server  and  its  data. 

NETWORK  ATTACKS 

■  The  Web  uses  the  Transmission  Con- 
trol Protocol  (TCP)  to  transport  informa- 
tion, but  the  TCP  design  has  a  flaw.  When 
a  session  starts,  an  attacker  can  send  a  re- 
quest and  ignore  the  server's  response.  Re- 
sult: The  server  waits  indefinitely  for  the 
protocol  to  finish.  Servers  have  limits  on 
the  number  of  processes  that  can  be  in  this 
state  at  any  given  time.  If  an  attacker  re- 
peats this  process  many  times,  all  further 
TCP  ports  open  to  Web  services  will  fail. 
In  some  systems,  this  failure  will  last  un- 
til you  reboot. 

■  A  network  attacker  who  gets  into  your 
system's  infrastructure  can  record  all  of 
your  Web  transactions.  For  example, 
when  your  marketing  department  starts 
researching  the  competition  to  prepare 
for  a  new  product  launch,  a  snooper  can 
discover  your  intentions. 

■  Remote  site  (Internet  Protocol)  ad- 
dresses are  just  numbers  sent  over  the  In- 
ternet. Many  people  are  able  to  forge  IP 
addresses  to  make  it  appear  as  if  they  are 
coming  from  a  friendly  site.  This  may  al- 
low access  to  critical  files,  such  as  R&D 
plans  and  financial  records. 

— Fred  Cohen 

Fred  Cohen  is  an  information  security 
consultant  and  author  of  Protection  and 
Security  on  the  Information  Super- 
highway (John  Wiley  &  Sons).  Visit  his 
Web  site  (http://all.net/)  for  data-pro- 
tection tips. 
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Why  Does  This  PC  Manufacturer 
Charge  50%  More  For  The 
Same  Memory  Than  Kingston? 


Since  our  memory  is  virtually  identical  to  the  PC  manufactuters', 
the  difference  is  rather  hard  to  explain. 
After  all,  Kingston*  engineers  design 
memory  according  to  specifications  set  hy 
IrC  manufacturers  themselves,  including: 
Ifcaq,®  IBM,*  Toshiba?  Silicon  Graphics,*  and 
jfc?  We  use  the  same  memory  components  as  they  do.  We  test  each 
[tie  in  the  same  system  in  which  it  will  be  used.  And  we  test  every  cell 


on  every  chip  on  every  module — so  both  reliability  and  compatibility 
are  assured.  Of  course,  we  also  provide  a  lifetime 
guarantee.  Plus,  now  our  memory  costs  up  to 
50%  less  than  the  PC  manufacturers'  brand. 
So  although  we  can't  speak  for  them,  we  can 
tell  you  how  much  you  can  save  with  Kingston.  Why 
not  give  us  a  call?  (800)  337-7028. 
It's  really  something  to  talk  about. 


i  can  save  with  Kingston.  Why 

Kingston 

A  *.TECHNOLClGY  CORPORATION 


re  information  call  us  at   (800)  3  3  7-  702  8  fU§oi);)  Visit  our  Web  site:  http:llwww.kingston.comlforb.htm 


Technology  Corporation,  17600  Newhope  Street,  Fountain  Valley,  CA  92708  USA,  (714)  455-2600,  Fax  (714)  435-2699.  ©  1996  Kingston  Technology  Corporation.  All  rights  reserved.  Kingston 
:ered  trademark  and  Compuring  Without  Limits  is  a  trademark  of  Kingston  Technology  Corporation.  All  other  trademarks  and  registered  trademarks  are  the  property  of  their  respective  owners. 


Audit  Trail:  Chronological 
record  of  system  activities  that 
allows  activities  to  be  recon- 
structed. 

Authentication:  Determining 
the  identity  of  a  communicat- 
ing party. 

Biometric  Device:  Authenti- 
cates a  user  by  measuring  some 
hard-to-forge  physical  charac- 
teristic, such  as  a  fingerprint  or 
retinal  scan. 

Blue  Box:  A  device  that  breaks 
into  a  telephone  system  to 
make  calls  that  bypass  billing 
procedures. 

Brute  Force  Attack:  Hurling 
passwords  at  a  system  until  it 
cracks. 

Challenge-Response:  A  type  of 
authentication  in  which  a  user 
must  respond  correctly  to  a 
challenge,  usually  a  secret  key 
code,  to  gain  access. 
Computer  Fraud:  Deliberate 
misrepresentation,  alteration 
or  disclosure  of  computer- 
based  data  to  obtain  something 
of  value. 

Controlled  Access:  When  ac- 
cess to  a  system  is  limited  to 
authorized  programs,  process- 
es or  other  systems  (in  a  net- 
work). 

Cracker:  A  person  who  engages 
in  computer  and  telecommu- 
nications intrusion. 
Data  Diddling:  Unauthorized 
altering  of  data  before,  during 
or  after  it  is  input  into  a  com- 
puter system. 

Denial  of  Service:  Any  action 
or  series  of  actions  that  pre- 
vents any  part  of  a  system  from 
functioning  in  accordance  with 
its  intended  purpose.  Includes 
any  action  that  causes  unau- 
thorized destruction,  modifi- 
cation or  delay  of  service. 


GLOSSARY 


Dumpster  Diving:  Searching  for 
access  codes  or  other  sensitive 
information  in  the  trash. 
Crackers  may  also  recover 
erased  data  from  tapes  or  disks. 
Encryption:  A  mathematical 
manipulation  of  data  that 
transforms  original  text  (called 
plaintext)  into  unintelligible 
text  (called  ciphertext). 
Entrapment:  The  deliberate 
planting  of  apparent  flaws  in  a 
system  for  the  purpose  of  de- 
tecting attempted  penetrations. 
Firewall:  A  hardware  and/or 
software  system  that  protects  an 
internal  network  from  the  out- 
side world  or  protects  one  part 
of  a  network  from  another. 
Hacker:  Someone  who  plays 
with  computers  for  the  pure  in- 
tellectual challenge  (as  distin- 
guished from  a  cracker). 
High-Energy  Radio  Frequency 
(HERF)  Gun:  Shoots  a  high- 
powered  radio  signal  at  an  elec- 
tronic target  (such  as  a  com- 
puter) and  puts  it  out  of 
commission. 

Logic  Bomb:  A  resident  com- 
puter program  that  lies  dor- 
mant for  a  period,  and  then 
triggers  an  unauthorized  act 
when  a  certain  event,  such 
as  a  date,  occurs. 
Penetration:  By 
passing  the  securi- 
ty mechanisms  of 
a  system. 
Penetration 
Testing:  At- 
tempting to 
circumvent 
a  system's 
security 


features  to  identify  weaknesses. 
Phreaking:  Employing  tech- 
nology to  attack  the  public 
telephone  system. 
Pseudo-Flaw:  A  loophole 
planted  in  an  operating  system 
as  a  trap  for  intruders. 
Risk  Management:  The 
process  of  identifying,  con- 
trolling, and  eliminating  or 
minimizing  uncertain  events 
that  may  affect  system  re- 
sources. 

Sniffer:  A  program  that  mon- 
itors all  traffic  on  a  network. 
Sniffers  typically  collect  a  cer- 
tain number  of  bytes  from  the 
beginning  of  each  session,  usu- 
ally where  the  password  is 
typed  unencrypted. 
Social  Engineering:  Gaining 
privileged  information  about 
a  computer  system  (such  as  a 
password)  by  skillful  lying — 
usually  over  a  telephone.  Of- 
ten done  by  impersonating  an 
authorized  user. 
Spoofing:  Sending  electronic 
mail  so  that  it  looks  like 
someone  else  sent  it.  Can  be 
used  to  send  false  or  damag- 


ing messages. 

Stair  Stepping:  Using  a  low- 
level  account  to  gain  ever- 
higher  levels  of  access. 
Threat  Analysis:  Examination 
of  all  actions  and  events  that 
might  adversely  affect  a  system 
or  operation. 

Tiger  Team:  A  group  hired  by 
an  organization  to  defeat  its 
own  security  system  to  learn 
its  weaknesses. 

Trap  Door:  Hidden  software  or 
hardware  mechanism  that, 
when  triggered,  allows  system- 
protection  mechanisms  to  be 
circumvented. 

Trojan  Horse:  Hidden  function 
in  a  computer  program  that 
surreptitiously  exploits  securi- 
ty or  integrity. 

Van  Eck  Detection  Kit:  A  re- 
ceiver that  monitors  the  elec- 
tromagnetic radiation  given  off 
by  a  computer  screen,  allow- 
ing an  eavesdropper  to  moni- 
tor the  contents  of  a  victim's 
screen  from  a  distance  (say,  in 
the  bushes  outside  a  company). 
War  Dialer:  A  program  that 
tries  a  set  of  sequentially 
changing  numbers  (i.e.,  tele- 
phone numbers  or  passwords) 
to  determine  which  ones  re- 
spond positively. 
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U$Stt  were  than  $3  billion 


Such  was  the  case  more  than  three  years  ago  when  Borlanc 
International  employee  Eugene  Wang  allegedly  suppliec 
Symantec,  a  competitor,  with  electronic  records  of  Borlanc 
International's  new  product  marketing  plans.  Then  Wang 
was  offered  a  job  at  Symantec,  and  in  1992,  Borland  sued 
Wang  and  Symantec. 

The  case  is  still  in  litigation,  no  one  has  been  tried,  and  the 
once-critical  competitive  issues  are  now  moot.  Wang's  lawyer 
James  Pooley,  admits  his  client  "may  have  done  something 
stupid  but  not  criminal." 
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WORLD  BUSINESS  CLASS 


I  only  ask  two  things  when  I  fly.  How  much  time  can 
I  save?  And  how  comfortable  can  I  be? 

Which  is  why  I  like  World  Business  Class "  from  Northwest 
Airlines  and  KLM.  The  Northwest  hub  in  Detroit  helps  me 
connect  to  Asia  up  to  five  hours  faster  than  other  airlines. 

And  they  give  business  flyers  like  me  more  space. 
They've  added  legroom,  reclined  the  seats  further,  and  that 
really  helps,  sleeping-wise.  More  than  adequate  for  someone 
my  size,  and  I'm  six  three. 


Published  airline  schedules  in  effect  on  January  8,  1996  for  the  week  of  May  13-19.  and  are  based  on 
eastbound-westbound  averages.  Schedules  are  based  on  information  from  the  Official  Airline  Guide. 
©1996  Northwest  Airlines.  Inc.  Northwest  recycles  over  5000  pairs  of  lost  &  unclaimed  glasses.  O 


I-800-447-4747 


NORTHWEST 

AIRLINES 


PAY  TO  HACK  YOUR  OWN  SYSTEM? 

Why  smart  companies  are  hiring  "tiger  teams"  to  infiltrate  their  own  security  walls. 


Ira  Winkler  calls  himself  "a  very  good 
bullshitter."  Winkler  is  director  of  tech- 
nology at  National  Computer  Security  As- 
sociates in  Carlisle,  Penn.  He  specializes 
in  social  engineering,  the  art  of  talking 
employees  out  of  passwords  and  informa- 
tion. Major  corporations  hire  him  to  at- 
tack their  computer  security  infrastruc- 
ture. With  the  information  gleaned  from 
such  "tiger  teams,"  the  companies  hope 
to  patch  holes  in  their  systems  so  the  real 
bad  guys  never  get  in. 

Last  December,  Winkler  was  hired  by 
a  multibillion-dollar  company.  His  only 
cover  (provided  by  the  corporation's  se- 
curity manager)  was  as  a  "temp."  He  had 
no  additional  special  access  or  privileges. 
By  the  end  of  his  first  day,  he  had  ac- 
quired all  the  files  necessary 
compromise  the  compa- 
ny's most  secret  and  valu- 
able research  project — 
"One  billion  dollars'  worth 
of  information,"  he  claims. 

Before  He  Arrives  Us- 
ing the  company's  annual 
report  and  company 
phone  directory — both 
sent  to  him  by  the  compa- 
ny upon  request — Winkler 
makes  a  list  of  key  personnel  and 
areas  of  interest.  He  also  creates 
business  cards  at  a  local  print 
shop,  indicating  that  he  is  "Su- 
pervisor for  Information  Security." 

Social  Engineering-Day  One  Upon  ar- 
riving, he  applies  for  an  access  badge.  He 
enters  fictitious  data.  It  goes  unchecked. 
He  receives  an  office  with  a  PC  and  an  e- 


mail  account.  He  gets  access  to  the  net- 
work and  begins  to  work.  Because  there 
is  an  internal  caller  ID  system,  people 
know  he  is  phoning  from  inside  the  com- 
pany, but  there  is  nothing  to  indicate  his 
temporary  status.  He  calls  the  researcher 
in  charge  of  the  company's  most  sensitive 
development  project,  telling  her 
he's  been  hired  to  head  se- 
curity operations.  He 
refers  to  a  recent  series 
of  security  breaches — all 
gleaned  from  news- 
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PEER  REVIEW  A  good  tiger  team  can  easily  plant  bugs  and 
steal  secrets,  humbling  a  self-confident  security  team.  Fees  in 
the  thousands  are  paid  to  find  holes  before  real  hackers  do. 

paper  reports.  When  he  asks  for  sugges-    lems  a 
tions  on  improving  security,  she  recom- 
mends that  he  talk  with  the  team  leader. 

Using  the  woman's  name  as  a  refer- 
ence, he  wangles  a  meeting  with  the  team 
leader,  then  asks  which  information  is 
most  sensitive  and  where  it  is  stored.  Be- 
fore leaving,  he  receives  minutes  of  meet- 
ings detailing  the  project.  Only  hours  into 
his  assignment,  he  knows  the  location  of 
the  most  sensitive  files  on  the  network. 

The  minutes  include  the  password  and 
log-on  ID  for  a  master  document  required 
by  a  government  agency.  The  document 
includes  detailed  manufacturing  instruc- 
tions and  "problem  report"  data.  Winkler 
immediately  copies  the  file  to  his  machine. 


Electronic  Theft-Night  One  After  din- 
ner, Winkler  returns  to  the  office.  He 
looks  for  unlocked  offices,  concentrating 
on  the  licensing,  legal  and  R&D  depart- 
ments. A  janitor  ignores  him.  He  finds 
patent  applications  and  legal  papers  out- 
lining strategies  for  lawsuits;  all  the  pa- 
perwork is  either  lying  in  the  open  on  un- 
secured desks  or  in  unlocked  offices.  Using 
computers  that  were  left  on,  he  rifles 
through  e-mail  and  file  directories,  copy- 
ing anything  that  looks  promising. 

Day  Two  He  returns  to  his  office  and 
hooks  up  a  portable  Unix  workstation  to 
the  network.  The  portable  is  loaded  with 
programs,  including  one  that  identifies 
accounts  with  easily  guessed  passwords. 
Using  one  of  these  accounts,  Winkler 
logs  onto  a  server,  and  with  another 
acker  tool  attains  superuser  status, 
giving  him  complete  control  of  the 
server.  He  copies  classified  docu- 
ments and  leaves  an  electronic 
"back  door"  so  he  can  return. 
Winkler  also  pulls  a  ruse  with  an- 
other key  manager  working  on 
a  different  project.  After  per- 
suading her  to  log  off  her  com- 
puter and  then  log  on  again,  he 
is  able  to  guess  her  password. 
Back  in  his  office,  he  logs  on 
using  her  ID  and  accesses  cen- 
tral files  detailing  manufac- 
turing, development,  prob- 
lems and  budgets  for  95%  of  the 
company's  projects. 

As  yet,  no  one  has  verified  his  identi- 
ty. But  he's  taking  no  chances.  Earlier,  he 
scanned  the  company  president's  signa- 
ture from  the  annual  report  and  is  pre- 
pared to  forge  a  letter  on  company  letter- 
head authorizing  "complete  access  to  the 
company  and  personnel  at  my  direction." 

By  now,  Winkler  has  detailed  infor- 
mation on  top-secret  projects,  as  well  as 
legal  and  licensing  data.  He  has  compro- 
mised the  entire  computing  system  from 
within,  and  left  himself  trapdoors  and  con- 
nections for  future  penetration.  He  has 
been  at  the  company  less  than  two  days. 

— 7eff^ey  young 


"YOU   THINK   YOU    RF   PRFTTY  SAFF?" 

If  you're  interested  in  electronic  snooping,  the  means 
aren't  hard  to  come  by.  Hacker  bulletin  boards  offer  a  va- 
riety of  free  electronic  tools.  Want  to  get  into  your  obnox- 
ious boss's  computer  after  he  or  she  leaves  work?  Install 
Peeptom,  which  records  keystrokes  so  you  can  go  back  and 


see  everything  your  boss  did  to  gain  access  to  restricted  files. 
An  application  called  Cloakshare,  for  instance,  hides  your 
presence  on  an  Apple  network.  CBIHack,  CBILogin  and  CBI- 
Man  offer  step-by-step  instructions  on  how  to  locate  termi- 
nal dialup  locations  and  break  in  to  one  of  the  nation's  largest 
credit  data  repositories,  CBI. 
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This  is  not  a  toy. 


This  is  not  just  an  organizer. 
Or  an  expensive  laptop. 
This  fits  in  your  pocket. 
This  lets  you  take  PC  files  and 

work  on  them  anywhere. 
This  can  send  faxes  and  e-mail. 
Get  directions.  Dial  your  mom. 
This  is  your  secret  weapon. 
This  is  the  Psion  Series  3a. 


This  is  a  palmtop  computer.  In  fact,  this  is  the  award-winning  Psion  Series  3a,  the  best-selling*  palmtop  in  the  world.  (Maybe  because 
it  works  like  your  PC,  with  menus  and  windows.)  There's  a  full-featured  word  processor,  spreadsheet,  database,  and  a  best-in-class 
organizer  —  all  PC  and  Mac  compatible.  Optional  PsiWin  software  makes  transferring  your  files  drag-and-drop  easy.  You  can  run  hun- 
dreds of  powerful  applications,  like  Symantec'  Act!"  and  Microsoft"  Automap."  And  the  Psion  Series  3a  weighs  less  than  10  ounces  and 
runs  for  up  to  80  hours  on  two  AA  batteries.  It  starts  at  just  $399.  (This  is  good.)  This  is  where  you  find  out  more  about  your  secret 
weapon:  1-800-99-PSION  or  at  www.psioninc.com.  Or  visit  one  of  the  Psion  resellers  below.  (In  Canada,  call  I  -5 1 4-98-PSION.) 
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/fSfv  The  Sharper  Image,  Staples,  Office  Depot,  Nobody  Beats  The  Wiz,  Sears,  J&R, 
The  Good  Guys,  Radio  Shack,  Circuit  City  Express,  Micro  Center,  Lechmere 
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CYBERDICKS  AND  VIRTUAL  GUMSHOES 

She  had  a  kiss  like  a  left  hook.  And  a  pearl-handled  HERF  gun  in  her  garter. 


John  Jessen  is  a  Philip  Marlowe  for  the 
'90s.  But  instead  of  a  snub-nosed  revolver 
and  a  trench  coat,  the  tools  of  his  trade 
are  hard  drives,  back-up  tapes  and  net- 
work log  files. 

For  the  past  eight  years,  Jessen's  firm, 
Electronic  Evidence  Discovery,  head- 
quartered in  Seattle,  has  gathered  elec- 
tronic evidence  for  attorneys  across  the 
country,  amassing  more  than  400,000 
software  programs  and  several  hundred 
computer  systems.  His  forte  is  discover- 
ing where  the  digital  bodies  are  buried. 
"Electronic  data  isn't  like  paper,"  he  says. 
"A  shredded  document  no  longer  exists 
physically.  Computers,  however,  keep 
track  of  data  with  extremely  precise  au- 
dit trails.  Somewhere  there  is  an  elec- 
tronic record.  We've  learned  how 
to  find  and  unravel  it." 

Here  are  a  few  of  Jessen's  tricks: 

Erased  Files  Erasing  a  file  can 
take  place  on  many  levels.  Simply 
deleting  it  only  changes  the  name  in 
the  File  Allocation  Table  (FAT)  by  re- 
placing the  first  character  of  the  file 
name  with  a  character  that  cannot  be 
replicated.  The  computer  is  instruct- 
ed not  to  show  on  the  screen  any  file 
starting  with  that  character.  Conse- 
quently, the  deleted  file  only  appears 
erased.  The  program  knows  it  can  write 
over  the  deleted  file  if  it  needs  storage 
space,  but  sometimes  it  won't.  Through 
a  careful  analysis  of  the  data  on  a  hard  dri- 
ve, the  FAT  can  let  some  or  all  of  a  delet- 
ed file  be  resurrected. 

Every  read-write  head  also  has  its  own 
"electromagnetic  fingerprint."  Different 
floppies  have  different  patterns  that  can 


be  revealed  under  an  electron  microscope. 

The  physical  layout  of  data  written  on 
a  hard  disk  also  tells  a  lot.  Early  versions 
of  DOS  used  an  odd  method  of  file  storage. 


A  DISTANT  MIRROR  The  Van  Eck  Detection  Kit 
allows  cybersnoops  to  monitor  the  electromag- 
netic radiation  given  off  by  a  computer  screen, 
giving  a  clear  image  of  a  screen's  contents. 

When  looking  for  a  place  to  save  a  new 
file,  the  operating  system  ran  down  a  list 
on  the  hard  drive  until  it  found  a  location 
that  wa'  blank.  That  created  mixed-up  file 
tables.  More  recent  versions  start  from 
where  the  last  file  was  saved,  producing 
more  structured  file  collections. 

"If  someone  claims  a  file  was  created 
five  years  ago,"  Jessen  says,  "but  it  is  saved 
in  the  midst  of  documents  from  this  year, 
I  can  be  pretty  certain  that  they're  lying." 


File  Headers  In  some  software  applica- 
tions, when  a  document  is  altered,  the  pro- 
gram updates  the  file  with  the  last  date  and 
time  it  was  altered.  Even  if  a  document  is 
saved  with  the  same  name,  a  new  version 
number  is  created.  All  of  this  is  coded  in 
the  header  of  the  file,  which  is  not  nor- 
mally interpretable  for  the  user.  In  one 
criminal  case,  for  example,  a  man  accused 
of  rape  provided  a  document  to  establish 
an  alibi.  That  document  showed  the  exact 
date  and  time  of  the  rape.  But  Jessen 
found  a  deleted  copy  of  the  same 
document  with  an  earlier  version 
number  and  a  later  date  and  time 
stamp  than  the  "alibi  document." 
The  disparity  in  the  two  documents 
was  proof  positive  that  the  suspect 
had  fabricated  his  story. 

Bug  fixes  often  provide  another 
important  clue.  "Finding  a  particu- 
lar bug  that  was  later  fixed  can  give 
us  precise  data  on  when  something 
was  created,"  Jessen  says. 

E-mail  Most  e-mail  systems  store 
messages  in  a  specific  format  in  a  sin- 
gle large  file.  Usually  all  messages  re- 
main on  back-up  tapes.  Deleting  a 
message  doesn't  necessarily  erase  it. 
The  text  remains  in  the  large  file. 

"To  actually  remove  [an  e-mail]  mes- 
sage requires  a  'pack  and  compression' 
routine,"  he  says.  "The  system  adminis- 
trator can  do  this,  but  it  typically  takes  be- 
tween one  and  three  hours  per  user,  and 
during  that  time  no  one  can  use  their  com- 
puters." This  routine  is  rarely  run,  so  pre- 
viously erased  messages  are  present  on 
most  back-up  tapes. 

— Jeffrey  Young 


With  so  many  ways  to  probe,  it  doesn't 
take  much  sophistication  *t)  dig  into 
someone  else's  files.  Just  a  willingness  to 
bend  the  rules. 

Security  experts  warn  against  putting 
too  much  trust  in  supposedly  impenetra- 
ble security  systems.  Within  the  past  year,  severe  security 
flaws  have  been  unearthed  in  the  way  public  and  private  key 
encryption  schemes  were  installed  on  Netscape  Communi- 
cations' Navigator.  Admittedly,  it  takes  a  mathematician's 
mind  and  endless  time  to  crack  many  of  these  security  sys- 
tems. But  an  entire  generation  of  twentysomethings  has 
grown  up  surrornded  by  digital  gear  and  has  no  fear  of  it 
whatsoever. 

"You  think  you're  pretty  safe  because  it  would  take  hun- 
dreds of  computer  years'  worth  of  hacking  to  breach  your 


READ  ALL  ABOUT  IT 

Security  and  Privacy  Publications 


Computer  Law  Observer: 

800-963-5297 

Computers   and  Security: 

011-441-865-843654 
Computer  Security  Digest: 
313-459-8787 
Infosecurity  News: 

508-879-9792 

International  Journal  of  In- 
telligence and  Counterintel- 
ligence: 212-737-7923 
International  Privacy  Bulletin: 

202-544-9240 
Monitoring  Times: 


704-837-9200 

Privacy  Journal:  401-274-7861 
Privacy  Times:  202-829-3660 
Security   Industry  Buyers 
Guide:  800-777-5006 
Security  Magazine: 
847-635-8800 
Security  Management: 
703-522-5800 

2600  Magazine,  The  Hacker 
Quarterly: 

516-751-2600 
Virus  Bulletin: 

011-441-235-555139 
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/MicroAge  Infosystems  Services 


For  expert  information  technology  services  wherever  and  whenever  you  need  them, 
Compaq  has  designated  us  a  National  System  Service  Provider.  Call  us  at  1  •  800*  814  •  5384.  We  preserve  sanity. 

COMPAQ 

All  trademarks  and  registered  trademarks  are  the  property  of  their  respective  companies 
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system?"  snorts  Allan  Schiffman,  chief  tech- 
nical officer  at  Terisa  Systems,  which  pro- 
duces communications  security  software  for 
the  Internet  and  is  owned  by  several  compa- 
nies, including  RSA  Data  Security.  "Imagine  the 
college  sophomore  whose  job  is  to  run  main- 
tenance on  a  big  technology  company's  internal  network  at 
night.  All  those  high-powered  engineering  workstations  idle 
but  chained  together.  It  won't  take  him  long  to  crack  your 
system." 

Last  summer,  a  French  student  did  just  that.  Linking 
120  computers  into  a  network — including  two  super- 
computers— the  student  at  the  National  Institute  for  Re- 
search in  Computer  Science  and  Control  in  France 
cracked  an  encrypted  message  from  Netscape  Navigator's 
exportable  version.  It  took  eight  days. 

Electronic  data  pilfering  often  occurs  in  unlikely  places. 
Q  Studios  is  a  classic  garage  startup  in  Redmond,  Wash.: 
Two  computer  game  designers,  with  a  new  game  called 
Blood,  worked  feverishly  at  night  after  coming  home  from 
their  regular  jobs.  They  bought  a  new  Pentium  PC  to  use 
in  coding  the  game.  The  hard  drive  crashed.  So  they  took 
it  back  to  the  shop  where  they  had  bought  it:  Hard  Drives 
Northwest. 

"We  couldn't  boot  it  up  to  even  erase  our  source  code," 
says  the  studio's  president,  Nicholas  Newhard.  The  day 
after  they  got  their  repaired  machine  back,  their  publisher, 
Apogee  Software  Limited, 
called  to  say  that  the  entire 


YOUR  FIREWALL 
WON'T  SAVE  YOU 


A  NETWORK  FIREWALL  is  3  Set 

of  information  systems  that 
protects  internal  systems  and 
networks  from  outside  intru- 
sions. Don't  trust  it.  Here's 
why: 

1 According  to  a  survey  by 
the  American  Society  for 
Industrial  Security,  the  ma- 
jority of  attacks  on  Web 
servers  come  from  compa- 
ny insiders.  Since  most  fire- 
walls only  protect  against 
outsiders,  even  a  perfect 
firewall  is  effective  only  part 
of  the  time. 

2 Firewalls  rarely  prevent 
denial-of-service  attacks 
or  assure  integrity.  Even  if 
outsiders  can't  get  inside  your 
system,  they  can  often  make 
your  site  inaccessible. 


3 Most  Web  attacks  are 
based  on  the  content  of 
messages,  not  their  form. 
Since  content  is  governed  by 
the  application  program,  no 
firewall  adequately  protects 
against  all  content-based 
threats  (and  probably  none 
ever  will). 

4 Many  Web  servers  and 
browsers  are  already 
within  firewalls  and  thus  can 
act  as  springboards  for  other 
malicious  attacks  on  internal 
systems. 

-Fred  Cohen 

Fred  Cohen  is  an  information  security 
consultant  in  Hudson,  Ohio,  and  author 
o/Protection  and  Security  on  the  In- 
formation Superhighway  (John  Wi- 
ley &  Sons).  You  can  visit  his  Web  site 
at  http://all.net/. 


STAFF  INFECTION  The  most  dangerous 
corporate  threat  may  he  closer  than  you  think. 
A  new  age  of  corporate  downsizing  can  disenchant  once-loyal 
staffers,  who  then  sell  your  top-secret  info  to  the  highest  bidder 


SO  PROTECT  YOURSELF 


Be  extremely  wary  of  Intranets.  Compa- 
nies put  up  Intranet  home  pages  and  em- 
ployees think  that  even/thing  from  the  in- 
ternal network  can  be  posted  there. 
Anyone  who  has  access  to  your  system  can 
get  to  everything. 

Be  cautious  of  remote  access.  Many  em- 
ployees work  from  home.  If  they  have  wide- 
spread access  to  corporate  data  and  they  use 
automated  log-on  procedures,  everything 
can  be  compromised  by  a  simple  burglary. 


Have  someone  monitor  references  to 
your  company  on  the  Web.  Also  keep 
an  eye  on  Usenet  newsgroups  for 
slander,  libel  and  unwitting  disclo- 
sure of  proprietary  information  by 
employees. 

Agree  on  a  single  companywide  encryp- 
tion product.  Use  a  product  that  provides 
for  a  central  "key"  repository.  If  employ- 
ees leave,  their  work  product  can  be  im- 
possible to  resurrect. 


Institute  a  general  e-mail  policy.  Several 
states  won't  allow  you  to  legally  read 
e-mail  unless  both  parties  agree.  This  can 
be  a  big  problem  in  the  case  of  a  dispute. 

Get  rid  of  old  e-mail.  In  a  lawsuit,  the 
plaintiff  may  have  the  right  to  search 
through  all  e-mail.  If  you  have  vaults  filled 
with  back-up  tapes  of  e-mail,  who  knows 
what  they'll  find.  — Kenneth  Shear 

Kenneth  Shear  is  general  counsel  for  Electronic 
Evidence  Discovery  in  Seattle. 
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Delete  high  commissions 


shift 


Shift  to  E*TRADE 

Its  the  smarter  way  to  trade. 


If  you  make  your  own  investment 
decisions,  why  pay  a  high 
commission  just  to  trade  stocks 
and  options? 

E*TRADE's  pioneering  technology 
makes  it  possible  for  you  to  trade  stocks 
and  options  from  your  PC  or  touchtone 
phone  for  a  fraction  of  the  cost  of 
traditional  brokers. 


Compare  oui 

•  Low  Commissions: 

100  Shares 

5000  Shares 
«  $20 

Average 
Commission 

E*  TRADE  Listed1 
E*  TRADE  OTC 

$14.95 
$19.95 

$14.95 
$19.95 

$18.43 

Lombard  Institutional 

$34 

$100 

$38.25 

e.Schw.ib 

$39 

i\v 

$44.24 

AccuTrade 

$30 

$128 

$66.56 

PCFN 

$40 

$200 

$76.52 

Fidelity  On-Line  Express"' 

$48.60 

$239.50 

$78.36 

Schwab 

$55 

$265 

$89.76 

E'TRADE  puts  you  in  control  by  giving 
you  direct  access  to  the  markets,  free  quotes 
and  online  portfolio  updates ...  24  hours  a 
day.  And  the  assets  in  your  account  are 
protected  up  to  $10  million.^ 

Compare  our  combination  of  superior 
technology  and  low,  low  commissions. 
You'll  see  why  E*TRADE  is  the  smarter 
way  to  trade? 


AMERICAS  ELECTRONIC  BROKERAGE  " 


Visit  E*TRADE  on  the  Internet  at  www.etrade.com,  or  call  1-800-STOCKS-3  (1-800-786-2573) 
Access  us  via  touchtone  phone,  direct-modem  connection  or  the  Internet 

T £ *TRADE  limit  and  stop  orders  are  $19.  95.  For  luted  securities  over  5.000  shares  add  one  cent  per  share  to  the  entire  order.  Add  $15  for  broker-assisted  trades 
Comparative  rates  are  based  on  a  3/27/96 phone  survey.  Average  commission  was  calculated  using  5,000  actual  conseiutwe  trades  made  on  2/23/96  through  E 'TRADE. 
Some  firms  may  offer  special  discounts  or  added  services  not  available  at  E'TRADE.  ^ $^00,000  account  protection  is  provided  by  S/PC,  of  which  $100,000  may  be  in  cash. 
The  remaining  $9. 5  million  is  provided  by  Aetna  Casualty  &  Surety  Co.  Account  protection  does  not  cover  the  market  risks  associated  with  investing. 
©  1996  E 'TRADE  Securities,  Inc.  Member  SI  PC  and  NASD. 
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game — all  the  artwork,  sounds,  source  code,  tools  and  three- 
dimensional  audio  system  they  had  hoped  to  license  to  oth- 
er game  developers — was  available 
for  free  on  the  Internet. 

Newhard  and  cofounder  Peter 
Freese  sued  Hard  Drives  North- 
west, the  employee  they  believed 
was  responsible  for  the  leak  and 
the  "software  pirate"  who  they 
thought  released  it  to  the  Internet. 
But  years  of  hard  work  are  down 
the  tubes.  (Hard  Drives  Northwest 
has  since  fired  the  employee.  The 
civil  case  is  pending.) 

These  cases  are  not  unusual, 
but  "prosecuting  them 
is  nearly  impossible," 
says  William  Galkin,  a 
Baltimore  attorney  who 
publishes  the  Computer 
Law  Observer.  Although 
computer  crime  laws 
are  clear  and  well  de- 
fined, catching  the  cul- 
prits is  tricky.  Santa 
Clara  County  District  Attorney's 
High-Tech/Computer  Crime 
Unit,  for  instance,  took  months  to 
gather  enough  evidence  to  raid 
Avant!. 

John  Jessen  is  founder  of  Elec- 
tronic Evidence  Discovery,  a  com- 
pany headquartered  in  Seattle  that 
specializes  in  "computer  forensics," 
or  the  art  of  piecing  together  the 
electronic  provenance  of  docu- 
ments, resurrecting  their  electron- 
ic trails  by  analyzing  encrypted 
minutiae.  "We've  seen  our  business  explode  in  the  past  few 
years,"  he  says.  "We  worked  on  about  300  cases  last 
year  alone." 

 LIES.  DAMN  LIES 

One  favorite  trick:  posting  misleading 
messages   on   electronic  bulletin 
boards.  A  notorious  case  involved 
an  investment  banking  house.  An 
anonymous  user  on  Prodigy's  * 
Money  Talk  bulletin  board  ac- 
cused a  company  called  Stratton 
O         r   of  criminally  fraudu- 
lent cond    t  in  connection  with 
a  public  st<       ffering.  The  mes- 
sage read: 

"The  end  o.  on  Oakmont 
will  finally  come  eek.  This 

brokerage  firm  he«  nresi- 
dent  and  soon  to  be  p  i  im- 


INSIDER 
TRADING 

Want  the  dirt  on  comput- 
er security?  Subscribe  to  any 
of  these  Usenet  newsgroups 
and  listen  up. 

alt. cellular 
alt.cyberpunk 
alt.dcom.telecom 
alt. hackers 
alt. hackers. malicious 
alt.os.multics 
alt. privacy 
alt.privacy.anon-server 
alt.privacy.clipper 

alt.security 
alt.security.index 
alt.security.keydist 
alt.security.pgp 
alt.security.ripem 
alt.society.cu-digest 

alt.2600 
bit.listserv.security 
comp.deom.telecom 
comp.  privacy 
comp.security.announce 
comp.security.misc 
comp.security.unix 

comp.virus 
de.comp.security 
sb.security 
sura. security 
uwo. comp. security 


spelled  Porush] — will  close  this  week.  ...This  is  fraud,  fraud, 
fraud  and  criminal!!!!!!!" 

Stratton  Oakmont  sued  Prodigy  for  $200  million,  claim- 
ing libel  and  gross  negligence  on  the  part  of  the  on-line  op- 
erator. Soon  after,  the  stock  price  of  the  IPO  dropped  from 
$7  a  share  to  $3.  "In  a  libel  case  no  amount  of  money  can 
restore  your  reputation,"  says  Jacob  H.  Zamansky  of  Singer, 
Bienenstock,  Zamansky,  Ogele  &  Selengut,  a  Wall  Street 
firm.  "We  wanted  to  send  a  message  to  the  on-line  indus- 
try about  the  serious  consequences  of  defamation  on  line. 
They  are  responsible  for  the  messages  that  are  posted  and 
must  screen  or  remove  libelous  messages  from  the  board." 

The  suit  claimed  the  on-line  service  provider  was  more 
like  a  publisher  (with  a  responsibility  to  verify  the  accuracy 
of  what  is  presented  before  publication)  than  a  distributor 
(whose  liability  begins  only  after  being  notified 
that  material  is  libelous  or  defamatory).  In  a  land- 
mark ruling,  the  judge  held  that  Stratton  was 
right.  Eventually  Stratton  Oakmont  settled  for 
an  apology  from  Prodigy. 

Tracking  people  on  the  Internet  is  nearly  im- 
possible if  they  try  to  conceal  their  identity.  Each 
time  a  user  logs  on,  he  or  she  gets  a  unique  IP, 
or  Internet  Protocol,  address.  Sophisticated  hack- 
ers log  on  and  then  change  their  account's  IP  ad- 
dress. This  technique,  called  IP  spoofing,  fools  a  target  com- 
puter into  believing  a  hacker's  messages  and  commands  are 
from  an  authorized  user.  Tracking  is  almost  impossible. 

The  conclusion:  Anyone  can  say  whatever  he  or  she 
wants  about  you  on  line,  and  there's  little  you  can  do  about 
it.  The  possibilities  for  competitive  mischief  are  enormous. 

 VAPOROUS  BORDERS  

Catching  electronic  snoopers  is  only  half  the  battle.  Once 
snagged,  it  is  difficult  to  punish  an  electronic  trespasser. 
The  trickiest  part  concerns 
jurisdiction.  "Where  does 
the  cybercrime  take 


inal — Daniel  Porrush  [sic 


H2Uh-Oh  Computer-snooping  outfitters  even  peddle  a  tiny  radio-controlled  sub  equipped  with 
a  transmitting  camera  that  can  pry  and  spy  its  way  into  even  the  most  secure  locations. 
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Call  For  A 
Free  Demonstration. 


George  listens  and  responds. 

DOES  GEORGE  PLATT,  CEO  of  a  multi-million  dollar  telecommunications  company,  answer  bis 
own  phone?  Because  like  all  of  us  at  Intecom,  George  believes  you're  the  most  important  person  in  our  organization. 
Even  more  important  than  the  CEO.  f  Just  ask  Dave  Patterson,  head  of  Kemper  National  Services.  He  didn't  just  call 
because  he  needed  a  new  telecommunications  system  to  keep  pace  with  rapid  growth.  He  wanted  to  do  business  with 
a  company  that  shares  Kemper's  no-holds-barred  approach  to  delivering  the  highest  quality,  f  As  a  premier  managed 
healthcare  and  cost  containment  company,  Kemper  needed  a  flexible  system  to  handle  its  extensive  call-center  demands. 
One  allowing  them  to  expand  to  new  locations  and  add  new  employees  quickly  and  easily.  Since  we  took  the  time  to 
listen  and  work  closely  as  partners,  that's  exactly  the  system  they  got.  f  If  you're  ready  to  work  with  a  roll-up-your-sleeves- 
and-let's-solve-this-thing  company,  call  George  direct  at  (214)  447-8695.  He'll  be  more  than  happy  to  demonstrate 
just  how  effectively  we  work. 

Intecom  a 

Our  Networks  Mean  Business' 
http.ll  www.  intecom.  com 


place?"  asks  Robert  Morgester,  deputy  district  attorney  for 
Sacramento  County,  Calif.,  who  prosecutes  high-tech 
crimes.  "Is  it  in  the  user's  computer?  Or  where 
the  computer  that  is  breached  is  located?  This 
is  a  nightmare  of  competing  law-enforcement 
fiefdoms  and  investigators  who  are  months,  if 
not  years,  behind  the  sophisticated  users  they're 
chasing." 

Attorneys  who  prosecute  digital  theft  fre- 
quently use  statutes  that  cover  interstate  trans- 
portation of  stolen  property.  For  instance,  if 
you  rifle  another  company's  database  and  later 
move  the  information  across  state  lines,  prosecutors  could 
indict  you  on  federal  charges.  But  the  10th  U.S.  Circuit 
Court  of  Appeals  in  Denver,  which  handles  appellate  cas- 


es for  Colorado,  Kansas,  New  Mexico,  Oklahoma,  Utah 
and  Wyoming,  ruled  that  the  mere  copying  of  data  and 
taking  it  across  state  lines  did  not  constitute 
theft.  In  its  decision,  the  court  defined  a  per- 
sonal computer  as  a  tangible  item,  but  not  data, 
whether  on  a  floppy  disk  or  sent  over  a  wire. 
•The  Department  of  Justice  is  trying  to  amend 
the  law,  which  has  left  a  new  kind  of  comput- 
er confusion. 

"If  you  steal  data  and  then  post  it  anony- 
mously on  a  bulletin  board,  how  can  I  prove 
that  it  is  still  a  trade  secret?"  asks  Kenneth 
Rosenblatt,  deputy  district  attorney  in  Santa  Clara  Coun- 
ty and  the  author  of  High-Technology  Crime:  Investigating 
Cases  Involving  Computers.  "If  you  happen  upon  [data],  what 


SEARCH  AND  EMPLOY 


There's  plenty  of  info 

Alta  Vista 

http://www.altavista.  digital,  com 
Powerful  index  tool  used  to  lo- 
cate information  about  prod- 
ucts and  companies.  Includes 
full-text  index  of  Usenet  news- 
group archives.  Offered  by 
Digital  Equipment. 

Babson  College  Business 
Resources 

gopher://info.  babson.  edu:  70/ 11  /.bus 
Sources  and  sites  for  informa- 
tion about  business,  interna- 
tional resources,  entrepre- 
neurship,  market  reports  and 
government. 

CareerPath.com 

http://www.careerpath.co7H 
Newspaper  employment  ads 
from  major  U.S.  cities.  A  good 
place  to  find  out  how  the  com- 
petition plans  to  expand.  A  free 
service  but  it  requires  registra- 
tion. 

Deja  News 

http://www.dejatiews.com 
Search  for  discussion  groups 
by  keyword,  personal  name  or 
discussion  group  name. 

The  Federal  Web  Locator 

http://www.law.  vill.  edu/Fed- 
Agency/ 

Government  information  com- 
piled by  the  Villanova  Center 
for  Information  Law  and  Pol- 
icy. Extensive  listings  catego- 
rized by  government  branch. 


on  the  Web  about  competitors.  You  just  have  to 

Competitive  Intelligence  Guide    Web  pages  published  by  pub- 


http://www.fuld.  com/ 
Fuld  &  Co.'s  competitive  in- 
telligence site.  Offers  analyti- 
cal tools,  links  to  other  intelli- 
gence sites. 

Hoover's  Online 

http://www.hoovers.com 
Company  directory  listings 
searchable  by  company  name, 
location,  industry  and  sales  fig- 
ures. Includes  links  to  Web 
sites,  if  available. 

Infoseek 

http://www.infoseek.com 
Includes  Usenet  newsgroups 
and  non-Internet  databases. 
Offers  additional  databases,  in- 
cluding wire  services,  for  a  fee. 

Library  of  Congress  Catalog 

http://www.loc.gov 
The  ultimate  library  catalog. 
Can  help  locate  obscure 
books. 

Lycos 

http://www.  lycos,  com 
One  of  the  top 
search  tools.  In- 
cludes sum- 
maries of  pages. 

The  NETWorth  Eq- 
uities Center  0 

http://networth 
.galt.com/www 
/home/equ  ity/ irr/ 
Its  Investor  Rela- 
tions Resource  is  a 
searchable  index  of 


lie  companies. 
NewsLink 

http://www. newslink,  org 
More  than  3,000  links  to  news- 
oriented  sites. 

Patent  Portal 

http://www.  law.  vill.  edu/ -rgrimer 
Zpatport.htm 

Site  for  patents  and  patent  law. 


know  where  to  look. 

Society  of  Competitive  Intelli- 
gence Professionals 

http://www.scip.org 
Home  page  features  publica- 
tions, electronic  discussion 
groups,  expert/speaker  data- 
base and  events  calendar. 

Starting  Point 

http://www.stpt.com 

Home  page  links  to  major 

companies  in  the  U.S. 

U.S.  Securities  and  Exchange 
Commission 

http://www.sec.gov 
Offers  10-K  and  reports 
filed  by  public  companies. 

Compiled  by  Fuld  &  Co.,  a 
Cambridge,  Mass.,fmn  offer- 
ing competitive  monitoring  ser- 
vices and  seminars. 


IT'S  A  SNAP  From  pinching  data  to  videotaping  the  screen,  in-house 
spooks  have  plenty  of  ways  to  take  your  work  home  with  them. 
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PROCOMM 
PLUS.  O 


They  cruise  the  Net.  They  download  files.  They  fax  on-line.  And  now  the  truly  connected  will  do  all  this  and  more  from  one  single  software 
program,  new  PROCOMM  PLUS'  3.0  for  Windows;1  ^'  New  to  the  world  is  our  Connection  Directory,  the  single  source  for  all  your  data,  fax,  voice 
numbers,  email,  Web,  Telnet,  FTP  and  news  entries.  Just  click  on  a  directory  entry  and  PROCOMM  PLUS  makes  the  connection.  ^  Whether  you 
are  just  getting  started  or  an  expert,  the  PROCOMM  PLUS  "Web  Zeppelin""  browser  is  the  new  way  to  cruise  the  World  Wide  Web.  Our  Internet  access 
automatically  helps  you  set  up  an  account  with  a  national  service  provider-or  connects  to  your  current  provider.  ^  New  generation  fax  comes 
with  an  all  new  Fax  Manager,  OCR  and  annotation  tools.  [This  is  very  cool.)  And  data  communications  includes  36  terminal 
emulations,  all  the  most  popular  file  transfer  protocols,  new  RIPscrip  emulation  and  a  QWK  Mail  editor  to  manage  electronic  mail 
messages  off-line.  ^  New  PROCOMM  PLUS  3.0  connects  your  connections.  It's  that  simple.  So  call  us  at  I.800.W.936I 
or  check  us  out  at  www.datastorm.com. 


VERY  CONNECTED" 


(( urns  m  mdrajiks  oi  tfqistmo1  minimis  of  their  rnpMivf  Mdm  01996  DAfAVOIH  All  no,kls  mmit 


Internet  •  Fax  •  Data 


BEGINNER'S  GUIDE  TO 

WORLD-CLASS  SNOOPING 


IKnow  your  questions.  Focus,  focus,  fo- 
cus. The  Net  won't  help  you  narrow 
your  options.  Rather,  it  can  represent  in- 
formation overload. 

2 Understand  the  chaos.  Although  the 
Net  offers  a  free  information  flow,  it 
also  carries  a  lot  of  nonsense  and  infor- 
mational static. 

3 Swing  like  Tarzan.  Hyperlinks  can  lead 
you  to  unexpected  information  pools. 
Use  them. 

4 Expect  bad  data.  Inaccurate  data  are 
plentiful  on  the  Net,  particularly  in  the 
Usenet  discussion  groups.  Verify  rumors 
and  double-check  the  so-called  facts. 

5 Don't  expect  analysis.  You'll  have  to 
interpret  the  information  you  find. 


6 Appreciate  the  power  of  electronic 
chitchat.  Freewheeling  Usenet  discus- 
sion allows  you  to  catch  sight  of  industry 
trends  or  technology  developments  far 
ahead  of  official  government  filings  or  tra- 
ditional news  reports. 

7 Let  your  fingers  do  the  walking.  In- 
dexes such  as  Lycos,  Yahoo!  and  Deja 
News  can  be  powerful,  time-saving  infor- 
mation-gathering tools. 

8 Appreciate  Web  self-promotion.  Cor- 
porate home  pages  are  usually  self-ag- 
grandizing and  filled  with  the  kind  of  de- 
tailed information  that  the  official  media 
dismiss  as  not  newsworthy  and  that  they 
don't  bother  to  report.  But  you  can  often 
glean  enlightening  tidbits  about  the  com- 
pany and  the  market  it  serves. 


9 Recognize  patterns.  Conduct  word 
searches  on  downloaded  documents. 
Look  for  patterns.  How  many  times  does 
a  particular  word  or  phrase  appear?  Words 
such  as  agreement  or  alliance  reveal  strate- 
gies a  company  may  not  explicitly  state  but 
implicitly  describes. 

1/\  instant  information  does  not  mean 
V current  information.  Just  because 
the  information  instantly  pops  up  on  the 
screen  doesn't  mean  it's  timely.  Note  the 
dates  on  the  files  you  download. 

— Leonard  Fidd 

Leonard  Fuld  is  founder  ofFuld  &  Co.,  a  corpo- 
rate research  and  analysis  firm  in  Cambridge, 
Mass.  His  books  include  The  New  Competitor 
Intelligence  (John  Wiley  &  Sons,  1995). 


is  to  stop  you  from  making  use  of  it?" 

Says  Leland  Altschuler,  chief  attorney  in  the  San  Jose 
office  of  the  U.S.  Attorney  for  the  Northern  District  of 
California,  "Unless  national  security  is  involved,  we 
generally  need  to  see  substantial  damages  before  we'll 
take  on  a  case." 

Jim  McMahon,  founder  of  the  San  Jose 
Police  Department's  High-Tech  Crime 
Squad  and  now  a  private  security  con 
sultant  in  Santa  Clara,  Calif.,  is 
more  direct:  "One  hundred  fifty 
thousand  dollars  is  the  min- 
imum before  the  Feds  will 
notice." 

What  about  a  small-time, 
white-collar  snooper  who 
roots  around  a  competitor's 
database  looking  for  useful 
information? 

"We'll  take  a  hard  look  at 
any  case  that  comes  to  our 
attention,"  Altschuler  an- 
swers quickly,  then  pauses. 
"But  a  lot  of  companies 
have  no  interest  in  pursu- 
ing the  cases.  Publicity 
about  security  flaws  and  breaches  is  almost  certain  to  bring 
about  unwelcome  repercussions  either  on  Wall  Street  or  in 
shareholder  litigation." 

Tracking  electronic  perpetrators  requires  persistence  as 
well  as  technical  flair.  If  the  tracking  is  not  going  to  be  in- 
troduced as  evidence  in  court,  an  Internet  service  provider 


UNABUMMER  Espionage  meets  terrorism  with  the  planting  of 
computer  programs  that  trigger  mischief  on  a  certain  date. 


(ISP)  can  link  an  account  to  a  particular  session's  IP  address 
so  any  further  espionage  can  be  traced  back  to  that  address. 

But  it's  a  complicated  process  that  requires  tap- 
ping the  outgoing  line  (called  attaching  a  "pen 
register"  in  the  trade)  while  simultaneously 
logging  the  account  through  a  maze  of  POPs 
(points  of  presence)  and  ISPs. 

That  doesn't  mean  the  police 
aren't  trying  to  apply  wiretap  laws 
to  the  Internet.  Late  in  1995,  the  dis- 
trict attorney's  office  filed  the  first  case 
that  involved  a  wiretap  on  an  e-mail  ac- 
count. The  indictment  followed  a  seven- 
month  surveillance  of  a  Com- 
puServe account. 

Nevertheless,  the  advantage 
still  lies  with  the  snooper.  "I'm 
very  pro-law  enforcement,"  ex- 
plains security  consultant  Ray 
Jarvis,  "but  it  is  very  difficult  to 
get  the  cops  to  take  on  any 
high-tech  cases.  The  good  guys 
just  don't  have  the  tools  and  the 
sophistication  to  tackle  com- 
puter frauds." 

The  bottom  line?  Few 


intellectual  crime  cases  get  filed. 

A  GREAT  PLACE  TO   BE  A  CRIMINAL 

After  a  night  of  trolling  through  the  Internet,  logging 
on  to  hacker  bulletin  boards  and  joining  several  Internet 
relay  chats  about  "warez"  (tools  for  snooping),  Detective 
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ENJOY       THE  GAIN. 


AVOID  THE 


PAIN 


It's  happened  before.  It  will  happen  again.  Just  when  it  seems  the  stock  market  will  keep 
going  up  as  it  did  in  1 995,  it  suddenly  changes  directions.  And  that  can  be  a  very  painful  experience. 

Fortunately,  there's  a  simple  way  to  obtain  some  protection  for  your  current  gains  from 
adverse  swings  in  the  broad  market:  OEX® — S&P  100®  Index  Options  on  the  Chicago  Board 
Options  Exchange. 

With  a  single  investment  in  OEX  you  can  take  a  defensive  position  in  100  Blue  Chip  Stocks — 
widely  held  stocks  like  GE,  AT&T  and  General  Motors  that  traditionally  have  reflected  overall 
market  performance. 

Contracts  are  settled  in  cash.  No  need  to  alter  your  portfolio.  And  they're  the  most  widely 
traded  options  in  the  world,  with  almost  70  million  contracts  traded  in  1995. 

So  while  you're  enjoying  your  gains,  find  out  how  easy  it  is  to  avoid  future  pain  with  OEX 
options  on  the  CBOE,  the  largest  options  exchange  in  the  world.  Visit  our  WEB  site  at 
http://www.cboe.com  or  call  1-800-OPTIONS  to  reserve  space  at  a  Chicago 
seminar  or  to  receive  an  Investing  Kit. 


The  ChcagoBoard 

Options 

Exchange 


Expanding  the  world's  investment  options 


Options  involve  risk  and  are  not  suitable  for  everyone  Prior  to  buying  or  selling  options  an  investor  must  receive  a  copy  ot  Characteristics  and  Risks  ot  Standardized  Options  Horn  their 
broker  or  the  Chicago  Board  Options  Exchange,  400  South  LaSalle,  Chicago,  I L_ ,  60605  OEX'  is  a  registered  trademark  of  The  Chicago  Boaid  Options  Exchange.  Inc  S&P  100  "'  is  a 
registered  trademark  of  McGraw-Hill  Inc.  and  is  licensed  for  use  by  The  Chicago  Board  Options  Exchange,  Inc  ©1996,  The  Chicago  Board  Options  Exchange,  Inc 


mm 


Michael  Menz  of  the  Sacramento  Valley  High-Tech  Crime 
Task  Force  is  tired.  He  has  talked  one  hacker  into  giving 
him  his  e-mail  address  by  pretending  to  have  software  to 
trade,  after  watching  thousands  of  illicit  conversations  scroll 
along  his  screen. 

But  realistically,  would  this  cybercop  ever  catch  a  crook 


like  this?  Menz  winces.  "You  must  be  crazy.  There  are  mil- 
lions of  otherwise  responsible  citizens  dabbling  in  this  kind 
of  thing.  There  are  probably  less  than  100  trained  investi- 
gators monitoring  the  Net  with  any  regularity. 

"If  you  want  to  get  away  with  a  crime  today,  do  it  using 
a  computer."  ■ 


KILL  OR  BE  KILLED 


Think  you're  a  character  in 
nothing-nothing!-you  can 

My  goodness,  corporate  spying  is  ro- 
mantic! "We're  living  in  Tom  Clancy- 
land,"  one  executive  told  me.  It  sounds  a 
little  befuddling. . .  and  scary:  What  does 
one  do  in  Tom  Clancyland?  What's  the 
food  like?  Does  everyone  have  a  paunch 
and  wear  aviator  sunglasses?  The  execu- 
tive went  into  a  spiel  about  how  former 
CIA,  Stasi  and  KGB  agents  were  hiding  be- 
hind every  potted  plant  in  corporate 
America.  The  White  House  Office  of  Sci- 
ence and  Technology  backs  him  up.  Ac- 
cording to  the  agency,  business  espionage 
costs  U.S.  companies  $100  billion  a  year 
in  lost  sales,  but  here's  the  fillip:  Most  of 
the  espionage  is  done  by  U.S.  companies. 
We  no  longer  spy  on  countries  behind  the 
Iron  Curtain  but  we  spy  on  each  other. 
The  Cold  War  has  been  inverted. 

Conventional  spying  wisdom  dictates 
that  your  competitors  will  stage  late-night 
raids  and  use  wily  agents  to  ply  your  sec- 
retary with  flowers  in  order  to  give  out 
phone  numbers  from  your  card  file.  But 
we're  entering  a  new  age  of  spying.  Cor- 
porate espionage  has  taken  a  different  tack 
because  of  computer  networks.  Hack  into 
a  system  and  you  can  find  out  a  company's 
secrets — click! — just  like  that. 

Here's  the  kicker:  Although  the  pro- 
liferation of  computer  networks  makes 
companies  more  susceptible  to  break-ins, 
much  of  the  snooping,  stealing  and  (info) 
selling  comes  from  within. 

Consider  this:  When  Bernard  Mayles 
left  jobs  with  Merck  &  Co.  and  Schering- 
Plough,  he  took  their  drug  manufactur- 
ing secrets  with  him.  In  1991,  Mayles 
was  convicted  of  trying  to  sell  those 
secrets  for  $1.5  million. 

Or  this:  General  Motors  filed  a 
civil  lawsuit  against  nine  ex-employ- 
ees, claiming  they  took  confidential 
reports  on  future  car  development  plans 
with  them  when  they  joined  Volks- 
wagen. One  of  those  accused,  now  VW's 
chief  of  worldwide  manufacturing,  de- 
nies the  charge. 


a  Tom  Clancy  novel?  You  are!  And  there's  just  about 
do  about  it  Welcome  to  Corporate  Spying  circa  1996. 


Just  listen  to  what  David  Remnitz,  30, 
the  chief  executive  officer  of  Interactive 
Futures,  a  respected  security  company, 
says:  "You  can't  trust  your  own  people." 
That's  a  fact  that  keeps  $1  million  pour- 
ing into  his  company's  coffers  every  year. 

Most  security  experts  estimate  that 
50%  to  80%  of  the  information  that's 
stolen  comes  from  insiders.  Maybe  the 
thief  is  a  disgruntled  employee  or  a  back- 
stabbing  profiteer.  Workers  have  some 
justification  for  being  turncoats:  Large 
companies  have  shown  a  lack  of  loyalty  to 
their  employees  by  downsizing  zillions  of 
workers.  The  result?  Kill  or  be  killed. 

Usually,  however,  the  moral  circum- 
stances are  much  more  ambiguous.  Maybe 
it's  the  guy  who  wants  to  evaluate  his  own 
evaluation,  then  gets  steamed  by  his  low 
marks  ("I  did  not  'screw  up'  that  project!") 
and  changes  the  comments  because  he 
worries  he  won't  get  promoted.  Some 
companies  put  two  teams  on  the  same 
project,  pitting  them  against  each  other. 
The  rivals — fellow  workers  really — hack 
into  the  other  team's  plans  and  mess  with 
them.  (That  actually  happened  at  a  data- 
base company.)  Or  how  about  the  guy  who 
keeps  getting  the  evil  eye  from  clients 
whenever  he  shows  up  for  appointments? 
One  day  he  notices  that  changes  have  been 
made  to  his  schedule.  A  menacing  hack- 
er? Nope.  He  strongly  believes  "Albert" — 
the  sales  guy  down  the  hall  who  wants  his 


job — did  the  dirty  work. 

Many  executives  just  sniff  at  the  idea 
that  espionage  is  even  going  on.  These 
Naive  Waifs  don't  take  security  precau- 
tions and  would  never  spy  on  a  competi- 
tor. (Yo!  Naive  Waifs:  Start  getting  your 
resumes  together.)  Then  there  are  the 
Blind  Isolationists:  Companies  that  forti- 
fy so  much  that  they  become  paranoid.  Fi- 
nally, we  have  the  Spy  Catchers:  compa- 
nies that  actively  spy  on  other  companies. 

Naive  Waifs  bring  morality  to  the  spy- 
ing game;  Blind  Isolationists  know  how  to 
protect  themselves;  and  the  Spy  Catchers 
are  aware  of  their  competitors'  moves. 

Use  a  combination  of  these  approach- 
es. Put  together  a  security  committee  to 
address  risks.  Hire  an  outside  computer 
security  company  that  can  pinpoint  your 
weaknesses.  Plan  countermeasures.  If  a 
competitor  starts  stealing  information, 
then  you  can  have  something  up  your 
sleeve  to  try  to  stop  the  leaks.  Yes,  I'm  ad- 
vocating blackmail:  Have  "something"  on 
everyone.  It  could  be  your  competitor's 
extramarital  affair,  love  of  LSD  or  associ- 
ation with  Pat  Buchanan. 

Don't  kid  yourself.  People  will  try  to 
break  into  your  system.  Don't  sit  in  your 
corner  office  believing  in  the  goodness  of 
humanity.  That's  idiotic  — you're  in  Tom 
Clancyland. 

— Gary  Andrew  Poole 
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Let  us  wring  the  waste  out  of  your 
phone  system  spending. 


URGE  buys,  sells,  trades  and 
taairs  to  save  you  up  to  60%. 

i  There  are  dozens  of  telecom  companies 
I  only  one  SOURCE:  America's  single- 
irce  provider  of  telecom  systems  and 
lintenance. 

At  SOURCE,  we  handle  every  brand  of 
hne  system  in  existence.  And  we 
hw  them  backwards  and  forwards, 
we  can  help  you  choose  the 
lupment  that's  perfect  for  your 

Call 


company.  And  even  sell  or  trade  your  old 
system  for  you. 

When  pre -owned  equipment  makes  more 
sense,  we'll  find  a  perfect  fit  for  you.  In 
fact,  we  have  an  actual  trading  floor  where  we 
match  available  equipment  with  the  needs 
of  Forbes  500  companies  across  America. 

Plus,  you'll  sleep  well  knowing  that 
all  our  pre-owned  equipment  is 
J    "SOURCE  Certified"  to  meet  or  surpass 
factory  specs,  with  an  industry-leading, 


one  year  advance  replacement  guarantee  on 
parts  and  labor. 

Repairs?  We  consistently  turn  them 
around  in  under  10  days,  with  an  inventory 
of  25,000  serially  bar-coded  parts  available 
for  same-day  shipping  that's  unmatched  in 
the  industry. 

The  bottom  line:  we'll  put  the  control  of 
your  telecom  spending  back  in  your  hands. 

And  isn't  that  just  where  it  should  be? 


today  for  more  information  or  our  free  brochure. 
Save  The  Phones  In  The  90s"  1-800-406-8705 


SOURCE 


UUNET  Canada:  +1  800  463  81 23  UUNET  PIPEX:  +44  (0)  1 223  250  100  EUnet  Germany:  +49  (0)  231 
VARs/Resellers:  +1  703  206  5796  Other  inquiries:  +1  703  206  ^ 

©1 996  UUNET. Technologies,  Inc.,  Fairfax,  VA.  All  rights  reserved.  UUNET  is  a  registered  trademark  and  The  Internet  At  Work 
is  a  trademark  of  UUNET  Technologies,  Inc.  All  other  marks  are  the  property  of  their  respective  owners.  NASDAQ:  UUNT 


DO    YOU    KNOW   WHERE    YOUR   DATA    IS   TONIGHT?   THESE    GUYS  DO 


WE  ASKED  THREE  FORMER  HACKERS  AND  A  SECURITY 
[EXPERT  TO  DISCUSS  TECHNOLOGY'S  LATEST  GROWTH 
(INDUSTRY:  ESPIONAGE.  WHAT  WE  LEARNED  WILL  SCARE  YOU. 


EDITED    BY    GARY    ANDREW    POOLE    •    PHOTOGRAPHY    BY    WILLIAM    MERCER  McLEOD 


I  In  a  hotel  suite  across  from  Oracle,  three  former  hack- 
|ers  gaze  at  the  company's  headquarters.  They  laugh.  They 
tell  us  how  they  could  cripple  the  database  company.  It 
wouldn't  even  be  hard.  They — or  skilled  hackers  hired  by 
a  competitor — could  peek  into  Oracle's  financial  docu- 
ments. Listen  to  important  cellular  phone  conversations. 
Or  wipe  the  company's  computers  out  with  one  electro- 
magnetic pulse  fired  from  a  $300  ray-gun.  With  enough 
money  and  expertise,  espionage  experts  could  even  ma- 
nipulate— yes,  manipulate — Oracle's  stock  price. 

It  could  never  happen,  you  say.  Actually ...  it  could. 
The  fourth  person  in  the  room — a  security  specialist — 
acknowledges  that  it's  futile  to  try  to  plug  every  hole  at  a 


company.  Most  companies  are  not  well  prepared  and  are 
poised  to  lose  billions  of  dollars.  They  all  say  there  will 
be  a  day  when  there  is  an  all-out  war  against  corporations. 
That  day,  they  warn,  is  coming  soon. 

To  find  out  why  companies  are  becoming  so  vulnera- 
ble to  attacks,  we  gathered  four  brilliant  "security  experts" 
to  discuss  the  problem.  All  the  participants  are  in  their 
20s.  Only  one  has  finished  college.  But  all  can  break  into 
your  system  and  easily  monitor  (and  probably  alter)  data, 
if  they  so  chose. 

They  predicted  a  wave  of  criminal  hacking.  "There's 
going  to  be  total  escalation,"  promised  one  young  man 
known  as  the  Dark  Tangent. 


FROM    ALMOST   ANYWHERE    THEY    CAN    OPEN    YOUR    PC   AND    BLOW    OUT    ITS  BRAINS 
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Firewalls  are  hard  on  the  outside,  crunchy  on  the  inside.  Once  you  are 
jinside,  it's  just  payday.  You're  in  heaven.  Companies  are  totally  clueless 
[when  it  comes  to  client/server  security.  They're  just  open-everywhere. 


FROM    PASSIVE   SNOOPING   TO   ACTIVELY    MANIPULATING    DATA.   TOTAL  ESCALATION 


jUSAP:  Say  you  wanted  to  show 
that  Bill  Gates  was  slowly  going 
[Insane. 

)une:  We  already  know  he  is  

iLaughter.] 

ftSAP:  How  could  you  spread 
false  rumors — through  e-mail — 
fto  show  that  he's  losing  it? 
'{Tangent:  Are  you  talking  inside 
the  Microsoft  company? 
I\SAP:  Inside  and  outside. 

vlatt:  Spoofing  e-mail  [when  a 
macker  impersonates  another 
merson]  would  be  the  easiest 
|vay.  Anyone  can  do  it. 

Tangent:  Yeah,  it's  simple. 

Vlatt:  I  could  show  you  how  to 
jpo  it  in  five  seconds. 

Dune:  There  are  scripts  that  do 
It  for  you. 

1VJAP:  Does  it  happen?  Are  there 

people  who  do  it? 
Tangent:  Do  you  know  Bird?  I 
hought  I'd  bring  him  up.  Bird, 
his  guy,  he  monitors  all  of  my 
nbound  and  outbound  mail.  So 
Jiat  everything  I  get  and  every- 
hing  I  send  is  monitored,  and 
t  has  been  that  way  for  about  a 
^ear.  So  I  never  know  if  what 
I'm  getting  is  really  my  mail  or 
something  doctored  up  for  me. 
Watt:  Why  is  someone  launder- 
ng  your  mail? 

Tangent:  I  don't  know.  He  finds 
it  interesting  or  something.  Ac- 
tually he's  vengeful.  Everything 
I  send  out  I  don't  know  if  the 


other  people  receive  it  in  the 
same  fashion  that  I  send  it  out, 
because  he  is  sitting  in  between 
me  and  the  rest  of  the  network. 
If  you  did  the  same  thing  to  Mi- 
crosoft you  could  wreak  all  kinds 
of  havoc. 

Dune:  Yeah,  it  just  depends  on 
how  sophisticated  you  want  to 
get. 

Tangent:  You  could  do  anything 
you  want. 

ASAP:  Back  to  Bill  Gates. 
Dune:  So  you  really  want  to 
spoof  his  e-mail? 
Matt:  Your  best  option  would  be 
to  find  someone  who  has  already 
penetrated  Microsoft's  network. 
There  are  people  in  Microsoft 
who  will  help  you.  Without  a 
doubt,  Microsoft,  like  many 
other  companies,  has  been  com- 
promised. It's  a  known  fact. 
Dune:  Yeah,  it's  been  done. 
ASAP:  How  do  you  find  the  peo- 
ple who  have  penetrated  Mi- 
crosoft? 

Dune:  Talk  to  the  hacker  com- 
munity. 

Tangent:  If  that's  your  goal, 
sure.  But  when  I  come  across  in- 
dustrial espionage  people  they 
ask,  "We  want  to  get  the  HMO 
database.  How  do  we  get  to  the 
HMO  database?  We  want  the 
customer  list."  Spoofing  Gates 
is  more  like  a  government  es- 
pionage thing. 


ASAP:  All  of  you  have  been  ap- 
proached by  people  who  are  in- 
terested in  industrial  espionage. 
Are  they  more  interested  in 
monitoring  or  altering? 
Everyone:  Monitoring. 
ASAP:  So  it's  not  going  out  and 
destroying  stuff  or  changing  in- 
formation. 
Everyone:  No. 

Tangent:  But ...  I  think  we're  at 
the  infancy  of  industrial  espi- 
onage. It's  going  from  passive 
snooping  to  actively  manipulat- 
ing data. 

ASAP:  Any  early  evidence? 
Tangent:  There's  one  company 
that  does  all  its  security  credit 
transactions  over  the  Net.  So, 
let's  say  I  want  to  bill  $50  to  ac- 
count number  XYZ.  I  can  do 
that.  So  when  you  want  to  at- 
tach a  charge,  you  send  them  e- 
mail  in  plaintext  saying  that  this 
is  the  account  I  want  it  to  go 
into.  And  they  receive  hundreds 
oi  pieces  of  mail  every  day  with 
tens  of  thousands — with  hun- 
dreds of  thousands — of  dollars 
coming  in.  And  if  you  really 
wanted  to,  if  you  knew  about  the 
service,  you  could  sit  outside 
that  gateway  and  you  could  sub- 
stitute your  account  number  for 
every  one  of  those  account 
numbers.  And  in  about  two  or 
three  days,  before  anybody 
caught  on,  you  could  have  mil- 


lions and  millions  of  dollars.  In 
three  easy  steps,  you  could  take 
it  over. 

ASAP:  What  company  is  this? 
Tangent:  I  know.  I'm  not  going 
to  tell  you.  I  do  not  want  to  be 
sued.  But  there's  a  bank  here  in 
California  that  does  that,  too. 
There's  a  three-hour  window  of 
opportunity  where  they  don't 
do  a  verification  of  funds. 
ASAP:  Is  it  just  sloppiness,  or ...  ? 
Tangent:  Yes.  Oh,  they'll  fix  it, 
but  there's  plenty  of  opportuni- 
ty to  take  money  if  you  want  to 
get  it. 

jeromie:  It's  more  than  sloppi- 
ness. It's  systemic.  Companies 
are  totally  clueless  when  it 
comes  to  client/server  security. 
They're  just  open — everywhere. 
ASAP:  Are  there  companies  hir- 
ing hackers  to  break  into  com- 
petitors? Does  that  go  on? 
Tangent:  Sure. 
Jeromie:  Absolutely. 
Matt:  It's  no  different  than  the 
real  world;  there  is  actual  in- 
dustrial espionage  going  on. 
Someone  might  work  for  com- 
pany A,  but  he  is  actually  em- 
ployed by  company  B  to  work 
there.  It's  the  same  exact  thing 
with  computer  security.  You've 
got  people  who  are  actually 
hired  to  obtain  jobs  with  com- 
petitors specifically  for  the  pur- 
pose of  gaining  physical  access 
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If  you  are  freaking  out  about  getting  on  the  Net  because  of  the  security, 
then  you're  under  the  false  assumption  that  your  network  is  already 
secure.  I  can  go  into  just  about  any  company  in  the  U.S.  and  find  gaping  holes. 


KNOWN    FACT.    IF    YOU    REALLY    WANT    TO    FIND    OUT    HOW,    TALK    TO    THE  HACKERS. 


Name:  Jeromie  W.  Jackson 
Age:  23 

Known  as: Jeromie  W.Jack- 
son (no  handle) 
Current  employment:  Secu- 
rity consultant,  Garrison 
Technologies,  an  Austin, 
Tex. -based  information  sys- 
tems security  firm 
Education:  Attended  South- 
western College  in  San 
Diego,  where  he  studied 
computer  information  sys- 
tems and  networks 
Last  book  read:  A  Guide  to 
Understanding  Security  Mod- 
eling in  Trusted  Systems,  pub- 
lished by  the  NSA's  Nation- 
al Computer  Security  Center 
(the  book  is  better  known  as 
"the  Aqua  Book") 
Known  for:  Information  sys- 
tems, network  analysis  and 
firewalls 

Why  he  doesn't  want  to  be  a 
hacker:  "Man,  they  should 
grow  up.  They're  just  a 
bunch  of  knee  biters." 
E-mail  address:  jeromie 
©garrison. com 


to  their  network. 
ASAP:  What  information  are 
they  looking  to  steal? 
Matt:  It  happens  a  lot  in  the  de- 
fense industry.  Defense  con- 
tractors will  oftentimes  bid  for 
the  same  contract,  and  one 
company  will  try  to  figure  out 
what  the  other  company  has  bid, 


simply  to  underbid  them  or  to 
perhaps  find  out  if  they  were 
planning  on  approaching  the 
contract  in  the  same  fashion. 
This  creates  multiple  windows 
of  opportunity  for  the  snooping 
party  in  terms  of  being  able  to 
reorganize  their  contract. 
ASAP:  Could  you  change  your 
competitor's  bid? 
Matt:  No,  that  would  be  imme- 
diately seen.  Somebody  would 
catch  that. 

Tangent:  There's  a  lot  of  coun- 
terintelligence- and  counteres- 
pionage-type stuff.  That  hap- 
pens all  of  the  time  in  the 
defense  industry.  I've  heard  hor- 
ror stories.  The  boardroom 
would  have  stereo  mikes  at  both 
corners  and  microphones  plant- 
ed above  them  and  everything. 
They  lost  three  defense  con- 
tractor bids — each  one  by  about 
$1,000.  They  were  multimil- 
lion-dollar bids.  So  the  other 
people  knew  exactly  what  they 
were  going  to  bid  and  bid 
$1,000  underneath  them.  They 
lost  three  contracts.  They,  of 
course,  didn't  share  any  of  that 
with  the  stockholders.  They  just 
wrote  it  off  as,  like,  a  $800  mil- 
lion loss,  because  they  are  not 
about  to  tell  their  shareholders 
that  their  security  sucks  and  they 
just  got  bent. 

ASAP:  How  about  other  things 
that  competitors  look  for? 
jeromie:  I've  actually  been  asked 


I  by  someone  to  do  this  before.  I 
knew  a  guy  in  San  Diego  that 
I  resold  refurbished  PBX  equip- 
ment, phone  equipment.  He 
bought  systems  from  a  broker 
in  New  York  that  found  PBXs 
from  all  around  the  world.  The 
guy  in  San  Diego  wanted  me  to 
monitor  the  broker's  line  in 
New  York  to  find  out  where  he 
was  getting  the  PBXs.  Because  if 
he  could  do  that,  he  could  cut 
out  the  middleman  and  make 
20%  more. 
ASAP:  Did  it  work? 
Jeromie:  I  don't  know.  I  turned 
him  down. 
I  [Laughter  from  everyone.] 

ASAP:  How  much  did  he  offer  to 
I  pay  you? 

Jeromie:  He  didn't  give  me  a  fig- 
I  ure.  He  just  asked  me  if  I  was 
I  willing  to  do  it. 

ASAP:  How  much  would  it  cost 
I  to  do  something  like  that? 
Tangent:  It  just  all  depends. 
ASAP:  Is  it  like  $5,000  or  some- 
thing like  that?  How  much 
would  you  charge? 
Dune:  A  16-year-old  would  say, 
"Give  me  $50  so  I  can  get  me 
some  beer!" 

Matt:  Maybe  there  should  be  a 

minimum  wage  for  hackin'  

Tangent:  I've  been  offered 
$10,000  to  get  a  customer  list 
from  a  Web  server. 
Dune:  Really? 

Tangent:  Yeah.  It  wasn't  even  all 
that  well  protected. 


ASAP:  Did  you  do  it? 
Tangent:  No. 
ASAP:  How  come? 
Tangent:  I  don't  know.  What 
happens  if  the  other  company) 
gets  in  trouble  or  something?  I| 
don't  need  10  grand  that  badly  4 
It's  interesting.  It's  fun  to  be  ap^ 
preached  with  that  stuff. ... 
ASAP:  You  didn't  turn  them  in?! 
Dune:  To  who?  Just  because! 
they  asked  him  a  question? 
ASAP:  What  kind  of  firm  asked 
you  to  hack  into  its  competitor's 
system? 

Tangent:  They  were  in  mail  or- 
der. They  just  wanted  the  comi 
petitor's  mailing  list.  I  guess  ilj 
would  be  fairly  obvious  because) 
all  of  a  sudden  all  of  your  cus^ 
tomers  would  start  buying  from; 
somebody  else.  But  they  weren't) 
too  terribly  concerned. 
ASAP:  How  would  you  go  about 
doing  that? 

Tangent:  That  system  had  some) 
pretty-known  holes.  You  coulq 
just  go  right  in.  They  stole  a  loll 
of  their  customers  off  the  Web! 
page.  I  probably  could  hava 
gone  right  into  the  database. 
ASAP:  Tell  us  in  real  plain  Engi 
lish  how  you  would  do  it. 
Matt:  Anytime  anyone  registers 
for  a  service  or  product  over  the 
Web,  they  input  data,  like  theiu 
name,  phone  number,  credit 
card  information,... into  a  form! 
and  submit  it  to  a  particulatl 
computer.  Whoever  the  cus-^ 


Prank  #1: 

Baby 

Monitors 

Our  roundtable 
Inughs  about  their  five  , 
funniest  tricks. 
ASAP:  You  guys 
know  anything  | 
about  baby  moni-  | 
tors? 

Everyone:  Yeah. 

[Laughter.] 
Dune:  We  scored 
on  the  baby  moni- 
tors. I  went  to  Boe-  I 
ing  surplus  one  day  | 


in  Seattle,  and  I 
picked  up  the  stan- 
dard 49-megahertz 
transmitter.  Three 
channels,  the  space 
patrol.  I  got  them 
for  like  $5,  so  it  was 
a  deal.  I  brought  the 
thing  home,  and 
they  had  the  head- 
sets that  you  use  for 
firing  weapons  and 
stuff,  the  ear  protec- 
tion. They  have  the 
boom  mike  off  of  it. 
I  said  okay.  Cool.  So 
I  was  messing  with 


them.  I  just  turned  it 
on  to  see  if  it 
worked.  I  noticed 
the  baby  monitor. 
There's  a  house  that 
was  two  houses  over 
that  did  day  care,  so 
they  always  had 
children  over  there. 
So  I  heard  the  baby 
monitor,  and  I 
thought  it  was  prob- 
ably them.  So  I  got 
on  there  and  said, 
"This  is  Satan.  We 
have  your  children." 
[Laughter.] 
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FOUR  REASONS 
WHY  TOSHIBA  SELLS  MORE 
PORTABLES  THAN  ANYONE. 


Satellite 

When  it  comes  to  price,  performance 
and  value,  nothing  comes  close  to  the 

Satellite'  Series.  These  feature-rich 
models  make  it  possible  for  everyone 

to  have  power  and  performance  in 
an  inexpensive  notebook. 


Satellite  Pro 

With  Satellite  Pro" you  can  get 
affordable  CD-ROM  and  portability 
in  a  multimedia  notebook.  This 
series  offers  the  advanced  features 
and  power  usually  found  in  much 
more  expensive  machines. 


PORTEGE 

The  awardwmnmg  Portege '  Series 
defines  high  performance  in  uktaptrnablc 
computers.  At  under  five  pounds,  these 
super-lightweight  notebooks  are  packed 
with  features  you'd  only  expect  from 
full-size  computers. 


Tecra"embodies  the  absolute  litest 
and  greatest  in  portable  technology. 
With  the  fastest  Pentium"  processors 
and  most  innovative  features  on  the 

market,  Tecra  notebooks  are  the 
ultimate  in  power  and  performance. 


Satellite,  Satellite  Pro,  Portege  and  Tecra.  Quite  possibly  the  best  reasons  there  are  for  buying  a  portable  computer.  Four  distinct 
"oshiba  notebook  lines  assure  that  whatever  your  needs,  there's  one  uniquely  suited  to  you.  Toshiba  portables  offer  uncompromised 
quality,  and  are  recognized  by  the  computer  industry  for  technical  superiority.  And,  Toshiba  has  award-winning 
customer  service  and  support.  That's  why  Toshiba  sells  more  portables  than  anyone  in  the  world.  Need  any 
'Ms "71     more  reasons?  Call  1-800-457-7777  for  more  information  or  a  dealer  near  you. 


In  Touch  with  Tomorrow 

TOSHIBA 

Toshiba.  The  World's  Best  Selling  Portable  Computers. 

©1996  Toshiba  America  Information  Systems.  Inc  All  products  indicated  by  trademark  symbols  are  trademarked  and/or  registered  by  their  respective  companies 
Intel  Inside  and  Pentium  Processor  Logos  are  trademarks  ot  Intel  Corporation  Product  availability  subject  to  change 


SOME    PRETTY-KNOWN  HOLES. 


ion 


I  could  get  a  hit  list  of  all  of  the  top  executives,  and  put  all  their  cell-phone 
numbers  on  my  watch  list.  Anytime  those  numbers  came  up,  I  would  record 
all  of  the  conversations.  I  could  do  all  this  for  less  than  $2,000.  It's  pitiful. 


THEY    STOLE    A    LOT    OF    THEIR    COMPETITOR'S    C  U  S  T  0  M  E  RS  •  OF  F    THE    WE.B  -PAGE 


Prank  #2: 
The  Garage 
Door  Revolt 

Dune:  Okay,  the 
schematics  for  that 
were  published  in  a 
magazine  a  few 
years  ago.  About  a 
month  after  that 


I  magazine  came  out, 

|  somebody  sent  me 

j  in  the  mail  a  news- 

j  paper  story.  It  had  a 

j  paragraph  about  the 

day  of  the  great 

!  garage  door  revolt. 

!  Basically,  some- 

I  where  in  California 

I  or  something, 


somebody  got  up  on 
a  hill  with  a 'device 
and  opened  every- 
body's garage  door 
[within]  about  two 
miles. 

ASAP:  Gee,  who 
could  have  done  it? 
[Knowing  laughter.] 
Tangent:  Sweet. 


tomer  is  submitting  their  data 
to  usually  keeps  the  information 
in  a  plaintext  file  on  that  same 
computer.  You  reach  that  file, 
and  you  have  that  data. 
ASAP:  It's  that  easy!  How  long 
would  it  take  you? 
Matt:  It  all  depends  on  who  is 
storing  that  data, 
jeromie:  And  how  it  is  stored, 
and  where  it's  stored. 
Dune:  If  your  Windows  ma- 
chine has  a  PPP  link  it  would  be 
pretty  damn  easy  to  get  into — 
actually  it  would  be  very  easy  to 
get  into.  Especially  if  they  are 
sharing  out  a  drive  and  sharing 
out  a  directory.  As  opposed  to  a 
no-name  operating  system  that 
not  too  many  people  use  that 
nobody  knows  about.  Breaking 
into  that  would  be  quite  a  bit 
harder. 

ASAP:  Switching  subjects,  how 
would  you  monitor  someone's 
cell-phone  conversation? 
Tangent:  Buy  a  product  off  the 
shelf. 

Matt:  Anybody  with  a  scanner 
can  do  that. 

Tangent:  That's  the  way  to  do 
that.  If  I  were  going  to  find  out 
what  is  going  on  at  Oracle,  I 
could  probably  go  over  there 
with  a  complete  cell-site  moni- 
toring system  for  like  $2,000 
that  wo-ild  monitor  the  A  and  B 
channel,  even  and  odd.  I  could 
sit  in  that  parking  lot  and  any- 
body that  was  foolish  enough  to 
use  a  cellular  phone... 
ASAP:  Where  would  you  buy 
that? 

Tangent:  Anywhere.  You  can 

mail-order  it. 

ASAP:  What  does  the  system 


look  like? 

Matt:  Imagine  a  radio  that  lis- 
tens to  cellular-phone  calls. 
ASAP:  So  you  can  just  hear  all  the 
conversations? 

Tangent:  Yeah,  except  these  arc 
a  little  smarter.  They  can  de- 
code some  of  the  data  so  they 
can  tell  you  what  number  is  call- 
ing or  what  number  they  are 

calling  You   need   a  cell 

phone,  and  a  laptop  with  four 
serial  ports. 

Dune:  Yeah,  a  laptop,  a  cell 
phone,  and  a  device  that  inter- 
faces the  two.  You  can  monitor 
and  follow  calls  [if  you  leave  one 
cell  site  and  go  into  the  next, 
you  can  follow  the  handshake, 
thus  follow  the  conversation];  it 
will  snag  what  is  called  the  for- 
ward data  channel  information, 
which  contains,  among  other 
things,  the  phone  number  of  the 
cell  phone  that  was  either  being 
dialed  or  dialed  from. 
Tangent:  It's  a  felony  now,  by 
the  way,  because  Congress 
decided  it  is  illegal  to  tune  in 
to  the  public  airwaves  on 
those  frequencies. 


ASAP:  As  a  cell-phone  user,  is 
there  any  way  of  preventing 
that? 

Tangent:  No,  it  is  impossible. 
Anybody  could  sit  outside  of 
Oracle  and  monitor  all  of  their 
channels,  which  means  you  are 
not  going  to  miss  anything. 
Let's  say  I  was  interested  in  the 
CEO.  I  have  the  CEO's  business 
card  and  I  have  his  phone  num- 
ber on  it,  and  I  know  it's  a  cell 
phone,  or  he  gives  me  his  cell- 
phone number.  I  could  program 
in  my  voice-activated  tape 
recorder  and  my  cell-monitor- 
ing device  to  turn  itself  on  any- 
time his  number  is  in  use.  If  I 
put  one  of  these  in  his  house  and 
one  maybe  in  between  the  two 
or  near  the  business,  I  could 
capture  every  single  voice  con- 
versation of  anybody  calling  him 
or  him  calling  out.  I  just  pick  up 
my  tape  and  listen  to  these  calls. 
It  would  be  painless.  It  would  be 
much  easier  than  going  to  his 
house  and  skulking  around  in 
the  dark  and  clipping  onto  his 
phone  lines  and  stuff. 
Dune:  Much  easier. 
Tangent:  If  I  wanted  to,  I  could 
get  a  hit  list  of  all  of  the  top  ex- 
ecutives there,  and  put  all  their 
phone  numbers  on  my  watch 
list,  and  anytime  those  numbers 
came  up,  I  would  record  all  of 
the  conversations.  I  could  do  all 
this  for  less  than  $2,000.  It's 
pitiful. 

ASAP:  When  you  buy  this  kit,  do 
they  give  you  instructions  on 
how  to  use  it? 


Prank  #3: 
Kotel  & 
Casino 

Tangent:  Last  year 
diese  guys  hacked 
into  the  video  sys- 
tem at  the  hotel  and 
they  could  see  which 
room  was  blocked. 
So  they  would  fire 
up  the  pornos  and 
force  them  to  view 
them.  It  was  the 


funniest  thing. 
[Laughter.] 
Tangent:  I  like  the 
bingo  prank. 
Matt:  Yeah,  they 
hacked  into  the 
bingo  system,  found 
the  transmission 
frequency  and 
announced,  "D-7." 
But  there  was  no 
D-7. 

[Laughter.] 
Tangent:  The  bingo 


players.  What  did 
they  do?  Did  they 
just  flip  out? 
Dune:  \  bunch  of 
drunk  old  people 
with  buckets  of 
quarters  and  dimes 
and  nickels. 
Matt:  Then  some- 
one decided  it  u  ould 
be  funny  to  order 
hamburgers  over  the 
bingo  system. 
[Laughter.] 


Name:  Matt  Harrigan 
Age:  2 1 

Former  handle:  Digital  Jesus 
Current  employment:  cio, 
Microcosm  Computer  Re- 
sources, a  San  Diego,  Caiif.- 
based  firm  that  specializes  in 
creating  Web-based  appli- 
cations, network  security  and 
penetiation  testing 
Education:  Attended  North- 
ern Arizona  University 
Hero:  Dennis  Ritchie,  one  of 
the  creators  of  Unix 
Last  book  read:  Chaos:  Mak- 
ing a  New  Science  by  James 
Gleick 

Why  he  went  legit:  "I  found 
it  more  gratifying  to  help  the 
administrators  of  the  ma- 
chines I  had  compromised." 
Any  regrets?  "No,  I'm  hap- 
py where  I  am.  I  do  my  job 
better  based  on  what  I  know." 
E-mail  address:  matth® 


[Laughter.] 
Tangent:  No. 

Matt:  Actually,  their  instructions 
are  specifically  for  Oracle. 
[Laughter.] 

ASAP:  How  would  you  find  out 

how  to  use  it? 

Tangent:  It's  simple. 

ASAP:  Tell  us  how. 

Tangent:  I'd  call  up  the  people 

who  make  the  software  and  I'd 
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nd  for  your  main  course,  they 
make  you  chase  the  cow. 


You're  ready  to  dive  in.  You  want 
to  enhance  your  products  and  ser- 
vices by  placing  the  power  of  the 
Web  directlv  inside  them.  But 
first  you  need  the  proper  tools  — 
flexible  technology  that  works 
across  any  platform,  with  compo- 
nents that  can  be  served  up  and 
implemented  in  a  hurry.  You  also 


May  we  suggest. ..Look  into 
Spyglass.  We're  the  only  partner 
that  offers  Web  technology  kits 
to  order.  We  cater  our  tech- 
nology to  fit  your  needs,  not  the 
other  way  around.  Our  unique 
client/server  components  can 
be  placed  directly  into,  well, 
anything.  Financial  software? 


want  good  service  -  a  partner  www.spyglass.com  Indeed.  Hardware?  Hardly  a 
who  works  with  you  and  delivers  on-time.  problem.  PDAs?  Absolutely.  If  you're  ready 
Unfortunately,  when  it  comes  to  the  truly  to  open  a  whole  new  world  of  opportunity  to 
customized  multi-platform  support  you're  your  business,  your  products  and  customers, 
looking  for,  many  Web  technology  providers  then  contact  Spyglass  today.  We'll  help  you 
are  out  to  lunch.  Make  The  Net  Work. 


S  P YG  LAS  S 

Moke  The  Net  Work™ 


Spyglass,  the  Spyglass  logo,  and  "Make  The  Net  Work"  are  trademarks  of  Spyglass,  Inc.  For  inquiries  call  1  -708-245-66 1 5- 


SENDMAIL    IS    PROBABLY    THE    LARGEST    CAUSE    OF    DATA    CHANGING/LOSS  TODAY 


If  you  had  a  Cessna  and  a  herf  gun,  you  could  fly  over  Silicon  Valley  and- 
POW!-there  goes  Sun  Microsystems  and-POW!-there  goes  Intel.  What  is 
the  good  of  a  herf  gun?  Nothing.  It's  pure  evil.  It's  my  own  nightmare. 


YOU.  HA»VE    TO    SPEND    A    FORTUNE    TODAY   TO    PROTECT   YOUR   ASSETS.    I  U  S  T   A  FACT 


Name:  Jeff  Moss 
Age:  26 

Handle:  The  Dark  Tangent 
Current  employment:  In- 
stalling Web  servers  and  sup- 
port networks  for  Internet 
connectivity.  And  he's  the  or- 
ganizer of  Def  Con,  a  hacker 
conference,  which  will  be 
held  in  Las  Vegas  this  year 
from  July  26  to  28. 
Education:  B.A.  in  criminal  jus- 
tice from  Gonzaga.  Dropped 
out  of  law  school  at  the  Uni- 
versity of  Dayton. 
Major  influence:  The  writers 
Isaac  Asimov  and  Larry  Niv- 
en.  And  Harry  Harrison,  au- 
thor of  The  Stainless  Steel 
Rat  series  of  books  about  an 
oppressive  future.  "Written 
in  a  light  style,"  says  die  Dark 
Tangent. 

Hero:  Harrison  Ford  in  Blade 
Runner 

Last  book  read:  The  Ditmwnd 
Age  by  Neal  Stephenson;  Cy- 
borg Worlds:  The  Military  In- 
formation Society,  edited  by 
Les  Levidow  and  Kevin  Rob- 
bins 

Famous  for:  "Not  going  to 
jail;  also  running  a  bulletin 
board — called  The  Dark 
Tangent  System — full  of  in- 
formation to  help  hackers." 
Why  he  became  a  hacker: 
"Interesting  career  choice. 
Never  a  dull  moment." 
Why  he  stopped  being  an 
"outlaw"  hacker:  "Sooner  or 
later  I  was  gonna  get  caught. 
I  didn't  want  to  go  to  jail.  Jail 
is  a  good  deterrent." 
On  his  mind:  "Privacy  issues 
relating  to  encrypted  mail 
and  networks." 
Web  page;  w«  ilei-con.org 
E-mail  address:  jm@def- 
con.org 


schmooze  them.  I'd  say,  "I'm  an 
enthusiast,  and  I  kind  of  want  to 
listen  to  cell-phone  calls."  If 
they  were  stupid  and  told  you,  I 
guess  they'd  be  committing  a 
felony. 

Dune:  Some  hackers  came  out 
with  some  software  for  the  CTEK 
[cellular  telephone  experi- 
menters kit]  that  specifically 
does  that.  It's  available  on  BBSs 
[bulletin  board  systems]. 
Tangent:  For  cell-phone  com- 
panies it's  legitimate  to  have 
the  software  for  protection  pur- 
poses, so  there  are  companies 
that  legitimately  make  it.  So  if 
you  dummy  up  some  company 
letterhead,  you  can  order  it. 
People  have  it.  It's  not  that 
hard  to  get. 

ASAP:  Does  that  go  on  a  lot?  Are 
there  people  out  there  listening? 
Dune:  Oh,  yeah.  A  rule  of 
thumb:  If  you  are  on  a  cordless 
phone  or  a  cell  phone,  people 
are  listening.  Just  basically  as- 
sume it. 

Tangent:  Especially  if  you're  in 
a  big  company.  You  could  go 
out  to  Redmond  and  I  bet  you 
can  hit  on  Microsoft  and  get  all 
types  of  juicy  information. 
Dune:  Of  course.  How  many 
businesspeople  do  you  know 
that  use  cell  phones?  Just  about 
everybody  has  one. 
Tangent:  My  friend  in  counter- 
!  intelligence  says  the  first  thing 
he  says  when  he  talks  to  cus- 
tomers is,  "Don't  call  from  your 
office  phone.  Don't  call  me 
from  your  cell  phone.  Don't  call 
me  from  your  home  phone.  Go 
to  a  pay  phone  at  lunch."  Peo- 
ple are  good  with  that  because 
it's  all  cloak-and-dagger  for  the 
first  couple  of  weeks.  Then  they 
forget  and  get  lazy. 
ASAP:  So  CEOs  should  be  making 
ail  their  calls  from  a  pay  phone? 
[Laughter.] 

Tangent:  No,  no,  no.  If  a  CEO 

thinks  he  is  being  monitored,  a 
CEO  shouldn't  go  announcing 
that  over  the  intercom  system 
or  picking  up  their  desk  phone. 
In  Seattle,  a  friend  thought 


Prank  #4: 

McDonald's 

Drive-thru 

Dune:  McDonald's 
has  a  similar  service. 
You  know,  all  the 
fast-food  joints  with 
all  the  wireless  head- 
sets. Those  are  fun 
to  hack. 
[Laughter.] 
Tangent:  [Acting  as 


I  the  customer]:  I 
|  want  five  Big  Macs. 
I  Dune:  [Acting  as 


the  McDonald's  em- 


j  ployee]:  That's  a  real 

j  shitty  Corvette 

| 
I 


you've  got  out  there. 
Why  don't  you  get 
the  hell  out  of  here? 

'  [Knowing  laughter. 

I  Naturally,  I 

I  wouldn't  know  any- 


I  thing  ahout  that. 
Tangent:  You  can 

start  some  nasty 
fights  that  way. 
Dune:  The  one  I 

like  the  most  is,  "We 
have  our  dog  food 
special  of  the  day." 
Customer:  "You're 
kidding,  right?" 

|  "Absolutely  not.  It's 

I  McGood." 


maybe  he  was  being  monitored 
by  a  competitor.  It  was  a  pretty 
competitive  business.  He  hires 
a  guy  and  does  a  sweep  of  his  of- 
fice. It's  a  small  company, 
maybe  a  $100  million  company. 

He  doesn't  find  a  bug  but 
finds  a  bug  in  the  building  up- 
stairs. He  wasn't  paying  the 
person  to  sweep  the  other  peo- 
ple's offices,  so  he  ignored  it. 
But  he  kept  a  frequency,  and 
he'd  tune  in  on  his  scanner  to 
see  what  the  investment  house 
upstairs  is  up  to.  What's  the  hot 
stock  for  the  day? 

A  couple  of  months  later,  he 
comes  back  and  sweeps  it  again. 
It  is  still  there.  So  he  said,  okay, 
we  owe  this  guy  a  favor.  My 
friend  has  got  all  this  gear.  He's 
got  his  junction  detector  [which 
detects  EMF,  thus  finding  hid- 
den electronics],  and  he's  got  all 
this  crap.  He  goes  up  in  the  el- 
evator, and  they  walk  into  the 
company.  (I'm  not  going  to 
name  the  company.)  They  go 


right  into  the  CEO's  office  desk. 
He's  on  the  phone.  Guys  are 
coming  in  with  antennas  or) 
their  back. 

They  come  up,  and  he's  go| 
this  nice  big  mahogany  deslj 
and  everything.  They  come 
right  around.  The  guy  gets  ouj 
of  the  way.  What's  going  on\ 
The  guy's  got  his  thumb  on  this 
thing.  He's  tuning  in.  He's  got 
a  spectrum  analyzer,  and  he 
finds  it.  There's  a  false  woocj 
panel  underneath  the  desk; 
They  pull  that  down,  and  it's 
just  lying  there  with  a  big  bug! 
with  a  big  transmitter  anc 
everything.  It  was  there  for  a) 
least  six  months.  Everything 
that  that  guy  said  was  moni- 
tored. I  don't  know  how  mucrl 
money  they  got  out  of  it,  but  i 
definitely  goes  on. 
Dune:  So  somebody  actually 
measured  it  out,  went  into  the 
place,  cut  the  wood  out  and  then 
came  back  in  and  had  to  do  thi: 
surreptitiously 
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With 


The  Information  Highway  Is  Paved 
Rhetoric,  Metafhors,  And  The  ScarTissue 
Of  Misinformed  Executives. 


The  rush  is  on  to  do  business  on 
le  Internet.  What  will  separate  the 
inners  from  the  losers? 

One  of  the  deciding  factors  will 
e  your  alliances  with  strategic  network 
artners.  Partners  that  can  help  you 
apitalize  on  the  powei  of  the  Internet, 
partner  like  Cisco  Systems. 
Cisco  helped  pioneer  the  Internet. 


Today,  almost  every  message  that  travels 
across  the  Internet  moves  through 
Cisco  equipment. 

In  fact,  it's  our  Cisco  IOS™  software 
that  enables  the  different  hardware 
devices  and  companies  to  share  data 
on  the  Internet.  All  of  which  makes 
Cisco  uniquely  qualified  to  construct  the 
infrastructure  your  company  needs  to 


deploy  the  Internet  for  marketing, 
customer  support  and  sales. 

So  visit  us  at  www.cisco.com.,  or 
call  us  at  1-800-778-3632,  ext.  159191. 
We  can  help  you 
from  becoming 
a  statistic  on 
the  information 
superhighway. 


In 

jCISEIlSfSIEHS 

THE  NETWORK  WORKS 
NO  EXCUSES 


From  outside  the  United  States,  phone  Cisco  USA  408-526-7209,  Cisco  Europe  32-2-778-4242  or  Cisco  Australia  61-2-9935-4107. 


HDEIE! 


HEEnaoi 


Prank  #5: 
Call  Girl 

Tangent:  Someone 
put  a  diagnostic 
mode  on  a  cell 
phone  and  went  into 
stomp  mode.  It  was 
a  call  girl  picking 
up.... I  shouldn't 
even  talk  about  this 
one.  A  john  was  talk- 
ing to  the  madam, 


and  for  some  reason, 
we  were  getting  all 
sides  of  the  conver- 
sation because  it 
wasn't  changing 
cells.  There  was  no 
handoff.  "For  $600, 
he  wants  a  yellow 
and  a  brown."  He 
says  he's  only  got 
$300  or  $400,  and 
what  will  that  get 
him?  They  negoti- 


ate, and  they're  call- 
ing back  and  forth, 
and  finally  the  guy 
says,  "I  don't  have 
the  money."  I  had 
their  numbers,  so  I 
call  up  and  say:  "I'll 
do  that  for  $200." 
He  says,  "No  man,  I 
don't  want  a  dude." 

The  cell-phone 
industry  does  noth- 
ing to  prevent  it. 


Tangent:  Yeah. 

Dune:  I  can  see  why  the  gov- 
ernment is  paranoid  about  espi- 
onage. Unfortunately,  I  think 
it's  laid  on  a  little  bit  thick. 
Tangent:  But  corporate  Ameri- 
ca. I'd  protect  corporate  Amer- 
ica before  I'd  protect... 
Dune:  You  want  a  strong  cor- 
porate structure.  You  want 
your  economics  in  your  coun- 
try to  be  good.  You  want  it  to 
be  protected. 

Tangent:  You  don't  want  the 
French  to  come  over. ... 
Dune:  And  believe  me,  the 
French  are  one  of  the  biggest  at 
industrial  espionage. 
Tangent:  The  French  are  num- 
ber one. 

ASAP:  They  think  it's  okay  to 
spy,  right? 

Tangent:  It's  legal  for  them.  It's 
a  sport.  Like  on  Air  France, 
first-class  passenger  seats  used 
to  have  bugs  in  them.  If  you 
flew  Air  France  first  class,  you're 
a  businessman,  and  you  talk  to 
the  businessman  next  to  you  and 
your  conversation  was  record- 
ed. The  top  three  or  four  busi- 
ness hotels — they  were  all 
bugged. 

ASAP:  We're  at  a  French  hotel, 
so  be  careful. 

Matt:  I  think  I  can  see  one  of  the 
bugs.  Eonjour! 


[Laughter.] 

ASAP:  Do  you  find  many  in- 
stances of  people  trying  to  steal 
laptops? 

Jeromie:  A  lot  of  our  customers 
are  worried  about  that  because 
they  have  people  out  in  the  field 
that  have  portions  of  databases 
that  they  consider  proprietary 
or  confidential,  and  they  don't 
know  how  to  secure  it  to  make 
sure  that  if  someone  does  get 
the  laptop,  they  still  won't  be 
able  to  get  to  the  data.  That's 
something  that  a  lot  of  our  cus- 
tomers look  for. 
Matt:  Do  you  provide  field  so- 
lutions? 

Jeromie:  Yeah,  there  are  some 
solutions,  like  SmartDisk  and 
CryptoCard.  They  are  basical- 
ly devices  you  use  to  authenti- 
cate yourself  for  access  to  data. 
Tangent:  What's  the  price  on 
those? 

Jeromie:  They  are  relatively 
cheap,  I  believe  around  $500  to 
$800.  It  makes  it  so  that  if  some- 
body steals  your  laptop,  and  a 
competitor  gets  it,  it's  going  to 
be  useless  to  them  because  they 
cannot  read  the  data  on  it. 
ASAP:  There  was  an  incident  a 
couple  of  months  ago  with 
MGM.  They  put  up  a  Web  site 
dealing  with  the  movie  Hackers. 
People  went  in  and  sort  of 


changed  it  around  and  screwed 
with  it.  How  hard  is  that  to  do? 
To  go  to  somebody's  Web  site 
and  change  the  information  and 
content  numbers? 
Tangent:  It's  getting  harder. 
Matt:  A  Web  site  is  essentially 
the  same  idea  as  an  Internet  site. 
Any  computer  that  is  on  the  In- 
ternet can  potentially  be  a  Web 
site,  so  breaking  into  one  would 
be  of  the  same  nature. 
ASAP:  How  would  you  go  about 
doing  it? 

Matt:  You'd  probably  try  all  of 
the  various  data  sending/receiv- 
ing programs  on  the  different 
ports.  $endmail  is  probably  the 
largest  cause  of  data  chang- 
ing/loss in  the  business  industry 
today. 

Dune:  Big  program.  Lots  of 
bugs. 

Tangent:  Running  services  that 
don't  need  to  be  run. ...  If  you 
are  running  a  Web  server,  your 
Web  server  doesn't  need  to  be 
running  Telnet  and  FTP.  It  just 
needs  to  be  running  Web  serv- 
er. If  all  of  your  machines  are 
sort  of  configured  identically, 
then  they  are  all  running  ser- 
vices that  are  vulnerable.  There 
are  holes  in  Telnet. 
[Laughter.] 

ASAP:  Every  company  you  read 
about  is  getting  heavily  into 
Intranets. 

Tangent:  Yes,  companies  are 
now  external  and  internal. 
ASAP:  Yeah.  It  increases  expo- 
nentially the  amount  of  infor- 
mation that  is  traveling  dirough 
networks — from  sales  appoint- 
ments to  financial  information. 
It  seems  that  it  will  be  easier 
than  ever  for  hackers — if  you're 
not  careful. 

Tangent:  You  have  to  spend  a 
fortune  to  protect  your  assets. 
Jeromie:  A  lot  of  our  customers 
. . .  that's  one  of  the  major  things 
they  look  at.  We  try  to  imple- 
ment models  instead  of  just  say- 
ing, "We  need  security."  The 
two  big  models  are  in-depth  se- 
curity or  perimeter  security.  In- 
depth  would  mean  you'd  go  and 
look  at  every  single  one  of  your 
computers  throughout  your  net- 
work and  try  to  evaluate  the  se- 
curity of  it.  Well,  obviously  you 
are  never  going  to  be  able  to  do 
it,  because  people  are  throwing 
new  programs  on  their  ma- 


chines all  of  the  time.  Networks 
are  getting  swapped  around,  etcJ 
So  the  other  way  you  do  it  is  bjj 
creating  perimeters.  What  that) 
means  is  you  basically  put  a  cir-l 
cle  around  what  you  considerl 
secure. 

ASAP:  Are  there  certain  depart-l 
ments  within  the  big  companies; 
that  are  more  vulnerable  than; 
others? 

Jeromie:  It's  all  based  on  the  ser- 
vices that  they're  running. 
Matt:  You  know,  ironically,  the) 
people  most  directly  involved 
with  technology  are  usually  at 
the  highest  risk  because  they  arg 
so  busy  developing  new  software 
and  new  things  for  the  market 


Name:  Phil  Latham 
Age:  26 
Handle:  Dune 

Current  employment:  Secu- 
rity specialist  with  Network 
Security  Associates,  based  in 
Berkeley,  Calif. 
Education:  Self-taught 
Major  influence:  Henry 
Rollins  (the  musician/poet) 
First  computer:  Apple  lie 
Hero:  Steve  Wozniak,  co- 
founder  of  Apple  Computer. 
Last  two  books  read:  Psycbe- 
delics  Encyclopedia  by  Peter 
Stafford;  Snow  Crash  by  Neal 
Stephenson  (a  book  about  a 
hacker/pizza  delivery  boy) 
Famous  for:  Wrote  the 
Garage  Door  Hacker,  detailed 
schematics  for  a  device  that 
would  allow  people  to  open 
any  garage  door. 
Why  he  became  a  hacker:  "It 
was  my  way  of  escaping  from 
a  world  I  was  dissatisfied 
with,  plus  it  was  interesting." 
On  his  mind:  "I  would  like  to 
create  drugs,  like  smart 
drugs,  that  will  beneficially 
help  the  brain — and  use  com- 
puters to  help  me  model 
them." 

Web  page:  www.dis.org/dune 
E-mail  address:  dune@dis.org 
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*  D  on't  Just  Think  About 


Protecti 


ng  Power 


Think  About 


Knowing  What  To  Do  With  It. 


•^oday,  people  and  companies 

the  world  over  rely  on  electronic 

systems.  And  it's  more  important 

than  ever  to  protect  data  that's  critical 

for  business.  Keeping  those  systems  up 

and  running  100%  of  the  time  requires  having  two 

kinds  of  power  within  easy  reach.  Electrical  and  personal. 

Electrical,  to  protect  against  power  fluctuations  ranging  from 

spikes  and  surges  to  total  outages.  And 

personal,  to  control  not  just  the  availability 

of  power,  but  also  the  consistent  quality 

and  knowledgeable  management  of  power. 
•  •  •  ►  For  that,  you  need  more  than  merely 

UPS  (Uninterruptible  Power  Systems) 

hardware.  You  need  Strategic  Power 

Management.™  A  systematic  approach  that  mobilizes 

technology,  service,  and  software,  as  well  as  hardware, 

to  ensure  critical-system  uptime. 

Superior  technology.  You  can  take  comfort  in  the  fact 


that  nearly  ever/  major  "first"  in 
power  management  has  our  name 
on  it.  Including  the  first  power 
conditioner  that  uses  a  "virtual" 
battery  to  simulate  a  battery  instead  of 
the  stark  realities  of  draining  a  real  one. 
Worldwide  service.  Help  and 
consultation  are  always  near  from 
our  more  than  1,000 
factory-trained  techni 
cians.  (The  world's 

largest  dedicated  UPS  service  force,  available 
24  hours  a  day,  worldwide.) 

we  are  pmud  w  support  the  1996  us  Olympic  Team  with       Comprehensive  products.  To  satisfy  any 

our  Powerware'  Prestige  1500  US  Olympic  tdition.  Your 
purchase  helps  support  America  s  Olympic  athletes.      need  yOU  might  have,  We  offer  the  indUStH/S 

widest  range  of  off-the-shelf  and  customized  solutions  for 
everything  from  i  worldwide  network  to  a  desktop  PC. 
So,  what  can  you  do  with  power? 
Contact  us,  and  you  can  do  just  about  anything  you  want. 


USA 

999' 

* 

Official  Licensed 
Product  of  the  1996  U.S. 

Olympic  Team.  ■ 
(Only  available  for  sale 
in  the  United  States.) 


DataFrame- computer  room 
monitoring  lets  you  manage 
geographically  remote  enterprises 
from  a  single  desktop. 


Within  U.S.A.:  (Tel)  1-800-554-3448,  ext.  800  or  1-91 9-872-3020,  (FAX)  1-800-75-EXIDE 
International:  (Tel)  +  1-919-870-3235,  (FAX) +  1-919-870-3300,  Internet:  http://www.exide.com/exide/,  Email:  info@exide.com 
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clients  are  concerned  about 
these  kinds  of  electronic  attacks 
from  competitors  or  just  the  sort 
of  rogue  16-year-old? 
jeromie:  Jt's  a  little  bit  of  both. 
Some  companies  are  sophisti- 
cated about  security;  for  exam- 
ple, in  the  biomedical  field  they 
are  very  tight  on  that  type  of 
thing  because  you  release  one 
little  research  secret  and  your 
competitor  down  the  street 
might  release  a  drug  that  you 
had  been  working  on  for  years. 


3MEB 

have  the  money  to  spend  are  just 
vulnerable. 

ASAP:  Is  that  money  well  spent, 
do  you  think? 

Jeromie:  I  would  say  that  it  is 
well  spent.  A  firewall  can  secure 
a  lot  of  things.  But  one  thing 
that  we  reaily  try  to  explain  to 
our  customers  is  that  a  firewall 
can  very  easily  be  installed  im- 
properly. 

ASAP:  In  what  way? 
Jeromie:  A  typical  example  we've 
seen  is  a  big  manufacturer  that 


that  they're  on  the  bleeding 
edge.  They  always  have  the 
newest  software,  and  a  lot  of 
times  the  newest  software  is  the 
worst  software. 

ASAP:  What  about  going  in  and 
looking  at  a  competitor  and 
stealing  their  proprietary  se- 
crets? 

Tangent:  You  can  remotely 
monitor  people's  video  screens 
with  some  fairly  inexpensive 
equipment.  Depending  on  the 
quality,  you  can  tune  in.  Just  like 
I  tune  in  the  TV  or  radio,  I  could 
tune  in  to  the  frequency  of  your 
monitor  and  see  everything  you 
type  on  your  screen. 

So  if  I  wanted  to  snoop  into 
your  accounting  department,  I 
could  sit  outside  up  to  a  mile 
away.  With  a  directional  anten- 
na, I  could  tune  in  to  that  build- 
ing. Since  every  monitor  is  not 
perfect,  exact  replicas  of  each 
other,  they  all  have  slight  vari- 
ations, I  can  distinguish  between 
those  variations  and  tune  in  to 
just  one  monitor. 
ASAP:  How  hard  is  that  to  do? 
Tangent-  You  just  have  to  buy 
the  equipment.  The  equipment 
is  anywhere  between  super- 
super  cheap — $  1 ,000 — to  a  nice 
digital  frame  buffering  for 
$30,000. 

ASAP:  So  if  I  wanted  to  hack 
Larry  Ellison's  [CEO  of  Oracle] 
e-mail,  would  it  be  easier  to 
penetrate  the  internal  network 
or  to  monitor  his  screen? 
Jeromie:  It  would  probably  be 
easier  to  watch  it  as  it  comes 
across  the  Internet. 
Matt:  But  he  means  intra — the 
internal  network — where  he's 
really  making  decisions  about 
the  company. 

Tangent:  If  I  had  the  money,  I'd 
do  it  remotely.  I  could  stick  that 
thing  in  a  bush. 

Dune:  You  could  just  park  a  van 
around  Oracle.  Nobody  would 
ever  notice. 

Matt:  You  don't  just  stick  30 
grand  in  a  bush.  That's  the 
thing. 

Tangent:  But  if  you're  screwing 
with  Oracle,  you  probably  have 
a  budget. 

Matt:  From  Microsoft  or  some- 
thing. 
[Laughter.] 

ASAP:  Do  you  find  a  lot  of  your  I 
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In  highly  competitive  industries, 
it  seems  like  our  customers  are 
interested  in  protecting  infor- 
mation. But  the  majority  of 
them  are  just  worried  about  the 
"hackers  on  the  Internet"  that 
they  read  about. 
ASAP:  Which  companies  have 
the  worst  security? 
Jeromie:  The  ones  that  don't 
have  the  money.  Small  compa- 
nies, usually. 
ASAP:  Startups? 

Jeromie:  Yeah.  Firewalls  start  at 
$15,000 — not  including  the 
consulting — and  small  compa- 
nies just  don't  have  that  kind  of 
money.  They  say,  "We  have 
$5,000  allocated  for  security,  not 
$50,000."  The  people  that  don't 


claims  it  can  do  UDP-  and  RPC- 
based  services  securely,  which  is 
just  bullshit. 

ASAP:  What  does  that  mean  for 
somebody  who  doesn't  know  a 
lot  about  computers? 
Jeromie:  The  Internet  and  most 
corporate  networks  are  TCP/IP 
based.  There  are  a  bunch  of  dif- 
ferent types  of  message  packets 
that  are  transmitted.  There  are 
three  big  types:  UDP,  RPC  and 
TCP  services.  TCP  you  can  se- 
cure. UDP  and  RPC  you  cannot. 
The  only  way  to  do  it  would  be 
end-to-end  encryption. 
ASAP:  There  are  probably  a  lot 
of  snake  oil  salesmen  in  the  fire- 
wall business. ... 

Jeromie:  Definitely.  In  the  fire- 


■aazomgggow 

wall  market  especially.  Every- 
one is  trying  to  push  their  prod- 
uct and  make  their  product! 
unique.  I've  heard  that  it's  a  $60 
million  market.  So  everyone  is 
trying  to  get  in  there.  Anything, 
even  remotely,  if  it  can  put  a 
password  on  your  Lotus  Notes, 
they  will  call  it  a  firewall. 
[Laughter.] 

ASAP:  Have  you  ever  heard  of  a 
device  that  directs  magnetic  sig- 
nals at  hard  disks  and  can  scram- 
ble the  data? 

Everyone:  Yes!  A  HERF  [high  en- 
ergy radio  frequency]  gun. 
Tangent:  That  will  cook  your  in- 
ternal organs,  man!  Give  you 
gonad  cancer! 
[Laughter.] 

Tangent:  This  is  my  nightmare. 
$3001se  rucksack  full  of  car  bat- 
teries, a  microcapacitor  and  a  di- 
rectional antenna  and  I  could 
point  it  at  Oracle  over  there 
[Oracle  headquarters  is  visible 
from  the  suite]  and  I  could... 
Dune:  We  could  cook  the  fourth 
floor. 

Tangent:  We  could  cook  their 
whole  office. 

ASAP:  So  if  you  were  a  suicide 
bomber  from  Sybase? 
Tangent:  No,  you  wouldn't  have 
to  be  a  suicide  bomber.  You 
could  park  it  in  a  car  and  walk 
away.  It's  a  $300  poor  man's 
nuke.  For  three  or  four  hundred 
bucks,  you  could  build  some- 
thing thai  would  put  that  com- 
pany out  of  business  for  a 
month.  And  you  could  do  it 
every  single  day  of  the  week  if 
you  wanted  to.  Oh,  they  re- 
stored it.  Boop!  Oh,  hey,  re- 
stored. Boop!  Oh,  they  restored 

it  You  could  keep  them  down 

indefinitely. 

Dune:  And  you  could  do  it  re- 
motely. I  mean  you  could  do  it 
from  any  angle. 
Tangent:  If  you  really  wanted 
to,  you  could  do  it.  The  only 
downside  is  that  the  way  the 
magnetic  waves  propagate  is 
like  a  figure  eight.  So  if  you're 
standing  behind  the  thing,  well, 
some  energy  gets  dumped  into 
your  organs. 
[Hearty  laughter.] 
Tangent:  So  you  make  sure  it's 
on  a  tripod  pointing  at  the  goal 
and  you  do  it  with  a  remote 
from  across  the  street. ...  [He 
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Breahrhrough  Productivity 
and  Individual  Empowerment 


Increasing  productivity 
throughout  your  organization  and 
empowering  the  individual  worker  is  a 
critical  key  for  succeeding  in  business  today. 
NEC  integrates  computers  and  telephones  to 
deliver  this  powerful  formula.  Through  our  FUSION 
Integrated  Communications  Strategy,  we  liberate  you  and 
your  business  to  adapt  to  changing  markets  —  and  to  seize 
profitable  business  opportunities. 

FUSION  empowers  the  information  worker  with  breakthrough 
productivity.  In  tact,  the  FUSION  Integrated  Environment  delivers 
multiple  media  technology  and  software  application  solutions 
across  the  organization.  Enabling  individuals,  departments  and 
strategic  work  groups  to  increase  revenue,  slash  costs, 
enhance  delivery  and  improve  service.  Voice,  data,  text, 
video  and  imaging  —  multiple  media  tor  multiple  results. 
Break  through  to  the  FUSION  Integrated  Environment. 

To  find  out  more  about  the  FUSION  Integrated  Communications 
Strategy,  contact  your  local  NEC  dealer,  call  us  at  1-800-TEAM-NEC 
or  visit  our  website  at:  http://www.nec.com 


inking  people  with  information  through  integrated  technology. 
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ONLY   THREE   OR   FOUR   PEOPLE   KNOW   HOW   TO   BUILD   THEM,   AND   THEY'RE   TIGHT  LIPPED 


turns  serious.]  You  can  build 
these  for  cheap.  And  the  amount 
of  damage  you  could  do  is  sig- 
nificant. You  could  point  it  at  an 
ATM  machine  and  the  ATM  ma- 
chine doesn't  work.  Your  digi- 
tal watch  falls  off.  Your  disk  is 
gone,  you  know? 

The  $300  price  tag  scares 
me.  I  know  someone  with  one 
of  these  devices  and  he's  never 
told  me  if,  or  when,  or  how  he's 
used  it.  He  just  says  he  has  one 
and  it's  functional.  And  that's  all 
I  want  to  know.  What's  he  go- 
ing to  do  with  it?  "He  pissed  me 
off.  Buzz!  He's  gone." 
Matt:  This  is  all  we  need.  ... 
Tangent:  They  were  talking 
about  giving  these  guns  to  bor- 
der patrol  guards  so  they  can 
zap  Mexican  cars  as  they  drive 
across  the  border  and  fry  their 
fuel  injection.  All  it's  going  to  : 
take  is,  like,  400  or  500  Mexican  • 
border  guards  with  these  toys. 
Can  you  imagine  these  things  in 
New  York? 

Matt:  What  about  the  guy  with  ' 
the  pacemaker? 

ASAP:  Or  planes  flying  into  an  \ 
airport?  J 
Dune:  You  could  take  a  lot  of  I 
planes  out.  I 
Tangent:  It's  so  cheap.  It's  real-  | 
ly  frightening.  If  my  enemy  gets  j 
one,  I'm  getting  one. 
ASAP:  How  many  are  out  there?  j 
Tangent:  There  are  only  three  ; 
or  four  people  who  know  how  : 
to  build  them,  and  they're  real-  : 
ly  tight  lipped.  I  mean,  if  you  ex- 
periment wrong,  then  you've 
waved  yourself. 

Dune:  Yeah,  this  is  a  high-ener-  ! 
gy  device.  You  could  be  a  half-  ! 
mile  away  and  take  out  a  com-  \ 
puter  in  Oracle.  I 
ASAP:  How  many  pulses  would  I 
it  take  to  wipe  out  Oracle?  I 
Tangent:  One.  One  pulse.  \ 
ASAP:  Would  wipe  out  Oracle?!  j 
Tangent:  It  dumps  2  million  j 
watts  in  one-thousandth  of  a  i 
second.  It's  equivalent  to  10  amp  j 
minutes,  but  it's  so  compressed  ; 
over  like  one-thousandth  of  a  : 
second  that  it's  one  huge  pulse 
instead  of  smaller  pulses. 
ASAP:  So  what  happens?  Do  ' 
screens  go  blank  automatically?  ! 
Tangent:  All  your  polarity  would  ! 
shift  on  your  magnetic  disk.  We  \ 
used  these  in  the  Persian  Gulf.  \ 
We  cooked  the  radar  installa-  I 


I  tion.  You  could  fly  into  Citibank 
j  instead  of  Baghdad. 
I  Dune:  If  you  had  a  Cessna  and  a 
i  HERF  gun,  you  could  fly  over 
j  Silicon  Valley  and— POW!— 
j  there  goes  Sun  Microsystems — 
:  POW!— there  goes  Intel! 
Tangent:  If  you  wanted  to  pro- 
tect a  10-by-10-by- 10  cube  to 
tempest-grade  quality — tempest 
!  is  a  level  of  protection  against 
!  electromagnetic  radiation — it 
!  would  cost  $10,000.  Imagine 
I  telling  your  boss,  "Mr.  CEO,  you 
I  need  to  protect  against  a  mad 
I  bomber." 

Dune:  Don't  worry,  it  only  costs 
|  you  like... a  billion  dollars. 
Matt:  What  is  the  good  of  a 
HERF  gun? 

Tangent:  Nothing.  It's  pure  evil. 
ASAP:  You  could  go  up  on  one  of 
the  World  Trade  Center  tow- 
ers and  aim  it  straight  down  at 
Wall  Street.... 
Dune:  Sure. 

Tangent:  They'd  be  toast. 
Dune:  Toast. 

ASAP:  What  is  the  state  of  the 
hacker  culture  right  now? 
Dune:  Chaos. 

Tangent:  There's  also  a  lot  of 
people  nowadays  doing  some 
real  damage. 

ASAP:  What  kind  of  damage? 
Dune:  People  formatting  hard 
drives.  People  going  out  and  be- 
ing deliberately  malicious  just 
to  piss  people  off. 
Tangent:  I've  heard  some  atti- 
tudes which  I  just  do  not  agree 
with. 

Dune:  I  don't  either. 
Tangent:  [Mimicking  a  bad 
hacker]  If  you  are  paying  some 
administrator  $60,000  a  year 


and  they  can't  keep  their  site  se- 
cure, they  have  no  business  be- 
ing there.  If  I'm  like  a  20-year- 
old  kid  out  of  college,  I  can  take 
them  down.  They  deserve  it.  If 
they  don't  have  backups  and 
can't  restore,  then  it's  their 
problem. 

Dune:  So  if  I  shoot  you  in  the 
chest  and  you  don't  have  a  bul- 
lerproof  vest  on,  you  deserve  it? 


I  don't  think  so. 
ASAP:  It  almost  seems  like  the  se- 
curity industry  is  helpless. 
Jeromie:  I  wouldn't  say  that.  I 
would  say  that  new  applications 
come  out  faster  than  the  securi- 
ty does.  For  example,  if  you  are 
running  an  implementation 
where  you  have  multiple  plat- 
forms on  your  network,  you 


have  a  firewall  set  up.  You  don't 
allow  anyone  to  come  inbound, 
unless  they're  using  encryption. 
Well  then,  yeah,  you're  rela- 
tively safe.  But  most  people 
don't  have  the  money  to  imple- 
ment it  properly  or  they  don't 
have  the  intelligence  to  imple- 
ment it  properly. 
Dune:  Or  even  worse,  they  have 
bad  people  giving  them  wrong 
information. 

Tangent:  It's  ignorance  in  the 
community.  And  it's  not  neces- 
sarily the  consumers'  fault.  The 
manufacturers  are  making  false 
claims. 

Firewalls  are  hard  on  the 
outside,  crunchy  on  the  inside. 
Once  you  are  inside,  it's  just 
payday.  You're  in  heaven, 
jeromie:  I  would  say  that  none 
of  the  companies  that  I  work 
with  are  totally  secure.  Ninety- 
nine  percent  of  the  time  we  go 
in  and  we  see  modems  sitting 
on  people's  desks;  people  are  al- 
lowed to  bring  in  pcAnywhere 
software.  They  can  get  into 
their  computer  with  nothing: 
no  ID  or  password.  Then  they 
connect  with  Tl  lines  out  to 
their  vendors;  they  have  no  se- 
curity between  them  and  their 
vendors. 

I  mean,  the  Internet  is  noth- 
ing. They  have  plenty  of  prob- 
lems internally  already.  If  your 
management's  freaking  out 
about  getting  on  the  Internet 
because  of  the  security,  then 
they're  under  the  false  assump- 
tion that  their  network  is  al- 
ready secure.  I  would  bet  your 


and  my  bottom  dollar  I  could 
go  into  just  about  any  company 
in  the  United  States  and  find 
huge,  gaping  holes ...  every- 
where. 

Tangent:  A  few  months  after 
Kevin  Mitnick  raided  Tsutomu 
Shimomura,  he  was  raided 
again.  It  wasn't  like  he  got  more 
secure  or  anything.  It's  just  how 
you  set  up  your  firewall. 
Jeromie:  Implementation  is  a 
huge  problem. 
Tangent:  A  huge  problem. 
ASAP:  You  might  have  brilliant 
firewall  inventors  but  the  im- 
plemented aren't  up  to  par.... 
Jeromie:  If  you  go  to  Sun  Mi- 
crosystems you  can  buy  a  fire- 
wall just  like  you  buy  Word- 
Perfect. Get  it  sent  to  you  in  the 
mail  with  a  manual  and  you  set; 
it  up.  You  implement  it,  but  you 
have  no  idea  about  security  and 
you  leave  NFS  [network  file  shar- 
ing] or  Xi  i  on  and  a  few  weeks 
later  someone  compromises 
your  system. 

ASAP:  So  it  boils  down  to  this: 
One  must  choose  open  dis- 
course or  security. 
Jeromie:  Here's  a  typical  exam- 
ple: We  went  into  a  university 
that  had  Nobel  Prize  winners 
working  there  and  they  said  they 
needed  to  NFS-mount  their1 
friends'  drives  over  at  Berkeley 
because  they  did  research  with 
them.  And  the  17  people  said, 
"We're  installing  this  firewall 
and  you  can't  do  NFS  anymore." 
And  the  Nobel  Prize  guys  said, 
"Forget  it."  So  they  had  to  leave 
their  firewall  open. 
Tangent:  Now  anyone  can  read 
the  Nobel  Prize  winners'  re- 
search, 
jeromie:  Yep. 

ASAP:  What  are  your  impres- 
sions of  information  systems 
managers? 

Tangent:  Overworked,  over- 
stressed  and  underpaid. 
Jeromie:  Generally,  they  know 
a  lot  about  networking,  but  they 
don't  know  a  lot  about  security. 
Tangent:  Security  is  a  full-time 
job. 

Jeromie:  Security  is  all  I  do — [ 
every  day.  I'm  only  2  3  years  old. 
I  talk  to  people  who  are  twice 
my  age  and  they  have  no  con- 
cept about  what  I'm  talking 
about. 

[Laughter.]  M 
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Tsmc 

increases  foundry  capacity 
as  demand  heats  up. 

The  heat  from  today's  semiconductor  market  can  be  felt  the  world 
over,  as  the  industry  is  experiencing  red-hot  growth.  Three  years  ago, 
while  others  were  holding  back,  TSMC  began  investing  heavily  in  fab 
construction.  The  result  -  today  TSMC  is  the  world's  leading  semi- 
conductor foundry,  now  producing  1.6  million  wafers  annually  while 
running  at  full  capacity.  ■  But  past  performance  is  not  enough.  ■ 
Accelerated  construction  of  new  fab  facilities  will  enable  us  to  reach 
our  goal  of  producing  4  million  wafers  annually  by  the  year  2000. 
■  Ambitious?  Sure.  But  it's  simply  part  of  our  commitment  to  our 
customers  in  the  relentless  pursuit  of  capacity.  No  other  dedicated 
foundry  in  the  world  can  offer  TSMC's  combination  of  resources  and 
resolve.  ■  We  will  invest  more  than  $2  billion  in  production  facilities 
over  the  next  two  years.  We  need  to  make  this  kind  of  commitment 
because  our  customers  -  our  partners  -  demand  no  less  from  us.  ■ 
TSMC.  Forging  a  future  in  the  information  age. 


TSMC,  121  Park  Avenue  01,  Science  Based  Industrial  Park,  Hsin-Chu,  Taiwan,  R.O.C.  ■  Ph:  886-35-780221,  Fax:  886-35-781545 
TSMC-Europe,  World  Trade  Center,  Strawinskylaan  1  145,  1077  XX,  Amsterdam,  The  Netherlands  ■  Ph:  31-20-5753105,  Fax:  31-20-5753106 
TSMC-USA,  1740  Technology  Drive,  Suite  660,  San  Jose,  CA  951 10  •  Ph:  408-437-8762,  Fax:  408-441-7713 
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U.S.  Business  Booms  in  Bavaria 

More  than  100  U.S.  high-tech,  high-growth  companies  have  located  in  Bavar'u 
Here's  why. 

Microsoft,  Intel,  Netscape,  Compaq,  Sun  and  Oracle  are  world  leaders  in  their  ICT  (information  and 
communications  technology)  sectors.  Like  a  hundred  other  North  American  companies,  these  corporate 
stars  have  located  their  German  and/or  European  headquarters  and  operating  facilities  in  the  greater 
Munich  area  and  other  parts  of  Bavaria  in  the  last  twenty  years.  This  move  to  Bavaria  has  always  been 
strong,  but  it  has  gathered  pace  recently. 


In  addition  to  Netscape,  new  arrivals 
include  Packard  Bell,  Clarify, 
PictureTel  and  dozens  of  other  'fast- 
trackers'  spawned  by  America's 
explosively  growing  ICT  sector. 

According  to  a  recent  study  carried 
out  on  behalf  of  Bavaria's  State  Ministry 
for  Economic  Affairs,  Transport  and 
Technology,  the  fast-trackers'  reasons 
for  setting  up  shop  in  Munich  are  similar 
to  those  of  previous  arrivals:  to  take 
advantage  of  what's  in  the  State  and 
what's  close  by. 

"We  never  really  considered  any 
other  location,"  says  Karl  Klarmann, 
managing  director  of  Netscape, 
whose  new  German  subsidiary  is 
located  in  a  northern  Munich  suburb 
and  launched  its  operations  in  late 
October  1995.  "Most  of  our  major 
customers  and  technological  partners 
-  the  world's  leading-edge  ICT 
companies  -  already  operate  in  the 
greater  Munich  area,  which  also  offers 
a  very  large  pool  of  highly  qualified 
personnel." 


The  heart  of  Europe. 

The  State's  geography  also  plays  an 
important  role.  "For  a  sales  and  support 
organization  charged  with  covering 
Germany,  Switzerland  and  Austria, 
Munich  is  ideally  located,"  states  a 
spokesperson  for  Clarify,  the  world's 
leading  provider  of  client-server-based 
customer  service  software.  The  com- 
pany arrived  in 
Bavaria  in  1 995. 

A  survey 
found  that  U.S. 
companies  are 
upgrading  and 
expanding  their 
Bavaria-based 
activities.  Many  have 
set  up  local  distribution  networks 
and  supported  them  by  supplying 
maintenance  and  other  technical 
services  and  by  providing  dealer  and 
customer  training.  U.S.  products 
are  also  being  customized  to  meet 
the  demands  of  local  markets  and 
regulations. 


During  this  process,  the  companies 
also  generally  register  exponential! 
increases  in  production,  staff  size  and! 
work  contracted  out  locally.  For 
example,  Oracle  GmbH's  sales  andi 
staff  size  have  increased  more  than 
thirtyfold  in  the  last  eight  years. 

Many  of  these  companies  have 
set  up  production  facilities,  them 
expanded  them  to  meet  increases 
in  demand.  Operating  in  Bavaria 
since  1966,  Texas  Instruments 
is  now  in  the  midst  of  a 
DM  140  million  expansion  of 
its  semi-conductor  production 
facility  in  Freising. 
Another  survey  found  that  this 
snowball  effect  is  set  in  motion 
by    Bavaria's    inherent  strengths. 
"Standard  prices  for  property,  a 
very  good  infrastructure  and  an 
unbeatable  quality  of  life  and  leisure,'' 
were    cited    by    one  American 
company  as  the  reasons  for  choosing! 
Bavaria  as  its  European  center  for! 
high-tech  investment. 
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Home  away  from  home: 
ten  major  U.S.  companies  in  Bavaria 

1  Compaq  6  Netscape 

2  Digital  7  Oracle 

3  Intel  8  Sun 

4  Microsoft  9  Texas  Instruments 

5  National  Semiconductor  10  VLSI 


Bayern. 

At  the  peak,  research 
at  its  peak. 


In  Bayern.  research  is  paramount. 
At  the  very  peak  of  the  Zugspitze. 
Germany's  highest  mountain, 
there's  an  atmospheric  research 
station.  Though  a  bit  lower  in 
altitude,  the  state's  other  scientific 
institutes  (the  headquarters  of  the 
world-renowned  Max-Planck  and 
Fraunhofer  institutes  are  in  Bayern). 
universities,  polytechnics  and 
technology  transfer  agencies  all 
conduct  research  at  the  same  high 
level. 

They  also  produce  the  high-quality 
personnel  staffing  the  state's  high- 
powered  companies.  These  compa- 
nies and  their  high-performance 
products  have  scaled  the  heights  of 
the  world  market. 


Should  we  have  heightened  your 
interest  in  doing  business  in 
Bayern,  please  contact  the 
Bavarian  Ministry  for 
Economic  Affairs, 
Transport  and  Technology 
Dr.  Manfred  Pfeifer 
Prinzregentenstr.  28 
8538  Munchen  /  Germany 
Tel.:  (89)  2162  -  2642 
Fax:  (89)  2162  -  2760 
WWW:  http  ://www.  bayern .  de 


Bayern. 

The  Quality  Edge 
in  the  New  Europe 
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HIGH  TECH  AS  HIGH  CAMP-AND  HIGH 
PAYING?  YES,  SAYS  CARTOONIST  RICH 
TENNANT,  WHO  PULLS  IN  $300K  A  YEAR. 


Back  in  1 98 1,  when  Peanuts'  Snoopy  was  typing  "It 
was  a  dark  and  stormy  night"  on  an  old  portable 
typewriter,  Rich  Tennant  was  doing  something 
really  radical.  He  was  creating  cartoons  about 
computers. 
This  was  highly  unusual  at  the  time.  Remember, 
Apple  went  public  in  December  1980,  and  IBM  had  just 
introduced  the  PC.  Computers  weren't  exacdy  on  every  desk- 
top. This  made  Tennant's  emphasis  on 
technology  truly  novel.  Yet  his  motive 
was  not  especially  visionary.  Tennant 
simply  saw  computer  cartoons  as  a  way 
to  make  a  few  bucks. 

A  born  doodler  (he  copied  the 
drawings  of  an  entire  anatomy  book  as 
a  child),  Tennant  had  another  in  a  se- 
ries of  career  setbacks  that  year.  He 
was  "released"  from  his  job  as  a  type- 
setter for  Computerworld  newspaper  in 
Framingham,  Mass.  Casting  about  for 
work,  Tennant  jumped  at  the  chance 
to  draw  fdler  art,  at  $15  a  shot,  for  his 
former  employer.  A  career  was  born. 

Today  Tennant  is  the  nation's  best- 
known  computer  cartoonist.  He  is  no 
longer  technology's  only  cartoon 
satirist — dozens  of  syndicated  comics, 
from  Doonesbury  to  Cathy,  now  spoof 
the  impact  that  computers  have  on  our 
lives.  Rarely  does  an  issue  of  the  New 
Yorker  go  by  without  a  cartoon  featur- 
ing current  technology.  "The  New 
Yorker  focuses  on  the  topical,  and  there 
is  nothing  more  topical  than  comput- 
ers and  cyberspace  right  now,"  says  Lee 
Lorenz,  the  magazine's  cartoon  editor. 
Some  of  the  magazine's  regular  artists, 
Roz  Chast  for  example,  "have  not  em- 
braced the  electronic  age,"  Lorenz  says.  Her  cartoons  usu- 
ally parody  technology.  But  Bob  Mankoff,  another  regular 
contributor,  has  become  so  computerized  that  he  set  up  an 
electronic  bank  of  unpublished  cartoon  art. 

Still,  Tennant  is  clearly  the  father  of  the  computer  car- 
toon. For  15  years  he  has  produced  The  5th  Wave,  a  panel- 


sd.  Elliot  Gnmii  deck?  Me  fast  Mainfcnie  Mase  ( 
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Doodlin'  for  Dollars  Tennant  is  a  successful 
one-man  industry.  He  supplies  cartoons  to  publi- 
cations and  corporations  for  $1,000  or  more. 


people  interface  with  computers  and  technology.  "People 
ask  me  all  the  time  what  I  find  funny  about  computers," 
says  self-described  "funny  fellow"  Tennant.  "I  don't  find 
anything  funny  about  computers.  I  find  people  funny,  see- 
ing their  powerlessness  in  the  face  of  the  tremendous  power 
technology  brings.  Computers  are  actually  Gobi  desert  dry. 
I  just  humanize  them." 

Sticking  his  funny  bone  in  the  face  of  user  desperation 
all  these  years  has  made  Tennant  a  suc- 
cessful one-man  industry.  He  supplies 
cartoons  to  publications,  corpora- 
tions— anyone  who  will  buy  them.  Says 
Tennant,  "No  market  is  too  small." 

Most  are  pretty  big.  His  work 
appears  in  PC  Magazine  (a  bimonthly 
with  a  circulation  of  800,000)  and  Com- 
puterworld (145,000  readers  weekly). 
The  5th  Wave  is  carried  by  about  a 
dozen  daily  newspapers,  including  the 
Hartford  (Conn.)  Courant  and  the  Ari- 
zona Republic.  He  is  the  main  illustra- 
tor for  IDG  Books  Worldwide's  Dum- 
mies series,  the  popular  self-help 
manuals  (DOS  for  Dummies)  designed 
to  get  the  technically  illiterate  up  and 
running.  Two  collections  of  his  work 
have  been  published  by  Andrews  & 
McMeel,  the  Kansas  City  cartoon  pub- 
lisher responsible  for  Gary  Larson's 
Far  Side  books.  And  he  has  sold  his 
cartoons  to  more  than  100  corpora- 
tions, from  Digital  Equipment  to 
Intel  and  Apple,  which  use  them  for 
promotions,  at  trade  shows  and  for 
employee  incentives. 

His  cut  from  all  this?  Between 
$300,000  and  $400,000  a  year.  In  fiscal 
1996,  Tennant  will  make  $120,000  to 
$150,000  from  the  Dummies  books  alone.  PC  Magazine  pays 
him  $675  per  cartoon — twice  a  month — and  other  clients 
pay  $750  to  $1 ,000  for  his  original  art.  Licensing  his  images 
to  corporations  runs  $2,500  to  $3,500  per  10,000  units,  and 
then  a  small  royalty  kicks  in. 

Companies  use  the  cartoons  on  items  such  as  coffee  mugs 


format  cartoon  devoted  to  poking  fun  at  the  way  in  which    or  mouse  pads  for  in-house  or  outside  (continued  on  page  116) 
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IN  THE  COMICS 


SHORT,  DROLL  DILBERT  HAS  MADE  SCOTT 
ADAMS  A  BAG  OF  LOOT,  THANKS  TO 
SOME  VERY  CLEVER  E-MAIL  MARKETING. 


■  n  1993,  Dilbert  was  just  a  hapless  nerd  in  a  little-read 
I  comic  strip  with  an  uncertain  future.  Not  even  150 
I  newspapers  ran  the  four-year-old  daily  cartoon,  and  Dil- 
I  ben  creator  Scott  Adams  worried  about  the  economic 
I  downside  of  comics  syndication.  "Rule  of  thumb  in  the 

H  business:  Fewer  than  150  papers  and  you  won't  last," 

Isays  Adams. 

Luckily  for  Dilbert,  Adams  had  an  M.B.A.  from  the  Uni- 
versity of  California  at  Berkeley.  "I  was  pretty  sure  I  had  a 
market,  but  the  polls  that  newspapers  conduct  weren't 


showing  it,"  says  Adams.  "So  I  was  getting  hammered  in 
the  syndication  game."  That's  when  Adams  reverted  to  his 
B-school  training  and  came  up  with  the  idea  of  putting  his 
America  Online  e-mail  address  (scottadams@aol.com)  on 
Dilbert.  "It  was  the  only  way  to  get  a  direct  line  to  my  con- 
sumer," he  says,  "and  get  the  people  at  United  Media  [his 
syndicator]  to  promote  the  strip." 

Three  years  later,  Dilbert  appears  in  1,000  newspapers, 
Adams  makes  a  small  fortune,  and  greeting-card  giant  Hall- 
mark sells  Dilbert  cards  and  coffee  mugs,  (continued  on  page  117) 
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(continued from  page  114)  promotions.  Computerworld,  for  instance, 
produced  5th  Wave  mouse  pads  as  a  premium  for  sub- 
scribers. Occasionally,  Tennant  makes  a  sale  of  a  different 
kind.  IBM  chief  Lou  Gerstner  bought  a  1993  cartoon  that 
featured  him  pushing  an  old  black  limo,  with  winged  fend- 
ers, up  a  steep  incline.  The  car  was  labeled  "IBM"  and  an 
old  driver  peered  out  its  windows.  The  caption  read:  "Not 
too  fast,  young  man." 

Tennant,  frankly,  is  amazed  that  he  has  built  a  career 
on  technology.  He's  actually  not  all  that  keen  on  it. 
He  reads  computer  magazines  and  technology  jour- 
nals to  stay  current,  and  he  owns  a  Power  Mac.  But 
like  most  cartoonists,  he  draws  everything  by  hand, 
and  he  doesn't  spend  his  spare  time  cruising  the 
World  Wide  Web.  He's  a  gourmet  cook  instead. 

"What  is  odd  is  that  Rich  is  not  a  computer  person  at 
all,"  says  Paul  Gillin,  the  editor 
at  Comptiterworld  who  works  with 
Tennant  to  develop  editorial  car- 
toons. "Rich  really  doesn't  like 
technology  much." 

Tennant  puts  it  this  way:  "A 
small  group  of  people  have 
become  more  empowered  by 
technology.  But  most  of  us  are 
still  circling  this  thing  like  mon- 
keys around  a  monolith,  throw- 
ing bones  at  it  and  whooping 
and  hollering." 

That  attitude  permeates  his  work.  If  there  is  a  common 
thread  in  Tennant's  art,  it  is  the  way  in  which  people  ap- 
proach technology:  seriously,  but  very,  very  carefully.  "T  hey 
are  so  sure  they've  got  it  down,"  says  Tennant — and  then 
all  hell  breaks  loose.  In  one  widely  reprinted  classic,  a  star- 
tled technogeek  sits  frozen  at  his  computer,  his  face 
engulfed  by  a  menacing  mechanical  claw  that  has  emerged 
from  his  monitor.  Two  nervous  coworkers  look  on.  One 
says  to  the  other:  "All  right,  steady  everyone.  Margo,  go 


GAGS  TO  RICHES 

Rich  Tennant 

Age:  49 

Early  Jobs:  Sold  vacuum 
cleaners,  encyclopedias; 
played  jazz  piano;  typeset- 
ter for  publications 
Comic :  The  5th  Wave 
Inception:  1981 
Breakthrough:  Gives  a 
voice  to  computer  users' 
inherent  fear  of  technology 
Distribution:  Trade  journals 
like  pc  Magazine  and 
Computerworld,  a  dozen 
daily  newspapers,  how-to 
books,  corporate  brochures 
and  promotions 
Annual  Income:  $300,000 
to  $400,000 


over  to  Tom's  PC  and  press  'escape' ...  very  carefully. 

Tennant  developed  his  sense  of  humor  as  a  kid  in  Chi 
cago.  His  father,  Marvin,  was  a  jazz  pianist  who  also  had 
fine  arts  degree,  and  Tennant  emulated  him.  He  "doodle<| 
incessantly"  as  a  youngster,  he  recalls,  and  he  learned  jaz: 
piano,  eventually  attending  the  prestigious  Berldee  Collegi 
of  Music  in  Boston.  In  the  1970s,  his  Rick  Tennant  Quin 
tet  had  an  unremarkable  Beantown  run. 

From  then,  Tennant  had 
more  careers  than  Deion 
Sanders  and  more  dead  ends 
than  the  city  of  Boston.  He 
sold  vacuum  cleaners  door  to 
door,  tried  his  hand  at  acting 
and,  earlier,  even  attended  a 
semester  at  the  Chicago 
Academy  of  Fine  Arts.  He  fi- 
nally landed  in  the  production 
department  of  Computerworld 
newspaper  as  a  typesetter.  He 
was  miserable.  "I  was  so  de- 
pressed that  I  was  bringing 
everyone  else  down,"  he  says. 
He  got  fired. 

But  not  before  an  art  direc- 
tor noticed  his  doodling.  Com- 
puterworld hired  him,  sporadically,  to  do  spot  art  when  a| 
story  was  short.  "I  was  not  hired  on  the  basis  of  content  but 
on  how  big  the  space  for  the  art  was,"  says  Tennant.  "But 
it  was  a  computer  magazine,  so 
would  draw  a  couple  of  guys  in 
front  of  a  monitor." 

Tennant's  break  came  in  1 984, 
when  the  San  Jose  Mercury  News, 
the  largest  daily  in  Silicon  Valley, 
bought  some  of  his  cartoons. 

But  they  lacked  a  title.  "I  only 
had  a  day  to  come  up  with  some-> 
thing,  and  I  didn't  want  anything] 
cheesy  like  'Komputer  Kapers'  or 
'Hi-Tech  High  Jinx,'  "  says  Ten- 
nant. "So  I  borrowed  from  Alvin 
Toffler  and  called  it  The  5th  Wave."  Later,  Tennant  real- 
ized that  Toffler  was  only  up  to  the  "third"  wave  in  his 
books.  But  by  then  it  was  too  late  to  go  back  a  wave,  and 
The  5th  Wave  stuck. 

A  decade  ago  Tennant  longed  to  join  the  leagues  of  syn- 
dicated cartoonists,  mostly  for  the  money.  But  now  that  he's 
earning  $300,000  a  year  off  The  5th  Wave,  he's  not  so  sure. 
"Why  do  a  panel  a  day?"  he  shrugs. 

-Glenn  Rifkin 
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GAGS  TO  RICHES 

Scott  Adams 

Age:  38 

Early  Jobs:  Engineer  at 
Pacific  Bell 
Comic:  Dilbert 
Inception:  1989 
Breakthrough:  Posting 
e-mail  address  in  cartoon, 
affording  direct  link  with 
audience 

Distribution:  Over  1,000 
daily  newspapers,  up  from 
under  100  in  1993 
Annual  income:  $400,000 


(continued  from  page  115)  Was  it  e-mail  marketing  that  made  the 
difference?  "Absolutely,"  says  David  Astor,  associate  edi- 
tor of  Editor  &  Publisher,  who  writes  a  weekly  section  about 

syndication.  "Scott  Adams 
was  among  the  first  to  put  his 
e-mail  address  on  a  comic, 
and  it  had  a  big  impact." 

Adams  received  an  over- 
whelming response  from 
Dilbert  readers.  E-mailers  told 
Adams  that  they  liked  it  when 
Dilbert  was  in  an  office, 
matching  wits  with  clueless 
bosses.  Adams  followed  the 
advice,  and  Dilbert's  popular- 
ity shot  up. 

Dilbert's  huge  electronic 
j  cheering  section  (Adams  gets  200  to  300  e-mail  messages 
la  day)  got  the  attention  of  newspaper  editors  and  his  syn- 
idicator.  "Last  year  was  a  turning  point  for  Dilbert,"  says 
(United  Media's  Jeanette  Smith.  "It  went  from  a  niche  mar- 
ket to  a  mass  market,  approaching  Garfield  and  Peanuts 
Istatus."  In  early  1995,  Dilbert  was  in  400  papers;  by  year's 
!end  it  was  in  800. 

It  didn't  end  there.  A  Web  site,  on  line  since  April  1995, 
I  features  week-old  Dilbert  strips  and  two-week-old  archived 
!  cartoons.  Browsers  can  also  take  a  tour  of  Adams's  Dublin, 
I  Calif.,  condo-studio  and  meet  his  two  cats,  Sarah  and  Fred- 
!  die.  The  site  gets  900,000  hits  a  day. 

Adams  won't  say  just  how  much  he's  made  since  going 
electronic.  Nationally  syndicated  cartoonists  make  an  aver- 
age of  $15  per  week  per  paper,  according  to  Astor.  Of  that 
I  sum,  the  syndicator  keeps  half.  That  means  with  1,000 
ipapers,  Adams's  take  from  drawing  dippy  Dilbert  is  easily 
:  in  the  neighborhood  of  $400,000.  This  cartoon  income  far 


outstripped  his  $77,000-a-year  salary  in  a  job  at  Pacific  Bell, 
and  Adams  quit  (or  maybe  was  fired)  last  June. 

What  Adams  makes  from  D/'/forf-the-strip  is  com- 
plemented by  D//£erf-the-product.  Adams  has 
published  three  specialty  books  (1  million  copies 
sold),  and  a  calendar  and  various  Dilbert  para- 
phernalia are  now  on  the  market.  Hallmark  has 
created  12  Dilbert  novelty  items — greeting 
cards,  T-shirts,  magnets,  notepads,  playing  cards,  even  lunch 
bags.  Per  industry  standard,  Adams  and  United  Media 
equally  share  5%  to  10%  of  every  item  sold. 

Adams  admits  he's  not  growing  rich  from  merchandise 
(yet),  saying  only  that  he's  at  the  beginning  of  the  earnings 
curve  from  novelty  items.  But  he  ought  to  grow  richer  by 
the  minute:  All  Dilbert  products  are  available  electronically. 
Dilbert's  Web  site  store,  which  United  Media  maintains,  is 
loaded  with  gewgaws  and  goodies.  United  Media's  Smith 
believes  revenues  will  reach  millions  this  year. 

You  can  bet  that  other  cartoonists  have  taken  note  of 
Adams's  rise  to  syndication  stardom.  No  fewer  than  a  dozen 
strips  now  feature  an  e-mail  address.  This  list  includes  Sher- 
man's Lagoon,  On  the  Fastrack,  Thatch  and  Over  the  Hedge. 
Bob  Thaves,  creator  of  Frank  &  Ernest,  published  his  e-mail 
address  (FandEBobT@aol.com)  two  years  ago.  Now  he  gets 
20  to  50  e-mail  messages  a  day. 

Like  Adams  and  Thaves,  other  cartoonists — such  as 
Michael  Fry  and  T.  Lewis,  creators  of  Over  the  Hedge  and 
Committed,  and  Jim  Meddick,  author  of  Robotnian — use  read- 
ers' comments  to  improve  their  strips  and  promote  them. 
New  cartoonist  Hilary  B.  Price,  creator  of  Rhymes  with 
Orange,  launched  the  strip  in  June  1995,  complete  with  e- 
mail  address  (hprice@aol.com).  She  hopes  to  use  fan 
response  to  increase  distribution,  answering  the  1  to  20 
messages  she  receives  daily.  ■ 


Nerd  No  More  Dilbert  creator  Scott  Adams  labored  as  an  engineer  at  Pacific  Bell,  drawing  Dilbert  as  a  sideline.  Then  be  published  his  e-?nail  address 
\on  the  strip.  The  result?  Dilbert  is  one  of  the  most  popular  nerds  in  the  comics,  but  Adams  left  his  day  job. 


/AY  LAPTOP  C0/APUTER 
15  LOCKED  UP.  CAM 
YOU  HELP? 


RmEttBER  YOU  HAVE  TO 

HOLD  IT  UPSIDE  DOWN 

AND  SHAKE  IT  TO 

REBOOT. 

OH,  THAT'S 

1    ^  RIGHT. 

X  WONDER  IF  HE'LL  EVER 
REALIZE  U3E  GAVE  V\m 
AM  "ETCH"  A  "SKETCH." 
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THATCH:  Web  walking  supplants  bar  cruising  for  Jeff  Shesol's  Gen  Xers. 


AT  HeAP.T,VIC,,ON-UHE 
ROMANCE  ISN'T  MU£H 
PiFFER-E-NT  FRDM  ITS 
KAUWDRUP  CWNTBRPAPT. 


it's  stiix  boy  mbbts 
6irl-  -  put  it  happbns 
in  0/berspac£! 


SOME-  6UVS  M&5T  WDMBN 
AT  BARS.  I  MBBT  'BM  AT 
PUBLIC'  POLICY  "OtoT  RC0MS7 


G&eKseeKs  ooh-aforiwi 

WONK.  HIPB  W  MEPICARB 

YOMR  RBFDRM.' 

PAUGHTBRS.  BABB-O-RAMA! 


DOONESBURY:  Garry  Trudeau's  vision  of  computers  as  oppressive  overseen 


HEY,  HANK,  PIP  YUP. 
YOU  6ET  MNPOU&  TAKE 
95 LOAPBP  IN        A  LOOK.,. 


YET?  / 


ICON5  JUST  LIKB  APPLE% 
FILES  ANP  FOLPEP3  JUST 
LIKE  APPLE'S  .TASK  \ 
MENUS,  TRASH  FUNCTIONS  - 
THE  U1HOLE  APPLE 
^•5^!  P&KJOP ENVIR- 
ONMENT! 


MAN.,.  THEY  CAN 
657 AWAY WITH 
THAT? 

I 


Thatch,  in  the  world  of  comics,  is  a  man  of  the  cy- 
berage.  Twenty-six,  single,  looking  for  love  on  line, 
Thatch  can't  get  away  from  technology.  He  works 
as  the  deputy  assistant  Errand  Czar  for  the  Clinton 
campaign.  His  pals,  up-and-coming  college  gradu- 
ates like  himself,  are  cruising  the  World  Wide  Web. 
It's  timely  stuff,  and  Thatch  creator  Jeff  Shesol  can't  be- 
lieve he's  writing  it. 

"If  I'd  written  stuff  about  the  Internet  while  I  was  in  col- 
lege, no  one  would  have  known  what  I  was  talking  about," 
says  Shesol,  who  just  finished  school  (with  a  master's  degree) 
in  1993.  Luckily  Thatch's  audience  is  largely  twenty- 
something,  so  they  get  the  cyberhumor.  "It's  second  nature 
to  them,"  Shesol  says. 

Technology  as  comic  material,  however,  is  no  longer 
only  for  the  technically  hip.  Computer  gags,  cyberspace 
pranks  and  technical  teases  are  turning  up  in  more  and 


more  cartoons.  Comic  strips  have  always  mirrored  mod- 
ern times.  "Cartoons  follow  what's  going  on  in  society," 
says  Lisa  Klem  Wilson,  vice-president  of  sales  and  mar- 
keting for  United  Media,  a  large  syndicator  of  comic  strips. 
"They  are  responses  to  what's  happening  everywhere."  Wi-i 
ley  Miller,  creator  of  Non  Sequitur,  uses  computers  as  con* 
tent  because  he  says  his  strip  is  a  "reflection  of  how  I  see 
life  in  the  '90s." 

Comics  often  spotlight  technology  and  the  trouble  peo- 
ple have  with  it.  Cathy  Guisewite's  heroine,  Cathy,  strug- 
gled to  buy  a  PC  for  the  better  part  of  last  winter.  When 
she  finally  made  a  decision,  she  burst  into  tears  at  the  com- 
puter store.  Relating  to  the  Web  is  a  mellow  experience  for 
Zippy  the  Pinbead,  on  the  other  hand.  The  1970s  classic  un- 
derground character  meditates  while  surfing  the  Net.  (He 
becomes  one  with  his  browser  software.) 

FoxTrot  creator  Bill  Amend  says,  "The  trick  is  to  write 
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Poking 
a  funny  bone  in 
the  face  of  user 
PV  desperation 


CATHY:  Techno-confusion  reigns  in  Cathy  Guisewite's  strip. 


Fif  i  euv 

THIS  SVSTE/Vl, 

[will  vou  PROM- 
ISE IT  WOM'T 
BE  OBSOLETE 
NEXT  WEEK? 


NEXT  WEEK? 
ARE  VOU 
KI0DIM&  ?? 
IT  WOM'T 
6E  OBSO- 
LETE NEXT 
WEEK.'  j 


'  ITS  ALREADY  OBSOLETE  f  1 
IT  WAS  OBSOLETE  BEFORE  IT  I 
WAS  SHIPPED  TO  THE  STORE  '. 
THE  SVSTEW  THAT  WILL  RE-  | 
PLACE  IT  THAT  HASN'T  EUEW 
BEEN  MANUFACTURED  VET 
IS  ALREADY  OBSOLETE  " 


"OBSOLETE  NEXT  WEEK"  ?? 
H00,  BOV  f  THATS  A  (rOOD 
ONE  rr  THANKS  f  I  MEED- 
ED  A  CHUCKLE  TODAY ? 

t.HAH/l  t\QO  HA  HAf 


RHYMES  WITH  ORANGE:  Hilary  B.  Price  softens  the  hard-driving  90s. 


"Follow  me,"  she  whispered, 
taking  in  his  broad  shoulders. 
She  turned  and  led  him  over 
to  the  modem. 


*  As 


head  writer  {bf  We 
GpY[^(\re  OwpAny,  KUfiVi^ 

fAapA2,\  wicfe  readable. 


©  Hi|  B-  PRiCH 


about  computers  in  a  way  that  the  techie  types  find  clever, 
but  the  grandmothers  have  a  chance  to  know  what  you're 
talking  about." 

Jokes  about  Intranets  and  the  Internet  are  in  vogue  at 
the  moment,  but  they  couldn't  have  been  yesterday's  pun. 
They  barely  existed,  at  least  in  the  popular  milieu.  But  now 
Dilbert  gets  laughs  from  an  office  networking  nightmare. 
Sherman's  Lagoon  features  a  computer-hacking  fish  named 
Ernest,  along  with  a  cast  of  other  tech-sawy  sea  creatures. 
And  Verne,  a  turtle,  and  R.J.,  a  raccoon,  the  characters  in 
Over  the  Hedge,  sneak  into  a  house  after  the  family  leaves  to 
use  the  PC  for  on-line  chat  sessions. 

Computers  started  creeping  into  the  comics  in  the  1980s. 
Strips  such  as  On  the  Fastrack,  launched  in  1984,  began  with 
a  computer  theme.  Creator  Bill  Holbrook  worked  as  an  ed- 
itorial cartoonist  at  the  Atlanta  Constitution  and  drew  in- 
spiration from  the  newspaper's  antiquated  computer  room. 


He  depicts  his  central  character,  Wendy,  using  a  PC  with 
a  windup  key. 

And  FoxTrot,  started  in  1988  by  Amend,  had  charac- 
ters interact  with  computers  early  on.  A  central  figure, 
Roger,  who  is  the  dad,  deleted  the  family's  hard  drive  on 
a  machine  that  looked  a  lot  like  an  Apple  II.  Amend  claims 
he  started  writing  computers  into  his  panels  because  he 
was  a  physics  major  in  college.  "Had  the  comic  stuff  not 
worked  out,"  he  says,  "I  would  have  become  a  videogame 
programmer." 

As  long  as  technology  continues  to  infiltrate  our  lives, 
the  comics  will  poke  fun  at  it.  Just  think  of  it  as  cyberage 
laugh  therapy.  "People  are  in  an  anxious  state  about  how 
much  control  computers  have  over  their  lives,"  says  Zippy 
the  Pinhead's  creator,  Bill  Griffith.  "When  people  can  laugh 
at  it,  they  lose  some  of  that  anxiety." 

-Lee  C.  Patterson 
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Long  before  we  learned  the  first  thing  about 


building  computers,  some  fundamentals  equally 
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technology  took  root  in  our  little  heads:  Like, 
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insure  operability  across  pla  forms,  and  create 
open  solutions  that  can  help  your  company 
compete  and  succeed  in  the  years  ahead.  Ln 
short,  together  we're  building  something  no 


one  could  construct  alone. 


mmm 
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or  visit  our  Web  site  at  www.digital.com. 
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WIRED    COMPANIES     PART  2 

A  WORLD  OF 

SERVERS 

GREAT  AND  SMALL 


BY  MARK 

H  A  L  P  E  R 

The  Internet  and  Intranet  explosion  is  leading  a  boom 
for  servers,  from  mighty  mainframes  to  souped-up  PCs.! 


New  technologies  and  the  explosive  growth  ofcor- 
poratewide  Intranets  are  radically  reshaping 
information  systems.  In  a  four-part  series, 
Forbes  ASAP  is  examining  the  factors  creating 
)e  unew  networked  organization. "  This  ?nonth  we 
look  at  servers  and  storage. 
For  all  their  talk  about  network  computing  devices, 
one  might  conclude  that  Sun  Microsystems  and  Oracle 
hope  to  soon  stuff  the  shelves  of  Wal-Mart,  Circuit  City 
and  CompUSA  full  of  these  would-be  $500  boxes. 

But  neither  Sun  chief  executive  Scott  McNealy  nor  Or- 
acle boss  Larry  Ellison  have  any  such  intention.  They'll  let 
somebody  else  worry  about  that. 

"Sun  will  probably  be  a  minor  player"  in  the  market  for 
these  trinkets,  says  McNealy.  And  while  Ellison  will  be  hap- 
py to  license  a  network  computer  design  to  anyone  who 
cares  to  buy  one,  he  flat  out  states  that  "Oracle  is  not  go- 
ing to  make  network  computers." 

Why,  then,  all  the  fuss  about  these  little  squeeze  boxes 
representing  the  future  of  computing?  Simple.  If  a  $500 
computer  is  going  to  be  worth  the  plastic  it's  wrapped  in, 
it  will  have  to  tie  into  some  darn  good  computing  power. 

Enter  the  server.  Already  a  corporate  fixture  dispersing 
and  managing  databases,  applications,  messages,  print  com- 
mands and  other  daily  occurrences,  the  server  will  take  on 
even  larger  dimensions  in  a  world  wired  to  dumb  boxes. 
"  1  he  more  powerful  the  server,  the  more  powerful  the  net- 
work, and  the  richer  the  network,  the  richer  the  network 
computer,"  says  Ellison. 


In  Ellison  and  McNealy's  view — call  it  the  "nothing  but 
net"  vision — servers  will  hold  the  applications  and  data  that 
any  $500  user  would  need.  In  the  same  fabric,  servers  will 
"serve"  the  150  million-odd  PCs  entrenched  in  the  business 
world  and  now  getting  hooked  into  corporate  "Intranet" 
networks.  Like  gasoline  vendors  supporting  the  automobile, 
server  vendors  are  all  for  any  device  that  puts  users  on  an 
information  highway  full  of  necessary  service  stops. 

And  by  the  way,  McNealy  and  Ellison  would  love  to  sell 
you  a  few.  After  all,  that's  what  they  do  for  a  living.  One 
sells  server  hardware,  the  other  sells  server-related  software. 
Sun's  powerful  Unix  computers  are  among  the  leading 
brands  of  Unix  servers.  Oracle's  database  software  fits  hand- 
in-glove  on  Sun  and  other  Unix  servers,  as  well  as  on  servers 
that  run  Microsoft's  Windows  NT  operating  system.  What's 
more,  in  an  attempt  at  a  modern-day  technology  meta- 
morphosis, Ellison  is  offering  additional  software  that  he 
says  turns  the  prosaic  database  into  a  trendy  Web  server. 

The  Internet  and  Intranet  explosion  "is  inspiring  a  lot 
of  server  sales  from  people  like  Sun,  Digital  Equipment,  Sil- 
icon Graphics  and  Compaq,"  points  out  Jon  Oltsik,  an  1 
analyst  with  Cambridge,  Mass. -based  research  firm 
Forrester  Research.  Companies  including  Hewlett- 
Packard  and  IBM  are  packaging  up  existing  prod- 
ucts— even  mainframes — as  potent  Web  servers. 

Just  how  much  the  Internet  has  been  a  boon  to  serv- 
er sales  is  difficult  to  pinpoint.  Not  every  Web  site  de- 
mands a  new  server.  Clay  Ryder,  an  analyst  with  Red 
wood  City,  Calif.-based  Zona  Research,  notes,  "It's 
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hard  to  know  from  the 
outside  how  many  ma- 
chines are  making  up 
the  Web  site.  Whether 
it's  one  huge  one  or 
dozens  connected,  it's 
difficult  to  tell."  Ana- 
lyst Mark  Specker, 
Server  Mad  Aetna's  Max  Gould  with  the  Stamford, 
(left)  and  Hennigan's  Matt  Conn. -based  Gartner 

Ghourdjian  demand  more  computer     Group,  cautions  that 
bang  for their buck  and  hope  to  find     each  new  Web  site 
it  in  a  new  generation  of  servers.       "generates  a  lot  of  ac- 
tivity with  people  writing  HTML  pages,  but  it  doesn't  al- 
ways translate  into  a  server  sale." 

Specker  forecasts  some  lively  dollar  growth  for  servers 
based  on  the  Intel  microprocessor.  "The  market  will  grow 
30  to  50%,"  he  says. 

It's  not  just  the  Internet  causing  this  to  happen.  An  ex- 
plosion of  new  client/server  technology  is  driving  sales  of 
database  and  application  servers,  points  out  Forrester's  Olt- 
sik.  And  as  enterprisewide  client/server  software  vendors 
such  as  SAP  America,  Peoplesoft  and  Baan  develop  more 
products,  end  users  will  need  more  servers,  he  adds. 

But  perhaps  the  most  compelling  development  of  the 
year  fits  the  "if  you  build  it  they  will  come"  description. 
The  emergence  of  Intel's  Pentium  Pro  processor  pushes 


WILL  MICROSOFT  Fl! 


After  a  sluggish  start  over 
two  years  ago,  Microsoft's 
Windows  NT  is  gaining  sales 
momentum.  NT  is  the  big 
brother  to  Windows  95.  It  is 
intended  for  server-level  com- 
puters, whereas  Microsoft  tar- 
gets Windows  95  more  at  the 
desktop  and  mobile  users.  It  is 
challenging  Unix  as  the  oper- 
ating system  of  choice  to  sup- 
port databases  and  applications 
residing  on  servers.  It  is  also 
giving  Novell  a  run  for  its 
money  in  the  network  operat- 
ing system  arena. 

Microsoft's  NT  is  bringing 
to  light  one  of  the  computer 
industry's  longest-running, 
hushed-up  ironies:  Unix  ven- 
dors like  Sun,  IBM  and 
Hewlett-Packard  have  never 
agreed  to  one  standard  of 
Unix,  yet  they  have  persistent- 
ly touted  the  technology  as 


"open."  The  truth  of  the  may 
ter  has  been  that  application! 
written  for  one  brand  of  Unij 
do  not  run  on  another  wirhoui 
some  tweaking. 

Microsoft's  NT,  on  the  othi 
er  hand,  portends  truer  "openi 
ness."  In  theory,  anyway,  there 
is  only  one  NT,  and  it  runs  oil 
any  Intel-based  platform  fron 
the  likes  of  Hewlett-Packard 


SERVER 
OPERATING 
ENVIRONMENT 

1995  UNIT  SHIPMENTS 


NetWare 

1 

923,000 : 

Unix 

Windows  NT 

531,000 

393,000 

OS/2 

299,000 

Other 

321,000 

Total 

2.467.000 

Source:  International  Data  Corp.  ] 

to  distinguis 
ation. 


UFF  UNIX  AND  RULE  CORPORATE  NETWORKS? 


Compaq  Computer,  Dell 
iComputer,  AST  Research, 
.Gateway  2000,  IBM,  et  al.  It  is 
jeven  starting  to  appear  on  RISC 
systems. 

NetWare?  Novell  still  owns 
1  about  70%  of  the  network  serv- 
er operating  system  market. 
And  that  alone  should  buy  it 
itime.  Users  like  Paul  Pecher- 
sky,  chief  information  officer  of 
Portland,  Ore. -based  electric 
j  utility  PacifiCorp,  counts  him- 
self among  the  NetWare  faith- 
ful. Pechersky  says  it  comes 
1  down  to  a  matter  of  more  soft- 
j  ware  programs  written  for  Net- 
Ware. His  loyalty  will  proba- 
bly not  change  soon.  "I  haven't 
jseen  where  we're  better  off 
) making  the  switch." 

Hardware  vendors  and  users 
jagree  that  while  NT  is  poised 
.  for  significant  incursion  into 
the  network  operating  system 


business  this  year,  it  will  have 
more  limited  acceptance  in  oth- 
er server  environments.  For  in- 
stance, users  building  large  data 
warehouses  with  hundreds  of 
gigabytes  of  storage  will  prob- 
ably stick  with  Unix,  because  it 
is  better  suited  to  handle  volu- 
minous data. 

As  a  vice-president  of 
servers  for  Unisys,  David  Mc- 
Cann  foresees  NT  outselling 
NetWare  on  the  portion  of 
those  servers  Unisys  will  sell 
into  the  network  server  market. 
For  NT,  that's  way  up  from  last 
year,  when  NetWare  "domi- 
nated," he  says.  But  when  it 
comes  to  large-scale  database 
servers  in  1996,  Unix  will  re- 
main the  dominant  operating 
system,  with  about  90%  of  all 
Unisys  installations,  he  predicts. 

Unix  vendors  know  they 
cannot  sit  still.  Microsoft  will 


continue  to  improve  NT  and  to 
address  acknowledged  short- 
comings in  management  tools 
that  are  causing  users  to  shy 
away  from  wide-scale  enterprise 
deployment. 

The  server  OS  business 
marks  a  major  commercial 
stronghold  that  Unix  vendors 
cannot  afford  to  lose.  As  Sun's 
Ed  Zander  notes,  "The  desk- 


top operating  system  war  is 
over — Microsoft  won  it."  How 
should  Sun  and  other  Unix 
vendors  stave  off  the  Microsoft 
threat  on  the  server  level?  The 
answer,  Zander  says,  is  to  focus 
on  computing's  "paradigm 
shift"  to  the  network.  "We 
wake  up  in  the  morning,  and 
that's  what  we  think  about — the 
network."  —M.H. 


THE  BATTLE:  NT  VS.  UNIX 


1995 
Market  Share 

1994-95 
Growth  Rate 
(server/client) 

CPU 

Unix 

83.4% 

5.2% 

Intel* 

NetWare 

6.6% 

28.3% 

Intel 

Windows  NT 

6.3% 

163% 

Intel,  Alpha,  MIPS 

OS/2 

3.7% 

10.8% 

Intel 

*52%  Intel,  plus  a  combination  of  SPARC,  MIPS,  Alpha,  HP  Precision,  PowerPC 
Source:  International  Data  Corp. 


lally  the  more  information  you  have,  the  less  certain  you  are.  Which  makes  the  analytical 


s  of  our  PaineWebber  Investment  Executives  especially  valuable.They  regularly  interpret  some  of 
most  accurate  and  highly  regarded  research  in  the  industry,  with  the  help  of  the  PaineWebber 


ire  you 


Research  Department.  This  team  of  strategists  and  research 
lysts  regularly  evaluates  70  industries  and  750  companies,  searching  for  opportunities  to  profit, 
to  avoid.  Their  efforts  transform  raw  data  into  something  no  investor  can  afford  to  be  without: 
stment  intelligence.  Intelligence  that  translates  directly  to  performance.  If  you're  in  need  of  investment 
lligence,  we  invite  you  to  speak  to  a  PaineWebber  J^^^ ijt^^^^^^^t^^^f 

Lment  Executive  or  call  1.800-792-8448.   Invest  With  More  Intelligence: 


the  economics  of  relatively  cheap 
PC  computing  well  into  the  perfor- 
mance range  of  servers  sold  by  Sun, 
HP,  IBM,  Silicon  Graphics,  Digital 
Equipment  and  others. 

These  more  traditional  server 
vendors  sell  machines  based  on 
some  variation  of  RISC  technology. 


Intel  has  long  argued  that  its  CISC  approach  to  building 
processors  is  better  than  RISC.  The  truth  of  the  matter  is 
that  both  camps  have,  over  the  years,  adopted  some  of  the 
other's  engineering  tenets.  RISC  chips  have  outperformed 
Intel's  in  the  past,  but  the  Pentium  Pro  levels  the  playing 
field  more  than  ever,  says  Linley  Gwennap,  editor  of  Se- 
bastopol,  Calif.-based  Microprocessor  Report.  And  Pentium 
Pro  chips  are  cheaper. 


HOLOGRAMS  AND  ATOMS 

AND  YOU  THOUGHT  MAGNETS  WERE  IMPRESSIVE. 


Scientists  joke  that  the  gyro- 
scopic tug  of  all  the  magnetic 
disk  drives  on  earth  is  so  force- 
ful that  if  the  drives  screeched 
to  a  halt  simultaneously,  the 
earth's  rotation  would  flutter. 

While  that  may  be  the  stuff 
of  science  fiction,  the  point  is, 
the  world  has  accumulated  a  lot 
of  data.  Plenty  more  is  on  the 
way  as  companies  build  moun- 
tainous data  warehouses  and 
million-hits-a-day  World  Wide 
Web  sites. 

Disk/Trend,  a  Mountain 
View,  Calif.-based  research 
company,  predicts  that  in  1 998, 
disk-drive  vendors  will  ship 
465,000  terabytes  of  storage  ca- 
pacity. That's  more  than  a  six- 
fold increase  from  the  74,500 
terabytes  shipped  in  1995,  ac- 
cording to  Disk/Trend  esti- 
mates. (Last  year's  total  itself 
more  than  doubled  the  33,000 
terabytes  shipped  in  1994.)  In 
1995,  disk-drive  vendors 
shipped  88  million  disk  drives; 
by  1998,  expect  133  million. 

This  opportunity  has  physi- 
cists rubbing  their  hands  glee- 
fully. While  some  try  to  im- 
prove on  today's  magnetic 
approach,  others  are  develop- 
ing altogether  new  media.  By 
early  in  the  next  century,  crys- 
tals and  atoms  may  share  the 
data  payloads  along  with  mag- 
netic devices. 

Crystals  Scientists  have  dis- 
covered that  they  can  store  data 
using  the  same  concepts  that 
create  holographic  images  in  a 
crystal.  All  they  need  to  do  is 
intersect  two  laser  beams 
through  the  crystal.  According 
to  physicist  Lambertus  Hes- 


selink,  holographic  storage 
techniques  can  squeeze  10  gi- 
gabytes of  information  into  the 
size  of  a  sugar  cube,  or  a  tera- 
byte into  the  volume  of  10 
stacked  credit  cards. 

Hesselink  has 
taken  a  leave  from 
Stanford  University 
to  run  his  own  holo- 
graphic research  and 
development  com- 
pany, called  Optitek. 
Working  in  a  joint 
venture  with  GTE  at 
GTE's  Mountain  View 
campus,  Optitek  is 
one  of  several  groups 
around  the  globe  in- 
vestigating holo- 
graphic storage. 

Gee  whiz,  in- 
deed. But  when  will  it  be  com- 
mercially viable?  After  all,  Hes- 
selink's  prototype  laser  setup, 
which  sits  propped  on  a  pneu- 
matically supported  platform 
measuring  about  5  feet  by  10 
feet,  hardly  conjures  up  images 
of  miniaturization.  Laser  beams 
aside,  it  looks  more  like  Big 
Jim's  river  raft  than  2  lst-cen- 
tury  data  storage.  Furthermore, 
Hesselink  concedes,  he  is  still 
several  orders  of  magnitudes 
away  from  cramming  10  giga- 
bytes into  the  small  cube. 

Indeed,  the  mighty  sugar 
cube  will  not  be  built  in  a  night. 

"It  will  be  three  to  five  years 
before  you  see  a  good  com- 
mercial product  coming  out," 
says  Hesselink.  In  two  years, 
Hesselink  expects  to  hit  a  ma- 
jor milestone:  a  terabit  (not 
byte)  capacity  in  a  crystal  the 
size  of  10  credit  cards,  with  data 


Then  and  Now 

IBM's  small  disk 
holds  a  gigabit  per 
square  inch.  The 
large  one,  from 
1956,  held  a  mere 
2,000  bits. 


transferable  at  a  gigabit  per  sec- 
ond. He's  under  pressure  to  hit 
that  mark:  The  Defense  De- 
partment's Advanced  Research 
Projects  Agency  (DARPA)  has 
provided  $16  million 
in  funding,  in  a 
50/50  split  between 
Optitek  and  GTE, 
tied  to  a  1998  target 
date.  Another  $16 
million  comes  from 
a  dozen  companies 
including  Optitek, 
GTE  and  IBM. 

Hesselink  does 
not  expect  holo- 
graphic drives  to  kill 
disks.  Holography 
and  magnetic  drives 
"will  not  go  head- 
to-head,"  he  says. 
For  one  reason,  the  magnetic 
storage  business  will  total 
more  than  $50  billion  by  then, 
he  predicts,  noting  that  "it's 
tough  to  compete  with  that 
much  inertia." 

But  users  with  large,  com- 
plex storage  requirements,  such 
as  banks,  earth  observation  op- 
erations, medical  teams  and 
large  data-mining  operations, 
will  need  holography's  speed 


and  capacity,  he  says. 

Atoms  Farther  out  on  the 
storage  horizon  sits  an  equally 
dazzling  medium:  the  atom. 

IBM  and  others  are  re- 
searching how  to  use  atomic 
methods  to  assign  binary  val- 
ues to  a  bit.  Simply  put,  a  bit's 
binary  value,  either  "  1 "  or  "0," 
depends  on  which  of  two  ways 
it  responds  to  the  movement  in 
an  atom.  The  trick,  of  course, 
is  moving  the  atom.  IBM  is  in- 
vestigating this  technique  at  its 
Almaden  Research  Center  in 
San  Jose,  Calif.  But  IBM  also  ad- 
mits atomic  storage  may  not  be 
commercially  viable  for  20 
years  or  more. 

Still,  the  promise  of  atomic 
storage  methods  excites 
Disk/Trend  vice-president  Bob 
Katzive.  "It's  hard  to  figure  out 
how  you  could  get  a  higher  in- 
formation density  than  what 
you  could  get  by  moving  indi- 
vidual atoms,"  he  says. 

Storage  technology  has  in- 
deed come  a  long  way. 

"The  first  disk  drive  shipped 
in  1956,"  says  Katzive.  "It  was 
five  megabytes  and  it  was  a 
monster.  It  took  a  flatbed  truck 
to  move  it."  — M.H. 


STORAGE:  MORE  AND  CHEAPER 


The  volume  of  new  storage 
shipped  roughly  doubles 
every  year: 

Terabytes 

1998  465,000* 
1997  259,700* 

Meanwhile,  prices  keep 
falling.  For  3.5-inch  hard 
drives  of  3  gigabytes  or 
larger  capacity: 

Price  per 
megabyte 

1998          3  cents* 

1996  135,400* 
1995  74,500* 

1996         10  cents* 

1994  32,900 

1994         26  cents 

1991  $5 

DisbTrend  Inc.  Figur. 
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GRASS  IS  GREENER.  OUR  COLORS  ARE  FINER.  OUR  DIGITAL  COLOR  COPIERS  ARE  FASTER. 


Stand  out  from  the  rest  of  the  field.  Get  a  Ricoh  digital  color  copier.  The  world's  smallest 
toner  particles  deliver  the  finest  color  presentations  ever.  Faster  than  ever.  The  world's 

fastest  first  copy.  The  most  copies  per  minute.  And  computer  connectable.  All  in  the 

same  full  line  of  digital  color  copiers.  This  means  unprece- 


t 


M  m,7UJ 


dented  performance  and  productivity.  It  also  means  Ricoh 
»  now  leads  the  world  in  digital  color  copier  technology.  Be 
bolder.  Get  more  attention.  Call  us  at  1-800-63-RICOH. 


THE   NAME  TO  KNOW 


RICOH 
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PROTECT 

YOUR 

CELLULAR 

CALLS  FROM  YOUR 

COMPETITION, 

CORPORATE 

RAIDERS, 

EVEN  THE 

NATIONAL 
QUIRER 


Cellular  calls,  like  radio  signals,  can  be 
easily  inlercepled  (even  from  digital 
ceil  phones),  potentially  exposing  sensitive 
or  confidential  information.  PrivaF  one 
is  a  combination  of  cell  phone  accessories 
and  secure  service  that  restores  your 
cellular  freedom  with  instant,  has;  de-free 
security.  Visit  our  Web  site  or  call  us. 
rhe  tabloids  loss  is  your  gain. 


BY  CYCOMM 

100-330-1  1  8  2    fax:503-62  0-8089 
www.privafone.com 


G  LOS  S  A  R  Y 


Many  analysts  believe  the  Pentium  Pro  will  become  the  platform  o 
choice  for  companies  installing  departmental  servers — especially  foi 
those  that  do  not  already  have  sizable  investments  in  Unix  programs) 

Companies  of  all  shapes  and  sizes  arJ 
more  than  intrigued  by  the  intrusion  o 
Intel  economics  in  the  server  space.  Act] 
na  Life  &  Casualty  chief  technology  of 
ficer  R.  Max  Gould  foresees  Intel  server 
playing  a  big  departmental  role  as  thf 
company  moves  from  mainframes  tc 
client/server  computing.  But  don't  expect 
to  find  large  RISC  machines  in  Aetna' 
large  server  closets.  Gould  says  maim 
frames  will  play  that  role.  The  compam 
is  not  unplugging  its  big  boys;  rather,  it': 
redeploying  them  as  servers  storing  larg^ 
databases  and  data  fdes.  A  sudden  drop 
in  mainframe  prices  is  helping  to  keej) 
these  old  reliables  around  in  the  corpo 
rate  world. 


DISK  DRIVE  A  peripheral  storage 
device  that  holds,  spins,  reads  and 
writes  optical  or  magnetic  disks. 
The  high-end  disk  drive  market 
grew  by  about  50%  last  year. 
HOLOGRAPHIC  DATA  STORAGE  A 
technology  still  in  the  labs.  It  uses 
lasers  and  crystals  rather  than  mag- 
netic medium  to  store  bits  and 
bytes  in  holograms.  Portends  re- 
duction in  physical  space  and  short- 
er seek  times. 

INTRANET  A  system  of  Web  servers 
and  Internet  protocols  used  as 
communication  centers  within  an 
organization. 

MAGNETIC  DISK  A  computer  stor- 
age device  that  records  data  bits  as 
tiny  spots  on  magnetic-coated  disk 
platters. 

MAINFRAME  Large-scale  comput- 
ers containing  hundreds  of  mega- 
bytes of  main  memory  and  hun- 
dreds of  gigabytes  of  disk  storage. 
Capable  of  "serving"  thousands  of 
on-line  terminals. 
MIDRANGE  SYSTEM  Medium-scale 
computer  that  functions  as  a  work- 
station or  as  a  multiuser  system  han- 
dling several  hundred  terminals. 
SERVER  A  computer  in  a  network 
that  is  shared  by  multiple  users. 
UNIX  A  multiuser,  multitasking  op- 
erating system  developed  by  AT&T 
that  runs  on  a  wide  variety  of  com- 
puter systems,  from  micro  to  main- 
frame. Several  different  versions  of 
Unix  have  been  developed  over  the 
years  by  companies  such  as  Sun, 
Hewlett-Packard,  IBM,  the  Santa 
Cruz  Operation  and  DEC.  Unix 
servers  are  generally  high-powered 
RISC-based  machines. 
VIDEO-ON-DEMAND  A  service  that 
allows  many  users  to  request  the 
same  videos  at  the  same  time  or 
anytime.  Requires  a  high-end  video 
server  with  hundreds  of  gigabytes 
of  storage. 

WEB  SERVER  A  server  capable  of 
continuous  access  to  the  Internet 
through  retrieval  and  display  of 
documents  via  hypertext  transfer 
protocol  (http).  Documents  can  be 
audio,  video,  graphics  or  text. 


Papa  John's  Pizza  provides  another  cas^ 
in  point  for  the  arrival  of  Intel  servers 
The  country's  fastest-growing  pizza  chairj 
is  a  technology  neophyte  trying  to  fasti 
forward  to  modern  times.  "We  weren't 
even  automated  two  years  ago,"  say< 
Blaine  Hurst,  chief  information  officer  o: 
the  Louisville,  Ky. -based  company 

That's  a  little  bit  of  an  exaggeration 
Papa  John's  was  at  the  time — and  sf.il 
is — running  its  financial  operations  on  ail 
IBM  AS/400  proprietary  minicomputer 
But  two  years  ago,  it  did  not  have  local- 
area  networks.  Its  store  employees,  its  ac- 
counting staff  and  its  other  workers  hac 
no  way  of  sharing  files  or  of  electroni- 
cally communicating  with  each  other 

That's  changed  in  a  big  way.  Papa1 
John's  now  has  more  than  300  worked 
tied  into  a  server  for  one  function  or  am 
other,  says  Rick  West,  manager  of  tech- 
nology operations.  Of  the  20  servers  supn 
porting  these  users,  not  one  is  RISC  01 
Unix.  "They're  all  Intel  class,"  says  HurstJ 
Some  of  them  run  NT,  such  as  those  supi 
porting  IBM's  Notes  workgroup  serveij 
and  those  supporting  Microsoft's  SQL 
Server  database  and  its  applicationsj 
Those  dedicated  to  networking  run  N0-1 
veil's  NetWare,  although  as  NT's  file- 
sharing  capabilities  improve,  the  Mi 
crosoft  operating  system  may  take  ovei 
in  that  department  as  well,  says  Hurst, 

Hurst's  fixation  on  Intel  is  easy  to  ex- 
plain. Servers  built  on  the  Intel  chips  are 
less  expensive  than  any  of  the  RISC-based 
servers  offered  by  Sun,  HP  and  company. 


SERVER  OFTHEFUTURE 

CAN  COMPETING  PARTNERS  MAKE  IT  WORK? 


Code-named  Merced,  the  P7  marks  the 
next  generation  in  Intel's  line  of  micro- 
processors. It  will  replace  Intel's  most  re- 
cent processor,  the  Pentium  Pro  or  "P6," 
just  as  the  P6  replaced  the  Pentium,  the 
Pentium  replaced  the  486,  and  so  on. 

What's  new  is  that  Intel  took  on  a  part- 
ner: Mighty  Hewlett-Packard  is  jointly 
developing  the  P7,  which  may  be  ready 
to  power  servers  by  the  end  of  the  decade. 

Technology  alliances  rarely  work. 
Even  stranger,  the  P7  will  deviate  from 
both  companies'  core  technologies.  That 
has  raised  enough  significant  questions 
about  compatibility  with  preexisting  soft- 
ware. But  both  companies  have  pledged 
to  provide  full  compatibility.  And  the  al- 
liance also  raises  questions  of  potential  fa- 
voritism— as  a  development  partner  of  In- 
tel, will  HP  have  an  unfair  advantage  over 
other  server  suppliers  who  rely  on  Intel 
for  microprocessors? 


For  Intel,  the  advantages  are  obvious: 
shared  costs  of  development.  But  what 
about  HP?  As  a  vendor  of  "RISC"-based 
servers,  that  part  of  HP's 
business  is  under  siege.  Sun 
Microsystems,  Digital 
Equipment,  IBM,  Silicon 
Graphics  and  others  all  face 
the  same  threat  from  the  re- 
lentless economy-of-scale 
advantage  enjoyed  by  Intel. 

Sun  president  Ed  Zander 
thinks  HP  is  abandoning 
RISC.  "HP  is  effectively  abdi- 
cating Unix  to  go  with  the 
P7,"  he  says,  equating  HP's 
embracing  of  the  technology  with  a  move 
away  from  Unix  software  that  runs  on  the 
HP  9000  line.  As  an  HP  competitor,  Sun's 
Zander  can  be  excused  for  sowing  doubt. 
Perhaps  closer  to  the  truth  is  that  HP  will 
abandon  its  PA-RISC  hardware  architec- 


ture. But  whether  it  abandons  the  Unix 
operating  system  is  another  question. 
In  fact,  its  contribution  to  the  chip  proj- 
ect suggests  it  will  not.  HP 
is  providing  instruction-set 
technology  that  helps  the 
processor  and  the  operat- 
ing system  speak  to  each 
other,  says  Mark  Specker, 
an  analyst  with  the  Gart- 
ner Group.  That  should 
grease  the  skids  for  HP  to 
make  its  Unix  software 
compatible  with  the  P7.  At 
the  same  time,  the  chip 
should  also  run  software 
written  for  Microsoft's  Windows  operat- 
ing system. 

No  one  is  awarding  the  P7  market 
dominance — yet.  (See  related  interview 
with  Digital's  Robert  Palmer  on  page  48.) 

— M.H. 


Strike  While 
The  Platinum 
is  Hot 


To  invest  in  platinum  call 
Blanchard  today. 

1-800-BULLION 

Please  ask  for  Extension  131 


Who  said  opportunity  knocks  only  once? 

Usually  platinum  trades  at  a  much  higher  price  than  gold. 
Platinum's  greater  value  is  a  reflection  of  it  being  more  than  20  times 
rarer  than  gold  and  in  high  demand  as  one  of  the  most  essential 
industrial  commodities  in  the  world. 

Platinum  has  traded  for  as  much  as  $200/oz.  over  gold 

However,  platinum  and  gold  are  currently  trading  for  about 
the  same  price.  Historically,  when  this  unusual  situation  has  occurred, 
it  has  signalled  a  rally  in  the  price  of  platinum. 

Investor  interest  in  platinum  has  been  growing  as  sophisticated 
investors  learn  more  about  platinum's  unique  supply/demand 
fundamentals.  Because  platinum  is  the  essential  element  in  the  war 
against  pollution,  demand  is  higher  than  ever  and  experts  are 
predicting  a  tightening  market.  You  should  seize  the  opportunity  to 
acquire  platinum  for  about  the  same  price  as  gold  today,  because  this 
situation  may  not  last  long. 


The  Maple  Leaf 

The  World's  Bullion  Coin  Standard 


One  of  the  most  practical  and  secure  ways  to  invest  in  platinum  is 
Canada's  Platinum  Maple  Leaf.  Blanchard  and  Company,  America's 
largest  full-service  precious  metals  dealer,  sells  Platinum  Maple  Leafs  at 
just  1%  over  cost. 

Blanchard 
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HIGH  TECH 
SOARS  IN 
GREATER 
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Companies  that  have  expanded 
or  located  in  Greater  Phoenix  are 
outperforming  others  because 
Greater  Phoenix  offers: 

•  New  infrastructure  that 
supports  manufacturing 

•  Favorable  business  climate 

•  Quality,  skilled  and  fast- 
growing  labor  force 

It's  easy  to  see  why  Greater 
Phoenix  led  the  nation  in  manu- 
facturing job  growth  in  1995. 

To  find  out  how  Greater  Phoenix 
can  help  your  company  soar  to 
new  heights,  call  the  Greater 
Phoenix  Economic  Council  at 
1-800-421-4732 


Greater  Phoenix 


ECONOMIC    CO  U  N  C  I  I. 


We'll  point  your  business  in  the  :  igkt  direction. 


Economies  of  scale  apply.  Intel  cranks  out  more  than  50  million  chipd 
a  year,  according  to  San  Jose-based  market  research  firm  Dataquest 
Intel  may  charge  PC  makers  a  good  profit-making  buck  or  two  for  it; 
processors,  but  that  expense  is  far  less  than  what  it  would  cost  a  pd 
maker  to  develop  and  make  the  same  chip.  Many  of  the  RlSC-servei 
vendors  are  saddled  with  their  own  chip  costs.  Even  if  they  are  not 
no  one  comes  close' to  selling  the  volume  of  chips  that  Intel  sells,  anc 
that  in  itself  keeps  up  the  price  of  the  RISC  chips. 

Aetna  and  Papa  John's  will  never  say  never  to  buying  RISC  ma- 
chines. In  fact,  a  declining  number — about  25% — of  Aetna's  server' 
today  are  RISC  variants.  Gould  is  mindful  of  the  perpetual  games  o: 
leapfrogging  and  price/performance  at  play  among  server  suppliersi 
"Somebody  next  year  might  create  a  RISC  processor  at  half  the  price 
and  then  we'd  have  to  look  back  again,"  he  muses. 

Hurst  at  Papa  John's  notes  that  if  his  company  had  larger  data  storj 
age  and  processing  requirements,  a  RISC/Unix  combination  might 
make  sense.  He's  especially  impressed  with  Digital  Equipment'^ 
servers,  based  on  that  company's  "64-bit"  Alpha  chip.  Digital  Equipn 
ment  has  a  sizable  lead  in  deploying  64-bit  chip  technology  in  servers 
Data  mining  and  data  warehousing  requires  such  horsepower. 

"Digital's  Alpha  search  engine  for  the  Internet  is  ungodly,"  says 
Hurst.  "It's  the  fastest  search  engine  I've  ever  seen." 

But  while  users  like  Hurst  may  be  impressed,  Intel  seems  strong 
enough  to  handle  many  of  their  daily  chores.  Many  car  buyers  gawll 
at  Lamborghinis  but  buy  Tauruses.  And  the  Pentium  Pro  is  mora 
than  a  Taurus.  Papa  John's  is  processing  as  many  as  15  to  20  gigai 
bytes  on  individual  Pentium  servers,  and  it  could  be  comfortable  pro] 
cessing  10  times  that  amount,  Hurst  speculates. 

Matthew  Ghourdjian,  director  of  technology  for  a  small,  rapidly 
growing  Los  Angeles  law  firm,  has  reached  some  of  the  same  con] 
elusions.  All  of  Hennigan,  Mercer  &  Bennett's  25  servers  are  Intej 
based,  running  Microsoft's  NT  operating  system.  The  Pentium  servers 
support  operations  ranging  from  local-area  networks  to  database  sup-i 
port  to  imaging  documents.  About  200  end  users,  including  30  stafj 
attorneys,  use  the  system. 

Always  on  the  lookout  for  more  speed  and  power,  Ghourdjian  rej 

cently  put  a  Digital  Equip-; 
ment  Alpha  server  through 
its  NT  paces  and  compareq 
it  with  some  early  models  oj 
a  Pentium-based  servei 
from  Compaq  and  a  Pen- 
tium Pro-based  server  from 
HP,  also  running  NT. 

The  results:  The  singlej 
processor  Digital  Equipn 
ment  machine  outperj 
formed  the  dual-processoi 
Compaqs  and  HPs,  but  noj 
by  enough  to  convince 
Ghourdjian  to  fork  oveii 
three  times  the  money  td 
Digital  Equipment.  In  fact] 
the  HP  performance  was 
about  equal  to  Digital 
Equipment's — about  600 
"MIPS"  in  the  law  firm's 
benchmark.  Compaq's 
(which  was  only  running  on 
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Santa  Cruz  Operation 
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-8.3 

Sequent 

Nasdaq 

SQNT 

25.94 

10.13 

11.63 

33.0 

392 

1.04 

540 

0.73 

11.2 

Silicon  Graphics 

NYSE 

SGI 

45.63 

21.13 

25.00 

1 62.6 

4,065 

1 .31 

2,497 

1.63 

1 9.1 

Sun  Microsystems 

Nasdaq 

SUNW 

57.13 

16.94 

43.75 

183.3 

8,020 

2.26 

6,390 

1.25 

19.4 

Tandem 

NYSE 

TDM 

17.50 

8.75 

8.88 

117.5 

1,028 

0.63 

2,263 

0.45 

14.1 

Unisys 

NYSE 

UIS 

11.75 

5.50 

6.00 

171.4 

1,007 

-4.34 

6,202 

0.16 

-1.4 
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Micropolis 

Nasdaq 

MLIS 

7.50 

1.25 

3.31 

15.6 

52 

-5.45 

211 

0.25 

-0.6 

Quantum  Corp. 

Nasdaq 

QNTM 

28.50 

14.75 

18.00 

52.8 

951 

1.07 

4,174 

0.23 

16.8 

Seagate 

NYSE 

SEG 

67.75 

26.69 

54.75 

98.5 

5,395 

5.29 

5,494 

0.98 

10.3 

Storage  Technology 

NYSE 

STK 

31.75 

17.88 

26.13 

53.2 

1,382 

-2.90 

1,788 

0.77 

-9.0 

SyQuest 

Nasdaq 

SYQT 

19.63 

4.88 

5.94 

11.3 

68 

-4.22 

312 

0.23 

-1.4 

Western  Digital 

NYSE 

WDC 

22.13 

13.38 

19.25 

45.1 

869 

1.85 

2,430 

0.36 

10.4 

Source:  Bridge  Information  Systems 
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Grand  Circle  Travel 

Senior  Discovery  Travels 
1  800  248-3737 

Resort  Realty 

NC  Beach  Vacation  Rentals 

1  800  458-3830 


Western  Wood  Structures,  Inc. 

Timber  Domes  and  Bridges 

1  800  547-5411 

Apollo  Motor  Express,  Inc. 

Serving  New  England  Area 
1  800  722-2324 

Unltil  Corporation 

Energy  Consulting  Services 

1  800  595-2265 


In  business, 
it's  not  who  you  know. 
It's  who  you  know  to  call. 

Make  no  mistake-taldng  care  of  business  can  be  a  tough 
job.  That's  why  you  should  call  die  companies  with  AT&T  800 
numbers  you  see  listed  here. 

In  minutes,  you'll  find  the  right  products  and  services  for 
your  company.  You'll  be  able  to  compare  features,  prices, 
warranties,  availability  and  more.  All  for  free. 

And  if  you'd  like  to  put  an  AT&T  800  number  to  work  for 
your  business,  just  call  1  800  222-0400. 

AT&T  800  Service.  Because  The  Most  Valuable  Call  Is  Yours. 


Chaminade  Executive 
Conference  Center 

Ideal  Learning  Environment 

1  800  283-6569 

Pan  Pacific  Hotels  and  Resorts 

Spanning  the  Pacific  Rim 
1  800  327-8585 

Olsten  Kimberly  Quality  Care 

Home  Health  Care  Provider 
1  800  HOME- NOW 

Circle  B  Manufacturing,  Inc. 

Metal  Fabrication 
1  800  314-3521 

Olsten  Staffing  Services 

Temporary  Staffing  Services 
1  800  WORK- NOW 


Hungarian  Reformed 
Federation  of  America 

Fraternal  Life  Insurance 

1  800  255-0864 

Country  Nurses  Inc.  and  Hospice 

Quality  Home  Care 
1  800  637-4220 

Bainbridge  Manufacturing  Inc. 

Functional  Cabinet  Hardware 
1  800  255-4702 


Highlands  Inn 

Located  in  Carmel,  CA 
1  800  682-4811 


Burley's  Supply,  Inc. 

Ice  Rink  Manufacturer 
1  800  4BURLEY 


AT&T 


.  AT&T  All  RjrIiis  Rein  ed 


HOW  DO  YOU  USE  THEM? 

Put  your  database  servers  to  work  on  quantum  marketing. 


Don  Pepper 


&  Martha  Roe 


As  a  result  of  the  rapidly  increasing 
power  of  computers  and  servers,  business 
competition  in  nearly  every  industry  has 
narrowed  to  the  level  of  the  single  cus- 
tomer. Any  business  can  now  use  a  data- 
base to  remember  its  customers,  sepa- 
rately and  individually.  More  and  more 
companies  are  learning  how  to  interact 
with  their  customers  and  even  mass-cus- 
tomize, tailoring  individual 
products  to  individual  cus- 
tomer specifications. 

Management  consultants 
and  other  pundits  often  try  to 
explain  this  push  toward  one- 
to-one  (1:1)  marketing  as  a 
logical  extension  of  niche 
marketing,  with  the  market 
segment  consisting  not  of  a 
target  population  but  of  a  single  target — 
a  segment  of  one.  (One  publisher's  ad- 
vertisement even  shows  a  hapless  busi- 
nessman waiting  for  a  bus,  head  poking 
through  a  bull's-eye — the  segment  of 
Bob.)  The  truth  is,  however,  that  when 
the  marketing  process  gets  reduced  to  the 
level  of  individual  customers,  the  rules 
change  qualitatively  and  dramatically,  and 
the  term  "segment  of  one"  is  not  only  un- 
helpful but  misleading. 

Segments  are  static,  while  individual 
customers  are  dynamic  and  interactive. 
Segments  are  the  passive  targets  of  mar- 
keting initiatives.  They  don't  try  things 
out,  ask  questions,  negotiate  price  and 
terms,  make  adjustments,  substitute 
spending  for  one  item  by  sacrificing  an- 
other, or  complain  and  seek  refunds.  But 
an  individual  customer  can  do  all  these 
things  and  more. 

The  feedback-and-customization  dy- 
namics of  1 : 1  marketing  are  different  from 
the  survey-and-projection  dynamics  of 
traditional  marketing.  Most  companies 
find  that  traditional  marketing  strategies 
are  simply  not  useful  when  applied  to  this 
kind  of  competition. 

Describing  1:1  marketing  as  a  form  of 
niche  marketing  is  like  explaining  the  be- 


havior of  individual  atoms  by  applying  the 
rules  of  Newtonian  physics.  As  every 
physicist  knows,  at  the  atomic  level  the 
laws  of  quantum  theory  apply — and  quan- 
tum theory  stands  Newtonian  physics  on 
its  head.  At  the  quantum  level,  matter  is 
no  passive  thing,  there  for  any  observer 
to  verify.  A  quantum  particle  occupies  a 
location  only  with  a  certain  degree  of 
probability,  and  the  likeli- 
hood you'll  find  the  particle 
at  that  location  actually 
changes  based  solely  on  how 
hard  you  look  for  it.  At  the 
quantum  level,  even  the  most 
basic  rules  of  cause  and  effect 
are  problematic. 

Since  the  Industrial  Rev- 
olution, the  noninteractive, 
Newtonian  world  of  standardized  prod- 
ucts, market  segments,  niches  and  target 
populations  has  shaped  business  compe- 
tition. But  information  technology  now 
makes  it  possible  for  a  marketer  to  op- 
erate in  the  world  of  quantum  market- 
ing, in  which  individual  customers  in- 
teract with  the  marketer,  providing 
feedback  so  the  company  can  tailor  its 
product  to  each  individual. 

Mass  customization  Managing  customer 
relationships,  rather  than  products,  is  what 
quantum  marketing  is  all  about.  Using 
computers  to  zero  in  on  the  firm's  prin- 
cipal asset — its  customer  base — makes  1 : 1 
marketing  a  powerful  new  form  of  com- 
petition. 

The  National  Australia  Bank  tiered  its 
retail  banking  customers  by  profitability, 
separating  them  into  five  groups.  Over  a 
six-year  period,  it  increased  the  top  two 
tiers  from  under  20%  of  the  base  to  more 
than  27%.  Employees  at  Speedy  Car 
Wash  in  Panama  City,  Fla.,  record  the  li- 
cense plate  numbers  of  their  clients'  cars, 
singling  out  the  top  100  customers  for 
special  treatment. 

Even  manufacturers  now  compete  at 
the  quantum  level.  Levi  Strauss  sells 


women's  custom-fit  blue  jeans  in  20  com- 
pany-operated stores  around  North 
America.  After  a  store  modems  a  cus- 
tomer's measurements,  the  factory  makes 
her  jeans  to  order.  More  than  10,000  sizes 
and  configurations  are  possible.  Because 
everything  is  computer  controlled,  the 
factory  doesn't  have  to  readjust  its  as- 
sembly line  for  each  new  size. 

Once  Levi  Strauss  has  a  customer's 
measurements  in  its  computer,  the  com- 
pany obviously  has  an  immense  advantage 
in  retaining  that  individual's  business — 
even  if  a  competitor  offers  an  identical 
product  using  identical  technology.  But 
mass  customization  also  provides  Levi 
Strauss  a  number  of  cost  savings  all  the 
way  down  the  corporation's  value  chain 
(no  inventory  costs,  for  example),  enabling 
the  company  to  sell  its  custom  jeans  at  a 
mere  20%  premium,  which  its  customers 
are  happy  to  pay.  In  other  words,  in  ad- 
dition to  marketing  advantages,  custom- 
manufactured  products  may  eventually  be 
less  expensive  to  produce  and  sell  than 
standardized  products. 

Mass  customization  already  elevates 
the  criteria  for  competitive  success  be- 
yond pricing.  Before  computers,  a  busi- 
ness had  to  concentrate  on  selling  its 
product  to  as  many  customers  as  it  could 
find  in  a  particular  selling  period.  The 
customers  were  interchangeable,  and  a 
company  defined  success  by  the  number 
of  new  ones  it  acquired. 

But  using  server  databases  and  net- 
works, today's  company  can  focus  on  one 
unique  customer  at  a  time  and  try  to  sell 
that  customer  as  many  products  and  ser- 
vices as  possible,  expanding  the  lifetime 
of  the  customer's  patronage.  Customer 
by  customer,  quantum  by  quantum. 

Don  Peppers  is  president  of  marketing  1:1,  a  Stamford, 
Conn.,  management  consulting  firm.  Martha  Rogers, 
Ph.D.,  is  a  founding  partner  of  marketing  1:1  anda  pro- 
fessor of  telecommunications  at  Bowling  Green  (Ohio) 
University.  Tbey  are  the  coauthors  o/The  One  to  One 
Future:  Building  Relationships  One  Customer  at  a 
Time  (Currency '/Douhleday,  1993). 


a  Pentium)  was  about  15%  less,  at  500  MIPS.  But  Ghourd- 
jian  is  expecting  a  price  of  about  $17,000  for  the  dual- 
processor  Compaq  box,  compared  with  $57,000  for  the  Dig- 
ital Equipment  Alpha  unit. 

"We  think  with  multiple  processors,  the  Intels  will  be 
right  in  the  chase  with  an  Alpha,"  says  Ghourdjian.  And 
more  to  the  point,  "On  a  price/performance  basis,  they're 


going  to  kill  the  Alphas.  We've  basically  decided  not  to  buy 
the  Alphas."  Ghourdjian  professes  not  to  be  concerned  with 
any  performance  limitations.  He  says  that  three  of  his  Pen- 
tium servers  today  each  support  a  60-gigabyte  database. 

Although  Intel-based  server  shipments  will  grow  by  30% 
to  50%  this  year,  Unix  server  shipments  will  also  grow,  al- 
beit not  nearly  as  much,  according  to  Gartner  Group's 
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FREE  INFORMATION 


i  ASAP  advertisers  have  much  to  offer  ASAP 
.  To  receive  free  information  from  any  of  the 
ig  advertisers,  simply  fill  out  the  attached  FREE 
IRMATION  PLUS  card,  check  the  box(es)  of  each 
trtiser  that  interests  you  and  drop  the  card  in  the 
OR  Order  information  toll  free,  24  hours  a  day  by 
ing  1-800-463-6903.  OR  Fax  your  completed  card  to 
:  (312)  922-3165. 


communications 


.  .LTEL  CORPORATION  ALLTEL  Corporation  is  a 
u  ng  telecommunications  and  information  services 
BDany.  ALLTEL  subsidiaries  provide  local  telephone 
B.ce,  cellular  service,  information  services  and  other 
Bied  services. 

.  VIXTER  INC.  Anixter  is  a  global  networking  and 
eing  systems  specialist  supplying  products  and 
aces  for  the  transmission  of  data,  voice,  video 
multimedia. 

.jJINET  PSINet  is  the  world's  leading  Internet  Service 
aider.  Whether  you're  a  Forbes  500  giant,  a  small 
Jiess  or  anything  in  between,  we  offer  unique  turnkey 
djions  to  all  your  Internet  needs.  PSINet.  Your  Internet 
lifiess  Partner. 

)URCE,  INC.  Source,  Inc.,  headquartered  in  Dallas, 
its,  is  the  leading  independent  provider  for  current  and 
wing  business  applications  of  computer  and  telephony 
miration 

#  DATA  NETWORKS  SERVICES  * 

WISS  TELECOM  NORTH  AMERICA  Swiss  Telecom 
rfielps  extend  and  expand  corporate  networks  to 
ifes  technology  resources  and  markets  of  Switzerland, 
mm  Europe,  the  CIS,  the  Middle  East  and  Africa. 

♦  PF3X# 

TECOM  Intecom  is  the  premier  supplier  of  multi- 
'jla  telecommunications  worldwide,  providing  advanced 
CTI,  call  center  and  video  communications  solutions. 

*  SECURE  COMMUNICATIONS  * 

.rCOMM  CORPORATION  Secure  communications 
jellular  phones,  landline  phones  and  facsimiles. 
'Jiions  available  for  your  corporate  PBX  -  today. 

•  VIDEOCONFERENCING* 

CTURETEL  CORPORATION  PictureTel  Corporation 
ft  global  leader  in  videoconferencing.  The  company's 
■Lets  -  from  desktop  to  boardroom  systems  -  en- 
:|je  any  company's  productivity  by  providing  real-time 
jil  communications  over  digital  telephone  lines. 
IreTel  -  Anywhere  Now™. 


services 


LSTEN  STAFFING  SERVICES  1-800-WORK-NOW 


10.  TSMC  TSMC  is  the  world's  largest  and  fastest  grow- 
ing dedicated  semiconductor  foundry.  Headquartered  in 
Taiwan,  TSMC  offers  processes  that  focus  on  advanced 
logic,  mixed  signal  and  a  wide  array  of  memory  devices. 

♦  MARKETING  COMMUNICATIONS  * 

11.  HENSLEY  SEGAL  RENTSCHLER  INC.  A  marketing 
communications  firm  specializing  in  niche  markets  and 
narrowcast  media.  Named  Advertising  Age's  Business 
Marketing  "Agency  of  the  Year"  in  part  for  its  innovative 
work  in  Internet  marketing. 

•  ONLINE  SERVICES* 

12.  E*TRADE  SECURITIES,  INC.  Obtain  quotes,  place 
trades  via  your  PC  or  touch-tone  phone  with  America's 
Electronic  Brokerage'".  For  more  information  and  low 
commissions,  call  1-800-STOCKS-3.  MFBA26. 

13.  CHARLES  SCHWAB  &  CO.,  INC./E.  SCHWAB. 
1-800-372-4922.  EXT.  104 


software 


•  ENTERPRISE  BUSINESS 
APPLICATIONS* 

14.  PEOPLESOFT  PeopleSoft  develops,  markets,  and 
supports  a  complete  suite  of  business  applications— 
PeopleSoft  Financials,  PeopleSoft  Distribution,  PeopleSoft 
Manufacturing,  and  PeopleSoft  HRMS-for  enterprise- 
wide  information  management.  800-947-7753. 

•  FINANCIAL* 

15.  BUSINESS  MATTERS/CASHE...  Business  Matters 
develops,  markets  and  supports  business  effectiveness 
software  It's  products  are  designed  to  enhance  the 
business  skills  of  users  beyond  generic  desktop  applica- 
tions by  augmenting  user  knowledge  and  eliminating 
application  programming.  Cashe',  is  a  knowledge-based 
financial  forecasting  and  business  planning  software 
solution  for  people  who  make  decisions  that  impact  the 
overall  financial  position  of  their  organization. 


hardware 


*  LAPTOPS/PORTABLES* 

16.  PSION  INCORPORATED  The  Psion  Series  3a, 
World's  best  selling  palmtop,  has  eleven  built-in  applica- 
tions (Wordprocessing,  Spreadsheet,  Database,  Agenda, 
etc.),  PC  and  Mac  Connectivity  and  Email  Capabilities. 
Call  1-800-99-PSION  for  more  information. 


other 


17.  U.S.  ROBOTICS  U  S  Robotics  Corporate/Systems 
Division  provides  end-to-end  network-wide  solutions 
including  remote  access  servers,  ISDN,  modems,  digital 
access  devices,  Frame  Relay,  and  X.25  network  access. 
Call  1-800-USR-CORP  or  visit  http://www.usr.com. 


*  AREA  DEVELOPMENT* 

18.  IOWA  DEPARTMENT  OF  ECONOMIC  DEVELOPMENT 

Making  the  Smart  Move:  An  Executive  Guide  to  Site 
Selection  is  a  comprehensive  "how-to"  on  evaluating 
and  choosing  a  site  to  expand  or  locate  your  business. 

19.  OHIO  DEPARTMENT  OF  DEVELOPMENT  Ohio 

the  number  one  location  for  new  facilities  and  expansions 
for  three  straight  years.  If  you're  in  business,  you  need  a 
partner  like  Ohio. 

•  BUSINESS  TO  BUSINESS* 

20.  NATIONAL  BUSINESS  AIRCRAFT  ASSOCIATION/ 
GENERAL  AVIATION  MANUFACTURERS  ASSOCIATION 

FACE  TO  FACE  is  a  free  executive-level  brochure  illustrat- 
ing how  ten  U.S.  companies  use  business  aircraft  to  dra- 
matically improve  customer  service,  sales  and  marketing, 
company  personnel  travel  and  materials  shipping. 

»  FINANCIAL* 

21.  PAINEWEBBER  1-800-792-8448* 

22.  THE  PLATINUM  GUILD  1-800-BULLION,  ext.131 

23.  QUICK  &  REILLY  1-800-211 -ONLINE,  EXT.  5976 

24.  T.  ROWE  PRICE  SCIENCE  AND  TECHNOLOGY  FUND 
1-800-541-5853.  http://www.troweprice.com. 

*  INTERNETWORKING  HARDWARE 

AND  SOFTWARE* 

25.  CISCO  SYSTEMS 

*  POWER  PROTECTION  SYSTEMS  * 

26.  EXIDE  ELECTRONICS  GROUP,  INC.  Exide 
Electronics  is  the  world's  largest  dedicated  developer, 
manufacturer  and  marketer  of  a  full  range  of  uninterrupt- 
ible power  systems,  and  exclusive  provider  of  Strategic 
Power  Management'". 

•  SECURITIES  EXCHANGE* 

27.  CHICAGO  BOARD  OPTIONS  EXCHANGE 

OEX®  -  S&P  100®  Index  Options  on  the  Chicago  Board 
Options  Exchange  is  the  most  actively  traded  options 
contract  in  the  world. 


'Calls  Only. 

FOR  FREE  INFORMATION,  PLEASE  SEND  IN 
YOUR  FREE  INFORMATION  PLUS  CARD 
TODAY,  OR  CALLTOLLFREE:  1-800-463-6903, 

OR  FAX  YOUR  COMPLETED  INFORMATION 
PLUS  CARD  TO  US  AT:  (312)  922-3165. 


June  3, 1996  reader  service  card  expires  September  3,  1996. 


THE  WEB  SERVER  SHIPPING  NEWS:  EXCELSIOR!  (AND  MORE) 

ESTIMATED  TOTAL  NUMBER  OF  WEB  SERVERS  SHIPPED 


Year 

1995 

1996 

1997 

1998 

1999 

2000 

Thousands  shipped 

120 

295 

934 

1,904 

4,161 

5,954 

PERCENT 

OF  SHI 

PMENTS  BY 

HARDWARE 

PLATFORM 

PERCENT 

OF  SH 

PMENTS 

BY 

OPERAT 

NG  SYSTEM 

Year 

'95 

'96 

'97 

'98 

'99  2000 

Year 

'95 

'96 

'97 

'98 

'99  2000 

RISC 

55 

35 

30 

25 

25  25 

Unix 

65 

55 

45 

35 

30  25 

Intel 

28 

46 

50 

55 

55  55 

NT  (Cairo) 

13 

17 

24 

27 

30  32 

PowerPC 

17 

19 

20 

20 

20  20 

Macintosh 

17 

15 

15 

16 

12  12 

Novell 

0 

9 

12 

19 

25  28 

Source:  International 

Data  Corp. 

Windows 

5 

3 

3 

2 

2  2 

z 
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Introducing 
on-line  trading 
and  portfolio 
management 

from 
Quick  &  Reilly. 


10%  off  our  already  low  commissions. 

New  QuickWay "*'  Plus  investment  software 
offers  an  extra  10%  off  our  already  low 
commissions  for  a  savings  of  as  much 
as  33%  over  Schwab* 


Commissions 

Schwab" 

SlreelSmaiT 

PCFN 

Quick  &  Reilly 

OuickWa/"  Plus 

100  Shares  at  $10 

$42.30 

$40.00 

$37.50" 

500  Shares  at  $15 

91.35 

80.00 

69.98 

1000  Shares  at  $20 

129.60 

11000 

98.10 

Compatible  with  most  popular  software. 

QuickWay  Plus  works  with  Windows® 
95.  You  can  also  easily  download 
data  from  Quicken"  5.0  or  Microsoft® 
Money  3.0  to  your  personal  portfolio 
manager  program. 


On-Line  Investor  Package  worth  $100. 
But  only  until  June  30. 


24-hour  trading  and  quotes  right 
from  your  PC. 

You  can  place  trades  through  QuickWay 
Plus  in  a  matter  of  seconds... day  or 
night.  Specify  order  type  (market,  stop, 
limit),  quantity  and  duration.  Get  the 
latest  quotes  on  more  than  20,000  stocks, 
bonds,  options  and  mutual  funds.  All 
with  total  security  and  privacy. 

Dozens  of  portfolio  management  tools. 

•  Reuters®  personalized  news  clippings 

•  Momingstar*  and  Standard  &  Poor's 
databases 

•  Customized  alerts  and  stock  watches 

•  Portfolio  performance  analyses 
graphed  against  the  S&P  500,  CPI 
indices,  and  more 


Order  your  free  QuickWay  Plus  software 
(diskettes  or  CD-ROM)  today  and 
get  30  days  of  on-line  use  under  our 
Platinum  Subscription  Plan  free.  We'll 
give  you  Microsoft  Money,  the  premier 
personal  financial  management  software, 
free,  when  you  open  an  account.11  That's 
a  total  package  worth  more  than  $100. 
But  only  if  you  act  by  June  30. 


"I'll  help  you  save  significantly 
over  Schwab  and  PCFN. 
Jiisl  come  on-line  with  us'.' 


QUICK^REILLY 

^"MEMBER   NEW  YORK  STOCK  EXCHANGE 

Where  Independent  Investors  Do  Better.  Every  Day. 

•Telephone  survey  12/95  Additional  10*  commission  discount  applies  only  to  stock  and  option  trades.  "Minimum  commission  $37.50.  Services 
vary  by  firm  New  accounts  only  Schwab  and  SircetSmun  are  registered  trademarks  of  Charles  Schwab  &  Co..  Inc.  QuickWay  is  a  service  mark  of 
Quick  &  Reilly.  Windows  and  Microsoft  are  registered  trademarks  of  Microsoft  Corp  Reuters  is  a  registered  trademark  of  Reuters  Limited. 

Momingstar  is  a  registered  trademark  of  Momingstar,  tnc  Quicken  is  a  registered  trademark  of  Intuit  Recommended  Reuuiremenis:  IBM-compati- 
ble PC  4Kb.  9600  baud  modem,  XMR  RAM.  Windows  .»  I  01  Windows  9.05MB  available  hard  disk  space  for  installation. 


Call  1  800  21 1  -ONLINE  Ext.  5976 

On-line  http://www.quick-reilly.com 


Specker.  For  one  reason,  the  Intel 
market  is  still  young,  so  it  is  easier 
for  it  to  gallop  along.  Specker  says 
that  for  all  its  impressive  perfor- 
mance, much  of  the  Intel  growth  will 
be  in  small  business  and  in  depart- 
mental-level servers.  It  will  also  play 
a  key  role  as  an  Intranet  server,  he 
predicts. 

"The  real  watershed  will  be  in 
1999,"  says  Specker.  That's  when  he 
expects  Intel  to  deliver  its  next-gen- 
eration processor,  the  "P7"  chip, 
code-named  Merced  (see  "Server  of 
the  Future,"  page  129).  That  chip 
will  represent  Intel's  first  64-bit  de- 
sign. It  is  under  codevelopment  with 
HP,  although  Intel's  compatibility  re- 
quirements are  driving  the  design, 
says  Specker. 

Even  with  the  P6's  power,  "today, 
the  line  is  still  drawn  at  a  juncture  of 
P6-Windows  system  scalability  and 
manageability,"  Specker  says,  com- 
paring P6  performance  to  RISC  per- 
formance. 

Many  companies  deploy  servers 
of  both  varieties. 

Portland,  Ore. -based  electric  util- 
ity PacifiCorp  sees  a  future  for  both 
Intel  and  RISC  platforms  within  its 
operations.  For  PacifiCorp  chief  in- 
formation officer  Paul  Pechersky,  the 
choice  has  less  to  do  with  raw  ma- 
chine performance  than  it  does  with 
software  applications.  RISC  servers 
from  Sun  house  many  of  PacifiCorp's 
business  applications,  including  a 
suite  of  financial  programs  from  Or- 
acle. That's  because  the  Oracle  pro- 
grams, like  plenty  of  other  business 
applications,  were  originally  devel- 
oped for  the  Unix  operating  system 
running  on  RISC  servers. 

Conversely,  many  of  the  office 
productivity  programs — spread 


sheets,  word  processors  and  the  like — 
kvere  developed  for  Windows  operat- 
ing systems  running  on  Intel  platforms. 
So  Pechersky's  choice  of  "file"  servers 
for  those  programs  was  Intel.  In  fact, 
PacifiCorp  is  in  the  midst  of  what 
Pechersky  calls  a  "server  shuffle."  It  is 
replacing  some  200  departmental  and 
loffice-level  Intel  servers  with  two  large 
Pentium-based  servers — one  in  Port- 
land and  one  in  another  PacifiCorp  ac- 
tion center,  Salt  Lake  City.  The  two 
store  and  dish  out  the  files  and  data  that 
end  users  need  to  complete  their  daily 
office  tasks.  Novell's  NetWare  operat- 
ing system  supports  the  process,  run- 
ning on  the  two  Compaq  servers,  which 
PacifiCorp  ties  together  with  some  su- 
per-fast T3  fiber-optic  lines. 

Wherever  that  line  is  drawn  now, 
Intel  and  its  customers  will  push  above 
it  later  this  year.  Intel  has  developed  a 
four-processor  board  and  chip 
3set.  Compaq,  IBM,  Dell 
and  HP  are  expected  to 
[ship  products  built  on  it 
later  this  year.  I 


MARKET  SHARE  OF  UNIX  SYSTEMS 

REVENUES 

Percent  of  Revenues  by  Manufacturer 

Hewlett-Packard  17.6 

Sun  Microsystems  16.7 

IBM  15.6 

Silicon  Graphics  7.1 

Digital  Equipment  Corp.  6.5 

Other  36.5 

Total  worldwide  market  was  $31.1  bil- 
lion in  1995. 

MARKET  SHARE  OF  UNIX  SYSTEMS 

SHIPMENTS 

Percent  of  Shipments  by  Manufacturer 

Intel  26.4 

IBM  18.6 

Sun  Microsystems  17.1 

Hewlett-Packard  14.3 

Digital  F.quipment  Corp.  3.5 

Other  20.1 

All  figures  are  1995  estimates. 

Source:  International  Data  Corp. 


RANKED  #1 
IN  HIGH  TECH 


T.  Howe  Price  Science  8  Technology  Fund  has  been  successful  at 

identifying  dynamic  opportunities  in  this  field.  The  fund  is  ranked  #1  of 
14  science  and  technology  funds  since  its  inception  (9/30/87)  through 
3/31  /96,  according  to  the  Lipper  Science  &  Technology  Funds  Average;  To 
select  companies  with  the  most  promise,  our  managers  carefully  evaluate 
the  financial  strength  and  the  products  of  each  company. 

Of  course,  the  risks  of  investing  in  this  field  are  commensurate  with 
the  rewards.  As  with  any  stock  fund,  there  will  he  price  fluctuation. 
$2,500  minimum  ($1,000  for  IRAs).  No  sales  charges. 


Call  24  hours  for  a  free  report  and  prospectus 


1-800-541-5853 


Invest  With  Confidence® 

T.RoweRice 


'Source:  tipper  Analytical  Services,  Inc.,  which  ranked  the  fund  #1  out  of  14,  #4  out  of  15,  and  #4  out  of  .55  science 
and  technology  funds  based  on  the  total  returns  for  the  since  inception,  5-year,  and  1-year  periods  ended  5/51/96, 
respectively.  Investment  return  and  principal  value  will  vary  and  shares  may  be  worth  more  or  less  at  redemption  than 
at  original  purchase.  Past  performance  cannot  guarantee  future  results.  Request  a  prospectus  with  more  complete 
information,  including  management  fees  and  other  charges  and  expenses.  Read  it  careful!)  before  you  invest  or  send 
money.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor  mhhiwm 
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IOWA'S  "NEW  STYLE" 
SERVICES  GIVING  BUSINESSES  AN  EDGE 


Iowa  is  taking  economic  incen- 
tives to  the  next  level,  integrat- 
ing technology  with  its  economic 
development  activities  to  offer 
"new  style"  technical  services  for 
business  expansion.  These  ser- 
vices help  make  Iowa  a  very  smart 
-  and  easy  -  choice  for  business. 

TECHNOLOGICAL  EDGE 

Iowa  representatives  are  carry- 
ing state-of-the-art  multimedia  pre- 
sentations, called  I-MEDIA  to 
appointments  with  the  nation's  busi- 
ness executives.  The  laptop  system 
contains  more  than  600  million  bits 
of  site-location  data,  providing  imme- 
diate access  to  facts  on  the  state's 
available  facilities  and  locations. 

Bob  Henningsen,  administrator 
of  the  Iowa  Deparunent  of 
Economic  Development's  Marketing 
and  Business  Expansion  Division, 
says  the  advanced  I-MEDIA  system 
allows  the  department  to  take  all  the 
information  into  the  office  of  a  CEO  inter- 
ested in  expansion  or  relocation.  And 
CEOs  appreciate  the  capability.  "Their 
reaction  is  one  of  surprise  and  amazement 
that  we  can  customize  this  information  for 
them  so  quickly,"  Henningsen  said. 

RESEARCH  CENTERS  HELPING  COMPANIES 
GET  AHEAD 

In  an  effort  to  develop  accessible, 
cost-effective  research,  hundreds  of 
companies  are  taking  part  in  projects 
with  Iowa's  technology  centers.  With 
more  than  30  research  centers  accessi- 
ble to  them  throughout  the  state,  com- 
panies are  able  to  expand  their  research 
and  development  while  reducing  time 
and  risk  in  product  production.  This 
new  business  feature  is  especially 
rewarding  for  the  growing  number  of 
technology-driven  companies  that  call 
Iowa  home.  A  recent  study  by  Coopers 
and  Lybrand  found  that  growth  compa- 
nies with  university  ties  have  produc- 
tivity rates  almost  60  percent  higher 
than  companies  without  that  tie. 

PROVIDING  INSIGHT  INTO  SITE  SELECTION 

To  share  expertise  in  the  site- 
selection  decision,  the  Iowa  Department 


FLUOR  DANIEL 


of  Economic  Development  partnered 
with  Fluor  Daniel  Consulting,  a  leader  in 
global  site  selection,  to  produce  a  busi- 
ness expansion  resource  guide.  Making 
The  Smart  Move:  An  Executive  Guide  To 
Site  Selection  is  a  free  guide  that  covers 
pre-project  planning  steps,  how  to 
screen  the  search  area,  how  to  evaluate 
the  community  and  how  to  implement 
the  project.  Additional  information 
regarding  Iowa  and  its  available  services 
is  also  provided. 

William  Wiitehead,  Director  of 
Projects  at  Fluor  Daniel,  said  the  guide 
is  designed  to  simplify  the  complex 
decision-making  process  in  a  step-by- 
step  format.  'Together,  Fluor  Daniel  and 
the  Iowa  Department  of  Economic 
Development  have  developed  the  com- 
plete guide  to  site  selection,"  Whitehead 
said.  "Business  executives  considering 
expansion  or  relocation  should  have  this 
resource  on  their  bookshelves." 

INCENTIVE  PROGRAMS 

In  addition  to  its  site-selection  guide 
and  its  technological  advantages,  the 
state  is  also  providing  supportive,  busi- 
ness development  programs  for  compa- 
nies in  Iowa  and  others  considering  an 


expansion  or  relocation  to  the 
state.  The  Iowa  New  Jobs  and 
Income  program,  which  includes 
package  of  tax  credits  and  exem 
tions  in  exchange  for  at  least  $lfl 
million  in  new  investments  plus 
the  creation  of  50  or  more  jobs 
meeting  wage  and  benefit  targe 
is  a  powerful  incentive  for  mani 
facturing  companies  to  invest 
in  Iowa. 

In  an  effort  to  maintain  its  co 
petitiveness,  Iowa  is  finding  way 
to  streamline  its  regulatory 
process.  The  Iowa  Department  c 
Economic  Development  has  hire 
a  regulatory  assistance  coordina 
tor  to  serve  as  a  liaison  between 
businesses  and  regulatory  agen- 
cies and  to  smooth  the  permit 
process.  "We  want  to  assist  in 
improving  the  turnaround  time  s 
that  Iowa  businesses  can  spend 
their  time  and  money  where  it 
should  be  spent  -  on  products  ai 
services,"  Henningsen  said. 

The  New  Job  Tax  Credit  is  availabli 
to  corporations  that  have  increased  thi 
number  of  their  employees  by  at  least 
10  percent  and  have  entered  the  Iowa 
Jobs  Training  Program.  The  Jobs 
Training  Program  reimburses  compa- 
nies up  to  50  percent  of  a  new  employ- 
ee's wages  and  fringe  benefits  for  up  ti 
a  year  after  the  hire. 

Other  financial  assistance  program; 
are  available  through  the  Iowa 
Department  of  Economic  Developmen 
including  the  Community  Economic 
Betterment  Account  (CEBA)  and  the 
Economic  Set-Aside  (EDSA)  program, 
which  are  based  on  job  creation  oppor 
tunities  and  economic  impact  to  areas 
the  state. 


Fluor  Daniel  Consulting  and  the  Iowa 
Department  of  Economic  Development 
have  combined  their  expertise  in  site 
selection  into  one  comprehensive 
guide.  Making  the  Smart  Move:  An 
Executive  Guide  to  Site  Selection  is 
available  free  to  expanding  companies. 
Call  1-800-245-IOWA. 


ovative  software  developers 
ade  the  smart  choice. 


The 
Imart  Move: 

lowv 


Quality  companies  such  as  The 
Principal  Financial  Group,  CE  Software 
and  Tone's  have  grown  and  prospered  in 
Iowa  and  continue  to  be  convinced  that 
Iowa  is  the  smart  choice  for  business. 

As  The  Principal's  Chairman  and 
Chief  Executive  Officer  David  J.  Drury  puts 
it,  "Iowa  workers  are  better  educated,  and 
their  solid  midwestern  work  ethic  enables 
us  to  hire  and  keep  good  people.  We  haven't 
experienced  the  employee  'revolving 
door.'  Those  who  join  The  Principal  tend 
to  stay.  That  enhances  our  ability  to 
establish  and  achieve  long-term  goals.  It's 
what  got  us  where  we  are  today." 

In  addition  to  a  highly  educated,  pro- 
ductive workforce,  Iowa  offers  a  profitable 
business  climate.  The  state  has  no  property 
tax  on  manufacturing  machinery  and 
equipment ...  a  single-factor  corporate 
income  tax  .  .  .  workers'  compensation 
costs  35  percent  below  the  national  aver- 
age .  .  .  and  the  nation's  lowest  new 
employer  unemployment  insurance  rate. 

Join  the  quality  companies  that  are 
enjoying  the  benefits  of  the  smart  state 
for  business.  For  your  free  copy  of  Making 
The  Smart  Move:  An  Executive  Guide  To 
Site  Selection,  written  by  leading  interna- 
tional consultants  Fluor  Daniel,  contact 
the  Iowa  Department  of  Economic 
Development:  SmartState@ided.state.ia.us 


CALL  1-800-2454OWA 


IOWA 


THE  SMART  STATE 


FOR  BUSINESS 


i® 


ubsidiary  of  Burns-Philp,  the  world's  largest  spice  distributor, 

made  the  smart  choice. 
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lohn  Draper 


LEGENDS 


The  age  of  high  hacking  began  not  with  a  bang  but -a  whistle. 
Early  in  1972,  John  Draper,  a  slightly  squirrelly  engineer  at 
National  Semiconductor,  took  a  tiny  plastic  whistle  retrieved 
from  a  box  of  Cap'n  Crunch  cereal,  glued  the  third  hole  shut 
and  blew  a  screeching  high  A  into  a  telephone.  The  note  re- 
produced the  2,600-cycle  tone  that  signified  a  phone  call  was 
over.  Instantly,  toll  charges  stopped. 

"It  was  a  revelation,"  says  the  spiritual  head  of  the  com- 
puter underground,  his  blue  eyes  sparkling  under  a  corona 
of  graying  hair.  At  a  time  when  computers  were  vast  ma- 
chines owned  by  big  corporations  and  big  government, 
Draper  could  manipulate  Ma  Bell's  electron- 
ic cerebellum  with  a  few  short,  sharp  squeaks. 
"It  blew  me  away,"  he  says. 

Twenty  years  earlier,  AT&T  had  built  its 
new  direct-dial  system  around  multifrequen- 
cy  tones — musical  notes,  generated  by  dial- 
ing, that  route  a  call  and  determine  when 
billing  begins  and  ends.  To  save  money,  en- 
gineers put  the  multifrequency  tone  and  voice 
on  the  same  circuit.  Dumb  move.  Anyone  able 
to  reproduce  those  high-pitched  squeals 
(whose  frequencies  were  described  in  obscure 
tech  manuals)  could  make  free  phone  calls. 
Scamming  AT&T  became  known  as  "phreak- 
ing" — a  linguistic  coupling  ot  phone,  freak  and  free. 

For  Draper,  however,  making  free  phone  calls  was  a 
sideshow.  He  was  a  ham  radio  operator  and  a  telecommu- 
nications nut.  In  the  Air  Force  he  had  manned  complex  radar 
systems  and  explored  Autovon,  the  internal  Air  Force  phone 
service.  The  phone  company  offered  Draper  a  technical  job 
after  his  discharge,  but  he  turned  it  down.  The  $650  month- 
ly salary  was  too  low. 

Instead,  he  became  Cap'n  Crunch,  King  of  the  Phreak- 
ers.  Draper  built  a  primitive  tone  generator,  called  a  blue 
box,  to  mimic  other  Bell  tones.  If,  as  George  Orwell  sug- 
gested, all  humor  is  subversive,  then  Draper's  self-amusing 
rambles  through  Bell's  electronic  labyrinth  were  downright 
seditious.  He  punched  through  busy  signals  and  listened  in 
on  phone  conversations  (a  practice  he  quickly  abandoned 
after  hearing  his  girlfriend  sweet-talking  another  man).  He 
and  a  group  of  phreakers  even  called  Richard  Nixon's  pri- 
vate line  in  the  White  House,  informing  the  chief  executive 
that  there  was  a  critical  shortage  of  toilet  paper  in  South- 
ern California.  "It  was  all  innocent  curiosity,"  says  the  53- 
year-old  Draper,  a  gloriously  rumpled  mess  in  black  run- 
ning pants  and  a  Batman  Forever  sweatshirt.  "We  were  not 
out  to  wreck  Bell's  system.  Just  explore  it." 

In  October  1971,  Esq  a  ire  magazine  profiled  Draper  and 
the  phreaker  craze.  College  undergrad  Steve  Wozniak,  still 


five  years  away  from  cofounding  Apple  Computer,  contact- 
ed Draper,  eager  to  learn  the  codes  to  dial  long  distance. 
The  Cap'n  obliged.  "Woz's  first  call  was  to  the  pope,"  Drap-j 
er  says.  "He  wanted  to  make  a  confession." 

Draper  and  Wozniak  joined  other  phreakers  who  were 
reshaping  circuit  boards  into  the  guts  of  the  first  personal 
computers.  Draper's  celebrated  electronic  scouting  expedi- 
tions inspired  these  do-it-yourself  technology  junkies,  ea- 
ger to  pull  computing  power  out  of  its  climate-controlled 
fortresses  and  put  it  into  the  hands  of  the  people.  A  short 
time  later,  Wozniak  built  the  Apple  I.  The  whiff  of  revolu- 
tion was  in  the  air. 

As  was  paranoia.  Nixon  was  president, 
Hoover  headed  the  FBI  and  Ma  Bell  feared — 
irrationally — that  a  handful  of  phreakers  could 
take  it  down.  The  company  wanted  heads  to 
roll.  Or  at  least  one  head.  Draper's  would  do. 
In  May  1972,  returning  from  a  Fortran  pro- 
gramming class,  Cap'n  Crunch  was  arrested. 
The  charge  was  wire  fraud.  He  got  off  with 
probation,  but  four  years  later  he  was  again 
convicted  of  wire  fraud  charges.  Draper  served 
a  four-month  stretch  in  Lompoc  Federal 
Prison  in  California,  where  he  taught  phreak- 
ing  tricks  to  fellow  inmates  "so  they  would 
stop  beating  me  up."  In  the  wake  of  Draper's  conviction,  al- 
most every  law  enforcement  officer  woke  up  to  the  threat  of 
computer  hacking.  By  the  mid-1980s  many  states  had  crim- 
inalized hacking  activities  such  as  "theft  by  browsing." 

Although  Draper  served  as  a  flash  point  for  the  do-it- 
yourself  movement,  the  riches  that  swept  over  other  PC 
pioneers  passed  him  by.  He  worked  with  Wozniak  and 
wrote  EasyWriter,  the  first  word  processing  program  to  run 
on  both  an  Apple  II  and  an  IBM  PC.  Wozniak  says  the  pro- 
gramming Draper  did  "was  15  years  ahead  of  its  time."  To- 
day Draper  lives  in  a  small  room  of  a  100-year-old  hunting 
lodge  in  the  hills  north  of  San  Francisco.  He  gets  high  by 
dancing  to  rave  music  at  160  beats  per  minute  ("Not  bad 
for  an  old  nerd,  eh?")  and  builds  Web  pages  for  the  Marin 
Cyber  Group,  responding  to  the  populist  impulse  that  in- 
spired him  two  decades  ago.  He's  still  an  inveterate  tinker- 
er;  during  a  recent  blackout  he  hooked  his  PowerBook  to  a 
car  battery  and  programmed  additions  to  his  Web  page 
(http://www.vcomm.net/~crunch/work/resume.html)  by 
candlelight. 

Though  his  phreaking  days  are  gone,  Draper's  ir-^ 
reverence  remains.  "I  never  bought  into  this  idea  jg& 
that  computers  were  stout,  serious  machines," 
he  says.  "I've  always  thought  they  were  a  lot 
more  fun  than  that."  — James  Daly 
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INVESTING  IN  ART: 


THE  ART  OF  KNOWING  WHO  KNOWS.. 


American  Art  1 840- 1 940 


Chtlde  Hassam,  Beach  Umbrellas,  watercolor,  7x9  inches,  signed 


Mary  Cassatt,  Heads  of  Two  Young  Women,  pastel  on  paper,  18  x  18  inches,  1910 


Serious  collectors  already  know  about  us.  If 
are  beginning  to  collect  or  have  an  existing 
lection  you  should  know  about  us  too. 

For  the  past  twenty  five  years  we  have  adv: 
collectors  both  corporate  and  private,  as  we 
museums,  concerning  the  acquisition  of  imjl 
tant  works  of  art.  Our  areas  of  expertise  includj 

American  Art  from  1840-1940.  This  histor) 
time  period  includes  works  by  artists  of 
Hudson  River  School  of  American  landscj 
painting  such  as  Heade,  Silva,  Whittreq 
Bierstadt,  Kensett,  Gifford,  and  others;  19th  cl 
tury  American  genre  painters;  19th  centl 
American  Still  Life  painters  such  as  Harnet,  P^ 
Rosen,  and  others;  American  Impression 
painters  such  as  Hassam,  Weir,  Robinson,  Chi 
Frieseke,  and  others;  early  20th  century  art 
such  as  the  Eight  or  Ashcan  group,  Glackej 
Henri,  Shinn,  Luks,  Sloan,  Prendergast,  Da^ 
and  Lawson.  The  Steiglitz  group  of  Ameri<j 
Modernists,  Hartley,  Dove,  Marin,  O'Keq 
Bluemner  and  others.  Hopper,  Marsh,  Burchfi 
Benton,  Avery  and  others. 

French  19th  and  early  20th  century  Europ^ 
art,  including  the  French  Impressionists,  Mon 
Sisley,  Pissaro,  Renoir,  also  artists  such  as  De| 
Lautrec,  Manet,  Courbet,  Matisse,  Picas 
Braque,  Derain,  Duty,  Gauguin,  Emile  Berna 
and  others. 

19th  century  European  academic  art,  WJ 
Bougereau,  Gerome,  Tissot,  Godward,  Taderj 
and  others. 

We  appraise  existing  collections,  make  reo 
mendations  for  their  enhancement  and  expi 
sion  and  offer  advice  on  trading  art  within  ci 
rent  market  trends.  Where  there  is  potential 
growth  and  investment  opportunity  we  initi; 
new  areas  of  collecting.  For  any  and  all  aqui 
tions  we  provide  research,  condition  repot 
computerized  current  market  surveys  and  recot 
mendations  for  framing. 

If  you  are  a  beginning  collector,  we  will  iden 
fy  and  define  those  areas  of  collecting  which 
respond  with  your  aesthetic  taste. 

If  you  have  an  existing  collection,  we  will  0 
advice  on  subjects  ranging  from  trading  a  work 
art  from  the  collection,  acquiring  a  work  of  art! 
the  collection,  and  the  most  advantageous  wayl 
selling  an  important  work  of  art. 

Please  advise  us  by  fax  or  by  phone  concerni! 
your  collecting  interests,  and  if  you  would  like 
be  on  our  mailing  list. 


European  Art  1 840-1  goo 


William  Bouguereau,  Maternal  Love  (Admiration  Maternelle) ,  oil  on  canvas,  46  x  3 5 14  inches,  signed  W.  Bouguereau  (lower  left) 


O AN  MICHEL M A N,  Ltd. 

Appointment  Only  New  York:  Monday  -  Friday:  (212)  535-4524  Telefax:  (212)  517-6672 
Chicago:  Monday  through  Friday:  (312)  957-1330  Telefax:  (312)  427-0463 


IN  CELLULOID  VALLEY 

A  purloined  memo  reveals  Hollywood's  thoughts  on  Citizen 
Gates  (or  whatever),  the  movie.  By  Owen  Edwards 


To:  Michael  Eisner 
From:  Teddy  Van  Zandt 
Re:  Silicon  Valley,  The  Movie 

Dear  Mike, 

Has  it  occurred  to  you  that  the  big  movie  about  the  com- 
puter business  has  yet  to  be  made?  (What  a  question!  Every- 
thing occurs  to  you.)  There've  been  lots  of  scripts  nibbling 
around  the  edges  of  what  is,  after  all,  the  happening  thing 
in  just  about  everybody's  life  today.  Am  I  wrong,  here?  You 
know,  nerdpix  like  Sneakers  and  The  Net  (or  whatever).  You 
can  hardly  make  a  film  these  days  without  some  kind  of 
computer  shtick.  The  computer  is  the  new  sidekick — Ton- 
to,  Robin,  Lois  Lane,  whoever.  Stick  a  little  box  in  a  few 
scenes,  and  you've  got  a  supporting  actor  who  doesn't  make 
demands.  I  mean,  HAL  just  about  walked  away  with  2001 
and  he  didn't  need  a  trailer  or  a  stunt  double  or  a  freaking 
percentage  of  the  gross.  And  speaking  of  the  sainted  HAL, 
let's  not  forget  what  a  great  villain  the  computer  makes. 
Give  a  bad  guy  a  computer — or  a  computer  for  a  brain,  like 
The  Tenninator — and  the  damn  script  writes  itself.  You  don't 
need  to  pay  Joe  Eszterhas  $3  mil  to  screw  it  up.  If  they'd 
stuck  some  whacked-out  nerd  in  Showgirls  (maybe  his  soft- 
ware was  ruined  by  a  virus  he  got  from  downloading  porn 
and  he  was  out  for  revenge),  they  might  not  be  wondering 
where  the  hell  their  money  went. 

But  I'm  not  talking  about  plots  where  computers  are 
part  of  the  action.  I'm  talking  the  BIG  story,  the  one  about 
how  people  you  wouldn't  want  to  do  lunch  with— kids,  for 
god's  sake,  with  zero  style — are  raking  in  the  kind  of  mon- 
ey only  really  special  people  like  you,  Michael,  used  to  make. 
Some  Silicon  Valley  kid  who  still  has  baby  fat  just  went 
from  having  to  finance  a  bag  of  Fritos  to  being  worth  $200 
mil  in  a  day!  With  our  casting  clout,  we  could  take  a  char- 
acter like  that,  pump  up  the  glamour  and  make  a  little  box- 
office  history.  Some  studio  is  going  to  do  this  picture — I 
see  it  as  the  next  Citizen  Kane,  only  a  lot  better  in  the  bot- 
tom-line department — and  that  studio  ought  to  be  us. 

Obviously,  we  need  a  story,  so  I've  got  my  seven  dwarfs 
(ha-ha)  scrounging  around  at  the  bookstores.  There's  some- 
thing about  a  guy  named  Mitnick  or  Melnick  (or  whatev- 
er) breaking  into  computers  and  some  Bruce  Lee  type  track- 


ing him  down.  But  that's  old.  Been  there,  hacked  that 
y'know?  We  need  an  approach  like  Oliver  Stone's  Wa\ 
Street,  but  without  Stone,  of  course.  Or  maybe  like  All  th< 
President's  Men.  If  we  want  a  G  rating,  we  could  even  dc 
an  It's  a  Wonderful  Life  spinoff.  Innocent  programmer  (Chris- 
tian Slater?)  invents  cool  gizmo  but  his  IPO  tanks  and  he'; 
gonna  lose  his  Porsche.  Then  some  angel  who  has  a  ven-j 
ture  capital  company  but  no  wings,  etc.,  etc.  A  little  sej 
couldn't  hurt.  Imagine  Sharon  Stone  crossing  and  recross-j 
ing  her  legs  while  using  a  laptop  to  e-mail  Mike  Douglai 
about  how  she  seduced  some  dork  and  stole  his  megabucll 
Web  browser  (or  whatever).  Kind  of  a  digital  Mata  Har) 
thing.  Sex,  Lies  and  Software.  Well,  maybe  this  approach] 
isn't  right  for  Disney.  Maybe  we  hire  that  Brit  who's  writ-" 
ing  everything  these  days — Jane  Austen,  isn't  it? 

Let's  talk  casting.  The  big  roles:  Steve  Jobs  and  Bill 
Gates.  Jobs  is  an  oddball,  very  big  on  vision,  so  I'm  think- 
ing Keanu  Reeves — half  cyber,  half  surfer,  kind  of  Poini 
Break  with  bandwidth,  Speed  with  a  junk  food  jones  (oi 
whatever). 

Gates  is  tougher  to  cast.  He's  a  goofy  genius:  bad  hair, 
no  muscle  tone,  etc.  Not  much  to  build  on,  but  he's  rich- 
er than  10  Kanes,  so  he's  gotta  be  the  heavy.  John( 
Malkovich  is  doing  a  lot  of  psycho  stuff,  but  he's  too  over-j 
the-top.  Dweeby  and  creepy  are  different,  right?  Chrisi 
Farley  is  huge  after  Black  Sheep.  Problem:  He  actually  i& 
huge.  Computer  jocks  are  famous  for  high-fat  diets,  but] 
we're  talking  Jabba  the  Hut  here.  I  say  go  with  Tom  Cruise. 
I  mean,  who  wants  to  take  a  chance  on  the  way  Gates  ac- 
tually looks?  Cruise  lets  us  cast  Nicole  Kidman  as  the  new! 
Mrs.  Gates;  she  can  do  her  To  Die  For  thing.  Lady  Mac- 
beth goes  cyberpunk. 

There  are  a  couple  of  good  supporting  roles.  Some  guy 
named  Larry  Ellison,  who's  kind  of  scary — like  a  Japanese: 
warlord,  only  Jewish.  I  see  Steve  Seagal.  Then  there's  a 
Hungarian  big  shot  at  Intel.  Andrew  Groove,  or  something. 
We  can  make  him  good  or  bad  depending  on  how  the  anti- 
immigrant  sentiment  is  playing  in  the  polls.  How  about  Je- 
remy Irons?  He  sounds  foreign,  but  not  too  foreign.  Kind 
of  Claus  von  Biilow  meets  MIT.  Maybe  we  make  Groove  a 
woman.  Nobody  does  Hungarian  like  Meryl  Streep. 
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ensley  Segal  Rentschler  offers  a 
impelling  challenge  to  advertisers 
use  the  Internet- now -to  build 
Dportunities  in  markets  characterized 
1/  fragmentation." 

INTERNET  WORLD 


"In  general,  advertising  is  going  to 
change  completely.  I  think  Hensley 
Segal  Rentschler  is  already  there." 

GEORGE  GILDER 


I  ensley  Segal  Rentschler  is  recognized 
pr  foresight  and  innovation  in  the 
law  media  revolution." 

BUSINESS  MARKETING 


w  in  u  j  f    1 1 

m : 


"There's  hope  for  every  vp/marketing... 
Hensley  Segal  Rentschler  may  be 
anticipating  the  future." 

ADWEEK 


Thankfully, 
New  Media  Isn't  Entirely 
A  World  of  Unknowns 


It's  no  longer  a  question  of  if  or  even  when  to  bring  new, 
interactive  forms  of  communications  into  your  marketing  mix. 
The  time  is  now.  "Get  us  on  the  Web"  is  a  cry  heard  throughout 
the  corporate  land.  And  nowhere  is  the  need  to  dive  in  to  new 
media  felt  with  more  urgency  than  in  business-to-business 
marketing.  After  all,  the  largest  installed  base  of  digital 
processing  technology  in  the  world  sits  on  the  desktops  of 
business  decision  makers. 

Before  you  take  that  plunge  into  the  unknown,  talk 
to  a  known  quantity.  Too  many  new  media  experts  are 
new  to  the  idea  of  moving  markets  and  making  money. 


But  Hensley  Segal  Rentschler,  according  to  Business 
Marketing,  "mixes  new  age  ideas  with  age-old  techniques 
of  niche  business  marketing." 

Hensley  Segal  Rentschler  serves  the  interactive  media 
needs  of  prominent  private  companies  and  globally  respected 
Fortune  500  corporations.  And  we're  winning  the  plaudits 
of  industry  observers  and  clients  alike.  So  why  venture  into 
new  media  alone,  when  you  can  partner  with  a  company 
that  knows  the  way?  Visit  us  on  the  World  Wide  Web: 
http://www.hsr.com.  Contact  us  by  E-mail:  segal@hsr.com. 
Or  connect  by  more  traditional  means:  513.671.3811. 


Hensley- Segal -Rentschler 

ADVERTISING  AGE'S  BUSINESS  MARKETING  AGENCY  OE  THE  YEAR  •  1  99  5  96 
Niche  Mastery  •  Substantive  Content  •  Speed  •  Shrewd  Advice 


The  Big  Picture 


TIN  KERENS  SECRET 

A  generation  ago,  experts  declared  cheap  innovation  dead.  Wrong 
then,  more  wrong  each  year.  By  Virginia  I.  Postrel 


Gail  Borden  was  a  surveyor,  land  agent  and  news- 
paperman before  he  hit  it  big  with  condensed  milk. 
Clarence  Birdseye  was  a  naturalist  and  author  be- 
fore he  happened  on  quick-freezing  food.  King 
Gillette  was  a  traveling  salesman. 

After  World  War  II,  however,  conventional  wisdom  held 
that  such  independent  inventors  were  anachronisms.  The 
era  of  the  tinkerer — the  obsessed  individual  working  per- 
haps for  love,  perhaps  for  riches,  but  outside  the  confines 
of  the  corporate  lab — had  passed. 

"Technical  development  has  long  since  become  the  pre- 
serve of  the  scientist  and  the  engineer,"  wrote  John  Kenneth 
Galbraith  in  1952.  "Most  of  the  cheap  and  simple  inventions 
have,  to  put  it  bluntly  and  unpersuasively,  been  made." 

Galbraith's  statement  seems  pretty  silly  today  and  has  for 
20  years.  The  personal  computer  restored  the  myth  of  the 
garage-based  tinkerer.  But  in  the  era  of  Microsoft,  we're 
starting  to  hear  those  old  arguments  again:  Developing  a 
successful  product,  it  is  said,  requires  big  startup  bucks,  big 
distribution,  big  teams  of  experts. 

That  is,  of  course,  true  of  some  products.  But  the  Net  and 
the  PC — and  an  economy  that  rewards  intangible  products 
and  playful  entrepreneurs — still  make  room  for  tinkerers. 

Take  Mark  Pettus  of  MightyToad  Software.  Since  1994, 
he's  created  more  than  700  icons  for  the  Mac  desktop  and 
made  more  than  $15,000  selling  them  through  America  On- 
line. That  may  not  sound  like  a  lot  of  money,  but  Pettus  is 
an  18-year-old  whose  business  is  very  part-time. 

He  entices  customers  with  free  samples  and  low  prices — 
$15  for  his  entire  oeuvre.  Once  a  design  is  done,  filling  an 
order  costs  about  a  dollar  and  takes  very  little  time.  Pettus, 
who  lives  on  a  farm  in  Franklin,  Tenn.,  says  the  Internet  is 
a  tinkerer's  dream.  It  provides  "an  instant  audience  of  mil- 
lions" and  knocks  down  barriers  to  commerce,  allowing  even 
"a  lowly  high  school  student"  to  meet  big-time  customers. 

Low  startup  costs  extend  to  more  sophisticated  businesses, 
too.  When  Ron  Unz  challenged  California  Gov.  Pete  Wil- 
son in  the  1994  Republican  primary,  the  Los  Angeles  Times 
called  him  a  "computer  magnate."  In  fact,  Unz's  Palo  Alto 
company,  Wall  Street  Analytics,  has  only  a  half-dozen  em- 
ployees and  annual  sales  "in  the  seven  figures,"  Unz  says.  It 
makes  very  high-end  software  used  by  investment  banks  to 
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analyze  complex  financial  instruments. 

A  classic  tinkerer,  Unz  has  no  formal  programming  train 
ing.  He  was  a  physics  graduate  student  at  Stanford  when  : 
summer  job  on  Wall  Street  exposed  him  to  the  esoteric  math 
ematics  of  modern  finance.  He  picked  up  C++,  and  soon  h« 
and  a  friend  had  launched  a  company  from  Unz's  Queen 
apartment.  Living  on  their  savings,  they  raised  $15,000  in 
startup  capital  by  maxing  out  credit  cards.  From  that  iu| 
vestment  came  software  that  has  been  used  to  design  and  is< 
sue  about  $80  billion  in  complex  securities — and  enough  per 
sonal  wealth  to  finance  a  quixotic  political  campaign. 

Most  tinkerers  work  alone  or  with  a  partner,  but  the  Nei 
has  created  a  new  phenomenon:  worldwide  collaboration] 
The  most  striking  example  is  Linux,  the  freely  distributee 
version  of  Unix  that  turns  a  PC  into  a  virtual  workstation) 
"Every  single  Unix  hacker  on  the  planet  has  joined  in-H 
thousands  of  programmers  have  contributed  to  this  project,' 
says  technology-magazine  publisher  Carl  Helmers,  best 
known  as  the  cofounder  of  Byte.  This  doesn't  mean  that  no 
one  is  making  money  off  Linux  (as  you'd  think  from  read' 
ing  the  left-wing  press).  Michael  K.  Johnson,  editor  of  the 
35,000-circulation  Linux  Journal,  counts  18  companies  "of) 
the  top  of  my  head"  that  are  selling  the  code  on  CD-ROMsi 

Then  there's  Caldera,  a  two-year-old  Orem,  Utah,  com 
pany  funded  by  Ray  Noorda,  the  founder  of  Novell.  In  Feh 
ruary,  Caldera  began  shipping  its  Caldera  Network  Desk 
top,  a  $99  Linux-based  operating  system  that  includes  jusi 
about  every  Internet  function  under  the  sun.  By  giving  conn 
panies  a  cheap,  easy  way  to  establish  Web  servers  on  exist- 
ing machines,  the  product  could  sneak  Linux  into  a  corpo< 
rate  market  that  would  otherwise  resist  it.  And  by  using 
Linux  as  its  base,  Caldera  has  been  able  to  drastically  un- 
derprice  such  competitors  as  SunSoft's  Solaris  ($1,995),  the 
Santa  Cruz  Operation's  Open  Server  and  UnixWare 
($1,295),  and  Windows  NT  ($699).  Early  customers  include 
Southwest  Airlines  and  the  University  of  North  Texas 

Linux  is  a  classic  hacker  phenomenon:  a  mixture  of  plaj 
and  commerce,  a  public  good  with  private  spinoffs,  an  ever- 
evolving  product  "financed"  by  tinkerers  having  fun.  Gal- 
braith would  never  understand.  ■ 
Virginia  I.  Postrel  (Vpostr ■el@aol.com)  is  the  editor  of  Reason  magazine' 


The  Convergence  Is  Coming 


i 


The  Equivalent  of  Five  Conferences 
In  One  Place.  At  One  Time. 


In  One  Place,  At  One  Time. 

June  17-19, 1996,  New  Orleans 
Ernest  N.  HoricK  Convention  Center 


►  Over  75  Track  Sessions  and  Workshops  Featuring 

•George  Gilder-Forbes  ASAP  •  Scott  Kurnit-MCI/News 
•Ted  Leonsis-AOL  •  Mark  Kvamme-CKS/Group 
•Bob  Schmetterer-Messner  Vetere  •  Martin  Nisenholtz-The 
New  York  Times  •  Bruce  Judson-Time  Inc.  New  Media 
•Bob  Greenberg-R/GA  Digital  Studios  •  Greg  Moyer-The 
Discovery  Channel 


Hundreds  of  Cutting-Edge  Exhibits 


♦  : 


Managed  by: 

Production  Group  International 
2200  Wilson  Blvd.  •  Suite  200 
Arlington,  VA  22201 
(703)  528-8484 


The  Convergence  of  Technology  with 
Marketing  Communications  and  Advertising 

Will  You  Be  Here  to  Meet  It? 

For  More  Information  on  Attending,  Exhibiting  or  Sponsoring, 
Check  Out  Our  Web  Site  at 

http://www.acl-tech.com 

or  e-mail  skip@ad-tech.com 

or  call  800-555-1812 
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THE    PETERS  PRINCIPLES 


(continued  from  page  148)    1995  was  about  plans  and  principles 
(see  that  Feb.  26  ASAP  offering).  But  1996  was/is  about  re- 
ality... in  particular,  sourcing  reality  from  12,000  miles  away! 
Note: 

(1)  Our  agents  are  proven  with  large  accounts. 

(2)  Our  producers  are  proven  with  large  accounts. 

(3)  Our  freight  forwarder  is  first-rate  and  proven. 

(4)  Our  bankers  are  terrific  (no  kidding). 
That  is,  in  principle,  it  all  looks  just  great. 

But  now  showtime  approaches ...  at  the  speed  of  light, 
or  at  least  faster  than  a  freighter  from  Bombay  (a  retail 
"concept  store"  in  Vermont...  to  open  45  days  after  the 
penning  of  this  article...  a  big  splash  in  the  high-rent  dis- 
trict of  High  Point,  N.C.,  in 
early  October  for  what  may 
be  the  premier  trade  show  in 
our  industry).  And... well... 

Fred  Brooks  was  one  of 
the  chief  architects  of  the  fa- 
bled/industry-redefining IBM 
System  360  computer  (which 
dominated  the  computer  in- 
dustry for  1 5  years,  starting  in 
the  mid-'60s).  Writing  after 
the  fact  about  the  excep- 
tional development  process 
(in  The  Mythical-Man  Month), 
he  said,  "How  does  a  project 
get  to  be  a  year  late?  One  day 
at  a  time." 

And  that,  highfalutin  prin- 
ciples and  principals  notwith- 
standing, was  happening  to 
us...  no,  to  me...  in  early 
1996. 

What  to  do? 

The  faxes  flew.  The  e-mails  flew  even  faster.  But:  "How 
does  a  project  get  to  be ...  ?" 

I  don't  know  how  it's  all  going  to  turn  out  (exactly  the 
same  thing  I  said  in  my  first  Forbes  ASAP  article  about  the 
startup) ...  but  I  do  know  things  are  looking  modestly  up, 
relative  to  the  important  sourcing/delivery  schedule.  Why? 

All  you  have  to  do  is  look  at  the  stamps  in  my  and  my 
partners'  passports.  They  provide,  as  Woody  might  say, 
"90%  (not  75%)  of  the  answer." 

Being  there. 

We  were  in  India  in  late  February.  The  slippage  since 
December  was  alarming.  (Understatement.)  Happened  that 
I  was  going  to  be  in  Korea,  on  a  seminaring  trip,  15  days 
later.  At  the  end  of  a  weeklong  visit,  as  we  went  through 
our  final  "production  progress  review,"  I  offhandedly  said 
(the  idea  occurred  in  a  flash... no  malice  aforethought),  "I've 
got  a  'free  day'  between  Korea  and  Honolulu  on  Saturday, 
March  9.  I'll  pop  over  to  Delhi  and  have  a  look  at  things." 

Forbes  ASAP  readers  are  smart.  So  I  cannot  in  any  way, 
shape  or  form  prove  to  you  that  a  lot  more  was  done  than 
I  dared  dream  by  the  ninth  of  March  because  of  my  casual, 


On  a  long  vacation  a 
while  back  (pre-startup!), 
I  observed  that  the  act  of 
moving  my  bike  from  the 
garage  where  I  "safely" 
kept  it  (rusting)  to  the 
back  steps... a  move  of 
about  1 0  yards .. .  caused 
usage  to  shoot  up  in- 
stantly. Why?  Being  there. 


22-hour  "pop-in."  BUT  I  BELIEVE  IT  WITH  EVER' 
CELL  IN  MY  BRMN/BODY. 

(Two  of  us  pulled  the  same  stunt  a  month  later,  ei 
tending— at  the  last  minute — a  trip  by  three  days,  Frida 
to  Monday . . .  and  seeing  an  inordinate  amount  of  progrei 
over  the  weekend ...  during  which  we  sunbathed  and  rea 
good  fiction.) 

In  fact,  this  lesson  has  been  learned  time  and  again  i 
our  startup.  Our  founder/chief  designer  has  cut  months ...  lit) 
erally...off  the  prototyping  cycle  by  taking  an  extra,  han 
rowing  200-mile  road  trip  to  the  main  producer's  opera 
tion...only  48  hours  after  the  prior  visit;  th 
"correction/partial  prototyping  cycle"  evaporates  from 

month  or  more  (even  with  e.M 
pensive  air  shipments)  to  al 
most  nothing  as  a  resulj 
Likewise,  face-to-fac 
meetings  with  our  banker 
and  freight  forwarders  i 
Delhi  and  Bombay  are  na 
normal  for  a  little  outfi 
like  ours...  and  clearly  can 
ture  the  attention  of  thos 
we  visit. 

IT  IS  ALL-IMPOR 
TANT...  GEORGE  (se 
the  article  "City  vs.  Coun 
try,"  the  Feb.  27,  1993 
Gilder-Peters  face-off  oi 
the  future  of  cities)...  TC 
HAVE  THE  CYBER 
AGE  STREAM  OF  E 
MAIL/FAXES  UNDER 
PINNED  BY  A  MOSTL' 
FATUOUS,  ONE-HOUH 
ON-SCENE,  FACE-TO 
FACE  CHAT.  Woody  Allen  says  so.  Mark  McCormac 
says  so.  And  so  do  I...  damn  it. 

All  of  this  is  about  making  it  impossible  to  be  ignored 
And,  I  believe,  at  least  for  the  foreseeable  future  (prior  tl 
the  coming  Age  of  Teleportation  that  IBM  is  now  advertis 
ing),  the  physical  presence  (showing  up)  will  remain  90*31 
of  any  act. 

A  couple  of  years  ago  I  moved  my  big  Random  Hons 
Unabridged  Dictionary  from  a  shelf  to  a  table  that  I  pass 
dozen  times  a  day.  Within  days,  I  was  using  the  dictionar 
more  frequently  than  before.  On  a  long  vacation  a  whil 
back  (pre-startup!),  I  observed  that  the  act  of  moving  mi 
bike  from  the  garage  where  I  "safely"  kept  it  (rusting)  to  th 
back  steps...  a  move  of  about  10  yards...  caused  usage  t 
shoot  up  instantly.  Why?  Being  there. 

You  can  pretend  to  care,  but  you  can't  pretend  to  b 
there,  says  our  guide  to  life  and  old  buddy  Texas  Bix  Ben 
der.  Maybe  I  like  that  one  even  better  than  Woody  Mien': 
And  maybe . . .  just  maybe . . .  Texas  Bix's  homily,  even  in  thes 
sophisticated/For/;^  .4S.4P/cyberage  days,  is  just  about  all  yo 
need  to  know  about  startup  life  ...  and  life  itself.  I 
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THE    PETERS  PRINCIPLES 


ALL  YOU  NEED  TO  KNOW 

The  cybercrowd  is  wrong;  Woody  Allen  was  right.  Few  thing! 
happen  until  somebody  shows  up.  By  Tom  Peters 


This  is  Forbes  asap.  The  info-tech  magazine,  as  we  to- 
tally unbiased  contributors  see  it.  And  you  are  about 
to  read  the  lowest-tech  article  you  may  read  all 
year ...  in  any  magazine. 
You  see,  it's  time  for  my  occasional  update  from  startup 
land.  (Readers  of  my  Feb.  26  Forbes  ASAP  column,  "Of 
Things  Fundamental,"  will  recall  that  I'm  involved  up  to 
my  earlobes  with  a  friend's  low-tech  startup.)  My  last  set  of 
"lessons"  were  pretty  abstract  (prototype  til  you're  blue  in 
the  face,  etc.,  etc.).  But  now  the  rubber  is  beginning  to  meet 
the  road,  and  to  say  the  least,  abstraction  is  a  luxury  I  can- 
not afford...  figuratively  or  literally. 
No  "top  10  'lessons'"  in  this  column. 
Just  one. 

The  honors  go  to  Woody  Allen,  said  to  have  said,  "90% 
of  life  is  showing  up."  (Actually  even  this  Alienism  is  not  in- 
nocuous. One  friend  tells  me  it  was  "75%  of  success. . . ," 
another  says  80%.  Yet  another  insists  it  was  "90%  of  sex  is 
showing  up."  Whatever.  ...) 

My  low-tech  startup  in  the  home-furnishings  business  is 
initially  sourcing  exclusively  from  India.  India,  newly  liber- 
ated economically,  more  or  less ...  things  are  surely  differ- 
ent/better/more entrepreneurial  than  on  my  first  visit-to- 
lecture  in  1987.  Still. ..it  ain't  San  Jose  or  Cambridge. 

Back  to  Woody.  Being  there.  Face-to-face.  (Not  modem- 
to-modem.)  That's  what  I'm  learning...  and  relearning. 

Woody  is  not  alone. 

I  once  heard  superagent/sports  guru  Mark  McCormack 
say  it's  sometimes/frequently  worth  a  6,000-mile  round-trip 
to  "take"  a  five-minute  (literally)  face-to-face  meeting;  noth- 
ing else  can  cement  the  seriousness  of  your  intent.  A  forest 
products  exec  gave  me  a  book  of  sayings  from  Texas  Bix  Ben- 
der (honest!).  The  first,  I  recall,  went  like  this:  "You  can  pre- 
tend to  care.  You  can't  pretend  to  be  there."  And  no  less  an 
info-tech  luminary  than  Sun  Microsystems  CIO  Bill  Raduchel 
asserts,  "The  necessary  complement  to  the  Net  is  the  747." 

"My"  startup  launched  itself  in  October  1995.  Between  then 
and  April  1996  I  made  four  1-o-n-g  trips  to  India ...  the  longest 
time  on  the  ground  was  10  days;  the  shortest,  22  hours. 

Our  startup  agents  (London,  Delhi)  are  fully  e-dapted 
(phone,  fax,  e-mail  »ver,  the  "phone"  system  in  India 


is  now  pretty  reliable  . . .  most  of  the  time. 

But... still... I've  made  those  damned/exhausting  trips 
Why? 

LIFE'S  IRON  RULE:  STUFF  DOESN'T  HAPPEN 
UNTIL  YOU  SHOW  UP. 

I  think  I  first  "learned"  this  in  Washington  in  1973  an* 
1974  when  I  was  a  senior  drug  abuse  policy  adviser  to  Pres 
ident  Richard  Nixon  and  OMB  director  Roy  Ash.  My  "turfl 
was  the  Cabinet  Committee  on  International  Narcotic 
Control.  I  found  that  my  main  policy-implementatioj 
"weapon"  was  the  humble  plane  ticket.  Policy  would  b| 
"made"  in  Washington.  Ambassadors  would  "sign  off."  For 
eign  governments  would  agree  to  use  our  money/equip 
ment  as  we  asked  

But  it  didn't  happen  at  all  with  dispatch  until  the  "guj 
from  D.C."  appeared  on  the  scene.  That  was... me. 

It  would  be  months  of  red  tape,  backing  off  ad  nauseam] 

etc.,  etc  and  then ...  I  would  schedule  a  trip . . .  and  during 

the  last  10  days  before  my  plane  took  off  from  Dulles  fo 
Southeast  Asia,  Latin  America,  wherever,  the  bureaucratic 
logjam  would  miraculously  come  unstuck. 

I  didn't  worry  about  jet  lag  or  burnout.  There  was  n( 
need  to  be  intelligible,  let  alone  intelligent.  It  was  th< 
threat/reality  of  "he'll  be  here"  per  se  that  did  the  trick ...  un- 
failingly. 

(Which  is  not . . .  at  all ...  to  say  that  the  trick  didn't  comt 
undone  after  one  left  town  That  is,  until  it  became  crys- 
tal clear  to  all  concerned  that  I  had  reckless  disregard  foi) 
my  body... and  damn  well  might  be  back  in  town...e.g.| 
Parfama  City,  Ankara,  Bangkok...  15  days  later!) 

I  did  manage  to  get  a  little  stuff  done  in  D.C,  despite 
the  Watergate  mess  that  surrounded  me/us  in  '73-74.  Aid 
when  I  subsequently  lectured  Stanford  B  School  students 
about  "policy  implementation,"  I  declared  my  success  wasj 
"all  thanks  to  Pan  Am."  (Some  of  my  old  fogey  readers  may 
remember  that  airline.) 

As  years  go  by,  the  brain  cells  harden.  And  I  guess  I  for-1 
got  a  little  of  what  I  learned  in  Washington  in  the  early  '70sJ 
That  is,  I  forgot  until  the  great  startup  tsunami  crashed  oven 
me  in  late  1995. 

Well,  actually,  in  early  1996.  That  is,  (continued  on  page  H6> 
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echnology  has  to  keep  getting  smarter. 

Because  people  are. 


I'm  Tim  Badger,  from  the  Broadband 
Networks  division  of  Philips  Electronics. 
We  make  systems  that  bring  cable  TV  into 
peoples  homes. 

As  broadcast  technology  advances, 
we're  helping  deliver  better  pictures  and 
sound.  We've  created  more  accurate  ways 
to  test  the  precision  of  TV  signals.  So  cable 
companies  can  keep  improving  the  quality 
of  their  transmission. 

You  can  see  how  we've  made  things 
better.  It's  on  TV. 


PHILIPS 


)  1996  Philips  Electronics  North  America  Corporation 


AI&T  900  Service  takes  your  customer  support  costs 
out  of  the  left  and  into  the  right. 


Is  your  customer  support  costing  too  much  money?  An  AT&T  900  number  turns  it  into  a  service  that 
pays  for  itself.  Now  you  can  solve  your  customers'  problems  while  you  solve  one  of  your  own.  AT&T  900  Sen  ice 
It  puts  your  customer  support  costs  back  in  the  black.  Which  keeps  you  from  seeing  red. 
CALL    1    800    655-1366    Ext.  661  http://wwiv.att.com/business/900services 

AT&T.  For  the  life  of  your  business]' 


AT&T 
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big-box  retailing      mainframes,  what? 


$4.00  (Canada  $4.50) 

BURLINGAME  PUBLIC  LIBRARY 


THEY  KEEP 

Joe  Liemandt,  27,  and  the  kids  at  Trilogy  software 

GETTING 

are  out  to  change  the  way  people  buy  and  sell 
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Studies  show 


there  is  indeed  much  credence  to  the  phenomenon 


of  love  at  first  sight. 


There  is  an  instantaneous  release  of  chemicals  in  the  brain, 


the  heart  rate  accelerates,  body  temperature  rises 


and  there  is  an  immediate  urge  for 


With  2±Z  seating,  a  handsome  wood  and  leather-trimmed  steering  wheel  and  a  237hp  engine*  the  Jaguar  XJS 

accelerates  almost  as  quickly  as  your  heart.  Call  1-800-4- JAGUAR.  THE  1996  JAGUAR  XJS  JAGUAR 


Enjoy  tomorrow.  Buckle  up  ttkiny.  ©1995  jaguar  Cars. 


DIVERSIFY  OVERSEAS 


T.  Rowe  Price  International  Stock  Fund— performance  plus  diversification.  If  you 

want  to  diversify  for  enhanced  return  potential  with  reduced  risk,  don't  overlook  international 
equity  investing  with  T.  Rowe  Price.  By  providing  exposure  to  potentially  stronger-performing 
foreign  markets,  international  stock  investments  can  help  increase  long-term  returns.  And, 
since  foreign  economies  tend  to  move  independently  of  each  other  and  the  U.S.,  diversifying 
internationally  can  actually  help  reduce  the  overall  volatility  of  a  domestic  portfolio. 

Our  International  Stock  Fund — one  of  the  oldest  and  largest  international  no-load  mutual 
funds — follows  a  prudent  strategy  of  investing  in  the  stocks  of  established  companies  outside 
the  United  States.  It  has  proven  itself  over  periods  of  both  up  and  down 
markets,  in  times  of  both  a  weak  and  a  strong  U.S.  dollar.  In  fact,  the  fund's 
success  has  placed  it  on  the  Forbes  Honor  Roll  for  the  sixth  consecutive 
year — the  only  international  mutual  fund  that  can  claim  this  distinction. 
The  fund's  performance  from  3/31/84  to  6/30/95  was  considered; 


Forbes 

Honor  Roll 

6  years  running 


20  honorees  were  selected* 

Benefit  from  our  expertise.  At  T.  Rowe  Price,  we've  been 
helping  people  invest  overseas  since  1979,  when  we  joined 
forces  with  Robert  Fleming  Holdings,  Ltd.,  one  of  the 
world's  oldest  and  most  successful  international  advisers, 
to  form  Rowe  Price-Fleming.  Today,  Rowe  Price-Fleming 
serves  as  investment  adviser  to  our  family  of  international 
funds  and  manages  in  excess  of  $24  billion  in  foreign 
stock  and  bond  assets. 


T.  Rowe  Price  Family  of 
Foreign  Equity  Funds 

•  Global  Stock  Fund 

•  International  Stock  Fund 

•  International  Discovery  Fund 

•  European  Stock  Fund 

•  Japan  Fund 

•  New  Asia  Fund 

•  Latin  America  Fund 

•  Emerging  Markets  Stock  Fund 


Let  US  Show  you  the  world.  To  learn  more  about  the 
International  Stock  Fund,  or  any  one  of  our  other  foreign 
equity  funds,  request  our  free  report,  The  Basics  of 
International  Stock  Investing,  today.  Of  course,  interna- 
tional investing  has  special  risks,  including  currency  fluctuation.  As  with  any  stock  fund,  there 
will  be  price  fluctuation.  $2,500  minimum  investment  ($1,000  for  IRAs).  No  sales  charges. 


Call  24  hours  for  a  free  report  and  prospectus 
1-800-541-8469 


http://www.troweprice.com 

Invest  With  Confidence® 

T.RowePrice 


Itrategic  Insight  Simfund.  *As  cited  in  Forbes  magazine  (Mutual  Funds  issue)  dated  8/28/95.  The  honorees  are  chosen  annually;  candidates  must  be  open  to  new  investors  and  have  had 
|e  same  management  for  at  least  5  years.  Sector  funds  are  excluded.  Request  a  prospectus  with  more  complete  information,  including  management  fees  and  other  charges  and  expenses, 
•ad  it  carefully  before  you  invest  or  send  money.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor.  BF030863 


Long  before  we  learned  the  first  thing  about 


building  computers,  some  fundamentals  equally 
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technology  took  root  in  our  little  heads:  Like, 
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insure  operability  across  pla  forms,  and  create 


open  solutions  that  can  help  your  company 


compete  and  succeed  in  the  years  ahead.  In 


short,  together  we're  building  something  no 


mmm 
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more  information,  call  1-800-DIGITAL, 
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"When  I'm  home  in  Utah  during 
he  off-season,  I  like  to  get  away  for 
i  few  hours  by  myself.  I  jump 
)n  my  mountain  bike  and 
lead  for  my  'secret'  trail  in  the 
Wasatch  Mountains.  After  I  reach 
he  summit,  1  kick  back  and  enjoy 


CHOCOLATE 


MALT-NUT 


WILD  BERRY 


APPLE-C  NNAMON 


the  view.  And  I'm  always  glad  I  had 
a  PowerBar"  Energy  Bar  before  I 
started  out .  They're  low  in  fat , 
high  in  nutrition  and  give  me 
plenty  of  complex  carbs  for  long  - 
lasting  energy.  It's  what  I  rely  on 
every  day  --  especially  Wednesday." 

-  STEVE  YOUNG- 

'j^L,       BANANA  MOCHA 
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Barefoot  programmers 

"WHAT'S  with  the  broom  CLOSET?"  Josh  McHugh  asked  Joe 
Liemandt,  glancing  around  the  cluttered,  windowless,  8-by- 1 5-foot 
office  from  which  Trilogy  Development's  chief  executive  runs  one  of 
the  nation's  most  promising  software  companies.  Liemandt  ex- 
plained that  windowed  offices  are  valuable  motivational  commod- 
ities. He  uses  them  to  reward  programmers.  As  for  his  own  work, 
"I'd  be  happy  doing  this  anywhere,"  Liemandt  said. 

'  Reporter  McHugh  discovered  Liemandt  while  on  a  West  Coast 
assignment  searching  for  new  names  to  add  to  The  Forbes  Four 
Hundred  roster  of  the  richest  Americans.  A  contact  in  San  Francisco 
had  heard  about  a  private  software  company  in  Austin,  Tex.  run  by  a 
bunch  of  twentysomethings  that  already  had  revenues  of  nearly  $  100 
million.  McHugh's  anten- 


na buzzed.  With  Wall 
Street  valuing  software 
companies  with  multiples 
of  sales  rather  than  multi- 
ples of  earnings,  a  company 
that  size  could  be  worth 
hundreds  of  millions  of  dol- 
lars, and  its  owner  could 
easily  rate  a  spot  on  The 
Four  Hundred.  Thus  was 
this  issue's  cover  story  born 
( "Holy  cow,  no  one's  done 
this!"),  which  begins  on 
page  122. 

"Trilogy's  headquar- 
ters,"   McHugh  reports, 


"are  in  a  modern  glass    Josh  McHugh 
building  perched  on  a  hill  wmmmU 

on  the  edge  of  Austin.  As  I 

walked  through,  it  felt  more  like  a  college  dormitory  than  an  office 
building.  Most  Trilogy  employees  clustered  around  computers  in 
jeans  or  shorts  and  T  shirts.  Some  were  even  barefoot.  Only  those 
who  had  to  meet  clients  donned  jackets." 

Rich  as  he  probably  is,  the  27-year-old  boss,  Joe  Liemandt,  has 
been  too  busy  building  a  company  to  enjoy  the  trappings  of  success. 
"Liemandt  may  be  the  only  member  of  this  year's  Forbes  Four 
Hundred  who  doesn't  own  a  house,"  McHugh  says.  "He  rents  an 
apartment  near  the  office  ('a  place  to  sleep,  shower  and  get  a  change 
of  clothes'). 

"I  talked  with  Liemandt  over  four  days  at  his  office,  over  Mexican 
food  on  the  banks  of  the  Colorado  River  and  in  an  airport," 
McHugh  says.  "His  entrepreneurial  energy  is  exhausting — and 
contagious.  Nearly  every  Trilogy  employee  I  spoke  with  said  he  or 
she  planned  to  start  a  company  within  five  years." 

Josh  McHugh,  who  came  to  this  magazine  about  20  months  ago, 
is  a  year  younger  than  his  subject,  Joe  Liemandt.  McHugh  graduated 
from  Yale  with  a  degree  in  English  in  1992.  He  worked  at  the 
Montffomeryville  Spirit,  a  weekly  newspaper  outside  Philadelphia, 
where,  he  says,  he  wrote  500  stories  in  his  15-month  tenure.  This  is 
his  second  major  story  for  Forbes — and  a  darned  good  one. 
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HAVE  YOU  TAKEN  YOUR  SKI  NCARE  TODAY? 
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Once-a-day  Skin  Nutrition 


THE  INTERNAL  STRATEGY: 

PREVENT,  a  nutrition  supplement  for  your 
skin  that  you  take  each  morning.  Vitamin 
C,  and  Grape  Seed  Extract. 

THE  EXTERNAL  STRATEGY: 

1  CLEAN,  removes  pollution,  dirt,  oil. 
Conquers  blackheads.  A  great  way  to 
shave. 

2  CORRECT,  builds  strength,  begins  sun 
and  environmental  damage  repair,  stops 
irritation. 

3  PROTECT,  binds  moisture,  SPF  8. 
Reveals  fresh,  young  skin  cells,  guards 
new  cells. 
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EXCLUSIVELY 

BARNEYS 
N  EWYOR  K 

ONE  VITAMIN,'  THREE  STEPS,  TWO  MINUTES,  $59.00. 

ZIRH®  SKIN  NUTRITION '"  ©1996  ELEMENTALS  SKIN  CARE  LLC. 
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Uncle  scam 

Last  year  we  predicted  that  no 
good  would  come  from  Congress' 
1993  decision  to  take  the  federal  stu- 
dent loan  program  away  from  busi- 
ness and  give  it  to  the  Department  of 
Education  (May  22,  1995).  The  gov- 
ernment claimed  that  direct  lending 
would  save  taxpayers  $6  billion,  but 
we  were  very  skeptical. 

Seems  most  schools  have  become 
skeptical,  too.  Two-thirds  of  the  four- 
year  American  colleges  and  universi- 
ties have  chosen  not  to  participate, 
according  to  government  figures.  Of 
those  that  have  joined,  more  than  half 
are  private,  for-profit  trade  and  voca- 
tional schools  with  average  loan 
default  rates  of  almost  25%.  By  com- 
parison, default  rates  at  four-year 
schools  average  less  than  7%. 

Leo  Kornfeld,  the  Education 
Department  official  running  direct 
lending,  vehemently  denies 
that  the  program  is 
foundering.  "Some  of 
these  people  have  preju- 
dices against  gov- 
ernment," he 
snaps.  Probably 
for  good 
reason.  Finan- 
cial aid  directors 
with  long  memo- 
ries recall  the 
government's 
$1.3  billion  in 
defaults  the  last 
time  it  tried  to 
collect  student  g 
loans  in  the  1970s.  Its  failure 
to  drum  up  interest  this  time  offers  fur- 
ther proof  that  the  Education  Depart- 
ment is  just  groping  for  ways  to  justify 
its  own  existence.       -Ann  Marsh 

<£We  were  sports" 

Eighteen  months  ago  Forbes 
touted  William  Taggart  and  Alfred 
Fasola  Jr.  as  the  turnaround  team  to 
rescue  Carteret,  N.J. -based  Herman's 
Sporting  Goods.  After  throwing  the 
hemorrhaging  chain  into  bankruptcy, 
the  men  closed  over  150  stores  outside 
its  Northeast  core.  In  the  fall  of  1994 
Herman's  emerged  looking  fit  and 
trim  (Nov.  21,  1994). 

Time  now  for  our  own  turnaround: 
Herman's  is  back  in  Chapter  11,  and 
this  time  it's  liquidating.  What  went 


nil  Taggart  and  Al  Fasola 
Flattened  by  the  superstore  blitz. 


wrong?  Mainly,  the  invasion  of  super- 
stores like  Sports  Authority  (Apr.  22), 
which  have  been  steamrolling  into 
Herman's  territory.  Despite  revamped 
store  layouts  and  a  focus  on  top  brand- 
name  merchandise,  Herman's  lost  $26 
million  last  year  (before  interest  and 
taxes)  on  $334  million  in  sales.  When 
given  a  choice,  Herman's  customers 
evidently  want  a  bigger  store  with 
more  selection — at  least  for  now  (see 
story,  p.  114). 

Rumors  abound  that  a  competi- 
tor— probably  Modell's  Sporting 
Goods  or  Sports  Authority — will  buy 
a  chunk  of  Herman's  117  leases. 
Sports  Authority  Chief  Executive  Jack 
Smith  says  he'd  love  some  of  the  eight 
Manhattan  sites  for  smaller  "express" 
stores.  Modell's  declines  to  comment. 

-Luisa  Kroll 

Busted! 

Forbes  exposed  scamster  Jeff 
Reynolds  six  years  ago,  after  the  young 
Texan  failed  in  his  outlandish  bid  to 
take  over  Australia's  $7  billion  Bond 
Corp.  Reynolds,  who  claimed  a  net 
worth  of  $300  million,  had  a  history  of 
writing  bad  checks,  skirting  the  law 
and,  with  his  dad,  manipulating  stocks 
(Apr.  16,  1990). 

Later  we  learned  that  one  of 
Reynolds'  dubious  companies,  Cali- 
fornia Pacific  Minerals  Corp.,  was  char- 
tered in  the  Dominion  of  Melchizedek 
(pronounced  milky-ZED-ek),  a  phony 
island  nation  founded  by  fellow  con 
man  Branch  Vinedresser  (Jan.  7, 
1991). 

Well,  the  jig  is  finally  up  for  Reyn- 
olds, now  31.  The  head  of  several  sham 
insurance  companies  based  in  Dallas, 
he  pled  guilty  in  April  to  wire  fraud 
stemming  from  the  sale  of  at  least 
$500,000  in  fake  insurance  policies.  He 
faces  a  maximum  of  five  years  in  prison, 
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Holland  &Holland 

50  East  57th  Street,  New  York,  N.Y.  10022 


||  :  

Our  reputation  is  founded  upon 
unstinting  devotion  to  innovation 
and  outstanding  craftsmanship. 
Since  1835,  this  proud  heritage  has 
nurtured  the  entire  world  of 
Holland  &  Holland  -  inspiring  us  to 
rE  items  of  unsurpassed  refinement. 


fE  items  of  unsurpassed  refinement. 

THE  FINEST  TRADITIONAL  MATERIALS, 

THE  BUSH,  REFINEMENT  STILL  COMES  WITH  A  DOUBLE-BARRELLED  NAME 


L 


THE  WORKMANSHIP  OF  SKILLED  HANDS 
AND  AN  EXACTING  ATTENTION  TO  DETAIL 
AND  DESIGN  FIND  EXPRESSION  IN  A  UNIQUE 
COLLECTION  FOR  THE  OUTDOOR  WAY  OF 
LIFE  -  ALL  CELEBRATING  THE  DISTINGUISHED 
LINEAGE  OF  HOLLAND  &  HOLLAND. 
FOR  MORE  INFORMATION  PLEASE  CALL 

1-800-SINCE-1  835. 


BUILDING     AUTOMATION     SYSTEMS    BUILDING     SYSTEM     ENGINEERING,  INSTALLA 


ET'S  talk  about 

70  BILLION 

dollars  worth 

0/ bidden 

COSTS. 


Mentally  peel  back  the  walls  of 
your  building,  and  what  do  you 
find?  Cost.  Lots  of  it.  Sure  there's 
utility  cost,  but  the  maintenance, 
repair  and  staffing  costs  related  to 
a  facility's  energy  systems  are  even 
larger.  Factor  in  your  other  build- 
ing systems  and  support  opera- 
tions and  their  administrative 
costs,  and  the  numbers  are  huge. 
The  buildings  in  North  America 


cost  over  $70  billion  to  run  last 
year.  A  lot  of  it  was  misspent. 
Johnson  Controls  has  the  experi- 
ence to  identify  these  operational 
inefficiencies.  And  the  resources 
to  correct  them,  often  saving  mil- 
lions. Call  us  at  1-800-972-8040, 
ext.  296.  And  let  us  help  bring 
your  cost  problems  out  of  hiding. 

JQHNSON 
CONTROLS 


E  R  V  I  C  E 


BUILDING     OPERATIONS     AND  MAINTENANCE 


NETWORK  INTEGRATION 


STIEAI. 

c:c:tv 

NIGHT  AND  DAY  VIDEO  SURVEILLANCE 


Protect  your  business  and  your  home  with  a  discreet  Video  Surveillance 
System.  Install  covert  TV-cameras  on  your  premises  to  help  identify  and  convict^ 
criminals.  We  have  a  large  selection  of  disguised  TV-Cameras,  and  use 
the  smallest  high  resolution  TV-cameras  and  the  finest  accessories 
help  you  get  the  evidence  you  need.  All  our  low-light  cameras  employ 
a  1/2"  Sony  CCD  chip  with  300.000  pixels,  500  (H)  lines  of 
resolution,  5mm  auto-iris  lens,  0.015  lux  low-light  sensitivity,  and 
are  perfect  for  all  no-light  infrared  applications.  Our  40  day  (960 
hours)  Time-Lapse  Recorder  provides  you  with  visual  proof  on 
video-tape.  Stop  your  profits  from  walking  out  the  door. 
Visit  our  showroom  or  write  or  call  for  a  free  catalog  today. 
*Micro-Miniature  TV-Cameras  *Mini  TV-Cameras  *  Pinhole  Lens 
TV-Cameras  *Color  TV-Cameras  *Dome  TV-Cameras  *Smoke 
Detector  TV-Cameras  *Clock  TV-Cameras  ^Picture  TV-Cameras 
★Mirror  TV-Cameras*PIR  Movement  Detector  TV-Cameras*lnfrared  TV-Cameras*Waterproof  TV-Cameras 
*960  Hour  Time-Lapse  Recorders  *Quad  Compressors  ^Multiplexers  ^-Monitors  ^Camera  Switchers 

*Pan-Tilts  *Phone-Line  Video  Transmission  and  Reception  Systems 

AW  CCTV  Corp. 

60  East  42nd  Street,  Suite  401,  New  York,  N.Y.  10165 
Tel.  (2121-983-1820  Fax  (2121-983-1654 
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Lippet-Ranked: 

#1  MID-GAP  FUND 


T.  Rowe  Price  Mid-Cap  Growth  Fund  can  help  you  benefit  from 
the  performance  of  America's  leading  mid-size  growth  companies. 
Typically,  these  companies  are  small  enough  to  adapt  quickly  to 
changing  conditions  and  trends,  yet  mature  enough  to  have  successful 
products  and  experienced  management. 

The  fund  is  ranked  #1  of  46  mid-cap  funds  for  the  period  from  its 
inception  (6/30/92)  through  3/31/96,  according  to  the  Lipper  Mid  Cap 
Funds  Average  *  Mid-size-company  stocks  tend  to  be  less  volatile 
than  stocks  of  small  companies  but  are  typically  more  volatile  than 
large-company  stocks.  $2,500  minimum  investment  ($1,000  for  IRAs). 
No  sales  charges. 

Call  24  hours  for  a  free  report  and  prospectus 
1-800-541-8475 


Invest  With  Confidence® 

T.RoweFHce 


m 
•lit 


*Source:  Lipper  Analytical  Services,  Inc.,  which  also  ranked  the  fund  #  10  out  of  121  mid-cap  funds  based  on  its  total  return 
for  the  1-year  period  ended  3/31/96.  Past  performance  cannot  guarantee  future  results.  Request  a  prospectus  containing 
more  complete  information,  including  management  fees  and  other  charges  and  expenses.  Read  it  carefully  before  you  invest 
or  send  money.  T.  Rowe  Price  Investment  .Services,  Inc.,  Distributor.  mcgo30865 


a  $250,000  fine  and  three  years  of 
supervised  release.  Sentencing  is 
expected  June  20. 

Floyd  Clardy,  an  assistant  U.S.  dis- 
trict attorney  in  Dallas  who  prosecut- 
ed the  case,  says  that  even  in  custody 
Reynolds  tried  to  impress  his  proba- 
tion officer  with  his  alleged  wealth: 
"I've  never  seen  somebody  with  such 
a  need  to  make  themselves  appear  as  a 
big  shot." 

Sour  grapes 

When  last  we  visited  Canandaigua 
Wine,  the  upstate  New  York  vintner 
was  on  a  tear.  Sales  had  jumped  five- 
fold in  four  years,  to  $900  million. 
Father-and-son  team  Marvin  and 
Richard  Sands  were  snapping  up  low- 
end  brands  like  Paul  Masson  and 
Inglenook  in  an  attempt  to  unseat 
perennial  powerhouse  E&j  Gallo 
(Feb.  13,  1995). 
Now  things  aren't  looking  quite  so 


Canandaigua's  Richard  and  Marvin  Sands 
Are  rotten  results  just  a  hiccup? 


sparkling.  According  to  preliminary 
results,  Canandaigua's  six-month  earn- 
ings plunged  84%,  to  $3.3  million  from 
$20.3  million  a  year  earlier,  while  rev- 
enues climbed  18%,  to  $535  million. 
Management  blames  grape  price  hikes, 
increased  promotional  expenses  and  a 
switch  in  the  fiscal  year-end,  from 
August  to  February.  "It's  a  little  stut- 
ter," insists  Marvin  Sands. 

Wall  Street  seems  to  agree. 
Although  Canandaigua's  Class  A 
shares  sank  18%  on  the  news,  analysts 
say  the  company's  longer-term 
prospects  remain  good,  assuming  it 
can  digest  its  many  acquisitions.  With 
the  stock  trading  at  a  recent  28,  Joseph 
Arsenio  II  of  Hambrecht  &  Quist  rates 
Canandaigua  a  strong  buy:  "It's  a 
value  play  at  these  levels." 

-Caroline  Waxler  ■ 
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"I  wanted  to  grow  up  to  be  a  cowboy. 
Until  my  father  taught  me  how  to  make 

a  Partagas?' 


Ramon  Cifuentes  made  his  first  Partagas  cigar  before  he  was  allowed  to 
smoke  one.  "I  had  watched  my  father's  bunchers  and  rollers,"  says  Ramon 
'But  he  had  to  show  me  everything  himself  before  I  could  follow  in  his 
footsteps."  Today,  over  30  years  after  Ramon  fled  to  the  Dominican 
Republic,  only  Partagas  cigars  are  still  made  by  the  same  man  who  made 
them  long  ago  in  Havana.  And  he  continues  to  make  his  cigars  the  best 
reasons  in  the  world  to  have  left  the  life  of  a  cowboy  to  someone  else. 


Hie  cigar  that  knew  Cuba  when. 


EDITED  BY  KATE  BOHNER 


Bloomberg's  boo-boo 

On  Mar.  27  the  Bloomberg 
newswire  carried  an  incendiary  item 
out  of  Malaysia:  Bank  Negara, 
Malaysia's  central  bank,  was  due  to 
issue  shares  to  the  public  the  fol- 
lowing week.  Malaysia's  political 
establishment  went  nuts,  and 
with  good  reason:  There  wasn't  any 
truth  in  the  report.  It  was  written 


Media  honcho 

ichael 
Bloomberg 
The  gag  wasn't 
funny. 


by  reporter  Greg  Feldberg  in  Kuala 
Lumpur.  It  seems  that  the  report- 
er had  placed  an  alert  in  a  footnote 
appended  to  his  file  notifying 
Bloomberg's  Tokyo  editors  that 
the  Bank  Negara  news  was  an 
April  Fool's  item.  The  Tokyo 
crew  overlooked  the  heads  up. 
Feldberg  no  longer  works  for 
Bloomberg. 


The  Stones' 
Mick  Jagger 
I  can't  get 
no  Under 
Milk  Wood? 


Jagged  edge 

Though  the  Rolling  Stones 
plan  to  keep  rockin'  until  they  drop, 
Mick  Jagger,  at  least,  is  developing  a 
more  sedate  sideline.  He's  launched 
Jagged  Films,  and  he's  already  snap- 
ping up  hot  book  properties.  The 
company  has  ten  projects  under  de- 
velopment, including  one  about  poet 
Dylan  Thomas  and  his  wife,  Caitlin. 
Jagger's  biggest  coup:  locking  up  the 
rights  to  Robert  Harris'  spy-thriller 
Enigma,  with  a  script  by  Tom  Stop- 
pard  and  Saturday  Night  Live 
producer  Lome  Michaels  as 
coproducer. 

Suge-r-coated 
revenge 

There's  A  mantra  commonly  ut- 
tered by  managers  in  the  music  indus- 
try: "Never  get  more  publicity  than 


your  artists."  Death  Row  Records  chief 
Suge  Knight  broke  the  code — and 
lived  to  regret  it.  After  Knight  hogged 
the  limelight  on  the  covers  of  the 
New  York  Times  Magazine  and  Time 


Splitsville 


The  White  House  Cor- 
respondents' Association 
Dinner  has  little  to  do 
with  covering  the  White 
House  anymore.  It's  a 
contest  among  magazine 
publishers  for  the  top  ce- 
lebs to  decorate  their 
tables. 

This  year  the  conserva- 
tive National  Review  start- 
ed recruiting  early.  By 
March  it  had  signed  up  60 


people,  including  a  con- 
gressman, a  senator,  televi- 
sion star  Tom  Selleck  and 
a  sprinkling  of  heavy  adver- 
tisers. The  mag  forgot 
one  thing:  to  book  the  ta- 
bles. National  Review 
Editor-at-Large  William  F. 
Buckley  had  to  mail  out 
disinvitations. 

Each  apology  was  ac- 
companied by  a  split  of 
Veuve  Cliquot. 


A  cover  that  hurt 
Defection  at 
Death  Row  Records 


Warner's  Vibe,  his  partner  and  top 
producer,  Dr.  Dre,  deserted  to  Inter- 
scope  Records,  half-owned  by  MCA. 

Dr.  Dre  is  a  big  gun  in  gangsta 
rap,  so  his  defection  turned  out  to  be 
veiy  expensive  publicity  for  Knight. 
We  hear  that  since  his  arrival  at  Inter- 
scope,  Dr.  Dre  has  already  signed 
on  hit  rapper  M.C.  Hammer.  Knight 
has  no  comment. 
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Entrepreneurial 
policing 

Thk  county  sheriff  in 
St.  Clair,  111.  desperately 
needs  to  raise  money, 
in  part  for  new  reflective 
stripes  on  his  police 
cars,  but  there  isn't 
enough  in  the  till.  In  an 
entrepreneurial  spirit, 
the  cops  are  raising  cash 
by  selling  advertising 
space  above  the  wheel 
wells  on  their  cruisers. 
Sheriff  Mel  Weith  has 
already  sold  an  ad  at 
$6,500  for  a  local  alarm 
company.  Says  Weith: 
"I've  received  calls 
from  all  around  the  coun- 
try from  sheriffs  want- 
ing to  go  into  the 
ad  biz!" 


Fergie's  revenge? 

Lastwffk,  in  a  top  secret  meeting 
in  Chairman  Marvin  Josephson's 
offices  at  I  CM,  Sarah  Ferguson, 
The  Duchess  of  York,  solicited  bids 
for  a  juicy  new  project.  Is  Fergie 
about  to  tell  all?  Her  settlement 
with  her  ex,  Prince  Andrew,  for- 
bids her  to  write  a  kiss-and-tell 
memoir,  but  it  looks  like  Fergie's 
advisers  have  found  a  loophole:  a 
manual  for  working  mothers. 
Word  is  Fergie's  not  accepting  bids 
below  $1  million.  No  one  pays 
that  for  self-help  hints  on  juggling 
children  and  careers.  MB 


Future 

ex-princess 

Sarah 

Ferguson 

A  royal 

loophole? 


Strike  While 
The  Platinum 
is  Hot 


To  invest  in  platinum  call 
Blanchard  today. 

1-800-BULLION 

Please  ask  for  Extension  131 


Who  said  opportunity  knocks  only  once? 

Usually  platinum  trades  at  a  much  higher  price  than  gold. 
Platinum's  greater  value  is  a  reflection  of  it  being  more  than  20  times 
rarer  than  gold  and  in  high  demand  as  one  of  the  most  essential 
industrial  commodities  in  the  world. 

Platinum  has  traded  for  as  much  as  $200/oz.  over  gold 

However,  platinum  and  gold  are  currently  trading  for  about 
the  same  price.  Historically,  when  this  unusual  situation  has  occurred, 
it  has  signalled  a  rally  in  the  price  of  platinum. 

Investor  interest  in  platinum  has  been  growing  as  sophisticated 
investors  learn  more  about  platinum's  unique  supply/demand 
fundamentals.  Because  platinum  is  the  essential  element  in  the  war 
against  pollution,  demand  is  higher  than  ever  and  experts  are 
predicting  a  tightening  market.  You  should  seize  the  opportunity  to 
acquire  platinum  for  about  the  same  price  as  gold  today,  because  this 
situation  may  not  last  long. 

The  Maple  Leaf 

The  World's  Bullion  Coin  Standard 

One  of  the  most  practical  and  secure  ways  to  invest  in  platinum  is 
Canada's  Platinum  Maple  Leaf.  Blanchard  and  Company,  America's 
largest  full-service  precious  metals  dealer,  sells  Platinum  Maple  Leafs  at 
just  1%  over  cost. 

Blanchard 


AMERICA'S  RARE  COIN  b  PRECIOUS  METALS  f 


readers@forbes.com 


Sex,  lies 

and  lawyers  POfj 

Sir:  Re  "Sexual 
politics"  (May 
6).  Sexual  harass- 
ment is  a  crime 
so  heinous  that 
not  even  inno- 
cence is  an  ade- 
quate defense.  In  all  circumstances 
accusing  women  are  being  heroically 
truthful,  denying  men  ignoble  liars. 
There  can  be  no  peace  between  the 
sexes  until  the  inherendy  vile  nature 
of  the  male  beast  is  neutered. 
-Peyton  Gannaway 
Incline  Village,  Nev. 


Miscalculated  mystery 

Sir:  Re  "The  computer  industry's 
mystery  man"  (Apr.  8).  You  note  that 
Packard  Bell's  sales  over  ten  years  are 
estimated  at  $20  billion  and  that  $45 
million  in  profits  equals  2%  profits. 
I  bet  Packard  Bell's  Beny  Alagem 
didn't  do  this  calculation. 
-Harry  H.  Feldman 
Montreal,  Canada 

Our  mistake.  The  correct  profit  margin 
is  0.2%.— -Ed. 


Silencing  motor  mouths 


Sir:  If  the  offending  employees  were 
made  personally  responsible  for  their 
actions  and  not  cradled  by  the  deep 
pockets  of  the  company,  I  would  pre- 
dict better  behavior,  fewer  lawsuits 
and  a  loss  of  interest  by  lawyers. 
-Roland  A.  Beck 
Fullerton,  Calif. 

Sir:  You  bemoan  that  sex  appears  to 
be  appropriate  everywhere  except  in 
the  workplace.  Does  this  mean  that 
you  would  prefer  the  workplace  to  be 
as  sexual  as  the  rest  of  America? 

My  suggestion:  Keep  your  hands 
and  jokes  to  yourself,  and  treat 
others  with  the  respect  that  you'd 
want  for  yourself  It  is  cheaper  than 
lawsuits. 
-Laura  Peebles 

Sir:  Multimillion-dollar  awards  are 
not  needed  to  deter  offensive  con- 
duct. Sexual  harassment  is  the  best 
thing  that  ever  happened  to  some  of 
these  successful  plaintiffs.  But  you 
unfairly  blame  lawyers  for  the  legisla- 
tive attempt  at  mass  brainwashing. 
Congress  enacted  the  law,  workers 
make  the  claims  and  juries  award  the 
damages.  Asking  lawyers  to  forgo 
such  cases  is  like  asking  banks  to 
forgo  lending  money  or  like  asking 
journalists  to  forgo  publishing. 
-Kent  C.  Meyer 
Attorney-at-Law 
Seattle,  Wash. 

Sir:  Please  stop  whining.  You  sound 
like  a  woman. 
-Barbara  Krug 
Buffalo,  N.T. 


Sir:  Re  "The  latest  gadget: 
phonebots"  (Apr.  8).  Like  second- 
hand smoke,  drivers  with  phones  in 
their  ear  are  a  hazard  to  our  health. 
Instead  of  making  it  easier  for  them, 
why  not  develop  a  system  that  dis- 
ables the  car  phone  when  the  ignition 
is  on?  While  driving,  incoming  calls 
could  be  received  on  an  answering 
machine  that  will  automatically  give 
you  the  messages  when  the  car  is 
turned  off.  This  will  save  us  phone- 
free  drivers  from  the  hazards  of  these 
talking  idiots. 
-Jess  L.  Taylor 
Fort  Lauderdale,  Via. 

Bespoke  in  the  U.S.A. 

Sir:  Re  "You're  looking  rather  pros- 
perous, sir"  (Apr.  8).  As  a  Savile  Row 
tailor  who  moved  from  "The  Row" 
to  New  York  five  years  ago,  I  know  all 
the  establishments  listed  extremely 
well.  But  there  are  many  tailors  here 
in  the  U.S.  that  are  equally  as  good 
as — and  in  some  cases  better  than — 
their  London  counterparts.  To  wait 
one  year  for  a  suit  or  six  months  for 
an  alteration  is  an  unnecessary  and,  in 


many  cases,  an  overly  costly  exercise. 
Call  Custom  Tailors  and  Designers 
Association  of  America  (202-387- 
7220).  I  think  it  likely  that  a  good  tai- 
lor could  be  found  closer  than  the 
United  Kingdom. 
-Leonard  J.  Logsdail 
New  York,  NT. 

B.A.  or  "BS"? 

Sir:  Re  "Devalued  diplomas"  (Apr.l 
22).  Why  not  look  at  schools  where 
standards  have  not  changed?  West 
Point  still  has  a  rigorous,  disciplined 
academic  structure  that  has  not  suc- 
cumbed to  faculty  or  student-driven 
left-wing  foolishness.  The  Academy 
unashamedly  provides  a  classic  liberal 
arts  education.  And  class  days?  Hey, 
we  went  to  class  on  Saturdays!  Stop 
moaning,  and  look  for  academic  lead- 
ership where  it  has  never  wavered. 
-Anthony  McDonald 
U.S.  Military  Academy 
Class  of  1982 
Denver,  Colo. 

Sir:  Warren  Buffett  would  say  that 
stock  without  value  is  just  worthless 
paper.  I  am  afraid  that  many  who 
attend  college  find  out  too  late  that 
without  proper  guidance  and  a  good 
background  in  the  basics  a  degree  is 
worthless.  It  doesn't  take  a  Ph.D.  to 
figure  out  that  not  only  are  math  and 
history  majors  in  decline,  but  so  are 
the  graduates  who  can  finish  a  cross- 
word puzzle,  do  their  taxes,  read 
poetry  or  balance  a  checkbook.  One 
of  these  days  our  students  and  their 
families  may  wake  up  to  the  realiza- 
tion that  you  don't  always  get  what 
you  paid  for  unless  you  are  willing  to 
study  hard. 
-Lindsay  J.  Stone 
Portland  State  University 
Portland,  Ore. 
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m  i. 


The  paper. ' 
A  simple  piece  of  8'ii 

by  1 1. 'edges  smooth. 
Remember:  Dry  old 
memos  make  ideal 
new  airplanes. 


f'9  i 


The  classic  flyer. 
A  real  gem  crafted  by 
flight-minded  enthusiasts 
for  generations. 
.  Guaranteed  to  fly. 


order  to  test  the  clothing  he  designed,  Eddie  Bauer,  worked  nights,  weekends  and 
■  holidays.  But  then,  Eddie's  "test  facilities"  were  places  like 
the  Olympic  Peninsula  and'Spirit  Lake.  Men  and  women  who 
clock  overtime  in  less  scenic  placej  are  encouraged  to  call 
for  the  nearest  store  or  a  clothing  catalog.  800-789- 1387. 


f>9.  1 


The  Concorde. 
Aeronautic  assemblage 

at  its  finest.  Note: 
Its  distinctive  nose  may 
make  flying  difficult. 


fa.  4. 


The  daredevil. 
A  beauty  to  behold  m 
flight.  What  it  doesn't  - 
offer  in  speed,  it  makes 
up  for ,in  loop-the-loops. 


Atlanta  I 


AFLAC  IS  A 

BROADCAST 

SPONSOR' 

OF. NBC'S 

COVERAGE 

OFTHE 

1996 

OLYMPIC 

SUMMER 

GAMES. 


dedicated  to  serving  our  policyholders,  protecting  them  in  health  aiu 
aiding  them  in  the  event  of  an  accident  or  illness.  We  are  continually  working  to  make  sure  our  efforts  allov 
our  clients  who  suffer  medical  setbacks  to  concentrate  on  this  one  important  thought:  Just  Get  Bettei 


AFLAC  INCORPORATED  IS  A  FORTUNE  500®  COMPANY.  http://WWW.aflaC.COm  ©  1996  American  Family  Life  Assurance  Company  of  Columbus  (AFLAC 


"With  all  thy  getting  get  understanding" 

Fact  and  Comment 

By  Steve  Forbes,  Editor-in-Chief 


INDEFENSIBLE 


President  Clinton's  veto  of  the  partial-birth  abortion  bill 
was  unconscionable — politics  at  its  worst.  Unctuous  utter- 
ances to  the  contrary,  this  move  was  motivated  purely  by 
political  calculation,  ignoring  the  moral  dimension  entirely. 

The  procedure  is  performed  with  the  baby's  feet  already 
out  of  the  womb.  The  trick  for  the  abortionist  is  to  crack 
the  skull  and  use  an  instrument  to  suck  out  the  brain  before 
the  baby's  head  is  expelled.  If  that  isn't  homicide,  what  is? 

The  bill  allows  the  procedure  if  the  mother's  life  is  at 
risk.  (But  that  still  begs  the  question:  Hasn't  the  birth, 
for  all  intents  and  purposes,  already  taken  place?  The 
only  difference  is  that  the  baby  is  dead,  not  alive.) 

IT  WILL 

As  Republicans  ponder  whether  to  make  the  flat  tax  a 
major  part  of  their  campaign  agenda,  the  idea  of  radical  sim- 
plification gathers  momentum  elsewhere.  In  tax-crushed 
Germany,  three  of  the  four  principal  political  parties  are  seri- 
ously intrigued  with  tax  reform,  and  the  two  governing  par- 
ties are  putting  together  their  own  proposals.  Across  the 


No  wonder  many  pro-choicers  supported  the  ban. 
And  the  Catholic  church  hierarchy,  from  the  Pope  on 
down,  has  vigorously  condemned  the  veto,  and  even  has 
publicly  condemned  the  President  by  name. 

The  White  House  cynically  calculated  that  a  veto 
would  appease  hard-core  feminists  and  not  provoke 
much  reaction  elsewhere.  Given  the  relative  lack  of 
media  coverage  of  this  hideous  decision,  however,  the 
President's  political  operatives  may  have  been  right. 

Still,  it's  stomach-churning,  even  in  an  election  year, 
to  see  the  President  of  the  United  States  so  devoid  of  any 
genuine  moral  sense  and  fiber. 

HAPPEN 

world,  the  Philippines  is  well  on  its  way  to  enacting  a  Hong 
Kong-like  flat  tax.  The  Philippine  congress  is  readying  legis- 
lation with  a  flat  rate  of  1 5%  and  exemptions  that  will  remove 
about  60%  of  the  population  from  the  tax  rolls.  Both  coun- 
tries are  coming  to  recognize  the  enormous  economic  ener- 
gies that  will  be  unleashed  with  a  simple,  low-rate  tax  regime. 


A  STILL-PITIFUL 

The  reaction  to  the  recent  news  that  the  economy  grew  in 
the  first  quarter  at  an  annual  rate  of  2.8%  is  astonishing.  This 
anemic  expansion,  while  better  than  the  stagnation  of  previ- 
ous months,  was  treated  as  if  the  country  were  exploding 
with  growth  on  the  double-digit  scale  lapan  once  enjoyed. 
Why  have  our  national  authorities  and  economists  become 
so  pessimistic  in  their  expectations  of  what  we  can  do? 

Given  fundamentals  today,  the  U.S.  should  be  experi- 
encing growth  rates  rivaling  those  of  the  early  1960s, 


PERFORMANCE 

when  annual  expansions  of  5%  were  the  norm. 

We  have  had  a  robust  investment  boom  since  the  early 
1980s.  Our  manufacturing  is  once  again  world-class.  Our 
high-tech  prowess — software;  microprocessors;  fiber  op- 
tics; Internet  and  biotechnology — is  far  ahead  of  that  of 
other  nations.  Yet  the  first  quarter's  unimpressive  perfor- 
mance triggered  a  selloff  of  bonds  and  stocks  for  fear  the 
Federal  Reserve  would  tighten  credit  to  slow  things  down. 

The  American  people  know  we  should  be  doing  far  better. 


ANTI-AMERICAN  NATIONALISTS 


in  Russia  and  China  are  pushing  their 
governments  to  reach  a  fundamental 
rapprochement.  The  idea  is  to  tie 
these  two  giants  close  together  eco- 
nomically and  diplomatically,  thereby 
better  positioning  both  to  resist  hu- 
man-rights and  free-trade  pressures 
from  Washington.  Russian  and  Chi- 
nese authoritarians  see  such  an  inti- 
mate tie  as  a  way  of  short-circuiting 
their  domestic  democratic  reformers. 
The  move,  in  spirit,  would  be  rem- 


China's  President  Jiang,  Yeltsin:  Ultra- 
nationalists  want  closed-door  U.S.  policy. 


iniscent  of  the  1922  Soviet-German 
Rapallo  Treaty,  which  was  designed 
to  make  it  easier  for  the  two  then- 
pariah  countries  to  escape  the  diplo- 
matic and  military  strictures  of  the 
Western  powers.  Germany's  military 
was  thus  able  to  begin  reviving  itself 
years  before  the  Nazis  took  power. 

While  a  modern  Rapallo  may  strike 
American  diplomats  as  a  fantasy,  our 
continuing  foreign  policy  dithering 
and  drift  make  such  an  anti-Amer- 
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tcan,  antidemocratic  move  more  and  more  plausible. 

Unfortunately,  if  reelected,  the  Clinton  Administration 
will  likely  respond  to  these  two  nations  with  appeasement. 
But,  over  time,  a  combination  of  firmness  and  sensible 
economic  initiatives  would  effectively  undercut  these  two 


states'  xenophobic  forces.  For  example,  Russia's  crippling 
inflation,  which  has  given  new  life  to  the  Communists, 
could  easily  have  been  avoided  if  the  U.S.  hadn't  washed 
its  hands  of  helping  Russia  reform  its  economy  and 
turned  the  task  over  to  the  International  Monetary  Fund. 


NOT  COST-FREE 


A  Republican  California  State  Senator  has 
come  up  with  a  proposal  that  gives  a  reality- 
based  dimension  to  the  minimum  wage  debate. 
Senate  Minority  Leader  Rob  Hurtt's  bill  pro- 
vides businesses  with  a  tax  credit  equivalent  to 
the  cost  of  the  proposed  increase  in  California's 
minimum  wage.  For  example,  if,  due  to  a  min- 
imum wage  increase,  a  fast-food  oudet's  base 
payroll  costs  were  to  go  up  by  $5,000,  the  state 
would  match  that  sum  with  a  tax  credit  for  the 
company.  (Keep  in  mind  that  the  tax  credit 
would  only  apply  to  workers  at  the  current  min- 
imum-wage level,  not  those  making  somewhere 


Senator  Hurtt: 

Minimum  wage 
reality  check. 


between  that  and  the  new  minimum  wage.) 

Democrats  are  yelping,  but  this  legislation 
underscores  the  fact  that  raising  the  minimum 
wage  will  have  direct,  destructive  consequences. 

There  are  better  ways  to  help  those  striving 
to  get  ahead.  Restructuring  the  Earned 
Income  Credit,  for  example,  would  rebate 
much  of  the  payroll  tax  to  struggling  wage 
earners  with  dependents.  Such  a  move  would 
increase  workers'  take-home  pay  without 
burdening  businesses.  Reducing  the  payroll 
tax  for  those  making  low  wages  would 
accomplish  the  same  thing. 


HARLAN  HAD  IT  RIGHT 

A  century  AGO,  in  Plessy  v.  Ferguson,  the  Supreme  not  as  members  of  groups.  Yet  Harlan's  correct  reading  of 
Court  upheld  the  legality  of  racial  segregation  by  a  7-to-  the  Constitution  is  still  largely  ignored  by  our  courts  today. 
1  decision.  The  guiding  principle  of  the  lone  dissenter,    When,  in  1954,  Plessy  v.  Ferguson  was  finally  overturned 


Justice  John  Marshall  Harlan,  still  hasn't  been 
realized  today:  "Our  Constitution  is  color- 
blind, and  neither  knows  nor  tolerates  classes 
among  citizens.  In  respect  of  civil  rights,  all 
citizens  are  equal  before  the  law.  The  hum- 
blest is  the  peer  of  the  most  powerful." 

Harlan  noted  how  the  13th,  14th  and  15th 
Amendments  to  the  Constimtion  had  the  ex- 
press purpose  of  removing  "the  race  line  from 
our  governmental  systems.  ...  In  respect  of  civil 
rights,  common  to  all  citizens,  the  Constitution 
of  the  U.S.  does  not  permit  any  public  author- 
ity to  know  the  race  of  those  entitled  to  be 
protected  in  the  enjoyment  of  such  rights." 

Discrimination  should  be,  and  is,  illegal,  but  group 
based  favors  on  the  part  of  the  government  are  antithet 
ical  to  the  American  ideal  of  equality  before  the  law. 

Most  Americans  understand  that  one  basic  tenet 


Harlan:  Exemplar  of 
equality  before  the  law. 


of 


by  the  Supreme  Court,  the  High  Court  did 
not  banish  the  use  of  race  in  the  enactment  or 
enforcement  of  laws.  Our  Justices  still  do  not 
see  the  Constitution  as  color-blind. 

Harlan  was  more  on  target  than  perhaps 
even  he  realized  when  he  noted  in  his  Plessy 
dissent  that  "the  judgment  this  day  rendered 
will,  in  time,  prove  to  be  quite  as  pernicious 
as  the  decision  made  by  this  tribunal  in  the 
Dred  Scott  case." 

There  are  a  number  of  actions  the  govern- 
ment can  take  to  enhance  opportunity:  tax51 
monetary,  and  regulatory  reforms,  so  that  we 
can  have  a  vibrant  economy;  enterprise  zones 
to  revive  inner  cities;  school  choice,  so  that  all  children 
can  get  a  quality  education;  welfare  reform,  so  that  the 
system  does  not  destroy  the  very  people  it  is  supposed  to 
help;  tenant-controlled  public  housing;  renewed  emphasis 


American  citizenship  is  that  we  be  judged  as  individuals,    on  marriage,  etc.  But  a  quota  system  is  not  one  of  them. 

CONTENTIOUS  CONTESTANTS 


Kennedy  &  Nixon:  The  Rivalry  That  Shaped  Postwar 
America — by  Christopher  Matthews  (Simon  &  Schuster, 
$25).  Well-told  tale  of  the  oft-jugularesque  jousting 
between  two  fiercely  focused,  fast-rising,  "new  genera- 
tion," World  War  II  veterans  who — each  in  his 
own  way — were  outsiders.  Their  competition, 
at  first  friendly,  turned  bitter  as  the  young  men 
fought  for  the  summit  in  1960.  Their  antago- 
nism scarred  American  politics. 

Nixon  felt  that  JFK  won  the  incredibly  close 
1960  election  through  fraud,  and  saw  himself 
as  the  victim  of  a  media  double  standard. 
Nixon  never  got  much  credit  for  not  chal- 
lenging the  election — he  feared  that,  at  a  time 
of  intense  enmity  with  the  Soviet  Union,  the 


fill  R™  fii \i  to»  \mii 

KENNEDY 
S 

NIXON 

IlllKOTIIIlMUTieS 


resulting  uncertainty  might  damage  the  free  world. 
Although  familiar  with  the  brass-knuckled  nature  of  pol- 
itics, Nixon  vowed  that  in  the  future  he  would  out- 
tough  the  toughest.  But  in  doing  so,  he  fatally  lost  his 
moorings.  The  Kennedy  clan  arrogantly  saw 
Nixon  as  a  usurper,  and  Ted  Kennedy  played  a 
pivotal  role  in  unraveling  Watergate. 

Excerpt:  From  the  moment  Nixon  was  elect- 
ed president,  major  forces  were  collaborating  in 
his  downfall,  all  sprung  from  the  legacy  of  John 
F.  Kennedy.  They  included  the  capital's  bureau- 
cratic, media  and  social  establishments,  each 
spurning  the  Republican  arrivistes  with  the 
same  efficiency  with  which  the  human  body 
rejects  foreign  tissue.  ■ 
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jj  h  3M  microreplication  technology,  a  single  50  watt  bulb  can  turn  100  feet  of  curving 
i  rd  rail  into  100  feet  of  guide  rail.  The  3M™  Lighted  Guidance  Tube  is  one  more  shining 
i  lit  of  our  unique  culture  -  a  free  exchange  of  ideas,  a  willingness  to  take  risks  -  that 


us  make  the  leap  fwm  need  tO... 


3M  Innovation 


Other  Comments 


Unsung  Hero 


"We  shall  fight  on  the  beaches  .... 
We  shall  never  surrender."  Millions 
were  moved  by  Winston  Churchill's 
now- famous  speech  when  it  was 
broadcast  on  the  radio  [June  4,  1940]. 
What  few  realized  was  that  it  was  not 
Churchill  they  were  listening  to,  but 
an  actor  named  Norman  Shelley. 
Churchill,  who  had  delivered  the 
speech  to  Parliament  earlier  in  the  day, 
was  too  busy  to  repeat  it  for  broad- 
cast, so  he  asked  the  BBC  to  get  a 
substitute.  Shelley,  a  BBC  employee 
who  had  been  heard  imitating 
Churchill's  voice,  got  the  job.  "Very 
nice,1'  Churchill  said  of  Shelley's  work. 
-Memories  magazine 

Wagering  for  Votes 

Only  11%  of  the  beneficiaries  of  a 
higher  minimum  wage  are  sole  bread- 
winners in  a  family  with  children;  35% 
still  live  with  their  parents.  While  many 
minimum-wage  earners  are  poor, 
most  are  not.  Most  of  America's  really 
poor  people  are  not  working  at  all. 

A  better  way  of  attacking  poverty- 
in-work  would  be  to  expand  the 
Earned  Income  Credit.  In  effect, 
this  cuts  the  marginal  tax  rate  on  low 
incomes,  putting  more  money  in 
workers'  pockets.  By  increasing  in- 
centives, it  might  also  turn  some 
non-working  poor  into  workers. 

But  however  economically  sensi- 
ble that  might  be,  it  has  less  political 
appeal.  In  an  election  year,  tax  breaks 
have  to  be  kept  mostly  for  the  mid- 
dle classes.  How  much  simpler  it  is  to 


put  up  the  minimum  wage,  and  pass 
the  bill  on  to  corporate  America. 
-The  Economist 


Even  spending  as  much  time  as  they 
do  watching  television,  children  get 
no  sense  of  what's  gone  before — 
just  a  heavy  commercial  overlay 
and  the  acquisition  mentality. 
-Roger  Mudd,  former  CBS 
newsman,  Washingtonian 

Ready  for  Reform 

Germany's  tax  cutters  derive  cour- 
age from  America,  [and  the]  flat  tax 
attracts  discussion.  A  writer  reports 
breathlessly  of  flat  tax  forerunner 
Alvin  Rabushka.  Says  parliamentarian 
Gunnar  Uldall:  "We  keep  our  distance 
from  the  'Laffer  curve,'  but  of  course 
we  acknowledge  the  'Laffer  Effect'  " 
— that  lower  tax  rates  can  bring  in 
greater  revenues.  Tax  models  from 
non-superpowers  sometimes  sit  even 
better  here:  A  visitor  hears  stories  of 
lower  rates  and  higher  revenues  in 
New  Zealand  and  even  Croatia. 
-Amity  Shlaes,  Wall  Street  Journal 

More  Room  to  Bully 

The  new  romance  between  Russia 
and  China  is  a  development  with 
profound  consequences  for  Asia  and 
for  American  foreign  policy. 

Look  at  the  forces  China  is  now 
transferring  to  its  southeastern  coast- 
line for  military  maneuvers  that  may 
threaten  Taiwan  and  ask  yourself: 


"Eat  lots  of  carrots." 


Where  did  those  troops  come  from? 
How  does  China  have  so  much  leeway 
to  move  its  forces  around  the  country? 

Ten  or  20  years  ago,  China  didn't. 
Huge  numbers  of  its  troops  were 
pinned  down  in  the  interior  areas  of 
northern  and  western  China,  prepar 
ing  to  defend  against  the  possibility  of 
a  Soviet  invasion.  Now  those  forces 
are  no  longer  needed  in  such  num 
bers  and  are  freer  to  go  elsewhere. 
-Jim  Mann,  Los  Angeles  Times 

Silent  Strength 

Words  have  nothing  to  do  with  art,( 
absolutely  nothing.  That's  the  magic 
of  it.  It's  a  mistake  to  be  too  intelli- 
gent: you  become  professorial,  didac- 
tic. When  you  start  talking  about  art 
in  that  manner,  what  a  bore. 
-Alexandre  Ioalas,  in  The  Art 

Dealers,  by  Laura  de  Coopet 

and  Alan  Jones 

A  Century  Behind 

In  Plessy  v.  Ferguson  Justice  John 
Marshall  Harlan  [said]  that  the  "Con- 
stitution is  color-blind."  On  the  balloti 
this  November  is  the  California  Civil 
Rights  Initiative,  which  says:  "The  state 
shall  not  discriminate  against,  or  grant 
preferential  treatment  to,  any  individuall 
or  group  on  the  basis  of  race,  sex,  color, 
ethnicity,  or  national  origin  in  the  oper- 
ation of  public  employment,  public 
education,  or  public  contracting."  That; 
such  an  initiative  is  necessary  speaks 
volumes  about  the  abject  failure  of  the 
Supreme  Court  to  make  Harlan's 
noble  sentiments  the  "law  of  the  land." 
-Professor  Ralph  A.  Rossum, 
The  Weekly  Standard 

Dump  It 

Any  kid  can  figure  out  how  to  get  on 
the  Internet,  but  the  IRS,  after  spend- 
ing $4  billion  to  modernize  its  1960s- 
era  computers,  still  has  to  truck  taxpay- 
ers' records  from  one  office  to  another 
on  magnetic  tapes.  The  Treasury  De- 
partment acknowledges  that  the  IRS 
modernization  is  "badly  off  track,"  but 
has  not  called  off  plans  to  spend  over 
$16  billion  more.  Still,  if  that's  all  it  costs 
to  keep  the  IRS  primitive,  it's  a  bargain. 
-National  Review  W* 


28 


Forbes  ■  June  3,  1996 


food   for  thought 


Take  heart  in  the  power 
of  vitamin  E. 

A  recent  British  study  concluded  that  a  dime's  worth  of 
vitamin  E  from  natural  sources  seems  to  reduce  heart  attacks  by 
75%  when  taken  daily  by  people  with  bad  hearts. 

Heart  disease  is  our  nation's  leading  killer,  and  based  on 
this  study,  there  has  never  been  an  easier,  or  more  economical 
way,  to  reduce  the  risk  of  heart  attacks  than  by  taking  a  daily 
dose  of  natural  vitamin  E. 

As  the  world's  largest  natural  vitamin  E  producer,  ADM 
has  the  capacity  to  supply  170  million  people  with  the  current 
recommended  daily  allowance  of  vitamin  E.  We're  proud  of  our 
role  in  helping  people  fight  heart  disease,  and  that's  something 
you  can  take  to  heart. 

Supermarket  to  the  world 


A  promise  to  teach  you  the  value  of  standing  up  for  what  you  helieve  in. 


A  promise  I'll  rememher  it's  never  too  early  in  the  day  to  eat  ice  cream. 


A  promise  to  watch  over  you  now  and  always. 


ing  binds  us  one  to  tke  other  like  a  promise  kept.  For  more  tkan  140  years,  we've  keen  helping  people 
tkeir  promises  ky  ensuring  we  kave  tke  financial  strengf  tk  to  keep  ours.  Tkat's  wky  families  and 
messes  rely  on  us  to  insure  tkeir  lives  and  tkeir  financial  future.  We  kelp  you  keep  your  promises. 

&    Disability    I  nsurance    *    Annuities    ❖    Pension    &    Retirement    Products    ❖    Investment  Management 


Massachusetts  Mutual  Life  Insurance  Co..  Springfield,  MA  01111  •  htlp  //www. massmutual.com 
products  and  services  offered  through  MML  Investors  Services,  Inc.,  a  MassMutual  subsidiary. 
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(IT'S  LIKE  WINNING  BEST  ACT 
IN  AN  ACTION/ADVENTURE  SERIES 
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THE  NEW  JEEP,  GRAND  CHEROKEE 

Start  with  a  cast  of  nine  competitive  4x4s. 
Drop  them  into  the  unforgiving  environs  of  the  South- 
ern California  deserts.  And  watch  the  drama  unfold. 

In  a  performance  the  judges  said  "far  out- 
classes all  comers  in  off-highway  ability,"  Grand 
Cherokee  Laredo  emerged  as  the  clear  standout. 

Three  Jeep  features  won  critical  acclaim.  The 
available  on-demand  Quadra-Trac®  four-wheel 
drive,  Quadra-Coil™  suspension,  and  the  power  of 


its  optional  220  hp  V8.  Grand  Cherokee  also  fou 
favor  with  the  judges  for  its  highway  capabil 
Namely,  steering,  acceleration,  braking,  and  ric 
Ultimately,  its  your  critique  that  counts.  Te 
drive  the  new  Jeep  Grand  Cherokee  yourself.  Yo 
find  it  handles  any  role  that  you  can  give  it. 


Jeep 


THERE'S    ONLY  ONE 


For  more  information,  please  call  1 -800-925-JEEP  or  visit  our  World  Wide  Web  site  at  http://vvTvw.jeepunpaved.com  Always  wear  your  seat 
Jeep  is  a  registered  trademark  of  Chrysler  Corporation. 


Commentary 

jm  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Chairman 


ELEMENTARY  LESSONS 

Wo  MAJOR  NEGOTIATIONS  that  should  not  be  taking 
ace  are  under  way  now.  Given  the  Clinton  Administra- 
on's  record  of  flip-flops  on  or  abandoning  of  contro- 
:rsial  positions  that  generate  headlines  in  this  campaign 
ason,  there  is  reason  to  fear  that  these  negotiations  will 
e  resolved  in  ways  adverse  to  the  U.S.'  best  interests. 
For  nearly  five  years  Iraq  and  the  U.N.  have  been  hold- 
g  desultory  talks  on  sanctions  imposed  against  Iraq  for  its 
rutal,  unprovoked  attack  on  Kuwait.  Iraq  is  pushing  to  be 
lowed  to  sell  oil  on  the  open  market  (over  and  above  what 
is  already  selling  illegally),  and  many  U.N.  members  have 
dicated  they  would  like  to  accommodate  these  demands. 
Thus  far  the  U.S.  has  stood  firm  against  lifting  sanc- 
ons.  Some  countries  have  urged  the  U.N.  to  allow  oil 
lies  of  a  specified  amount,  provided  a  percentage  of  the 
:venue  goes  to  compensate  the  victims  of  Iraq's  aggres- 
on.  One  proposal  was  for  30%  to  go  to  a  U.N.  com- 
nsation  commission  to  pay  these  claimants.  The  U.N. 
egotiations  have  revolved  around  Iraq's  objections  to 
o-close  supervision  of  its  oil  sales  revenue. 
What  is  absurd  is  that  these  protracted  negotiations  are 
asically  over  the  issue  of  "sovereignty."  Would  Iraqi  sover- 
gnty  be  violated  by  the  U.N.'s  supervision,  set  up  to  in- 
ire  that  revenue  from  the  oil  sales  goes  to  Iraq's  victims, 
ot  to  add  to  Saddam  Hussein's  palaces  and  country  homes? 
After  Iraq  grossly  violated  the  norms  of  civilized  behav- 
r  and  was  totally  defeated  in  the  Gulf  war,  the  last  thing 
ie  world  needs  to  worry  about  is  that  country's  sovereign - 
.  Negotiating  the  2.6  million  claims  seeking  over  $190 
llion  in  compensation  is  about  the  most  unnecessary  and 
diculous  of  U.N.  activities.  Of  course  the  validity  of  indi- 
dual  claims  must  be  determined — as  is  being  done — but 
uestions  of  what  percentage  of  oil  revenue  goes  to  claim- 
its,  and  how  to  guarantee  it  reaches  them,  are  matters  that 
>uld  and  should  be  decided  in  less  than  half  an  hour. 
Iraq  should  have  no  say  in  the  matter.  After  World 
^ars  I  and  II  the  sovereignty  of  defeated  aggressors  was 
3t  a  priority  requiring  negotiations.  If  Iraqi  oil  is  to  be 
)ld,  some  competent  occupying  force  should  have  com- 
ete  control  over  sales  and  revenue.  The  suffering  Iraqi 
tizens,  victims  of  their  gover  nment's  criminal  behavior, 
)uld  have  their  immediate  needs  met  by  closely  super- 
sed  distribution  of  some  of  the  proceeds.  But  the  great 
.ilk  of  the  money  should,  of  course,  go  to  try  to  com- 
nsate  foreign  victims  of  the  government's  brutality. 


OF  FOREIGN  POLICY 

They  have  been  waiting  for  more  than  five  years  for  ade- 
quate compensation.  Meanwhile,  Iraq  continues  to  use 
whatever  revenue  it  acquires  for  rebuilding  projects  that 
most  benefit  Saddam  Hussein  and  his  family. 

It  is  to  be  hoped  the  current  U.S.  position  will  not 
crumble  into  some  politically  inspired  "compromise," 
the  purpose  of  which  would  be  to  insure  that  this  issue 
does  not  cause  any  distracting  or  negative  results  in  Mr. 
Clinton's  reelection  campaign. 

Adding  Fuel  to  the  Fire 

In  another  part  of  the  world,  the  U.S.  continues  the 
course  of  appeasement  it  began  in  1994  with  the  U.S./ 
North  Korea  "nuclear  framework  pact."  This  agreement, 
heralded  as  a  major  effort  to  stop  North  Korea's  nuclear 
weapons  program,  offered  to  one  of  the  world's  most  unsta- 
ble, vicious  regimes  several  inducements  to  keep  a  promise 
it  had  made  twice  before:  two  nuclear  reactors  worth  about 
$5  billion,  free  oil  worth  $50  million,  and  initiation  of  trade 
and  political  ties  with  Washington  that  previously  had  been 
properly  nonexistent.  North  Korea  has  pledged  yet  again  to 
stop  its  nuclear  weapons  program.  Our  lavish  gifts  were  said 
to  be  worth  it  because  North  Korea's  promise  would  pre- 
vent it  from  acquiring  any  more  weapons-grade  plutonium. 
The  difficulty  with  this  is  twofold:  North  Korea  has  already 
made  and  broken  similar  promises,  and  the  two  nuclear 
reactors  we  are  guaranteeing  North  Korea  will  enable  it  to 
manufacture  (with  some  additional  effort)  weapons-grade 
plutonium.  We  gave  up  our  earlier  insistence  that  North 
Korea  fully  account  for  the  plutonium  it  has  produced,  and 
we  agreed  to  delay  inspection  of  its  storage  sites  for  several 
years — inspections  it  had  agreed  to  some  years  ago. 

North  Korea  also  promised  to  ease  tensions  with  the 
South.  The  North  has  approached  this  promise  in  typical 
fashion:  On  three  occasions  this  past  April,  it  sent  troops 
into  the  Demilitarized  Zone  in  violation  of  the  1953 
Armistice  Agreement.  And  it  has  publicly  vowed  to  vio- 
late that  agreement  again.  Our  reaction  is  to  consider 
removing  some  existing  sanctions  and  to  open  more 
negotiations  with  the  North. 

Aggressors  like  North  Korea,  faced  with  weak,  appeas- 
ing U.S.  policy,  are  going  to  behave  exactly  as  North 
Korea  is  behaving.  This  is  another  of  those  elementary 
lessons  in  foreign  policy  the  Clinton  Administration  can- 
not seem  to  grasp.  (■ 
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relemedicine  gives 
ioctors  a  second 
opinion.  In  seconds. 


cnangmy  imormauon  mai  s  mere 
for  all  to  see.  Scientific  research 
can  speed  round  the  globe  for 
the  use  of  others.  And  with  the  in- 
formation moving  more  effectively, 
patients  can  often  avoid  unnec- 
essary and  painful  journeys  from 
one  clinic  to  another.  All  this  hap- 
pens at  lightning  speed.  As  has 
much  of  this  development  over 
the  last  few  years. 


Multimedia  is  starting  to  transform 
life  for  millions  of  people.  But  in  the 
field  of  medicine,  it's  saving  lives, 
too.  At  Deutsche  Telekom,  we've 
spent  years  working  on  the  Info- 
bahn  and  software  applications  to 
make  telemedicine  a  reality.  It's  a 
perfect  example  of  our  innovative 
approach  to  help  all  our  customers 
explore  the  potential  of  multimedia. 


Deutsche  Telekom  was  one  of 
the  first  companies  in  the  world 
to  set  up  high-speed  information 
highway.  All  the  time  we  were 
working  on  the  infrastructure,  we 
were  also  working  with  our  part- 
ners to  create  the  software  to 
make  the  most  of  it.  We've  helped 
make  telelearning  possible.  We've 
developed  telecooperation  and 
remote  maintenance  systems. 
And,  in  Germany,  we  have  pio- 
neered telemedicine. 

A  very  healthy  start. 

We  were  ready  and  waiting  when 
the  European  Council  recom- 
mended the  establishment  of  pan- 
European  healthcare  networks 
in  1 993.  Even  then,  ourT-Net  com- 
prised the  most  extensively  devel- 
oped ISDN  network  and  the  most 
closely-knit  fiber  optic  network  in 
the  world.  We  had  already  started 
a  host  of  pilot  projects  with  hospi- 
tals, GPs  and  the  Ministry  of  Health 
to  improve  healthcare,  streamline 
operations  and  cut  unnecessary 
costs.  So  it  was  natural  that  we 
would  also  look  to  develop  soft- 
ware applications  which  would 
contribute  in  this  area.  And  that's 
exactly  what  we  did. 


You  couldn't  be  in  better  hands. 

Deutsche  Telekom  is  the  No.  1 
telecommunications  company  in 
Europe  -  and  the  second  largest 
network  operator  worldwide. 
We  continue  to  pioneer  new  tech- 
nologies. In  fact,  since  1 990  we 
have  invested  DM  135  billion 
in  new  telecommunications  infra- 
structures, which  makes  us  the 
world's  single  largest  investor  in 
this  area.  We  offer  multimedia 
and  online  services,  "smart"  net- 
works and  a  wealth  of  experience 
and  know-how  -  all  backed  by 
strong  business  partnerships 
which  span  the  globe.  There  are 
many  international  companies 
with  sophisticated  communica- 
tions problems.  There  are  very 
few  telecommunications  compa- 
nies as  well  qualified  to  treat 
them  as  Deutsche  Telekom. 


Europe's  No.  1  in 
telecommunications. 


When  saving  time  saves  lives. 

Thanks  to  videoconferencing  tech- 
nology, surgeons  in  the  operat- 
ing room  can  now  get  an  instant 
second  opinion  from  colleagues 
thousands  of  miles  away.  Doctors 
can  exchange  data  with  laborato- 
ries via  the  Infobahn.  GPs  can 
communicate  with  hospitals,  ex- 


Deutsche 
Telekom 


The  days  of  the  bloated  business  are  over. 


Ballooning  costs.  Bulging  warehouses.  Is  your  business  growing  in 
the  wrong  places?  Let  GE  Information  Services  relieve  some  of  the  pressure. 

We  help  you  reduce  swollen  inventories  and  take  the  bulk  out  of  your 
business,  so  you  can  be  faster  in  your  markets,  more  responsive  to  your  cus- 
tomers and  more  attractive  to  your  shareholders.  We  enabled  a  major  elec- 
tronics manufacturer  to  cut  supplier  cycle  times  from  6  days  to  1  and  slash 
warehouse  space  requirements  by  50%.  Another  client  has  increased  sales- 
force  productivity,  allowing  salespeople  to  double  the  amount  of  "face  time" 
they  can  spend  with  clients  and  prospects. 

GE  Information  Services  works  with  thousands  of  the  world's  best 
known  businesses  to  help  reduce  costs  and  improve  profitability.  Our 
Business  Productivity  Solutions  M  can  help  you  expand  where  you  really  want 
to — in  your  marketplace. 

Productivity.  It's  All  We  Do.SM 


GE  Information  Servicet 


For  more  information,  please  call  1-800-560-GEIS,  or  write  GE  Information  Sen-ices, 
MC07F3,  401  N.  Washington  St.,  Rockville,  MD  20850.  Find  us  on  the  Internet  at  http://www.geis.com. 
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The  madness  of  well-heeled  crowds 


BY  RITA  KOSELKA 


!&ven  an 

vl.B.A.  is  no 
Safeguard 

gainst 
lolly  at 
tuction. 


Lured  by  hike  food  and 
wine,  I  went  with  some 
female  former  Harvard 
Business  Sehool  class- 
mates  to  attend  what 
Sotheby's,  the  big  auetion 
house,  advertised  as  a 
mock  auction.  The  idea: 
to  help  people  feel  more 
comfortable  in  this  some- 
times intimidating  atmo- 
sphere of  fine  art  auc- 
tions— and  give  a  needed 
boost  to  Sotheby's  unim- 
pressive sales. 

Sipping  our  chardon- 
nay,  we  were  herded  into 
the  auditorium  with  sev- 
eral hundred  other  invi- 
tees— all  business  school 
graduates.  There  veteran 
auctioneer  Hugh  Hildes- 
ley  told  us  how  to  bid:  "Raise  your  bid  paddles, 
please.  Anv  special  signal  will  have  to  be  ar- 
ranged privately."  He  also  pointed  out  the 
automatic  currency  exchange  monitor  and 
granted  each  of  us  $40,000  in  fake  credit. 

We  proceeded  to  behave  in  ways  that  threw 
scant  credit  on  our  M.B.A.s.  A  blue-glaze  Ori- 
ental vase  sold  for  well  beyond  our  supposed 
$40,000  limit. 

The  final  item  up  for  bid  was  tea  for  eight 
with  Sotheby's  president,  Diana  Brooks.  But 
this  time  we  were  bidding  real  money.  Figuring 


I  could  find  some  friends 
to  chip  in,  I  thrust  my 
paddle  in  the  air  at  $600. 
A  quick  nod  of  acknow  l- 
edgment from  auctioneer 
Hildcsley  and  then  I  was 
forgotten.  The  tea  sold  at 
$1,200  to  a  zealous 
young  woman  two  rows 
ahead.  She  had  a  deter- 
mined air  about  her  that 
said,  No  matter  what  you 
bid,  I'll  top  it. 

From  what  I  could  tell, 
the  event  earned  Sothe- 
by's some  converts.  Ev- 
eryone eagerly  signed  up 
for  mailings.  They  had 
learned  that  despite  the 
publicity  garnered  by  big- 
ticket  items,  some  80%  of 
Sotheby's  merchandise 
goes  for  less  than  $5,000.  One  of  the  friends  I 
went  with  has  since  bought  several  cases  of  wine 
at  Sotheby's. 

The  one  business  lesson  I  came  away  with  may 
not  be  the  one  Sotheby's  intended:  I've  learned 
it's  nearly  impossible  to  behave  rationally  at  an 
auction,  so  written  bids  left  with  the  auctioneer 
in  advance  are  the  only  way  to  go.  ( If  the  top  bid 
at  auction  is  less  than  your  written  bid,  you'll  pay 
the  lower  price.)  Unless  you  are  a  lot  more 
disciplined  than  most  folk,  stay  away  from  the 
auction  room. 


Mce  work  if  you  can  get  it 


BY  RANDALL  LANE 


op  horses 
am  less 
pom 
iimning 
aces 

lan  from 
aving  sex. 


There  was  more  than  ego 
at  stake  last  month  when 
Grindstone  nipped  Cavon- 
nier  by  a  whisker  in  the  clos- 
est Kentucky  Derby  in  37 
years.  Grindstone's  owner, 
horse  breeder  W.T.  Young, 
took  home  $884,800.  Ca- 
vonnier's  owner  earned  just 
$170,000. 

Less  than  a  week  later,  a 
bone  chip  was  found  in 
Grindstone's  right  knee. 
That  spells  the  end  of  this 
young  colt's  promising  rac- 
ing career. 

But  weep  not  for  Grind- 
stone. Handsome  prize  money  is  horse  feed 
compared  with  what  lies  ahead.  Like  the  best 
human  athletes,  top  Thoroughbreds  earn  less 
from  sporting  events  than  from  other  activities. 


For  humans,  it's  endorse- 
ments. For  Thoroughbreds, 
:\  it's  sex — better  known  as 

vjf  stud  fees. 

*i  1  ake  Ml  E.  Tee,  a  hi  irse 

m  that  won  the  Derby  in  an 

\  upset  in  1992,  but  didn't  d<  i 

much  on  the  track  before  or 
after.  Lil  E.  Tee  nonetheless 
commands  $7,500  per  suc- 
cessful mating  session — and 
averages  40  such  encounters 
a  year.  That's  $300,000  a 
year  for  the  syndicate  that 
owns  him.  Using  a  multiple 
of  four  times  earnings  (a  safe 
industry  standard),  Lil  E. 
Tee  is  worth  perhaps  $1.2  million.  Without  the 
Derby  win,  his  value  would  be  a  lot  closer  to  that 
of  a  horse  in  a  petting  zoo. 

At  the  top  end,  1977  Triple  Crown  winner 
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Seattle  Slew  gets  $7(),()()()  per  healthy  foal— way 
oft' the  $300,000  he  got  before  the  Thorough- 
bred tax  shelter  w  as  killed  in  1986,  but  still  good 
enough  to  bring  in  about  $3  million  a  year  for 
Slew's  owners. 

( )f  course,  winning  isn't  everything.  Many  top 
colts  produce  mediocre  foals.  The  1987  Derby 
winner,  Alysheba,  pulls  in  $7,500  a  foal,  down 
from  $40,000,  because  his  offspring  haven't  pro- 
duced. Wary,  owners  are  becoming  more  savvy. 


"It's  smart  to  cash  in  before  the  foals  hit  the 
ground,"  says  Bill  Landes,  general  manager  at 
Kentucky-based  Hermitage  Farm,  which  pro- 
duced the  great  1953  Derby  w  inner.  Dark  Star. 

Without  a  stud  record  yet  to  hinder  or  help 
him,  last  year's  Derby  w  inner,  Thunder  Gulch, 
is  netting  an  impressive  $40,000  a  foal.  He'll  do 
between  80  and  100  jobs  this  year. 

Do  you  think  the  horses  know  what's  in  it  for 
them  if  they  win? 


Canadian  bacon? 


BY  STEPHEN  S.  JOHNSON 


Hockey's 
big;  haute 
cuisine 
is  not. 


As  a  Canadian  living  south  of  the  49th  parallel, 
I  endure  constant  taunts.  "Canadian  culture?" 
they  laugh.  "You  mean  like  hockey  players, 
wheat  fields,  lumberjacks?"  Usually  I  pay  no 
attention.  Rut  when  a  colleague  claimed  that 
(  anada  didn't  even  have  a  national  dish,  I  put 
my  foot  down. 

The  Canadian  Consulate  raced  to  my  defense 
with  a  copy  of  the  Laura  Secord  Canadian  Cook 
Book — published  in  1966.  Not  much  help.  Corn 
on  the  cob,  clam  chowder  and  cabbage  rolls.  Hard 
to  pass  those  off  as  Canadian.  Winnipeg  beef 
StroganofF and  Ontario  spiced  beet?  Oh,  please. 


I  pressured  the  consulate  for  something  a 
little  more  Canadian.  "How  about  pemmican," 
suggested  media  relations  man  Kevin  O'Shea. 
Pemmican?  "You've  never  heard  of  it?"  he  said, 
his  voice  rising  in  disbelief.  "It's  part  of  your 
heritage;  it's  as  well-known  as  a  hockey  puck." 

I  asked  around.  Not  one  of  my  Canadian 
friends  had  ever  heard  of  this  concoction  of  dried 
buffalo  meat  and  melted  animal  fat  that  was  used 
by  American  Indians  on  long  trips  as  a  sort  of  trail 
mix.  For  a  touch  of  spice,  just  add  blueberries. 

Who  says  Canada  doesn't  have  a  unique 
culture?  M 


THE  FORBES  INDEX 


EDITED  IY  SHLOMO  I.  REIFMAH 


April's  low  unemployment 
rate  of  5.4%  was  very  mis- 
leading, according  to 
Anthony  Chan,  chief  econo- 
mist at  Banc  One  Investment 
Advisors  in  Columbus,  Ohio. 
"The  real  story  is  [the  slow- 
down in]  nonfarm  job  cre- 
ation for  the  first  four 
months  of  this  year,"  says 
Chan.  Through  April,  the 
economy  generated  5,250 
fewer  new  jobs  per  month 
than  in  1995.  Chan's  1996 
forecast:  no  more  than  1.5 
million  new  jobs,  compared 
with  1.7  million  in  1995. 


(1967=100) 
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Closeup  on  the  Forbes  Index 
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205 


M  J  J  AS0NDJ  FMA 


165 


Current  270.7*        Previous  270.4t       Percent  change 


'Preliminary  tRevised 


The  Forbes  Index  is  a  measure  of 
U.S.  economic  activity  composed  of  8 
equally  weighted  elements:  The  cost  of 
services  relative  to  all  consumer  prices, 
the  level  of  new  orders  for  durable  goods 
compared  with  manufacturers'  inventories, 
total  industrial  production,  new  housing 
starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail 
sales,  total  consumer  installment  credit. 
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PhomWnish 

The  monsters  were  invading  Toronto  and  the  kids  couldn't  wait 


The  first  20,000  kids  were  promised  a 


at 


souvenir  photo 


Toronto's  SkyDome  for  the  Saturday  6  P.M.  opening 


of  USA  Motorsports  Monster  Truck  Show.  The  photos  hadn't  cleared 
customs  and  local 


customs  was  closed. 


Tim  Murray,  VP  and 


General  Manager  of  United  Sports,  called  on  one  of  his  local  suppliers,  Joe 
Kondrat  of  On  Tour  Productions,  for  advice. 


From  his  experience 


rely  on 


working  with  US-based  events,  Joe  knew  he  could 

Express  for  a  solution.  So  he  called  Mike  Dudgeon 
at  Roadway's  Toronto  Service  Center.  It  was  late  in  the 


V-  Roadway 


■ day-4  P.M.-when  Joe  called  on  the  Toronto  service  team  for  help  in 
getting  the  photos  to  the  SkyDome  before  6.  Although 
under  the  gun,  Mike  and  the  others  were  able  to  get 
the  shipment 


cleared  through  customs, 


and 


delivered  in  a  flash  into  the  hands  of  the  truck  show's 
biggest  little  fans. 

WSSfffltjSn^m  Roadway  Express  blends  the 
most  efficient  network  with  the  best  work  force  in  the  industry  to  deliver 
exceptional  customer  service. 


ROADWAY 

express 

1-800-257-2837, 

Exceptional  Service.  .  .No  Exceptions' 


Call  your  local  service  center  today  or  Roadway  toll-free  at... 


http://www.roadway.com   e-mail:  rexmail@roadway.com 


Hollywood  films  now  gross  more  overseas  than  at  home— thanks  in  part 
to  the  export  of  some  American  marketing  technology. 

Luring  Asians 
from  their  TV  sets 


By  Andrew  Tanzer  and  Robert  La  Franco 

As  Warner  Bros.'  vice  president  for 
theatrical  distribution  in  Asia,  Ivan 
Cheah  has  to  do  business  in  some 
places  he'd  rather  forget.  "'Some  of 
the  old  theaters  are  so  dirty  you  have 
to  bring  blankets  to  sit  on,"  says 
Cheah.  "There  are  rats  and  vermin. 
Families  and  women  won't  go." 

But  that's  the  old  Asia,  and  it  is 
passing.  As  living  standards  rise  and 
Asians  can  afford  higher  ticket  prices, 
theater  owners  are  replacing  their  old 
firetraps  with  modern  multiscreen 
cinemas  that  have  plush  stadium-style 
seating,  computerized  ticketing, 
curved  screens,  the  latest  audiovisual 
systems,  bountiful  concessions  and 
plenty  of  parking.  Many  ofthese  U.S.- 
style  complexes  are  being  built  by 
Kansas  City- based  amc  Entertain- 
ment, Warner  Bros.  International 
Theaters,  UCI  (a  joint  venture  be- 
tween MCA/Universal  and  Para- 
mount Pictures),  Dedham,  Mass.- 
based  National  Amusements,  Cine- 
mark  USA  of  Dallas  and  United 
Artists  Theatre  Circuit. 

Says  David  Davis,  an  entertainment 
analyst  at  Houlihan,  Lokey,  Howard 
&  Zukin,  "It's  the  Field  of  Dreams 
philosophy:  You  build  the  infrastruc- 
ture and  they  will  come."  And  come 
they  do. 

Multiplexes  are  one  of  those  Amer- 
ican retailing  innovations,  like  fast- 
food  outlets,  that  travel  well.  Pio- 
neered by  AMC  in  the  1960s,  multi- 
screen cineplexes  mushroomed  in 
malls  and  shopping  centers  in  the  U.S. 
in  the  1970s  and  1980s,  revitalizing 
the  industry  in  the  face  of  competition 
from  home  video  and  pav  TV. 

Multiplexes  added  a  new  dimen- 
sion to  moviegoing.  Can't  agree  on  a 


Golden  Village  multiscreen  theater  in  Singapore 

The  Australia-Hong  Kong  venture  introduced  multiplexes  to  Southeast  Asia. 


film?  Parents  and  teenage  kids  can 
split  up  to  see  different  movies,  and 
then  maybe  meet  up  in  the  shopping 
mall  to  share  a  meal.  "Multiplexes 
bring  the  middle  class  back  to  the 
movies,"  asserts  Thomas  Elliot,  exec- 
utive vice  president  of  Denver-based 
United  Artists,  which  is  building  the- 
aters across  Southeast  Asia  and  in 
Mexico,  India  and  China. 

As  malls  spread  through  Asia,  mul- 
tiplexes accompany  them.  Multi- 
plexes are  a  flexible  asset.  A  block- 
buster film  can  be  shown  simulta- 
neously on  multiple  screens,  but  as 
the  crowds  thin  out,  the  exhibitor  can 
show  it  on  one  screen.  Multiscreen 
theaters  are  far  more  labor  efficient  in 
the  ticket  booth,  projection  room  and 
behind  the  concession  counter. 


The  first  great  overseas  test  for 
multiplexes  came  in  Europe  in  the 
mid-1980s,  when  the  customers  had 
pretty  much  deserted  movie  houses 
for  the  home  screen,  amc:  tested  the 
waters  with  a  10-screen  multiplex  in 
Milton  Keynes,  England  in  1985. 
"The  contractor  bet  me  £5  that  it 
would  never  work,"  laughs  Millard  L. 
Ochs,  now  president  of  Warner  Bros. 
International  Theaters.  "The  first 
night,  all  the  theaters  were  full."  To- 
day UCI,  Warner,  National  Amuse- 
ments and  local  U.K.  operators  like 
Virgin  Cinemas  operate  80  multi- 
plexes in  Britain,  where  cinema  ad- 
missions have  swelled  125%  in  a  de- 
cade, to  nearly  125  million. 

Two  years  ago  Cinemark  spotted  a 
similar  opportunity  in  Mexico,  where 
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the  typical  movie  house  was  a  dump. 
The  privately  owned  firm  has  put  up 
1 14  multiplex  screens  in  Mexico,  and 
it  will  add  another  150  screens  there 
over  the  next  three  years.  Cinemark  is 
also  running  theaters  in  Chile  and, 
soon,  Argentina.  Cinemark  President 
Tim  Warner  reports  the  hardware  is 
pretty  much  the  same  across  borders, 
but  you  have  to  tinker  with  refresh- 
ments: Chileans  like  sweet  popcorn, 
for  example;  coffee  accounts  for  10% 
of  concession  sales  in  Mexico. 

Japan  still  lags.  It  has  only  one  screen 
per  70,000  people,  compared  with  one 
per  9,000  in  the  U.S.  But  that's  chang- 
ing. Since  1993  Warner- Mycal,  a  joint 
venture  between  Warner  Bros,  and  Ni- 
chii,  a  leading  Japanese  department 
store  chain,  has  opened  seven  theaters 
w  ith  48  screens  and  aims  to  have  over 
200  screens  up  by  2000. 

All  this  is  great  news  for  Holly- 
wood. "We  can  expect  20%  to  25% 
annual  growth  in  the  next  five  years  in 
revenue  per  film  in  Asia,"  says  War- 
ner's Cheah,  "because  of  the  growing 
supply  of  good  theaters.11  Last  year, 
for  the  first  time  ever,  international 
box  office  receipts  for  Hollywood 
films  surpassed  the  domestic  box  of- 
fice gross,  S5.6  billion  to  $5.2  billion. 

"Many  have  called  the  1930s  and 
1940s  the  golden  age  of  movies,11  says 
Philip  Singleton,  chief  operating  offi- 


Cinemark's  Mexico  City  multiplex 

Once  stuck  with  state-owned  dumps,  Mexicans  now  sip  coffee  in  modern  theaters. 


cer  of  amc.  "I  believe  we're  now 
entering  the  true  golden  age  of  mov- 
ies, and  it's  on  a  worldwide  basis.11 

Analyst  Davis  figures  that,  on  aver- 
age, a  new  screen  cwerseas  will  in- 
crease the  audience  for  a  film  by  20%. 
He  may  well  be  understating  the  case 
for  Asia  outside  of  Japan.  There  the 
number  of  young,  affluent  consumers 
is  burgeoning.  They  have  disposable 
income,  leisure  time  and  an  urge  to 
get  away  from  cramped  housing. 


"If  you  look  at  Hong  Kong  or 
Singapore  or  Taipei  or  Seoul,  there's 
really  not  much  to  do  outside  of 
work,11  says  ua's  Elliot.  He  reports  a 
three-screen  multiplex  he  opened  in  a 
new  mall  in  Singapore  last  June  pulled 
in  nearly  1  million  customers  in  the 
first  year — 1 ,000  customers  per  screen 
per  day.  They  won't  all  be  watching 
American  films,  but  enough  will,  guar- 
anteeing Hollvwood's  foreign  earn- 
ings will  continue  to  surge.  Si 


American  Samoa's  first  theater 
An  alternative  to  church. 


Narcotic  betel  nut 
on  your  popcorn? 

Scott  Wallace's  Wal- 
lace Theater  Corp.  has  101 
screens,  in  Hawaii,  Neva- 
da and  California,  and  last 
year  pulled  down  $30 
million  in  revenue.  One 
year  ago  Wallace  opened 
his  first  foreign  multiplex: 
the  six-screen  Nu'uuli 
Place  Cinema,  on  Tutuila 
Island  in  American  Sa- 
moa (pop.  55,000).  Wal- 
lace says  revenues  last 
year  were  $1.5  million  and 
operating  margins  slight- 
ly north  of  40%.  "I'm 
bringing  them  state-of- 
the-art  theaters  and  my 
competition  is  the 
church,"  Wallace  says. 


And  they  can't  eat  in 
church.  Wallace  peddles 
Samoans'  local  favorites 
like  Mochi  Crunch,  a  rice 
cracker,  and  dried  squid 
chunks  as  well  as  American 
staples  like  popcorn,  na- 
chos  and  soda. 

Next  summer  Wallace 
will  open  a  14-screen  multi- 
plex in  Guam,  and  then  a 
4-screen  cinema  in  Pohn- 
pei,  Polynesia.  Guam  will 
get  the  dried  squid  and  na- 
chos  while  Pohnpei  will 
get  packaged  betel  nut,  a 
slightly  narcotic  nut  that 
locals  wrap  in  leaves,  flavor 
with  lime  and  chew  on. 
Wallace  thinks  that  they'll 
love  sprinkling  it  on  their 
popcorn. 
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If  corporate  greed  really  rules  the  day, 
why  are  profits  in  a  secular  decline? 


The  "greed 
myth5 

Corporate  profits 


By  Peter  Brimelow 

Ronald  Reagan  was  no  economist,  but  he  got  it 
exactly  right:  "Business  doesn't  pay  taxes  .  .  .  only 
people  pay  taxes." 

The  evidence  is  in  the  chart  at  right.  Corpo- 
rate income  taxes  don't  stick  with  the  corpora- 
tion. They  get  passed  on  to  consumers. 

Pretax  profits  have  rebounded  as  a  share  of 
gross  domestic  product  since  the  1990-91 
recession.  But  they  usually  do.  Thev  are  still 
not  high  by  historic  standards.  As  a  share  of 
GDP,  they  averaged  significantly  less  in  the  two 
decades  1970-90  (about  8%)  than  in  the  two 
previous  decades,  1950-70  (about  11%). 

Simultaneously,  average  corporate  taxes 
have  declined  from  over  50%  of  profits  at  the 
beginning  of  the  1950s  to  less  than  30%  at  the 
beginning  of  the  1990s.  But  aftertax  profits 
remained  comparatively  stable — showing  that 
most  of  the  reduction  in  taxes  got  passed  on 
either  to  workers  or  to  the  consumer. 

Which  is  exactly  what  you  would  expect  if 
you  assume  that  investors  demand  a  steady, 
long-run  aftertax  return.  Taxes  on  corporate 
profits  are  simply  passed  on  to  the  consumer  as 
higher  prices  (which  are  reflected  in  higher 


Research:  Edwin  S.  Rubenstein, 
Right  Data  Associates. 

The  profits  roller  coaster 

Corporate  profits  have  fluctuated 
widely— but  less  so  aftertax.  And,  over 
time,  average  profits  have  fallen. 
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The  cash  flow  stabilizer 


Although  profits  have 
fluctuated,  cash  flow  has 
been  more  stable. 
Reason:  Cash  flow  reflects 
underlying  operations 
before  accounting  and 
financing  complications. 


.^|  Corporate  cash  flow  and  profits  as  a  percentage  of  GDP  (1959-95) 
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pretax  profits).  Or  the  corporation  withdraws  from 
businesses  in  which  it  can  no  longer  make  that  basic 
return. 

As  Gary  and  Aldona  Robbins,  economists  at 
Arlington,  Va. -based  Fiscal  Associates  Inc., 
have  written  in  a  recent  paper  for  the  Institute 
for  Policy  Innovation:  "The  economy- wide 
aftertax  return  on  new  investment  has  been 
remarkably  stable  over  the  last  four  decades. 
Disturbances  in  this  return  due  to  changes  in 
tax  policy  have  been  quickly  countered 
through  changes  in  investment  to  bring  the 
return  back  to  its  long-run  value11 — which  the 
Robbinses  estimate  at  3.4%  on  the  incremental 
dollar  invested. 

Of  course,  lower  taxes  are  not  the  only  factor 
in  the  downward  shift  in  average  pretax  profits 
between  the  periods  1950-70  and  1970-90. 
Among  other  commonly  suggested  reasons: 
Profits  were  boosted  in  the  earlier  period  by 
the  pent-up  demand  for  goods;  sharply  inten- 
sified import  competition  may  have  held  down 
profits  in  the  later  period. 

Plus  there  are  accounting  problems  that 
affect  profits  reported  to  stockholders.  For 
example,  the  Great  Inflation  of  the  late  1970s 
caused  corporations  to  overstate  profits,  per- 
haps by  as  much  as  two  percentage  points.  To  a 
lesser  extent,  the  reverse  may  have  occurred  in 
the  disinflationary  1980s. 

Cash  flow,  which  essentially  is  a  broader 
measure  of  monies  generated  in  the  corpora- 
tion after  current  expenditures,  has  been  sig- 
nificantly more  stable  (see  chart,  above).  Tax 
law  changes  have  encouraged  much  of  this. 
But  it's  still  not  high  by  historic  standards.  So, 
where's  the  "greed11?  WM 

Sources.  Department  of  Commerce  (profits);  Federal  Reserve, 

Flow  of  Funds  (cash  flow  =  total  internal  funds  plus  inventory  gams). 

National  Bureau  of  Economic  Research  (recession  lines). 
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Was  a  smallish  brokerage  firm  sacrificed  to  gain  ink 
for  a  politician  and  win  brownie  points  for  the  NASD? 


Scapegoat 


By  Graham  Button 

With  his  company  under  investiga- 
tion in  the  fall  of  1993  by  die  National 
Association  of  Securities  Dealers  over 
commissions  charged  for  mortgage- 
backed  securities  trading,  mmar  Group 
Inc.'s  compliance  officer,  Lawrence 
Forrester,  was  worried.  A  Louisiana 
state  employees'  pension  fund  had  lost 
money  investing  in  the  securities. 
People  were  looking  for  a  scapegoat 
and  politicians  were  looking  for 
publicity.  The  then-state 
Treasurer,  Mary  Landrieu,  a 
gubernatorial  hopeful,  was 
already  criticizing  MMAR  in  the 
media  for  having  made  "millions 
of  dollars"  from  "selling"  the 
investment  "scheme"  to  the  pen- 
sion fund. 

In  an  October  1993  phone 
conversation  taped  by  MMAR, 
Andrew  Favret,  the  NASD  attorney 
on  the  case,  assured  Forrester  that, 
in  the  absence  of  a  subpoena,  the  NASD 
would  not  provide  any  of  mmar's  confi- 
dential information  to  state  officials.  Not 
true.  The  information  had  already  been 
leaked.  A  month  earlier  NASD  officials  in 
New  Orleans  had  tipped  Landrieu's 
office  that  they  planned  to  file  a  com- 
plaint against  Houston-based  MMAR 
The  NASD  people  had  also  passed  along 
confidential  MMAR  compensation  data. 

Following  a  report  in  the  Wall  Street 
Journal  in  October  1993  that  the  NASD 
planned  to  charge  MMAR  with  fraud,  cus- 
tomers bolted  en  masse,  causing  die  firm 
to  fold  later  that  year.  The  NASD  filed  its 
charges  of  fraud  in  January  of  1994. 

Last  November  a  regional  discipli- 
nary panel  concluded  the  firm  had 
charged  the  Louisiana  pension  fund 
excessive  fees  in  connection  with  trad- 
ing collateralized  mortgage  obligations 
(cmos).  It  recommended  one  of  the 
largest  NASD  sanctions  ever — $14.5 
million — on  MMAR  and  five  of  its 
employees.  The  sanctions  will  probably 
be  reviewed  this  summer  by  a  national 
NASD  panel. 


What  was  mmar's  crime  that  caused 
it  to  fold?  Forbes  has  reviewed  over 
1 ,000  pages  of  healing  transcripts  and 
has  interviewed  witnesses,  investigators, 
attorneys  and  principals  in  the  MMAR 
case.  We  talked  with  an  outside  expert 
on  markup  case  law.  The  facts  so  far 
seem  to  add  up  to  a  classic  case  of  over- 
reaching by  a  self-regulating  organiza- 
tion badly  in  need  of  a  little  image  pol- 


ishing itself  (Forbes,  Aug.  16, 1993). 

The  MMAR  case  recalls  a  previous 
NASD  action  against  Partnership 
Exchange  Securities  Co.  of  Oakland, 
Calif  The  firm,  known  as  PSX,  was 
once  an  active  player  in  the  secondary 
market  for  shares  in  limited  partner- 
ships. PSX  dealt  with  other  broker-deal- 
ers that  were  acting  on  behalf  of  retail 
customers.  In  1993  the  NASD  censured 
and  fined  PSX  and  two  of  its  principals 
for  charging  excessive  markups  when 
PSX  resold  partnership  shares  it  had 
taken  into  inventory.  The  NASD  ruleci 
that,  regardless  of  how  much  the  mar- 
ket value  of  the  partnership  shares  had 
increased  since  PSX  purchased  them, 
the  firm  was  only  entitled  to  resell 
them  at  no  more  than  8%  over  its  pur- 
chase price. 

But  it  turned  out  that  PSX  had  done 
nothing  wrong.  The  Securities  & 
Exchange  Commission  subsequently 
set  aside  die  NASD  decision,  conclud- 
ing that  the  prices  charged  by  PSX  were 
not  unfair  and  that  the  markup  stan- 
dards the  NASD  had  tried  to  impose  in 


the  case  had  not  previously  been  clear- 
ly articulated. 

The  reversal  came  too  late  to  save 
PSX,  which  was  forced  to  close  its  doors 
because  of  the  NASD  assault.  "They 
[the  nasd]  didn't  care  how  ridiculous 
their  complaint  was;  they  just  wanted 
to  put  us  out  of  business,"  recalls 
Ronald  Baker,  one  of  the  PSX  principals 
who  was  charged  by  the  NASD. 

In  charging  MMAR  with  fraud,  the 
nasd  alleged  that  mmar  breached  a 
duty  to  disclose  the  markups  it  charged 
the  Louisiana  fund.  That  duty  is  trig- 
gered only  if  the  charges  are  excessive  by 
industry  standards. 

So  the  question  becomes,  what  is 
"excessive"?  The  sec  has  held  that 
markups  of  more  than  1 0%  are  exces- 
sive, that  markups  over  5%  may  require 
justification  and  that  just  because  a 
markup  is  under  5%  doesn't  mean 
it's  not  excessive.  It  all  depends  on 
such  factors  as  the  type  of  security 
and  the  size  of  the  trade. 

Thus  certain  esoteric  CMOS, 
which  trade  in  a  relatively  illiq- 
uid market  that  can  be  difficult 
to  analyze,  would  command 
higher  markups  than,  say,  plain 
vanilla  Treasury  bonds. 

The  highest  alleged  markup 
MMAR  charged  the  Louisiana  pen- 
sion fund  was  4.7%;  the  average, 
1.13%.  The  nasd's  first  "expert"  witness 
against  MMAR  was  Charles  Belina,  a 
senior  mortgage -backed  trader  at 
Vining-Sparks,  ibg  in  Memphis.  Belina 
testified  that  mmar's  pattern  of  markups 
"seem  on  the  high  end"  and  that  the 
pension  fund  "might  have  been  able  to 
purchase"  some  of  the  securities  "at  a 
lower  price."  It  turns  out  that  while  he 
was  employed  with  Springfield,  N.J.- 
based  First  Interregional  Equity  Corp. 
in  1987,  Belina  himself  had  been 
involved  in  the  sale  of  CMOS  with 
markups  exceeding  20%. 

The  strongest  testimony  against 
MMAR  came  from  James  McKinney, 
manager  of  the  fixed-income  depart- 
ment at  William  Blair  &  Co.  in 
Chicago.  He  claimed  that  the  industry 
norm  for  markups  on  the  type  of  CMO 
trades  at  issue  was  1%. 

How  did  McKinney  know  that  1% 
was  the  norm?  "[W]e  hire  a  lot  of 
salesmen  from  different  places,"  he 
testified,  "and  I  think  I've  had  the 
benefit  of  a  lot  of  experience  from 
what  they  tell  me... but  it's  second- 
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hand."  In  other  words,  hearsay. 

By  contrast,  one  of  mmar's  key  wit- 
nesses, Jed  P.  Kaplan,  had  extensive 
firsthand  experience  buying  and  selling 
CMOS,  having  traded  mortgage-backed 
securities  at  Prudential  Securities  from 
1988  to  1992  and  later  serving  as  head 
mortgage  derivitives  trader  at  J. P. 
Morgan  Securities.  Kaplan  testified  that 
he  had  traded  over  $50  billion  worth 
of  the  kinds  of  cmos  that  MMAR  had 
sold  to  the  Louisiana  pension  fund. 
mmar's  markups,  he  said,  were  "not  at 
all"  excessive  and  "definitely"  were 
within  the  industry  norm  at  the  time. 
For  trades  of  over  $1  million,  accord- 
ing to  Kaplan,  markups  on  the  type  of 
CMO  trades  at  issue  in  the  MMAR  case 
were  typically  3%  to  4Wo. 

But  the  NASD  panel  dismissed  Kaplan's 
credible  testimony  and,  without  clearly 
explaining  either  its  logic  or  its  math, 
imposed  a  schedule — which  hadn't  pre- 
viously existed— stating,  for  example, 
that  the  maximum  allowable  markups 
under  the  circumstances  in  question 
would  be  1%  for  trades  over  $20  million, 
and  3%  for  trades  of  $1  million  to  $5 
million.  According  to  the  schedule, 
MMAR  was  guilty  of  excessive  markups. 

Attorney  Lewis  Lowenfels  of  Tolins 
&  Lowenfels  has  reviewed  the  MMAR 
decision.  "You  put  people  on  notice  of 
what  the  standards  are,  and  then  you 
make  sure  they  meet  them,"  he  says. 
"But  you  don't  go  doing  it  retroac- 
tively, ex  post  facto.  It's  not  right." 

If  MMAR  committed  fraud,  so  has 
Wall  Street,  where  it  was  not  unusual 
for  markups  on  cmos  to  exceed  5%. 
Why  then  pick  on  a  small  local  outfit? 

Was  the  New  Orleans  NASD  office 
under  pressure  to  impress  Washington 
with  an  aggressive  case?  Or  possibly 
curry  favor  with  state  politicos?  Maybe 
so.  mmar's  former  chief  executive, 
Cory  Miner,  recalls  a  phone  call  in 
April  1993  from  Thomas  Burbank  Jr., 
former  executive  director  of  the 
Louisiana  pension  fund  that  incurred 
the  CMO  losses.  In  the  phone  call, 
which  was  tape  recorded,  Burbank 
warned  Miner  that  "there  will  probably 
be  some  bull  put  out  by  a  couple  of 
politicians  regarding  quote,  excessive 
commissions." 

Cory  Miner,  his  firm  in  ruins  and  his 
reputation  sullied,  feels  that  he  is  a  vic- 
tim of  NASD  posturing  and  Louisiana 
politics.  Says  he:  "Something  smells 
here- — big  time."  mm 


Japan  is  switching  from  mainframes  to 

PC  systems,  and  Compaq,  Sun  Microsystems 

and  Hewlett-Packard  are  cashing  in. 

Servers  with 
a  smile 


By  Neil  Weinberg 


Tokyo's  Akihabara  electronics  district 

Japanese  PC  sales  grew  70%  last  year,  PC-server  sales  even  faster. 


Anyone  who  has  toured  Japanese 
businesses  has  been  struck  by  a  con- 
tradiction. The  factories  are  highly 
automated;  hardly  a  human  being  in 
sight.  But  Japanese  offices  are 
crammed  with  people;  hardly  a  per- 
sonal computer  in  sight. 

Where  there  are  computer  termi- 
nals, they  have  often  been  linked  to 
mainframes,  as  was  the  practice  in  the 
U.S.  15  or  20  years  ago,  before  res 
were  networked  through  in-office  cli- 
ent servers,  or  not  networked  at  all. 

Now  the  Japanese  are  catching  up. 
Late  last  year  Asahi  Mutual  Life  Insur- 
ance Co.  installed  client  servers  in 
each  of  its  1,300  offices;  its  workers 
can  now  use  off-the-shelf  PCs  or  note- 
book computers  to  pull  up  informa- 


tion 24  hours  a  day.  Previously,  the 
information  was  available  only  from  9 
to  5,  when  the  mainframes  were  avail- 
able to  branch  offices. 

All  over  Japan,  companies  are  mak- 
ing similar  investments.  Japan's  per- 
sonal computer  market,  the  world's 
second  largest  after  the  U.S.,  grew 
70%  last  year,  with  5.7  million  units 
sold,  according  to  mc:  Japan,  a  subsid- 
iary of  Framingham,  Mass.  market 
research  firm  International  Data 
Corp.  Nearly  70%  of  the  machines 
ended  up  in  offices  and  workshops. 

Sales  of  PC  client  servers  grew  even 
faster,  nearly  doubling  to  67,300 
units.  That,  in  turn,  has  pushed  the 
ratio  of  Japanese  Pes  that  are 
networked  together  from  28%  two 
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The  Compaq  salon  in  central  Tokyo 

Local  rivals  want  to  unseat  the  U.S.  firm  in  Japan's  hot  PC-server  market. 


years  ago  to  nearly  50%  today — get- 
ting closer  to  the  U.S.'  86%  ratio. 

Also  growing,  but  more  slowly,  are 
sales  of  servers  that  use  the  Unix 
operating  system  to  link  res  and 
workstations.  The  big  vendors  are  the 
Japanese  divisions  of  Hewlett-Pack- 
ard, Sun  Microsystems  and  Japan's 
Fujitsu  Ltd.  Unix  shipments  rose  25% 
last  year,  to  $2.4  billion. 

Why  are  the  PC  servers  doing  better 
than  the  Unix  servers?  Starting 
around  a  decade  ago,  U.S.  companies 
migrated  en  masse  from  mainframes 


to  Unix-based  client/server  systems, 
but  this  switch  never  happened  in 
Japan,  where  computer  vendors  kept 
clients  tied  to  mainframes  and  mini- 
computers that  ran  on  proprietary 
operating  systems.  '•'Japanese  vendors 
know  client/server  systems  are  the 
wave  of  the  future,"  says  Douglas 
Shinsato,  an  information  technology 
consultant  with  A.T.  Kearney  in  To- 
kyo. "But  since  they  make  so  much 
money  from  mainframes,  they're  in 
no  hurry  to  switch." 

Now  Japanese  businesses  are  de- 


Microsoft 

plays 

hardball 


NO  MATTER  HOW  the 

competition  for  PC-server 
sales  in  Japan  shakes  out 
among  the  hardware  mak- 
ers, Microsoft  is  emerg- 
ing as  the  clear  winner  on 
the  software  side.  Win- 
dows NT,  the  company's 
operating  system  for 
networked  PCs,  was 
launched  in  Japan  only  in 
January  1994,  yet  it 
grabbed  53%  of  the  mar- 
ket last  year,  according  to 
Dataquest.  Compare  this 
with  the  U.S.,  where  No- 
vell still  dominates  the 
market  with  its  NetWare 


operating  system. 

Microsoft  priced  the 
Japanese  version  of  NT  ag- 
gressively, leveraging  its 
name  in  image-conscious 
Japan.  Microsoft  is  on 
target  to  grab  as  much  as 
three-quarters  of  Japan's 
PC-server  operating  system 
market,  boasts  Kiyoshi 
Fujioka,  a  Microsoft  prod- 
uct manager  in  Tokyo. 
"Since  we  launched  our 
newest  version,  NT  3.51, 
in  January,  we've  held  60% 
to  75%  of  the  market  and 
expect  to  keep  it,"  he  says. 


manding  the  most  up-to-date  com- 
puter systems,  often  leapfrogging  the 
Unix  technology  and  going  straight 
for  the  PC  servers.  In  technical  applica- 
tions, like  computer-aided  design, 
Unix  servers  do  retain  a  clear  advan- 
tage over  pc:  servers.  But  for  business 
computing,  PC  servers  are  handling  an 
increasing  number  of  jobs  that  once 
required  more  costly  Unix  systems. 
What's  more,  Intel's  speedy  new  Pen- 
tium Pro  PCs  are  cutting  into  Japan's 
Unix  workstation  market,  which  last 
year  grew  a  modest  12%. 

Compaq  is  emerging  as  a  huge 
winner  from  the  rush  to  automate 
Japanese  offices.  Four  years  ago  Com- 
paq launched  a  line  of  Japanese-lan- 
guage Windows-based  PCs  at  deeply 
discounted  prices.  This  helped  Micro- 
soft's Windows  unseat  NEC's  propri- 
etary operating  system  as  Japan's  de 
facto  standard  and  created  huge  de- 
mand for  Microsoft  Office,  Lotus 
Notes  and  other  Windows  applica- 
tions. Compaq  is  number  one  in  sales 
of  PC  servers  in  Japan,  with  about  26% 
of  the  market. 

But  watch  for  Hewlett-Packard  to 
come  on  strong.  HP  is  already  Japan's 
leading  Unix  vendor  in  terms  of  reve- 
nues (Sun  Microsystems  leads  in  units 
shipped),  with  a  large  sales  force  of  its 
own  and  contracts  to  supply  equip- 
ment to  NEC,  Hitachi  and  several  oth- 
er Japanese  vendors  for  resale,  hp  is 
aggressively  expanding  into  the  PC- 
server  market,  where  it  already  claims 
a  5%  share. 

Are  Japan's  computer  makers 
asleep?  No  way.  A  few  months  ago 
Fujitsu  slashed  prices  on  its  PCs,  and  in 
some  cases  machines  in  Japan  are  now 
selling  at  or  below  U.S.  levels.  Now 
it's  getting  aggressive  in  servers.  In 
addition  to  the  Sun  Microsystems 
Unix  products  it  has  sold  under  the 
Fujitsu  nameplate  for  several  years, 
the  company  is  expanding  its  own 
lineups  of  Unix  and  PC  servers. 

At  NEC,  Japan's  leading  PC  vendor, 
PC-server  sales  rose  nearly  fourfold  last 
year,  putting  NEC  neck  and  neck  with 
Compaq  for  the  top  spot.  "Our  goal 
is  to  be  number  one  in  the  PC-server 
market  in  1996,  and  eventually  match 
our  nearly  50%  market  share  in  PCs," 
vows  Mikio  Suzuki,  a  general  manag- 
er in  nec's  workstation  and  server 
marketing  division.  Over  Compaq's 
dead  body.  Over  hp's.  H 
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Taking  their  cue  from  the  American  polls, 
Britain's  bookmakers  have  Clinton  a  l-to-31/2 
favorite  for  this  November.  If  you  think 
Dole  can  win,  here's  your  chance. 

Doledrums 


By  Richard  C.  Morais 

IT'S  M I DAFTE  RNOON  at  the  Lad  broke 
betting  office  on  London's  Great 
Portland  Street.  Couriers,  grannies 
and  businessmen  fill  out  slips  and  rush 
their  stakes  to  the  cashier  for  the  3:50 
p.m.  Chester  horserace  flashing  up  on 
the  screens.  Racetracks  are  favored 
turf  for  Ladbroke  Group  Pic.,  Brit- 
ain's $5.8  billion  revenue  gambling- 
to-hotels  conglomerate. 

But  these  Brits  will  make  book  on 
just  about  anything.  For  the  past  30 
years  Ladbroke  has  had  a  book  on 
w  hether  the  United  Nations  will  con- 
firm before  the  century  ends  that 
extraterrestrial  life  exists.  At  250-to-l 
the  firm  has  placed  bets  to  the  tune  of 
$300,000  on  this  one.  "Britain  is  the 
only  country  that  allows  bets  on  virtu- 
ally any  subject,'"  says  Paul  Austin,  36, 
Ladbroke's  political  oddsmaker. 

Ladbroke's  American  clients,  of 
course,  like  to  gamble  on  their  presi- 
dential elections  by  wiring  bets  or 
setting  up  deposit  accounts  at  Lad- 
broke in  London.  The  company  first 
took  bets  on  the  Johnson-Goldwater 
battle,  taking  in  $14,000  in  1964 
dollars.  In  1992,  volume  reached 
$1.5  million. 

As  the  bookmaker,  Ladbroke  tries 
to  balance  the  odds  and  volumes  so  it 
gains  no  matter  who  wins  the  elec- 
tion. It's  a  bit  like  juggling  two  plates 
atop  sticks.  If  it  gets  the  mix  right, 
Ladbroke  usually  makes  about  a  10% 
profit. 

Austin  determines  the  presidential 
odds  by  monitoring  the  news  and 
opinion  polls,  and  by  watching  how 
the  cash  is  flowing  in. 

So,  how  is  the  cash  flowing  on 
November?  No  big  surprise.  (See 
table.)  According  to  the  "punters''' — 
British  slang  for  gamblers — Bob  Dole 
is  almost  a  lost  cause. 

Back  in  August  of  1995,  Colin 


Powell  was  the  mystery  candidate  and 
Bob  Dole  and  Bill  Clinton  were  level, 
both  with  odds  of  7/4  (a  $4  bet  pays 
back  the  original  stake  plus  $7).  In 
November,  however,  Colin  Powell 
announced  his  decision  to  stay  out  of 
the  race,  and  the  scales  tipped  in  Bill 
Clinton's  favor.  He  became  what  is 
called  the  "odds-on"  favorite.  In  late 
November  1995  you  had  to  bet  $6  on 
Clinton  to  get  just  $4  on  top  of  your 
stake.  Clinton  has  increased  his  lead 
ever  since. 

From  Ladbroke's  perspective  it 
looks  like  a  dull  race.  Since  March  the 


Place  your  bets 


Date 

Clinton  odds 

Dole  odds 

Jan  1,  1993 

2/1 

6/1 

Jan  I,  1994 

5/2 

6/1 

Nov  9,  1994 

11/4 

5/1 

June  8,  1995 

7/4 

2/1 

Aug  10,  1995 

7/4 

7/4 

Nov  8.  1995 

6/4 

9/4 

Nov  10,  1995 

10/11 

2/1 

Nov  21,  1995 

4/6 

7/4 

Jan  5,  1996 

4/6 

6/4 

Jan  11,  1996 

4/7 

6/4 

Feb  7,  1996 

1/2 

2/1 

Feb  7, 1996 

8/15 

9/4 

Feb  13,  1996 

1/3 

5/1 

Feb  21,  1996 

1/4 

7/1 

Feb  22,  1996 

1/4 

8/1 

Feb  28,  1996 

1/4 

10/1 

Feb  28,  1996 

1/4 

8/1 

Mar  4,  1996 

1/4 

5/1 

Mar  5,  1996 

1/4 

4/1 

Current 

2/7 

9/4 

Candidate  Dole 

His  odds  for  November 

are  now  9/4.  Any  takers? 


Source-.  Ladbroke  Racing  Ltd. 

Ladbroke's  client  service  manager, 
Tony  Owen,  will  take  bets. 
Telephone:  44-181-868-8899. 


bets  have  virtually  stopped  flowing  in. 
Today  Clinton  is  the  odds-on  favorite 
at  2/7 — $7  gets  you  a  measly  $9  if  he 
wins.  Dole  trails  badly  at  9/4.  "Clin- 
ton will  win  in  a  low  turnout,"  Austin 
predicts.  "Boring." 

Perhaps,  but  American  elections 
have  a  way  of  getting  closer  as  the 
voters  really  face  the  moment  of  truth. 
So  far,  Ladbroke  has  taken  bets  of 
$400,000  on  the  1996  election,  but 
that  figure  will  swell  to  around  $1.5 
million  between  August  and  October. 

The  long  shot  in  1992  was  Ross 
Perot  at  1,000-to-l.  For  this  year's 
protest  bet,  may  we  suggest  Libertar 
ian  Harry  Browne  of  Tennessee.  If  he 
wins,  a  $1  bet  will  pay  $5,000.  ■ 
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YOU'RE  WRONG. 

iu've  made  the  same  mistake  as  stadium  security  — assuming  the  woman 
3S  a  professional  photographer  merely  because  of  her  Olympus"  camera, 
hile  it's  true  many  professionals  use  an  Olympus  as  their  snapshot  camera, 
is  doesn't  mean  everybody  with  an  Olympus  is  a  pro.  This  confusion  affects 
I  Olympus  owners.  In  this  case,  an  innocent  woman  was  directed  into  the 
cker  room  after  the  game,  creating  an  awkward  situation  for  all  concerned. 
?member,  pros  choose  Olympus  because  they're  simple  to  use  and  take 
ng  snapshots,  but  anybody  can  buy  one. 


3mm- 1 iOmm  Telephoto  Zoom  lens,  highly  advanced 
autofocus  system,  four  creative  exposure  modes,  four 
automatic  flash  modes,  including  red-eye  reduction. 


QW  THE  BIG  SHOTS  TAKE  SNAPSHOTS'. 


OLYMPUS 


WITH  OVER  66,000  MOVING  PART 

YOU  HAVE  TO  BE 
A  WELL-OILED  MACHINE. 


Over  fifty-two  thousand  tractors  and  trailers. 
Over  fourteen  thousand  trucks.  Ninety  jet  air 
freighters.  Just  to  name  a  few. 

Twenty-four  hours  a  day,  around  the  world, 
the  parts  of  The  CF  Companies  are  moving 
with  well-oiled  precision,  delivering  the  critical 
shipments  that  help  thousands  of  our  customers 
operate  successfully. 

The  CF  Companies  offer  combined,  customer- 
focused  capabilities  ranging  from  regional  and 
nationwide  trucking  to  worldwide  air  freight, 
from  truckload,  ocean  and  intermodal  services 
to  warehouse  and  logistics  management.  Using 
a  sophisticated  network  of  computer  and  trans- 
portation technology  -  along  with  a  relentless 
commitment  to  consistent,  cost-effective,  on-time 
service  -The  CF  Companies  are  unparalleled 
at  making  transportation  work  better  for  you. 

For  more  information  about  the  part  our 
companies  can  play  in  the  success  of  yours, 
call  1-800-520-8465  for  a  copy  of  our  worldwide 
resources  brochure. 

THE  CF  COMPANIES 

CF MotorFreigbt,  Emery  Worldwide,  Con-Hay  Transportation  Services,  Menlo  Logistics 


COnSOLIDflTED  FREIGHTUJRYS,  IRC. 

WE  PUT  YOU  MILES  AHEAD 


Quietly,  Columbia/HCA  has  begun  competing  with  some  of  its  best  sources 
of  business.  It's  a  risky  strategy,  but  probably  unavoidable. 

Columbia  health  care 
versus  managed  care 


By  Phyllis  Berman  with  Bernard  Condon 

Hows  this  for  a  parlay?  Two  inves- 
tors each  put  up  $  1 2  5 ,000  to  buy  two 
hospitals  in  El  Paso,  Tex.  In  less  than  a 
decade — nine  years  to  be  precise — 
they  control  347  hospitals  with  com- 
bined revenues  of  nearly  $18  billion 
and  a  market  capitalization  of  almost 
$24  billion.  They  later  put  in  another 
$16  million,  and  their  investment  is 
now  worth  some  $700  million. 

We're  talking  about  Nashville- 
based  Columbia/HCA  Healthcare 
Corp.,  and  the  smart  original  backers 


in  1987  were  42 -year-old  Richard 
Rainwater,  the  well-known  Texas 
money-spinner,  and  34-year-old 
Richard  Scott,  a  lawyer  whose  only 
previous  business  experience  was  run- 
ning a  couple  of  doughnut  shops. 

But  this  is  not  a  story  about  quick 
wealth.  It  is  a  story  about  a  young 
corporate  phenomenon  with  a  market 
value  rivaling  Eastman  Kodak  and 
Dow  Chemical.  It  is  also  a  story  with  a 
warning:  Even  fast-growing  trees 
don't  grow  to  the  sky. 


Humana 

headquarters  (left) 
and  one  of 
Columbia's 
hospitals  in 
Nashville  (right) 
Is  Columbia 
destined  to 
repeat  onetime 
hospital  company 
Humana's 
mistakes? 


Rick  Scott,  now  all  of  43,  is  presi- 
dent and  chief  executive  of  Columbia, 
which  operates  in  38  states  and  has  7% 
of  the  nation's  community  hospitals. 
Since  medical  care  is  labor-intensive, 
this  fledgling  company  has  become 
the  ninth-largest  private  employer  in 
the  U.S.,  ahead  of  GE  and  IBM. 

Columbia's  superpowered  growth 
has  been  fueled  by  brilliant  use  of  a 
common  financial  technique:  Create  a 
high-priced  stock,  then  use  it  as  curren- 
cy to  buy  other  properties.  Columbia's 
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stock  has  usually  sold  at  around  eight 
times  cash  flow;  its  acquisitions  have 
generally  been  at  five  times  cash  tit  >\\ . 
You  can  think  of  it  as  buying  a  dollar's 
worth  of  cash  flow  for  about  60  cents. 

Of  course,  it  isn't  that  simple.  In- 
vestors w  ill  accept  your  stock  only  if 
they  think  you  can  create  added  value, 
and  Columbia  has  created  value. 

It  does  so  by  cutting  costs.  This  is 
fairly  easy  to  do  in  an  inefficient  busi- 
ness. For  example,  Columbia  cut  or 
reduced  hours  of  890  jobs  out  of 
4,500  at  a  four-hospital  chain  in  San 
Jose,  Calif,  within  four  months  of 
buying  it  this  year.  Columbia  is  also 
superb  at  purchasing,  getting  big  dis- 
counts on  equipment  and  supplies  by 
virtue  of  its  centralized  buying  power. 

Columbia  is  also  an  expert  at  mar- 
ket consolidation.  That  is,  in  a  given 
region,  it  will  buy  up  hospitals,  and 
then  may  close  down  one  or  more 
locations  or  departments  and  simply 
refer  patients  to  the  remaining  ones. 

It  seems  to  work.  In  a  business 
where  a  typical  hospital  operating 
margin — profits  before  interest,  tax- 


es, depreciation  and  amortization  di- 
vided by  sales — is  barely  positive,  Co- 
lumbia gets  20%. 

Columbia's  stock  has  taken  a  dip 
recently,  but  it  still  trades  at  a  slight 
premium  to  its  two  closest  competi- 
tors, Tenet  Healthcare  and  OrNda 
HealthCorp.  And  Wall  Street  showers 
enthusiasm  on  Columbia.  It  has 
"compelling  value"  compared  with 
other  large  capitalization  growth 
stocks  like  Coca-Cola  and  Merck,  ac- 
cording to  analysts  from  Montgom- 
ery Securities.  Going  overboard,  a 
February  report  by  four  analysts  from 
Cowen  &  Co.  said  Columbia,  "driv- 
en by  the  dynamic  vision"  of  Scott,  is 
a  "must-own  stock.'1 

Well,  maybe,  but  the  dumbest 
thing  an  investor  can  do  is  to  project 
current  trends  indefinitely  into  the 
future.  It  is  by  no  means  clear  that 
Columbia  can  continue  to  earn  its 
current  fat  operating  profit  margins 
or  grow  at  anything  like  its  current 
rate  for  more  than  a  few  more  years. 

Part  of  the  reason  is  that  Columbia's 
fast  growth  owes  much  to  the  fact  that 


it  gets  more  than  50%  of  its  revenues 
from  the  fully  priced  parts  of  the  health 
care  market — patients  with  traditional 
health  insurance  or  those  covered  by 
Medicare.  With  the  former  there  is  only 
limited  price  resistance,  and  with  the 
latter  the  government  frequently  reim- 
burses hospitals  at  a  higher  rate  than 
does  managed  care.  Until  some  recent 
moves  into  other  markets,  Columbia 
operated  chiefly  in  parts  of  the  country 
where  managed  care  had  made  only 
minor  inroads. 

Scott  claims  managed  care  is  "an 
opportunity"  for  the  company.  But 
consider  this:  Hospitals  nationwide, 
based  on  the  latest  data  filed  with  the 
federal  government,  gross  35%  on 
services  rendered  to  individual  pa- 
tients with  traditional  insurance  and 
10%  on  Medicare  patients.  But  pa- 
tients in  managed  care  yield  barely  5%, 
because  the  insurer  is  in  a  position  to 
drive  hard  bargains  with  the  hospital. 

Managed  care  is  now  moving  into 
many  Columbia  strongholds.  In  Tex- 
as, where  Columbia  operates  73  hos- 
pitals, 25  hmos  are  now  seeking  per- 


Richard  Scott,  Columbia's  founder  and  chief  executive 
He  claims  managed  care  is  an  opportunity.  Is  it? 
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mission  to  offer  managed  care.  In 
Tennessee,  where  there  are  37  Co- 
lumbia hospitals,  the  Medicaid  pro- 
gram called  TennCare  (Forbes,  Sept. 
25,  1995)  offers  insurers  a  flat  fee  per 
year  for  each  person  covered.  This 
forces  insurers  and  hospitals  to  take 
on  the  risk  that  the  average  Medicaid 
recipient  may  require  costly  treat- 
ments that  exceed  the  state's  funding. 
Federal  reimbursements  for  Medicare 
may  go  the  same  route.  Medicare 
provides  36%  of  Columbia's  total  rev- 
enues. At  the  same  time,  Columbia's 
expansion  is  taking  it  into  states  that 
are  already  managed  care  strong- 
holds, such  as  California  and  Utah. 

HMOs  and  other  managed  care  in- 
surers are  in  a  strong  position  to  bar- 
gain hard.  The  country  is  swimming  in 
unneeded  hospital  beds.  In  1994  the 
nation's  hospital  beds  stood  at  1.2 
million,  almost  double  demand,  ac- 
cording to  the  Sachs  Group,  an  Illi- 
nois-based health  care  information 
company.  This  is  changing,  thanks 
primarily  to  managed  care,  which  cov- 
ers about  19%  of  the  population. 

Hillary  Clinton  notwithstanding,  it  is 
now  clear  millions  of  Americans  will 
resist  being  herded  into  managed  care 
organizations  and  want  to  choose 
their  own  physicians.  However,  it  is 
equally  clear  that  powerful  interests — 
big  business,  among  others — want  to 
push  them  into  managed  care.  You 
don't  need  to  be  a  believer  in  managed 
care  to  see  it  will  grow  and,  in  growing, 
will  put  pressure  on  hospital  charges. 

There  are  ways  Columbia  could  meet 
these  challenges.  One  is  to  buy  outpa- 
tient centers  and  home-health  agen- 
cies— venues  for  treating  patients  that 
managed  care  insurers  prefer  because 
they  are  cheaper.  Last  year  Columbia 
got  36%  of  revenues  from  these  non- 
hospital  settings,  versus  32%  die  year 
before.  So  there's  been  progress. 

But  Columbia's  other  response  may 
not  prove  as  successful.  It's  buying 
HMOs  so  as  to  acquire  captive  markets. 
Doing  so,  however,  risks  alienating  oth- 
er insurance  companies  and  HMOs, 
which  might  decide  to  stop  referring 
patients.  This  can  be  dangerous.  Louis- 
ville, Ky. -based  Humana,  once  a  hospi- 
tal chain,  began  selling  insurance  in 
1984.  As  a  result,  established  insurers 
steered  business  elsewhere.  So  did  doc- 
tors who  disliked  the  HMO.  Occupancy 
dropped  and,  in  1993,  the  company 


Richard  Rainwater,  Texas  multimillionaire 


He's  been  in  since  the  beginning. 


spun  the  hospitals  off  and  later  that  year 
sold  them  to  Columbia. 

Nevertheless,  Columbia  has  agreed  to 
buy  a  managed  care  company,  Inter- 
group  Healthcare,  in  Utah.  Not  a  prece- 
dent, Scott  claimed.  But  this  year  he 
reassigned  Daniel  Moen,  formerly  head 
of  the  Florida  hospitals,  to  corporate 
headquarters.  Moen's  new  job:  to  estab- 
lish a  managed  care  division.  It  wasn't 
long  after  Moen  moved  into  his  new  job 
that  Columbia  agreed  to  buy  most  of 
Blue  Cross  &;  Blue  Shield  of  Ohio.  lust  a 
joint  venture  was  the  explanation.  In 
other  words,  Columbia  seems  to  be 
doing  what  Humana  did,  but  soft-ped- 
aling die  move.  But  die  soft-pedaling 
doesn't  seem  to  be  working.  The  stock 
dropped  from  57%  to  52%  within  three 
trading  days  of  the  announcement. 

Equally  delicate  is  the  relationship 
with  private  physicians.  These  are  po- 
tential sources  of  lucrative,  non-HMO 
business.  Columbia  recruits  doctors  by 
offering  them  a  share  in  ownership  of 
its  hospitals.  This  doesn't  seem  to 
have  worked  well.  Doctors  don't  just 
want  equity,  they  want  say  over  hospi- 
tal operations.  So  Frank  Houser,  for- 
merly head  of  the  company's  Georgia 
hospitals,  has  been  brought  to  Nash- 
ville headquarters  to  work  on  new  ways 
of  w  ooing  physicians.  "We  don't  want 
our  physicians  to  be  employees,"  he 
says.  "My  job  is  to  come  up  with  a 
whole  new  structure  altogether." 

Though  he  doesn't  admit  it,  Scott  is 
trying  to  bypass  HMOs  in  some  markets 
by  selling  services  directly  to  big,  self- 


insured  employers.  The  employer 
would  agree  to  refer  employees  to 
hospitals  in  Columbia's  network;  in 
return,  Columbia  could  cut  the  15 
cents  on  the  premium  dollar  that  usu- 
ally goes  to  the  insurance  company. 

These  are  all  intelligent  moves  to 
assure  a  steady  supply  of  patients.  All, 
however,  involve  the  risk  of  antago- 
nizing other  sources  of  patients.  Says 
the  head  of  marketing  at  a  large  HMO: 
"We  do  business  with  Columbia  all 
over  the  country.  Let's  just  say  we  are 
watching  them  very  closely.  If  they  do 
move  into  our  territory,  it  will  be  easy 
enough  to  shift  our  business." 

That  Scott  is  nervous  about  how 
insurance  companies  and  HMOs  will 
react  to  his  expansion  into  their  busi- 
nesses was  clear  from  his  peculiar  reac- 
tion to  a  Forbes  query.  When  asked 
whether  he  was  considering  buying 
into  Blue  Cross  &  Blue  Shield  of 
Ohio,  he  responded  with  a  flat  no. 
Later  that  week  he  closed  the  deal. 

Scott  hopes  that  smart  promotion 
will  help  his  company  weather  any 
problems.  A  high  priority,  he  says,  is 
to  create  a  national  brand  image  for 
Columbia.  He  has  hired  an  advertis- 
ing agency  to  develop  a  campaign 
extolling  the  chain's  virtues.  Two 
years  ago  Columbia  ran  30-second 
spots  with  Scott  telling  customers 
he'll  save  them  "not  a  little  but  a 
lot" — with  no  sacrifice  in  quality,  of 
course.  When  asked  if  he  can  sell 
hospitals  the  way  McDonald's  does 
hamburgers — in  other  words,  wrap- 
ping a  brand  image  around  a  familiar, 
previously  undifferentiated  product — 
Scott  said:  "I  expect  that  every  year  we 
will  get  closer  to  that  goal." 

We  don't  underestimate  this  com- 
pany. There  remain  some  4,420  not- 
for-profit  hospitals  in  the  U.S.,  ripe  for 
acquisition.  With  cash  flow  running  at 
close  to  $2.3  billion  a  year  and  debt, 
though  it  has  grown  rapidly  in  recent 
years,  still  only  around  a  third  of  capi- 
talization, Columbia  has  plenty  of  bor- 
rowing power.  Clearly  it  continues  to 
have- both  room  for  growth  and  the 
means  to  finance  the  growth. 

What  is  in  doubt  is  whether  those 
lush  profit  margins  can  be  maintained 
for  more  titan  a  few  years.  Its  easy 
growth  behind  it,  Columbia  w  ill  soon 
be  like  so  many  other  businesses — 
running  ever  faster  just  to  keep  from 
losing  ground.  Bl 


54 


Forbes  ■  June  3,  1996 


Buying  a  car 
is  like  getting 
married. 

It's  a  good  idea 
to  get  to  know 
the  family  first. 


AT 

........ 

f  1    1    p  1 

.  M 

WKSSM 


You're  looking  at  the  ancestors  of  the 
Mercedes  Benz  S-Class. 

Of  course,  it's  only  a  partial  gathering. 
But  it's  enough  to  make  our  point: 

.  CaKs  are  like  people;  when  you  buy 
(or  marry), one,  you're  buying  its  entire 
history.  So  what  do  you  get  when  the 


car  you  choose  is  an  S-Class? 

You  get  a  car  descended  from  the 
family  of  cars.  (Daimler  and  Benz  inve 
the  motorcar  in  1886.) 

A  car  that  redefines  the  state  of  tl 
art  of  automaking  with  every  new  moi 
introduction.  Its  predecessors  were 


4 


The  present  generation. 


The  S500  Coupe.  Proof  that  individualism  hasn't 
been  engineered  out  of  present-day  cars.  The  V8  powered 
S500  is  a  genuine  coupe  instead  of  a  refurbished  sedan. 
The  piltarless  hardtop  provides  a  feeling  of  airy 'V^^— 
openness  without  compromising  the  structural  4fl| 
integrity  of  S-Class  roof  design.  Inside,  there 's 
all  the  leather  and-burfwatnut  elegance  of  an    ,  / 
SrClass,  Including  something  often  slighted  in  ^*aas>*=» 
sport  coupes:  spacious  room  in  back. 


... 


The  S320.  Like  all  S-Class  members,  the  S320  is  a  complete  car, 
combining  comfort,  technology,  performance,  and  the  legendary  safety 
engineering  of  a  Mercedes-Benz.  This  year's  version  carries  a  228  hp  in-line 
six,  a  5-speed  automatic  transmission,  traction  control,  and  more  standard 
equipment  than  its  predecessor-all  at  the  same  price  as  last  year's.  One 
reason  why  The  Complete  Car  Cost  Guide  by  IntelliChoice  named  it  a  Best 
Overall  Value  in  the  luxury  car  class  three  vears  running.** 


I  he  S.- Class  family,  1996.  The 
tradition  'tires.  In /virtually  every 
ini  jsiirahte  way-safety,. engineering, 
technology,  ami-  performance- the 


present  generation  outdoes  its  elder' 
No  disrespect  intended.  This  yi 
S-Class  is  simply  doing  what  the  S-CI<i 
has  always  done,  evolv  ing  toward  the 


Explore. OUf  AfVCb  Site,  IUlp:.Vwww.usa.mer^des4jenk-.com.  *Basetf  upon 'percentage  of  registered  Onits.jn  operation  to  original  units  sold  from  1966-1995.  •  -5320.  IntelliChoice,'  Inc..  Ca" 
1996  Mercedes-Bei*  oi  North  Ameoca  Jac»  ^ilw«SflW*rT*^2iM»»Bl^!ci-*i't«  Croup. 


perfectly  balanced  car. 
hat's  why,  writing  about  the  S600, 
obile  Magazine  said,  "It  is 
ring  to  see  that  the  engineers  at 


Mercedes-Benz  still  know  how  to  build 
the  best  cars  in  the  world."™ 

If  that's  the  sort  of  car  you're  in  the 
market  for,  call  1-800-FOR-MERCEDES. 


/.intellichoice.com.  tUrban  Science,  Inc.,  1995.  Based  on  analysis  of  resale  data  for  cars  in  continuous  production  throughout  the  period  1984-1993.  ft  Automobile  Magazine.  December,  1994. 


Class  warfare 


BY  STEVE  H.  HANKE 


The  obits  for  Marxism  were  premature.  It 
still  flourishes  on  American  campuses  and 
inspires  political  parties  of  the  left.  It  also 
exercises  a  surprising  grip  on  the  thinking  of  a 
lot  of  ordinary  non-Marxian  Americans. 

According  to  Marx,  an  ever  diminishing 
number  of  capitalists  would  acquire  an  ever 
increasing  share  of  a  nation's  wealth,  while 
wage  earners,  toiling  under  the  "iron  law  of 
wages,"  would  become  progressively  impov- 


Steve  H.Hanke  is  a         erished.  Thus  capitalism  would  collapse  of  its 
professor  of  Applied        own  weight. 

Economics  at  Recent  trends  in  selected  data  have  given 

The  Johns  Hopkins        the  Marxists  grist  for  their  mills.  According  to 
University  in  Baltimore.     the  1994  Economic  Report  of  the  President: 
"Starting  some  time  in  the  late  1970s, 
income  inequalities  widened  alarmingly  in 
America."  According  to  the  report,  this  was 
because  real  "wages  at  the  bottom  of  the  dis- 
tribution fell,  while  wages  at  the  top  rose." 
These  "facts"  have  been  repeated  so  frequent- 
ly in  the  media  that  most  Americans  accept 
them  uncritically. 

Maybe  Marx  was  right,  after  all? 

But  in  my  Apr.  22  column  I  showed  that, 
far  from  being  submerged  by  the  iron  law  of 
wages,  the  average  worker's  standard  of  living 
has  improved.  In  the  1973-93  period,  real  per 
capita  disposable  income  (income  from  all 
sources  minus  taxes)  increased  by  1.4%  annu- 
ally, and  real  per  capita  personal  consumption 
expenditures  increased  by  1.7%  annually. 

It  is  true  that  the  proportionate  slice  of  the 
nation's  income  claimed  by  the  top  20%  of 
households  was  larger  in  1993  than  in  1973, 
leaving  a  smaller  proportionate  slice  for  the 
bottom  80%  of  households.  But  these  com- 
parative static  pictures  are  incomplete,  if  not 
misleading,  particularly  in  countries  where  the 
average  incomes  of  all  classes  are  growing  and 
where  workers  can  rapidly  move  to  higher 
rungs  of  the  income  ladder.  If  you  and  I  both 
receive  a  pay  increase  but  mine  is  larger  than 
yours,  this  does  not  make  you  poorer. 

Using  data  from  a  study  by  Michael  Cox 
and  Richard  Aim  of  the  Federal  Reserve 
Bank  of  Dallas,  I  showed  that,  during  the 
1975-91  period,  America's  active  labor  force 
was  strongly  upwardly  mobile.  Indeed,  most 
of  those  in  the  lower  income  groups, 
regardless  of  their  age,  ended  up  in  a  higher 
income  group  than  the  one  in  which  they 
started.  The  most  glaring  exception  was  for 
those  individuals  who  were  in  the  upper 


20%  of  the  distribution  in  1975.  Only  62.5% 
of  those  remained  at  the  top,  while  the 
remaining  37.5%  fell  to  lower  rankings. 
(Note  that  the  chart  on  page  146  of  the 
Apr.  22  column  incorrectly  indicated  that 
62.5%  of  those  in  the  top  20%  moved  up.) 

But  such  is  the  perverse  grip  of  Marxist 
thinking  that  this  good  news  was  too  much 
for  some  to  swallow.  My  column  generated  a 
good  deal  of  mail  from  unhappy  readers.  It 
also  stirred  up  poverty  researchers,  whose 
livelihood  depends  on  generating  social 
problems  rather  than  solving  them.  Indeed, 
Peter  Gottschalk  of  Boston  College  even  cir- 
culated a  venomous  and  half-baked  critique 
of  the  Cox-Aim  study  to  "potentially  inter- 
ested readers." 

Yes,  there  is  widening  disparity  of  incomes 
in  the  U.S.  But  the  explanation,  which  hasn't 
been  touched  by  the  media,  is  buried  in  Tax 
Policy  and  the  Economy,  a  scholarly  book 
jointly  published  by  the  National  Bureau  of 
Economic  Research  and  the  MIT  Press  in 
1993  ($15).  Daniel  Feenberg  (nber)  and 
James  Poterba  (MIT)  solve  the  income  distri- 
bution mystery  by  analyzing  the  behavior  of 
the  superrich,  the  0.5%  of  the  taxpayers  with 
the  highest  adjusted  gross  incomes. 

Like  the  rest  of  us,  the  rich  respond  to  tax 
incentives.  The  top  rate  on  unearned  income 
was  lowered  by  the  1981  tax  law,  and  on 
both  earned  and  unearned  income  (other 
than  capital  gains)  by  the  1986  law.  As  a 

Recent  trends  in  selected  data 
have  given  the  Marxists 
grist  for  their  mills. 

result,  the  rich  worked  harder  and  sheltered 
less  of  their  income.  This  led  to  a  dramatic 
increase  in  reported  income  and  taxes  paid 
by  the  superrich  in  the  1980s,  many  of 
whom  were  newcomers  to  that  category  in 
that  decade. 

And  the  rich  getting  richer  didn't  make  the 
rest  of  us  poorer.  Both  the  rich  and  the  poor 
became  richer,  on  average,  just  not  at  the 
same  rate.  But  the  perverse  grip  of  Marxism 
still  has  many  people  thinking  that  one  class 
can  gain  only  if  some  other  group  loses. 

Capitalism  isn't  about  class  warfare.  It  is 
about  giving  all  individuals  a  chance  to  pull 
themselves  up  by  their  own  bootstraps.  Just 
what  Americans  do  so  well.  ■■ 
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Unless  you're  a  tailor, 
you  have  no  idea  what  goes 
into  our  Blazer. 


Softly-shaped  cotton 
shoulder  pads 

Not  synthetic  foam  pads; 
>t  bulky,  or  squared  off  like 
a  linebacker,  either. 


Hand-drawn 
)ridle  in  lapel 

length  of  tape  that 
uts  graceful  roll 
apel;  some  makers 

just  steam 
heirs  into  shape. 


Canvas  and 
(  ton  chest  piece 

ies"body"to  chest, 
ome  makers  use 
tiff,  non-woven 
terial,  glue  it  in 
Ours  is  sewn 
I  place -lighter, 
more  flexible. 


Zig-zag  stitch 
at  bottom 

Helps  shape  bottom 
Ige;  many  coat  makers 
ely  on  pressing  alone. 


Body  and  sleeves 
fully  lined 

100%  rayon  body  lining. 

Smoother  than 
linings  some  makers  use, 
feels  better  on  you. 


Sleeve  V/2  wider 
than  armhole 

Our  tailor 
neatly  "gathers" end 
of  sleeve  to  sculpt 
shoulder;  extra 
fabric  allows  free 
arm  movement. 


Two  inside 
chest  pockets 

One  with  a  buttoned 
secu  rity  flap.  Also, 
a  small  "miscellany" 

pocket  for 
keys  or  whatever. 


100%  worsted  wool 

A  traditional, 
plain  weave 
fabric,  comfortable 
year-round. 


When  most  men  look  at  a  Lands'  End®  Blazer,  all 
they  see  is  the  obvious.  It's  classically  styled  -  from  the 
natural  cut  of  the  shoulders,  to  the  rear  center  vent 

But  if  s  what  you  can 't  see  that  really  sets  our  Blazer 
apart  Something  like  185  tailoring  steps  go  into  it  -  all 
calculated  to  make  it  feel  roomy,  drape  elegantly  and 
wear  uncommonly  well. 

A  jacket  like  this  could  easily  set  you  back  $185  to 
$250-  maybe  more.  But  at  Lands'  End,  it's  only  $155. 

And  thaf  s  a  great  price  -  as  any  tailor  will  tell  you. 


$0- 


Name — 
Address  - 
City  


For  our  free  catalog,  call  anytime 

1-800-356-4444 

Please  mention  ad  |HWj 
 Apt  


State. 


Zip. 


Phone  i  >  

Mail  to:  1  Lands'  End  Lane,  Dodgeville,  WI  53595 
E-Mail:  catalogs-hw@landsend.com 


Day/NightfWrr/e  one) 
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Aircraft  are  no  longer  gee-whiz  products— just  machines  for  moving 
people  and  goods  cheaply  over  long  distances.  As  it  struggles  to  adapt, 
Boeing  has  a  new  boss  with  a  new  mission. 

Destroying 
the  old 
hierarchies 


By  Seth  Lubove 

At  a  recent  charity  event,  Boeing 
Co.'s  new  chief  executive  officer, 
Philip  Condit,  donned  a  cowboy  hat 
and  belted  out  a  rendition  of  the 
country  and  western  classic  "Could  I 
Have  This  Dance?11  A  karaoke  ma- 
chine provided  the  accompaniment. 

No  one  could  imagine  Condit's 
predecessor,  Frank  Shrontz,  64,  a 
lawyer  by  training  and  a  former  Penta- 
gon deputy,  singing  in  the  shower — 
much  less  in  front  of  strangers.  The 
change  in  personalities  at  the  top  of 
the  world's  largest  aircraft  manufac- 
turer is  rich  in  symbolism. 

The  seventh  man  to  run  Boeing 
since  its  founding  by  timberman  Wil- 
liam Boeing  in  1916,  54-year-old 
Condit  is  a  Boeing  lifer  who  faces  the 
tough  task  of  redefining  Boeing's  of- 
ten confrontational  relationship  with 
its  108,000-employee  work  force, 
tightly  unionized  by  the  militant  In- 
ternational Association  of  Machinists 
&  Aerospace  Workers.  Nobody  states 
the  problem  better  than  Ronald 
Woodard,  the  blunt-spoken  president 
of  Boeing's  Commercial  Airplane 
Group:  "We  have  to  understand  that 
we  are  a  manufacturing  enterprise. 
We  aren't  an  engineering,  technology 
development  enterprise.11  There's  a 
world  of  meaning  in  that  seemingly 
bland  statement. 

Booming  on  the  surface,  Boeing  is 
in  fact  a  company  in  transition.  Much 


as  they  are  technological  marvels,  to- 
day's passenger  jets  are  basically  com- 
modities to  Boeing's  customers,  the 
world's  airlines.  Their  job  is  to  move 
people  and  goods  from  point  A  to 
point  B  at  minimum  cost  consistent 
with  safety.  Boeing  makes  great  air- 
planes, but  so  do  Airbus  and  McDon- 
nell Douglas.  Who  gets  the  sale  de- 
pends to  a  large  degree  on  price,  terms 
and  availability. 

That's  what  Boeing's  Woodard 
means  when  he  talks  about  making 
people  understand  that  Boeing  is  a 
manufacturing  company,  not  a  high- 
technology  company. 

Boeing  jets  represented  two-thirds 
of  the  dollar  value  of  all  commercial 
airplanes  ordered  in  1995.  Boeing's 
defense  division,  already  the  prime 
contractor  on  NASA's  space  station,  is 
competing  on  the  Joint  Strike  Fighter 
jet  project,  a  potential  $160  billion 
contract.  Wall  Street  expects  per- 
share  earnings  to  rise  by  20%  this  year 
(before  charges  in  1995),  to  $2.75, 
on  sales  of  $22  billion.  The  Street 
expects  earnings  to  go  on  rising 
through  the  decade. 

But  that  w  ill  happen  in  what  is  now 
a  commodity  business  only  if  Boeing 
can  do  what  companies  like  General 
Electric  do  so  successfully:  take  costs 
out  of  the  product  and  continue  to 
take  them  out. 

Condit  made  his  mark  when  he 


New  Boeing  Chief 
Executive  Philip 
Condit  (second 
from  left)  and 
workers  at  Renton, 
Wash,  plant 
Can  the  new  man 
get  his  militant 
work  force  to 
work  together? 
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Retiring  Chief  Executive  Frank  Shrontz 

He  started  the  changes,  now  Condit  has  to  finish  the  job. 


oversaw  development  of  Boeing's  lat- 
est-generation airplane,  the  777 — 
known  internally  as  the  "triple  sev- 
en." Smaller  than  Boeing's  hump- 
backed 747,  the  777  is  more  distinc- 
tive for  what  you  don't  see  than  for  its 
profile.  It's  a  pilot-friendly  and  air- 
line-friendly product.  For  the  first 
time,  the  pilot's  commands  to  the 
rudder  and  flaps  are  communicated 
electronically,  rather  than  by  cables 
and  levers.  Airlines  can  internally  re- 
configure such  areas  as  galleys  and 
lavatories  within  as  few  as  72  hours, 
compared  with  two  to  three  weeks  on 
older  aircraft  (see  related  story,  p.  122). 
No  marketing  detail  was  too  small; 
even  the  toilet  seats  gently  sink  onto 
the  toilet  bowls,  instead  of  loudlv 
smacking.  First  put  into  service  by 
United  Airlines  last  June,  the  777  is 
Boeing's  first  plane  designed  entirely 
on  computers  (see  box,  p.  66). 

But  for  Boeing,  Condit's  biggest 
change  was  in  the  organization  of  the 
program.  Adopting  the  theme  of 


"Working  Together,"  Condit  broke 
down  the  old-fiishioned  procedural 
walls  within  the  company.  In  the  past 
design  engineers  worked  indepen- 
dently of  the  production  and  opera- 
tions people  who  actually  built  the 

4<We  aren't  an  engineering, 
technology  development 
enterprise,"  says  the  head 
of  Boeing's  Commercial 
Airplane  Group. 


plane.  Here  it  is,  the  designers  would 
say;  now  go  build  it. 

Condit  instead  organized  hun- 
dreds of  integrated  "design-build" 
teams,  composed  of  members  of  all 
these  groups.  Each  consults  the  other, 
so  that  production  people  aren't  stuck 
with  overly  costly,  hard-to-build  de- 
sign specifications,  for  example.  This 
sort  of  reform,  common  now  in  man- 


ufacturing, came  late  to  Boeing. 
"None  of  us  is  as  smart  as  all  of  us," 
Condit  says,  explaining  his  new  inte- 
grated design  strategy.  He  wants  to 
reorganize  the  whole  company  along 
these  lines.  Explains  Ron  Woodard: 
"We're  trying  to  destroy  all  the  old 
functional  hierarchies." 

This  is  where  the  job  gets  tough. 
Any  significant  changes  involving  the 
work  force  still  have  to  get  past  the 
Machinists  local,  Boeing's  largest 
union,  with  about  33,000  members. 
(Boeing's  engineers  are  represented 
by  another,  less  combative  union,  the 
Seattle  Professional  Engineering  Em- 
ployees Association.) 

Say  what  you  may  about  the  shrink- 
ing clout  of  private-sector  unions  in 
this  country,  the  fact  is  that  the  Ma- 
chinists can  still  bring  Boeing  to  its 
knees,  as  they  proved  during  last  fall's 
69-day  strike.  "The  thing  that's  dif- 
ferent is  ten  years  ago  we  could  have 
had  a  strike  and  delivered  airplanes 
late  to  customers,  and  they  didn't 
care,"  says  Woodard.  But  today  a 
strike  means  lost  sales. 

Frank  Shrontz  hammered  at  reduc- 
ing cycle  times  and  cutting  costs,  to 
the  point  where  Boeing  now  delivers 
an  airplane  within  10  months  of  the 
order,  compared  with  18  months  pre- 
viously. He  pushed  toward  greater 
standardization  of  parts  and  shrank 
the  work  force  from  161,700  in  1990 
to  108,000. 

But  Condit  knows  that  making  fur- 
ther gains  in  reducing  costs  and  im- 
proving deliver)'  time  depends  on 
making  improvement  in  that  amor- 
phous area  known  as  human  relations. 
In  naming  Condit  as  his  successor, 
Shrontz  cited  Condit's  interpersonal 
skills — not  necessarily  his  engineering 
abilities — as  the  characteristic  he  con- 
sidered most  important  for  the  next 
leader  of  the  company.  "We  can  make 
pronouncements  up  here  all  day' 
long,"  says  Shrontz,  sitting  in  his 
orderly  office  overlooking  historic 
Boeing  Field.  "Phil  is  motivational. 
We  heed  to  motivate  the  people  to 
understand  the  importance  of  the  | 
change  and  to  help  make  it  happen." 

Unlike  Shrontz,  who  was  rarely 
seen  on  the  shop  floor,  Condit  fre- 
quently pops  into  plants  unan- 
nounced, usually  tieless  and  dressed 
casually.  Recently  he  walked  unes- 1 
corted  onto  a  777  undergoing  final 
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GABELLI  GROWTH  FUND 


The  Gabelli  Growth  Fund  is  a  no-load,  diversified 
fund  that  pursues  capital  appreciation  by 
investing  in  stocks  that  have  favorable,  yet 
undervalued,  prospects  for  earnings  growth." 

"We  employ  'bottom-up'  research,  concentrating 
on  company-specific  criteria  such  as  earnings 
trends  and  market  capitalization  ratios  as  a 
basis  for  stock  selection." 

"The  Fund  invests  predominantly 
in  companies  believed  to 
have  above-average  or 
expanding  market  shares 
and  profit  margins." 

Howard  F.Ward,  CFA 

Portfolio  Manager 


Average  Annual  Returns  as  of  3/31/96 

1  Year 

+34.2% 

5  Year 

+13.9% 

Life  of  Fund* 

+16.4% 

For  a  prospectus  call: 

1-800-GABELLI 

(1-800-422-3554)  •  FAX:  (914)  921-5118 

http://www. gabelli.  com  info@gabelli.  com 


The  returns  shown  above  are  historical  and  reflect  changes  in  share 
price,  reinvested  dividends  and  capital  gains  and  are  net  of  expenses. 
Investment  returns  and  the  principal  value  of  an  investment  will  fluc- 
tuate. Past  performance  does  not  guarantee  future  results.  When 
shares  are  redeemed,  they  may  be  worth  more  or  less  than  their  orig- 
inal cost.  The  prospectus  contains  more  complete  information,  includ- 
ing fees  and  expenses.  Please  read  it  carefully  before  you  invest  or 
send  money. 

*From  inception  on  April  10,  1987 

Complete  and  mail  this  page  to: 

Gabelli  &  Company,  Inc.,  One  Corporate  Center, 

Rye,  New  York  10580  or  Fax:  1  (914)  921-5118 


Gabelli  Growth  Fund 

One  Corporate  Center  •  Rye,  New  York  10580 
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assembly  in  Boeing's  Everett,  Wash., 
plant  and  asked  the  supervisor  to  leave 
the  plane  so  the  workers  could  speak 
without  feeling  intimidated. 

During  the  strike  last  fall,  when 
most  Boeing  executives  kept  a  low 
profile,  Condit  walked  over  to  a  group 
of  picketers  outside  his  Seattle  office 
and  chatted  amiably  about  the  pro- 
posed contract  for  40  minutes.  He 
even  signed  striking  union  member 
Tony  Russell's  picket  sign.  Addressing 
the  message  to  Russell's  wife,  another 
Boeing  employee,  Condit  wrote:  "We 
all  need  to  work  together." 

Back  at  work  now,  Russell,  a  tool 
builder,  is  already  seeing  some  differ- 
ences in  his  job.  Under  the  old,  mili- 
tary style  of  management,  if  Russell 
detected  something  wrong  in  his  en- 
gineering plans,  he'd  have  to  go 
through  his  supervisor  and  the  prob- 
lem would  move  through  the  chain  of 
command  until  it  eventually  reached 
the  engineer. 

Now  Russell  speaks  with  the  engi- 
neer directly.  When  he  was  building 
the  scaffolding  for  the  777  line,  for 
instance,  Russell  noticed  that  the 
metal  deck  he  received  was  bigger 
than  the  deck  on  the  blueprints.  Rus- 
sell called  the  engineer  and  quickly 
fixed  the  problem. 

Multiply  this  sort  of  shortcut 
throughout  a  company  as  large  as 
Boeing  and  you  can  see  how  much 
expensive  time  was  wasted  before. 
You  can  see,  too,  why  it  used  to  take 
the  company  18  months  to  deliver  a 
product  as  complex  as  a  giant  jet. 

When  Phil  Condit  chats  up  workers 
on  the  factor)'  floor,  he's  not  just 


Commercial  Airplane  Group  President  Ronald  Woodard  with  777 

"We  have  to  understand  that  we  are  a  manufacturing  enterprise." 


going  through  a  public  relations  exer- 
cise. He  is  obviously  sincere  when  he 
talks  about  making  the  workers  part- 
ners rather  than  just  a  factor  of  pro- 
duction. Traditionally,  when  Boeing 
needed  additional  hands,  it  would  run 
a  classified  ad  in  the  newspaper  for, 
say,  qualified  assembly  mechanics.  It 


would  get  maybe  2,500  applicants 
and  hire  perhaps  1,500.  Just  so  many 
bodies  in  the  machine. 

In  keeping  with  the  new  attitude, 
Boeing  is  putting  more  time  and  ef- 
fort into  the  hiring  process.  In  April, 
announcing  that  it  would  hire  8,200 
new  hands,  Boeing  also  said  it  would 


Close 
pricing 

BOEING'S  latest-genera- 
tion airplane,  the  777,  was 
Philip  Condit's  path  to 
the  top  job  at  Boeing.  By  all 
accounts,  it  is  a  splendid 
plane.  The  two-engine 
craft,  capable  of  flying  up 
to  8,320  miles  nonstop, 
burns  up  to  15%  less  fuel 
than  Airbus'  A330  and 
A340  and  McDonnell 
Douglas'  MD- 1 1 .  It  can 


carry  as  many  as  400  pas- 
sengers, compared  with 
344  in  the  similar-size 
A330.  It  delivers  just  what 
the  airlines  want:  cheaper 
seat-miles.  Boeing  has 
booked  268  Arm  orders 
so  far,  making  it  one  of 
Boeing's  fastest-selling 
planes  ever. 

So  why  is  Boeing  wor- 
ried about  profitability  (see 
story)}  Because  it  spent 
$4.6  billion  developing  the 
plane,  Boeing's  highest 
ever  upfront  outlay. 


Boeing's  list  price  for  the 
777  is  $120  million  to 
$150  million,  depending 
on  configuration,  spare 
parts  and  other  options, 
but  it's  likely  Boeing  is 
shaving  those  prices  giv- 
en the  price-cutting  frenzy 
in  the  industry.  Assuming 
a  current  estimated  operat- 
ing profit  margin  of  6% 
before  research  and  devel- 
opment and  deprecia- 
tion, it  will  have  to  sell 
400  to  show  any  mean- 
ingful profit  on  the  777. 


By  contrast,  the  747 — 
its  development  costs  long 
written  off — yields  an 
operating  profit  of  about 
$32  million  per  plane, 
according  to  Lehman 
Brothers'  Joseph 
Campbell  Jr. 

That's  why  it's  so  im- 
portant that  Boeing  bring 
down  its  costs.  Phil  Con- 
dit led  a  brilliant  effort  in 
bringing  the  plane  to 
market.  Now  he  has  to 
show  he  can  manufacture 
it  efficiently.        -S.L.  MS 
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You  know  how  to  get  a  bite  without  a  big  bill  in  Rome. 


You  know  where  to  get  the  best  rate  on  Belgian,  French  and  Swiss  francs. 


You  know  tipping  isn't  required  anywhere  in  Japan. 

And  now  you  know  with  MCI  World  Savings,""  select  as  many  numbers  as  you  like 


One  Low  Rate 
24  Hours  a  Day 


and  you'll  always  get  one  low  rate,  24  hours  a  day,  to  each  country. 


For  direct  dial  calls.  $3  mo  fee.  Exc.  promos. 


Unfortunately, 


"ffimp  uters 

may 

COMPATIBL 


If  your  new,  user-Friendly  computers  aren't  as  productive  as  you'd  hoped,  please  don't  I 


the  computers.  Or  the  users.  The  real  problem  may  be  the  interface  between  the  two 


People,  aFter  all,  weren't  designed  to  sit  at  com| 


For  hours.  When  discomFort  and  Fatigue  set  in,  our  efficiency  suFFers.  Not  to  mentic 


Wl 


The  solution?  Highly  adjustable  Furniture  that  adapts  our  new 


tools  to  our  highly  unadjustable  anatomies. 


At  Haworth,  these  solutions  include  Tar 


distinctive  desking  system  with  two  ways  to  adjust  desk  height:  by  a  cone 


it! 


mechanism  or  a  simple,  desktop  hand  crank.  Our  dual-si 


desks  have  adjus 


See  our  Tango™  desking  system 
online  at  www.haworth-furn.com 


ard  surfaces  to  accommodate  a  variety  of  people  and  tasks.  And  sloped  desk  edges 


te  wrist  and 


twist  to 


Forearm  pressure  points. 


In  seating,  we've  added  a 


our  ergonomic  Accolade®  line:  large,  rotating  Ripper 


sts  that  help  support  keyboarding  motion  and  mouse  operation. 


i  th  supports  businesses  with  practical  information  about  the  changing 


Just  as  important, 


Jilace.  For  our  Free  booklet,  "Ergonomic  Standards  and  Regulations," 


at  1-800-344-2600.  Chances  are,  you'll  feel  better  right  away. 


H/WVDRTH  Fu  rniture  For  what's  next! 


put  applicants  through  extensive  apti- 
tude tests  (see  box,  p.  72). 

A  cynic  might  say  that  Boeing 
wants  to  weed  out  potential  malcon- 
tents, but  that  misses  the  point: 
Boeing  is  also  recognizing  that  an 
efficient  work  force  is  one  that  genu- 
inely believes  in  what  it  is  doing  and 
gets  along  well  as  a  team.  Thus  such 
questions  as,  How  does  a  worker  re- 


Boeing  now  sends  annual  reports  to 
all  its  employees,  not  just  sharehold- 
ers. The  company  also  put  75,000 
employees  through  a  program  that 
discussed  the  realities  of  a  tough  mar- 
ket. The  message:  We  no  longer  have 
it  made  just  because  we're  Boeing;  the 
customers  tell  us  our  planes  cost  too 
much  and  take  too  long  to  deliver. 
"It  has  been  a  cultural  change,  a 


Defense  head  C.  Gerald  King  with  Joint  Strike  Fighter  mockup 
"It  has  been  a  cultural  change,  a  fundamental  change." 


spond  in  a  confrontation  with  a  super- 
visor? None  of  this  is  new 
in  manufacturing  circles  (Forbes, 
Oct.  9,  7995),  but  it's  a  big  change  for 
Boeing. 

Selection  of  supervisors  and  man- 
agers, too,  will  change.  Rather  than 
promoting  a  person  who  is  good  at, 
say,  riveting,  and  making  him  a  super- 
visor of  rivets,  the  company  w  ill  look 
for  managers  who  can  motivate — not 
only  intimidate — the  work  force.  To 
underscore  the  emphasis  on  commu- 
nications,   at    least  symbolically, 


fundamental  change  in  the  way  we 
think,  act  and  do,"  says  C.  Gerald 
King,  president  of  Boeing's  Defense 
&  Space  Group. 

The  Machinists  union  is  respond- 
ing— cautiously.  It  says  it  is  willing  to 
relax  job  specifications  to  allow  cross- 
training  of  workers.  But  William 
Johnson,  president  of  the  local  that 
represents  the  Boeing  workers,  is 
hard-nosed  about  subcontracting — 
or  what  the  union  calls  "off-load- 
ing"— work  now  done  in-house. 
Boeing  makes  52%  of  its  planes'  parts 


in-house  and  wants  to  shrink  that 
down  to  48%.  Management  thinks  it 
can  save  an  estimated  $600  million 
annually  by  such  outsourcing.  More 
important:  Outsourcing  is  a  way  to 
win  favor  from  foreign  airlines  by 
agreeing  to  let  factories  on  their  home 
turf  do  some  of  the  work. 

In  settling  the  latest  strike,  union 
and  management  compromised  on 
outsourcing.  Boeing  agreed  to  give 
the  union  warning  on  any  major 
subcontracting  deals  and  to  retrain 
surplus  workers  for  other  jobs  in  the 
company.  "In  the  old  days  we  would 
have  fired  them,"  says  Larry 
McKean,  senior  vice  president  of  hu- 
man resources. 

But  what  is  perhaps  the  biggest 
current  irritant  in  management/labor 
relations  at  Boeing  remains  the  con- 
stant pressure  on  the  work  force  to 

The  fact  is  the  machinists 
can  still  bring  Boeing 
to  its  knees,  as  the 
union  proved  last  fall. 


meet  constantly  shrinking  delivery 
schedules.  Frontline  managers — and 
the  workers  below  them — are  evalu- 
ated on  how  fast  they  can  get  the 
planes  out  the  door.  If  the  work  falls 
behind,  the  teams  must  go  on  over- 
time. "They're  trying  to  get  into 
cross-training,  but  we  don't  really 
have  time,"  says  a  frantic  Robert  Bou- 
dreau,  a  lead  mechanic  on  the  777 
wing  line,  as  he  motions  to  a  schedule 
that  indicates  his  team  is  days  behind 
on  their  work. 

Many  workers  are  cynical  about  the 
new  togetherness  the  company  tries 
to  foster — "buzzers"  is  their  slang  for 
the  buzzword  phrases  like  "Total 
Quality  Management"  and  "World 
Class  Competitiveness." 

Daniel  Mahoney,  general  counsel 
of  the  engineers  union,  sums  up  the 
dilemma  neatly:  "You  just  can't  have 
peer  democracy  in  the  workplace.  We 
have  these  extraordinary  leaders  in 
management  who  are  willing  to  treat 
the  rank  and  file  with  great  respect 
and  listen  to  their  ideas.  But  at  the 
same  time  they  have  a  responsibility  to 
get  the  best  product  out  on  time." 

But  Mahoney  doesn't  deny  that 
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The  SC  400. 

Eagle  putt,  18th  hole,  Pebble  Beach 
still  doesn't  compare  to  the  sheer,  unbridled 
thrill  of  picking  up  your  dry  cleaning. 


With  the  260-hp  Lexus  SC  400  you  ran  cover  a  440-yard  par-four  (precisely  a  quarter  mile)  in  about  15.3 


econds*  Just  watch  out  for  water  hazards.  For  the  name  of  the  dealer  nearest  you,  please  call  800-USA-LEXUS.      ^  '  The  Relentless  Pursuit  Of  Perfection, 


No  experience 
necessary 


Want  to  work  at 
Boeing?  Be  prepared  to  sit 
through  at  least  four 
hours  of  tests.  The  compa- 
ny wants  workers  who 
will  fit  into  cross-functional 
teams  and  show  initiative. 

Experience?  It  counts 
less  than  aptitude.  As  a  re- 
cent Boeing  want  ad  stat- 
ed, even  if  you've  never 
touched  an  airplane,  you 
may  have  what  Boeing  is 
looking  for.  When  testing 
prospective  assembly  me- 
chanics in  February,  the 
first  tests  asked  75  ques- 
tions involving  skills  such 
as  mathematics,  spatial  un- 
derstanding and  mechan- 
ical abilities.  The  point  is  to 
get  workers  who  can 
move  easily  among  jobs. 

Applicants  were  then 
shown  a  dozen  videos  of 
possible  workplace  situa- 
tions. One  portrayed  a  con- 
frontation between  a 


worker  and  a  supervisor. 
The  supervisor  asks  the 
worker  to  cut  corners  to 
meet  a  schedule.  The 
worker  objects.  The  boss 
tells  the  worker  to  leave  if 
he  doesn't  like  it.  What 
would  you  do:  a)  Quit?  b) 
Do  the  job,  but  report  the 
incident  to  a  higher  su- 
pervisor? c)  Do  the  work, 
but  talk  to  the  supervisor 
later?  d)  Complain  behind 
the  boss'  back? 

"Quit"  is  the  wrong 
answer.  So  is  "complain." 
These  suggest  you  are  not 
a  team  player.  The  right  an- 
swers are:  Do  the  job  but 
talk  it  over  later  either  with 
the  supervisor  or  a  higher 
authority. 

Of  the  applicants,  73% 
passed.  Broken  down  by 
sexes,  65%  of  the  women 
passed.  Broken  down  by 
race,  57%  of  "minorities" 


passed. 


-S.L. 


Phil  Condit  is  doing  his  best  to  recon- 
cile those  seemingly  irreconcilable 
objectives.  Condit  plans  incentive  pay 
and  rewards  for  achieving  individual 
performance  goals.  To  make  his 
point,  he  banishes  Boeing's  model 
airplanes  to  a  display  case  outside  of 
his  office  and  in  their  place  displays  his 
mother's  black-and-white  photos  of 
children  from  around  the  world.  He 
says  he  wants  employees  to  think, 
"Gosh,  the  company  is  really  interest- 
ed in  my  welfare."  And  there  can  be 
no  doubt:  Condit  really  means  it. 

He  rightly  says  that  many  new  ideas 
are  just  old  ideas  that  people  forgot. 
Visit  the  restored  converted  barn 
where  William  Boeing  first  began 
building  planes,  he  says.  Designers 
were  on  the  top  floor,  production  was 
downstairs.  If  production  people  had 
a  problem  with  a  blueprint,  they  just 
walked  upstairs  for  an  answer.  Can 
Boeing  get  back  to  that  as  an  employ- 
er of  over  100,000  people  spread  over 
76  million  square  feet  of  factory  floor? 
No,  but  Condit  is  determined  to 
show  that  at  the  new  Boeing,  while 
aircraft  are  now  a  commodity,  people 
no  longer  are.  ■■ 
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EDITED  BY  NINA  MUNK 


If  you  think  America  has  lost  its  manufacturing  edge, 
drop  in  on  Bridgeport  Machines. 

The  smell 


of  grease 


By  Stephen  S.  Johnson 

On  the  noisy  factory  floor  in  decay- 
ing Bridgeport,  Conn.,  rows  of  griz- 
zled men  in  caps  and  faded  blue 
aprons  assemble  hulking  metal  parts. 
Cigarettes  dangle  from  the  corners  of  mous  milling  machine, 
their    mouths.    Eastern    European        On  the  shop  floor,  Dan  Griffith, 


tongues  fill  the  air.  The  scene  seems 
little  changed  from  what  it  must  have 
been  like  in  1939,  when  Bridgeport 
Machines,  Inc.  began  making  its  fa- 


Bridgeport's  chief  executive,  stops  to 
ask  a  worker  about  his  family.  An  act 
to  impress  a  visiting  reporter?  Not  at 
all.  Griffith  virtually  grew  up  on  a 
factory  floor.  At  the  small  tool-and- 
die  shop  his  father  owned  in  Dexter, 
Mich.,  young  Dan  would  come  back 
from  school  to  sweep  up  the  metal 
shavings  left  behind  by  the  shop's  one 
Bridgeport  milling  machine.  Now  he 
produces  those  same  machines.  A 
stocky,  inelegant  cast  iron  tower  with 
an  overhanging  arm  used  to  attach 
drilling  tools,  Bridgeport's  basic  man- 
ual milling  machine  is  still  an  industry 
standard.  It's  used  to  cut  the  metal 
found  in  everything  from  golf  clubs  to 
airplanes. 

Don't  be  deceived.  This  isn't  a 
business  operating  in  a  time  warp. 
Bridgeport  is  a  leader  in  something 
called  computer  numerically  con- 


Chairman 
Joe  Clancy  and 
Chief  Executive 
Dan  Griffith 
make  their 
entrance 
When  no  one 
else  wanted 
a  machine-tool 
business,  this 
pair  smelled 
opportunity. 
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in  23  major  awards  in 199 5? 


S  GUIDELINES 

-  Best  Buy/  Gold'Meda] 

-  Best  Buy  /  Gold  Medal 

-  Best  Buy  /  Gold  Medal 

-  Best  Buy  /  Silver  Medal 

-  Best  Buy /Silver  Medal 

-  Best  Buy  /  Bronze  Medal 


-  Best  Buy /  Bronze  Medal 


-  Best  Buy  /  Bronze  Medal 


BUYERS  LAB 

EP  2152 -Pick  of  the  Year 
EP  2050  -  Pick  of  the  Year . 
EP  3050  -  Pick  of  the. Year 
EP  1080  -  Honorable  Mention 


BUSINESS 
CONSUMER  GUIDE 

EP  2050  -  Recommended' 
EP  2130  -  Recommended* 
EP  2152  -  Recommended* 
EP  4050  -  Recommended* 

For  a  free  copy  ol  the  full  report 
call  1-800-843-8100 


WHAT  TO  BUY 
FOR  BUSINESS 

EP  1080  -  Editor's  Choice 
EP  2130  -  Editors  Choice 
EP  2152  -  Editor's  Choice 
EP  3050  -  Editor's  Choice 
EP  4050  -  Editor's  Choice 
EP  6000  -  Editor's  Choice 
EP  9760  -  Editor's  Choice 

S>1996  MINOLTA  CORPORATION 


MINOLTA 


Because  not  all  copiers  are  Minolta! 


UP  &  COMERS 


A  worker  and  the  famous  Bridgeport  milling  machine 
There's  no  talk  of  joining  unions  on  this  shop  floor. 


trolled  technology — CNC.  It  lets  an 
operator  program  a  Variety  of  ma- 
chine tools  to  perform  repetitive  tasks 
w  ithout  further  human  intervention. 
Using  a  PC- based  CNC  milling  ma- 
chine, an  operator  can  complete  a 
typical  job,  like  crafting  an  aircraft 
gear,  in  26  minutes,  versus  the  56 
minutes  it  takes  on  the  manual  ver- 
sion. To  shave  yet  another  9  minutes 
off  the  job,  Bridgeport  makes  all-in- 
one  CNC  "machining  centers,"  which 
automatically  shape  parts,  changing 
drill  bits  along  the  way. 

Bridgeport's  original  manual  mill- 
ing machine  has  fallen  from  30%  of 
sales  in  1993  to  just  13%  for  the  year 
ended  in  March.  CNC-based  machines 
and  accessories  now  account  for  72% 
of  Bridgeport's  $209  million  in  sales, 
up  from  58%  in  1994. 

Bridgeport  dates  back  to  1929, 
when  two  Swedish  immigrants  de- 
signed on  the  back  of  a  paper  bag  the 
predecessor  to  Bridgeport's  manual 
milling  machine.  The  Bridgeport — as 
it  was  fondly  known — sold  well 
through  the  post-WWII  manufactur- 
ing boom.  But  in  1968  the  company 
became  an  early  victim  of  conglomer- 
ation when  it  was  bought  by  Royal 
Little's  pioneering  conglomerate, 
Textron  Inc.  After  almost  two  de- 
cades Textron  wanted  out,  but  there 
were  no  takers.  Who  wanted  a  ma- 
chine-tool business  in  the  age  of  com- 


puters? Bridgeport's  sales  were  stag- 
nant at  around  $150  million,  well 
below  the  1981  high. 

Joseph  Clancy  and  Dan  Griffith 
smelled  opportunity.  A  longtime 
Bridgeport  employee,  Clancy,  then 
president,  and  Griffith,  then  chief  fi- 
nancial officer,  convinced  a  small 
group  of  managers  and  institutions  to 
buy  65%  of  the  company  for  $77 
million.  In  1986  they  put  up  $8  mil- 
lion in  cash,  raising  the  balance  with 

The  workers  shunned 
the  Teamsters  and 
returned  to  work: 
"The  union  thought  it  had 
found  a  weak  company. 
They  were  wrong.' 


bank  debt,  preferred  stock  and  notes. 

They  almost  foundered.  A  few  days 
after  the  buyout,  the  Bridgeport  shop 
unionized.  A  year  later  220  workers 
went  on  strike,  demanding  better 
benefits.  Clancy,  Griffith  and  128 
nonunion  workers  took  to  the  factory 
floor  to  keep  production  running. 
Each  day  they  trolled  the  picket  line  to 
talk  with  the  workers.  Impressed,  the 
workers  shunned  the  Teamsters  and, 
after  20  weeks,  returned  to  work  as  a 
nonunion  shop. 


A  lesson  well  learned.  Clancy  and 
his  fellow  executives  to  this  day  re- 
main on  close  and  friendly  terms  with 
the  factor)'  workers.  "The  union 
thought  it  had  found  a  weak  compa- 
ny," says  Clancy,  66,  in  his  raspy 
voice.  "They  were  wrong." 

Clancy  and  Griffith  invested  heavily 
to  build  ever  more  automated  ma- 
chines, and  made  Bridgeport  one  of 
the  first  firms  to  attach  microcomput- 
ers to  its  milling  machines.  Sales 
picked  up  quickly,  but  just  as  the 
company  was  getting  back  on  its  feet, 
the  recession  of  the  early  1990s 
knocked  it  flat.  Clancy  and  Griffith 
had  to  make  some  tough  decisions. 
They  closed  two  foreign  plants,  laid 
off  415  workers  and  shut  down  a 
money-losing  metal-cutting  unit. 

They  survived,  and  this  fiscal  year, 
ended  in  April,  Bridgeport  earned 
$8.4  million  on  revenues  of  $209 
million.  Clancy  and  Griffith  are  bet- 
ting that  they  have  barely  tapped  the 
market.  Less  than  30%  of  U.S.  manu- 
facturers use  CNC-driven  machine 
tools,  as  opposed  to  70%  of  German 
and  Japanese  manufacturers.  The 
penetration  is  even  lower  among 
small  U.S.  machine  shops — Bridge- 
port's main  customers. 

They  are  again  expanding  overseas 
after  cutting  back  there  in  the  early 
1990s.  At  a  factor)'  in  Leicester,  En- 
gland, Bridgeport  makes  CNC  ma- 
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)nce  again,  ike 
risk  countryside 
stirs  pens  lo 
greatness. 


New  Marhled 
Green  Lacquer  writing 
instruments  draw  on 
the  rick,  deep  shades 
of  Eire. 


he  Irish 
landscape 
lias  moved 
poets  and 
playwrights 
for  centuries: 
the  soft  rolling 
hills  of  CI  are. 
Inishmore  s 
hrealhlahing 
cliffs.    The  crisscrossing  hedgerows 
of  the  midlands.    So  when  it  came 
lime  lo   introduce  a  distinctive 
green  finish  lo  our 
Cross  Townsend 
Collect  ion.  il  was 
altogether  fitting 
that  we  look 
to   Ireland  for 
inspiration.  Our 
new  Marhled 


Exquisite  design 
accents,  classic  dross 
styling 


Green  Lacquer  writing  instruments  are 
dislinguisked  by  tkeir  rick,  deep  color 
an  d  hr.ll  iant  gloss  finish.    They  draw 


Jewelers  allenli 
lo  detail 


on  a  Cross  design  first  seen  nearly 
seventy  years  ago.    Four  models  suit 
a  variety  of  writing 
preferences:  fountain 
pen,  hall-point  pen. 
rolling  hall  pen 
and  0.5mm  pencil. 
Each  offers  a  unique 
comhinalion  of  Art 

Deco  styling  and  advanced  writing 
technology.     Each  expresses  your 
individuality  as 
well  as  your  thoughts. 
r\  n  d   with  their 
lifetime  mechanical 
guarantee,  our 
Marhled    G  reen 


1 4-nnu  iit-il 


(  rov*  qua  I ily 


Lacquer  writing 
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i  u  men  Is  are  cer 


lain  lo  h« 


herished  for 
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lioni 


The  Townsend  Collection 

A  dramatic  wide-diameter 
interpretation  o  f  the  classic 
Cross  silhouette. 


rrom  $60  to  $350.  and  awaiting 
your  review  al  fine  gift  stores  and 
stationers 
nationwide. 

^OYEARS^- 


MOWN  ABOVE.  THE  (  ROSS  TOWNSEND  MARRI  ED  (.REEN  I  A(  01  ER  FOUNTAIN  PI  N  AND  BALL-POINT  PEN  W  ITH  •>  K  ARAT  (.011)  ELECTROPLATED  APPOINTMENTS 

FOR  A  LOCAL  RETAILER.  CALL  1-800-989-3959. 


UP  &  COMERS 


In  Korea,  nice  girls  don't  go  into  business.  Kim  Sung 
Joo,  daughter  of  a  leadingfamily,  broke  the  rule  and  won, 

Like  father, 
like  daughter 


chining  centers,  those  fancy  all-in-one 
machine  tools  that  are  the  fastest- 
growing  segment  of  the  industry.  In 
1995  Clancy  and  Griffith  paid  $10 
million  for  a  state-of-the-art,  but  near 
bankrupt,  machining  center  plant  in 
Kempten,  Germany.  Their  European 
production  has  since  doubled.  Then 
there's  a  joint  venture  in  China, 
where  Bridgeport  has  contributed 
$500,000  toward  two  machining- 
ce nter  plants. 

Foreign  markets  now  account  for 
42%  of  Bridgeport's  sales,  up  from 
33%  last  year.  Griffith  expects  this 
figure  to  reach  50%  by  1997. 

Yet  this  remains  a  tough  business. 
In  the  fourth  quarter  of  fiscal  1996, 
high  start-up  costs  in  Germany,  unex- 
pected expenses  tied  to  a  new  line  of 
grinders  and  softer  sales  for  manual 

These  days  investors 
are  more  interested 
in  the  Internet 
than  in  machine  tools. 
That  may  explain  why 
Bridgeport  trades  at  just 
eight  times  earnings. 

milling  machines  knocked  $1.7  mil- 
lion— 30  cents  a  share — off  projected 
full-year  earnings. 

Bridgeport  is  a  public  company 
now.  Clancy  and  Griffith  took  it  pub- 
lic in  November  1994,  selling  43%  of 
the  company  for  $25  million.  Of  that, 
Textron  and  two  selling  institutions 
took  $10  million  before  fees.  The 
remainder  went  to  pay  down  debt. 
The  stock  came  out  at  10;  it  was 
recently  at  14V4.  But  investors  these 
days  are  more  interested  in  the  Inter- 
net than  in  machine  tools,  and  so  the 
Nasdaq-traded  stock  sells  at  only 
eight  times  expected  1997  earnings. 

Yet  Clancy  and  Griffith  point  to  the 
low  penetration  _  cnc  has  so  far 
achieved  in  the  U.S.  and  to  increased 
demand  for  productivity  throughout 
the  world  as  reasons  for  being  opti- 
mistic about  Bridgeport's  future. 
Clancy,  now  semiretired,  is  letting 
Griffith  run  the  show.  But,  with  a 
grin,  he  confesses  he  just  can't  give  it 
up  entirely:  "Once  you've  got  the 
smell  of  grease  in  your  nose,  you  can 
never  leave  this  business."  ■■ 


By  Neil  Weinberg 

Kim  Sung  Joo  knows  a  thing  or  two 
about  crisis  management.  In  1991  she 
had  to  temporarily  shut  down  her 
three  largest  haute-couture  bou- 
tiques in  Seoul.  In  its  usual  imperious 
fashion,  the  Korean  government  en- 
couraged mobs  to  protest  in  front  of 
stores  carrying  luxury  imports.  Tele- 
vision crews  jumped  on  Kim  for  sell- 
ing $5,000  Italian  handbags.  The  tax 
department  subjected  her  to  a  month 
of  humiliating  audits. 


She  survived  that — after  the  foreign 
media  got  hold  of  the  story — but  last 
year  two  of  Kim's  fashion  outlets  were 
buried  when  Seoul's  plush  Sampoong 
Department  Store  collapsed  in  a  pile 
of  rubble.  "Three  of  my  employees 
died,  including  two  women  with 
young  children,"  says  the  39-year-old 
entrepreneur. 

Despite  these  setbacks,  Kim  has 
built  Sung  Joo  International  into  an 
88-store  chain  in  just  eight  years, 
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^Wiiat  better  way  to  keep  track  of  your  investments  than  with  a  Range  Rover  4.0  SE?   No  matter  where 
your  holdings  may  be,  its  electronic  traction  control,  all-terrain  ABS,  and  4.0-liter  V8  engine  will 
transport  you  there  with  unparalleled  capability-not  to  mention  comfort.  Tins  scarce  commodity 
boasts  such  pleasures  as  individually  heated  front  seats,  dual  electronic  climate  controls,  and  an 
"eleven-speaker  audio  system.   You'll  also  find  great  comfort  in  knowing  that  if  more  than  pork  bellies  takes 
turn  for  the  worse,  there  are  dual  airbags.   Why  not  call  1-800-FINE  4WD  for  the  dealer  RANGE  ROVER 

:arest  you?  Or  visit  our  Web  site  at  http://www.LandRover.com.  We  certainly  won't 
ny  that  $55,000*  is  a  lot  of  capital.  But  with  everything  it  has  to  offer,  the  Range  Rover 
)  SE  may  well  be  the  perfect  company  car.   Especially  if  you  own  the  company. 


Always  use  your  seatbelts.  SRS/airbags  alone  do  not  provide  sufficient  protection. 


up  a  COMERS 


featuring  such  imported  labels  as  Yves 
Saint  Laurent,  Gucci  and  Sonia  Ry- 
kiel.  Kim  expects  to  earn  $2.3  million 
this  year  on  sales  of  $37  million,  up 
60%  over  1995  revenues. 

In  Korea,  where  retailing  is  still 
years  behind  the  U.S.,  she  has  pio- 
neered Western  merchandising  meth- 
ods to  appeal  to  this  nation's  increas- 
ingly affluent  consumers.  Thus  her 
impressive  net  margins — at  6%  about 
twice  what  upscale  U.S.  chain  Nei- 


man  Marcus  earns. 

Korea  remains  one  of  the  w  orld's 
most  conservative  Confucian  socie- 
ties, w  ith  strict  ideas  about  a  woman's 
place.  As  the  daughter  of  one  of  Ko- 
rea's leading  businessmen,  Kim  Soo 
Keun,  chairman  of  the  Daesung  in- 
dustrial group,  Kim  Sung  Joo  met 
flocks  of  international  executives 
from  childhood.  She  grew  up  dream- 
ing of  running  her  own  business. 
Achieving  that  dream  wasn't  easy. 

"My  father  said  I  couldn't  come 
into  his  business  with  my  brothers," 
says  Kim.  "But  it  wasn't  decent  for  a 
high-society  girl  to  work  anywhere 
else."  So  Kim  went  abroad,  earning 
degrees  from  Amherst  College  in 
Massachusetts    and    the  London 


School  of  Economics.  In  her  senior 
year  at  Amherst  she  acted  as  translator 
during  negotiations  in  Detroit,  where 
Daesung  w  as  trying  to  establish  a  joint 
venture  w  ith  a  unit  of  Bendix  Corp. 
When  the  talks  stalled,  Kim  forked 
skillfully  to  help  hammer  out  a  com- 
promise. That,  she  says,  earned  her 
father's  first,  grudging  praise  for  her 
business  acumen. 

After  graduating,  Kim  landed  a  job 
in  1984  with  Marvin  Traub  at  Bloom- 

j  Sung Joo 
1  International's 
^  I  Gucci  boutique 
in  southern  Seoul 
Bringing  Western 
merchandising 
to  the  Far  East. 


ingdale's.  She  caught  on  quickly.  She 
saw  how  Traub's  people  used  a  little 
paint  and  shrewd  merchandising  to 
turn  worthless,  old  Chinese  wooden 
house  fixtures  into  highly  desirable — 
and  expensive — objects.  With  a  sharp 
eye  for  trends,  Kim  soon  learned  to 
jump  on  new  products  and  negotiate 
cutthroat  deals  with  merchants. 

By  the  time  she  returned  to  Korea 
in  1988,  Kim  had  impressed  her  fa- 
ther enough  to  get  a  phone,  a  desk 
and  financing  to  set  up  Sung  Joo 
International  as  a  one-woman  depart- 
ment within  Daesung. 

Her  plan  was  simple:  to  introduce 
Western-style  retailing  to  Korea.  Her 
competition  was  virtually  nil.  Korean 
department  store  operators  typically 


do  little  more  than  dole  out  space  to 
merchants  in  exchange  for  around 
30%  of  revenues.  Tenants  supply  their 
own  salespeople,  racks  and  displays. 
Result:  tightly  packed,  cluttered 
stores  akin  to  flea  markets  with  roofs. 

Kim  had  learned  that  retailing  is 
50%  show  business.  Her  boutiques 
are  in  prime  retail  locations,  with  spa- 
cious, subtly  lit  interiors.  She  serves 
beverages  to  customers. 

Kim  applied  her  Bloomingdale's 
know-how  to  convince  the  big  for- 
eign brands  to  sell  to  her.  She  beat  out 
30  suitors  to  represent  Gucci  in  Ko- 
rea. By  1991  Kim  had  24  stores. 

She  shrewdly  tailors  merchandise 
selections  to  local  tastes.  In  northern 
Seoul,  home  to  old  money,  Sung  Joo! 
International  stocks  conservative 
fashions.  Farther  south,  stockbrokers, 
entrepreneurs  and  other  nouveaux 
riches  demand  the  latest  looks. 

Now  she  is  on  her  own.  In  1991 
Sung  Joo  International  was  spun  off 
from  Daesung  as  a  separate,  family- 
owned  entity.  Today  it  employs  more 
than  200  people  full  time. 

Kim  is  going  to  have  trouble  main- 
taining those  fat  profit  margins,  for 
discounting  is  starting  to  arrive  in 
Korea.  The  Price  Club  opened  in 
1994,  and  has  more  than  100,000 
members  at  its  Seoul  store  (Forbes, 
Sept.  11,  1995).  Tower  Records,  Levi 
Strauss  and  Gloria  Jean's  Gourmet 
Coffee  also  have  outlets.  Wal-Mart  is 
battling  to  get  in. 

"Koreans  are  traveling  abroad  and 
coming  home  wondering  why  prices 
here  are  several  times  higher,"  says 
Tami  Overby,  executive  director  of 
the  American  Chamber  of  Commerce 
in  Korea.  "Foreign  firms  with  retail 
experience  will  be  primary  agents  of] 
change." 

So  Kim  is  branching  out.  She  is 
negotiating  with  a  large  European 
retailer  to  set  up  a  chain  of  Korean 
department  stores  targeting  middle- 
class  shoppers.  In  the  next  few  years 
she  hopes  to  introduce  Koreans  to 
catalog  shopping.  Her  mailing  list? 
Daesung's  database  of  7  million  nat- 
ural-gas customers.  She's  even  trying 
to  convince  her  dad  to  get  into  the 
mall  business.  He  just  might  listen. 
Says  Kim,  proudly:  "Last  year  my 
father  said  that  of  his  [six]  children  I 
inherited  the  most  of  his  business 
blood."  Bi 
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THE  ART  OF  PERFORMANCE:  THE  MAKING  OF  A  LEGENDARY  CLASSIC. 


The  Movado  Museum 
Watch  is  in  the 
permanent  collections 
of  museums  around 
the  world. 

Stoatliches  Museum 
fur  angewandte  Kunst 
Neue  Sammlung, 
Munich,  Germany 

Museum  Moderne  Kunst 
Vienna,  Austria 

Museo  de  Arte  Moderno 
Bogota,  Colombia 

Museum  Boymons-van 
Beuningen,  Rotterdam, 
The  Netherlands 

Museo  de  Arte 
Contemporaneo 
Caracas,  Venezuela 

Finnish  Museum  of 
Horology  Espool, 
Helsinki,  Finland 

Sezon  Museum  of  Art 
Tokyo,  Japan 

Kunstindustri-museets 
Billedbog, 

Copenhagen,  Denmark 

Musee  International 

d'Horlogerie 

La  Chaux-de-Fonds, 

Switzerland 

Museo  de  Bellas  Artes 
Bilbao,  Spain 

Design  Museum 
London,  England 

Kawasaki  City  Museum 
Kawasaki,  Japan 

Victoria  and  Albert 
Museum 

London,  England 

Museum  Ludwig 
Cologne,  Germany 


The  Olympian  Roman  Dial  Bracelet 
Watch.  Simple,  sculpted  stainless 
steel  case  and  bracelet.  Swiss  craft- 
ed. Quartz.  Water-resistant.  His  or 
hers  $795. 


MOVADO 

The  Museum. Watch. 


Swiss 


TIME 


"I  know  what  time  is,"  said  Augustine  of 
Hippo,  (5th  century  philosopher).  "But  if 
someone  asks  me,  I  cannot  tell  them." 

The  meanings  of  time  boggle  the  mind. 
Personal  and  global.  Abstract  and  concrete. 
A  picosecond  and  eternity.  A  lifetime. 

The  precipices  of  Monument  Valley  are 
said  to  be  "time  worn."  And  yet  any  earthy 
geological  era  is  but  a  blink  in  the  time 
frame  of  the  universe. 


As  a  species  we  are  obsessed  by  marking 
and  measuring  time. 

It  is  why  Stonehenge  was  built;  it  is  what 
consumes  the  brain  of  our  most  brilliant 
astrophysicist.  (And  should  he  prove  that  in 
the  black  holes  of  space,  time  travels  back- 
wards... what  then?) 

Time  is  our  most  precious  commodity. 
Perhaps  this  is  why  the  making  of  a  fine 
watch  is  said  to  be  a  "time-honored"  craft. 


Concord  Steeplechase™ 
case  and  bracelet  are  sculpted 
from  solid  stainless  steel  and 

18K  gold.  Swiss  quartz. 

Water  resistant  to  99  ft. 
Invitingly  priced. 


macys/BULLDM 

1  -800-622-9748 


CONCORD* 


Watchmakers  Since  1908 

SWISS 


Corporate  downsizing  was  a  blessing  in  disguise 
for  North  Carolina's  Research  Triangle. 

Involuntary 
entrepreneurs 


By  Randall  Lane 

Silicon  Valley  and  Boston's  Route 
128  have  company  these  days.  It's 
North  Carolina's  Research  Triangle, 
encompassing  Raleigh,  Durham  and 
Chapel  Hill.  Over  the  past  four  years 
venture  capitalists  have  invested  $300 


million  in  roughly  160  high-tech 
startups  in  the  Research  Triangle,  the 
great  majority  of  them  software  or 
biotechnology  companies. 

The  presence  in  this  area  of  so  many 
cutting-edge  businesses  is  a  happy  by- 


product of  the  corporate  downsizing 
of  the  1990s.  Here's  how  the  layoffs 
led  to  the  creation  of  so  many  new 
businesses: 

Research  Triangle  Park,  the  pasto- 
ral R&n  complex  that  has  served  as  the 
area's  economic  heart,  w  as  conceived 
back  in  the  1950s  to  encourage  big 
businesses  to  tap  into  the  scientific 
advances  coming  out  of  the  area's 
three  major  universities — Duke, 
North  Carolina  State  and  the  Univer- 
sity of  North  Carolina.  Big  companies 
Hocked  to  the  park.  But  that  influx 
ended  with  the  downsizing  of  the 
early  1990s,  when  the  region's  giant 
corporate  residents,  IBM,  Northern 
Telecom  and  Glaxo  Wellcome,  col- 
lectively shed  about  4,000  jobs  in  the 
Research  Triangle  area. 

Those  layoffs  uncovered  the  hid- 
den entrepreneur  in  dozens  of  sud- 


Triangle  Pharma- 
ceuticals Chairman 
David  Barry,  with 
nine  employees 
Refugees  from 
Burroughs  Well- 
come, they  all 
landed  on  their 
feet. 
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denly  unemployed  scientists  who 
didn't  want  to  give  up  the  area's 
pleasant  lifestyle.  After  Glaxo  swal- 
lowed Burroughs  Wellcome  in  March 
1995,  jobless  managers  and  scientists 
started  some  15  serious  biotechnolo- 
gy and  pharmaceutical  companies. 
IBM  alumni  have  launched  perhaps  15 
more  firms  that  are  developing  new 
products.  Add  in  a  sprinkling  of  com- 
panies founded  by  former  Northern 
Telecom  employees,  as  well  as  consul- 
tancies and  other  smaller  white-collar 
sendee  businesses,  and  the  startup 
total  swells  to  well  above  100. 

"Most  of  us — and  I'll  be  the  first  to 
admit  this — probably  wouldn't  have 
done  this  voluntarily,"  says  David 
Barry,  the  former  head  of  worldwide 
research  and  development  for  Bur- 
roughs Wellcome,  who  launched  Tri- 


The  weather  is  mild, 
the  commutes  are  short, 
the  housing  is  cheap. 
Rather  than  take  good 
jobs  elsewhere,  they 
stayed  put. 


angle  Pharmaceuticals  last  July. 

Barry  and  the  other  new  entrepre- 
neurs had  certain  advantages  that 
made  them  natural  business  founders: 
specialized  skills,  contacts,  experience 
( Barry  had  been  with  the  company  for 
18  years)  and,  often,  startup  capital  in 
the  form  of  hefty  buyout  packages. 

Triangle  Pharmaceuticals,  which  is 
pursuing  antiviral  drugs  to  treat  AIDS, 
hepatitis  and  cancer,  already  has  15 


Former  IBM  software  engineer  Stanley  Dilley 

Downsizing  at  Big  Blue  prodded  him  into  uncharted  territory- 

entrepreneurship.  "My  wife  thinks  I'm  crazy." 


employees — 12  of  whom  worked 
with  Barry  at  Burroughs  Wellcome. 
At  Ganymede  Software,  a  year-old 
designer  of  networking  programs,  7 
of  8  employees  came  from  IBM. 

Many  of  the  involuntary  entrepre- 
neurs were  offered  good  jobs  else- 
where, but  didn't  want  to  pull  up 
stakes.  Here  the  weather  is  mild,  the 
beach  is  nearby,  a  15-minute  com- 
mute is  considered  lengthy,  and 
$300,000  will  buy  a  4,000-square- 
foot  house  with  a  pool. 

"All  my  employees  were  recruited 
by  the  big  companies,"  says  Barry, 
"but  the  employers  were  all  based  in 
Boston  or  New  Jersey,  and  the  combi- 
nation of  equity  and  quality  of  life 
here  is  pretty  convincing." 

"My  wife  thinks  I'm  crazy  to  do 
this  when  I  had  so  many  good  offers 
on  the  table,"  says  Stanley  Dilley,  53, 
a  former  IBM  software  engineer  who 
now  runs  eight-employee  Software 
Completions,  which  until  last  month 
was  based  in  his  living  room.  "But  this 
is  home." 

Dilley's  little  firm,  which  creates 
instruction  manuals  and  packaging 
for  software,  should  gross  $3  million 
in  its  first  year. 

All  this  activity  is  getting  the  atten- 
tion of  venture  capitalists.  "There's 
five  times  as  much  seed  capital  avail- 
able here  as  there  was  two  years  ago," 
says  Richard  Holcomb,  who  recently 
raised  $7  million  for  his  second  start- 
up, Haht  Software,  from  Silicon  Val- 
ley, Boston  and  Baltimore  venture 
groups. 

Venrock  Associates,  the  Rockefel- 
ler family's  venture  capital  arm,  has 
already  invested  in  one  Research  Tri- 
angle startup  and  is  looking  into  oth- 
ers. "I'm  now  more  inclined  to  look 
in  the  area,"  says  Anthony  Evnin,  a 
Venrock  general  partner,  "in  order  to 
leverage  time  and  opportunities." 

Local  capital  is  busy  here,  too.  Den- 
nis Dougherty  of  Intersouth  Partners, 
Raleigh-Durham's  most  influential 
venture  capitalist,  had  no  trouble  rais- 
ing more  than  $25  million  for  a  new 
venture  fund. 

Semiretired  Orlan  Johnson,  a  46- 
year-old  transplant  from  Silicon  Val- 
ley, has  pooled  $2.6  million  from  50 
local  investors  looking  for  local  com- 
panies to  back.  Reports  Johnson:  "I 
get  calls  weekly  from  people  who 
want  to  move  here."  B 
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|—|ere  in  los  angeles,  imports  are  up. 
exports  are  up.  and  employment  is  up. 

(not  to  mention  the  surf.) 


Start  your  business  in  Los  Angeles,  and  ride  the  wave 
of  economic  growth  straight  to  the  bank.  Our  recent 
increases  in  foreign  trade  have  helped 
create  nearly  61 ,000  new  jobs.  New 
jobs  mean  more  workers.  And  more 
workers  mean  bigger  spending.  All  the 


signs  of  a  healthy  local  economy.  To  find  out  how 
your  business  can  take  advantage  of  such  an  inviting 
climate,  call  1 -800-7-LA-FACT.  You'll  learn  how  to  get 
help  with  things  like  site  selection,  financing  and  job 
training  -  just  what  you  need  to  start  or  expand  your 
business  in  the  welcoming  confines  of  paradise. 


Telefax  ludlfflCf  fatf.  Utsfaffk, 
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Mortgage  payments. 
College  tuition. 
Orthodontists. 
Your  cholesterol  level. 
People  can  get  so  lost 
in  their  day-to-day 
concerns,  they  sif/iply 
avoid  planning  for 
their  RETIREMENT. 


New  York  Life  has  all 
kinds  of  life  insurance 
policies  to  help  make  sure 
you  have  enough  money  to 
enjoy  your  RETIREMENT 
Travel.  Houses  on  the 
beach.  Golf  vacations.  No 
matter  how  you  choose 
to  spend  it.  We  can  even 
help  you  catch  up  if  you 
started  planning  late. 
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YORK 

LIF  E 
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The  airlines  are  flying  high  right  now, 

but  we  suspect  it's  going  to  be  a  short  flight. 

Brief  encounter 


By  Howard  Banks 

Everything  for  U.S.  airlines  sud- 
denly looks  marvelous.  For  the  first 
time  in  1 7  years,  all  the  major  carri- 
ers, save  USAir,  made  money  in  the 
first  quarter,  traditionally  a  weak 
period.  The  airline  stocks  roared 
ahead — Delta  Air  Lines  up  20%  since 
the  first  of  the  year,  AMR  Corp. 


(American)  up  30%,  UAL  Corp. 
(United)  up  40%. 

Reflecting  a  fairly  healthy  econo- 
my, people  are  traveling  more,  and 
load  factors  (the  percentage  of  seats 
filled)  have  recently  been  running  at 
an  unprecedented  70%  or  so  for  all 
of  the  carriers.  We  hate  to  spoil  a 


Herbert  Kelleher,  chairman  and  chief  executive  of  Southwest  Airlines 

Don't  jump  Herb!  Your  cost:  nay  be  up,  but  yours  is  still  the  most  competitive  major  carrier. 


party,  but  if  history  is  any  guide,  the 
good  times  aren't  going  to  last. 

In  the  first  place,  much  of  the  gain 
was  due  to  a  windfall.  When  the  10% 
federal  excise  tax  on  airline  tickets 
expired  last  October,  not  all  of  the 
savings  were  passed  on  to  the  public. 
The  carriers  used  over  half  of  the 
windfall  to  attract  extra  passengers 
through  discounts  or  lower  fares. 
Thus  revenues  went  through  the 
roof,  but  actual  fares  net  of  the  tax 
increased  only  3.4%. 

United  seems  to  have  used  the  tax 
windfall  most  to  cut  fares  and  to  buy 
traffic  so  as  to  boost  its  United  Shuttle 
operation,  which  is  intended  to  com- 
pete with  lower-cost  Southwest.  This 
fare  slashing  helps  explain  why  United 
was  able  to  add 
only  $24  million  to 
operating  profits  in 
the  first  quarter, 
even  though  rev- 
enues jumped 
$401  million. 

A  concern:  The 
surge  in  revenues 
and  profits  seems 
to  have  blunted 
the  industry's 
drive  to  cut  costs: 
Overall  operating 
costs  for  the 
major  U.S.  carri- 
ers were  up  by 
around  6%  in  the 
first  quarter  of 
this  year  over  a 
year  earlier.  The 
carriers  seem  to 
have  run  out  of 
ideas  to  cut  costs 
further — -especial- 
ly of  labor,  their 
largest  single  cost 
item  (now  34%  of 
total  operating 
costs).  Airline 
workers  are  not 
eager  to  pull  in 
their  belts  any  fur- 
ther at  a  time 
when  the  bosses 
are  trumpeting 
record  earnings 
and  load  factors. 

Delta  was  one 
carrier  that  man- 
aged to  get  its 
average  operating 
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9000  Aero 

Of  course  horsepower  is  just  half  the  story.  For  those  who  get  their  kicks  from  G-forces,  the  Aero  boasts 
252  lb.  ft.  of  torque  at  1,800  rpm.  And  since  it  does  0-60  in  6.2  seconds,*  exhilaration  is  assured.  No  wonder 


David  E.  Davis,  Jr.  of  Automobile  magazine  exclaimed,  "You  must  drive  this  car!"** 
For  a  free  Saab  Excursion  Kit,  call  1-800-582-SAAB,  Ext.  208.  www.saabusa.com 


'Car  and  Driver.  7/93.  "Automobile  magazine.  10/93.  ©1996  SAAB  CARS  USA.  INC 


costs  down,  to  8.8  cents  a  mile  from 
around  9.4  cents  a  mile  in  mid- 1994. 
That's  good,  but  the  airline  had 
hoped  to  be  closer  to  8.3  cents  a  mile 
by  this  time.  Delta  appears  to  have 
abandoned  plans  to  cut  average  costs 
to  around  7.5  cents  a  mile  to  be  able 
to  compete  with  low-cost  carriers  like 
Southwest,  America  West  and,  in 
Delta's  backyard  in  Atlanta,  Valujet. 
American  has  had  no  luck  in  persuad- 
ing its  unions,  especially  its  pilots,  to 
change  work  rules  to  boost  produc- 
tivity. Even  Herb  Kelleher,  boss  of 
supersuccessful  Southwest  Airlines, 
has  seen  his  airline's  average  operating 
costs  stop  falling  and  start  to  rise  in 
the  past  six  months  or  so.  Kelleher 
attributes  the  rise  in  costs  to  South- 
west's  continued  expansion,  most 
recently  into  Florida. 

Southwest's  expansion  may  well 
pay  off  for  Kelleher,  but  it  bodes  ill 
for  most  of  his  competitors.  His 
operating  costs  remain  at  a  very  low 
7.42  cents  per  passenger  mile,  com- 
pared with  9  cents  to  9.5  cents  for 
most  major  carriers  (USAir  remains 
at  well  over  11  cents  a  mile).  The 


Other  low-cost  carriers  continue  to 
expand,  too,  collectively  gaining 
market  share.  This  expansion  will 
inevitably  force  the  bigger  carriers  to 
shave  fares  on  many  routes. 

Constrained  by  low  profits,  the 
airlines   have   been   rather  stingy 

This  is  ah  industry  that 
can't  seem  to  stand  pros- 
perity. Why  should  things 
be  different  this  time? 


about  adding  new  capacity  since  this 
upturn  began  in  late  1994  (see 
Forbes,  Mar.  27,  1995)  and  this  has 
helped  keep  the  planes  full.  But  the 
old  urge  to  expand  is  reasserting 
itself.  There  are  reports  that 
Continental,  Delta  and  United  are  in 
serious  negotiations  with  the  plane- 
makers.  Northwest  has  converted 
some  options  into  firm  orders. 
Already  Boeing,  Airbus  Industrie 
and  McDonnell  Douglas  are  adding 
workers  and  talking  of  higher  pro- 


duction rates.  And  the  two  major 
aircraft-leasing  companies,  ILFC 
(now  owned  by  American 
International  Group)  and  GE 
Capital,  have  recently  placed  large 
orders  for  planes,  anticipating  the 
carriers'  plans  to  resume  building 
their  fleets. 

Meanwhile,  a  revenue-hungry  Con- 
gress will  not  be  able  to  keep  its  hands 
off  the  industry.  Without  the  10% 
ticket  tax  the  so-called  Aviation  Trust 
Fund,  which  pays  for  such  things  as  air 
traffic  control  and  airport  maintenance, 
will  run  out  of  money  in  August, 
according  to  faa  administrator  David 
Hinson.  Congress  probably  won't  rein- 
state the  ticket  tax  (or  introduce  user 
fees)  until  after  the  election,  but  a  way 
must  be  found  to  replenish  the  trust 
fund.  So  the  airlines'  tax  relief  will  prove 
to  be  temporary.  Knowing  the  airlines' 
luck,  reinstating  the  tax,  which  will 
inevitably  depress  traffic,  will  likely  coin- 
cide with  a  downturn  in  the  economy 
late  this  year  or  early  next  year. 

This  is  an  industry  that  can't  seem 
to  stand  prosperity.  Why  should 
things  be  different  this  time?  HBi 
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The 
GT  Global 
Natural 
Resources 
Fund 


What  The  World's 
Industrial  Engine 
Runs  On. 

From  fossil  fuels  and  base  metals  to  forest  products, 
natural  resources  are  essential  to  industrial  growth.  The 
GT  Global  Natural  Resources  Fund  invests  in  companies 
around  the  world  that  own,  develop  or  explore  for 
natural  resources  -  companies  which  we  believe  stand 
to  benefit  from  global  industrialization.  For  more  infor- 
mation, talk  to  your 


financial  adviser,  or 
call  GT  Global. 


A  shares: 
B  shares: 


Average  annual 
return  as  of  3/31/96 
1  year        Life  of  Fund* 

28.91%  11.50% 
29.57%  11.91% 


1-800-824-1580 


GT  Global 

A  Member  of  Liechtenstein  Global  Trust 
It's  Your  World.  Invest  In  It.sm 

Returns  for  A  and  B  shares  include  the  effect  of  the  maximum  4.75%  sales  charge  and  5%  contingent  deferred  sales  charge,  respectively.  *Since  inception  on  5/31/9' 
Investment  return  and  principal  value  will  fluctuate,  so  shares  may  be  worth  more  or  less  than  their  original  price.  Past  performance  does  not  guarantee  future  result: 
Before  investing,  read  the  prospectus  carefully  for  more  complete  information,  including  charges,  expenses  and  the  risks  associated  with  global  and  emerging  mai 
ket  investing,  including  political  and  currency  risk  and  the  risks  of  investing  in  similar  industries.  GT  Global,  Inc.,  Dist.  50  California  St.  San  Francisco,  CA  94111  mfs 
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For  Insight 

I Into  Faster  Deliveries,  An 
Electronics  Firm  Looked  Into 
An  Out-Of-The-Box  Pizza  Chain. 
Where  Should  You  Look? 
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Cook  up  your  own  out-of-the-box 
hinking  with  the  help  of  the 
jlobal  Best  Practices'"  approach. 
Arthur  Andersen  professionals  will 
work  with  you  to  quickly  produce 
nnovative  solutions. 

The  secret  ingredients?  Years  of 
experience  using  the  unique  Global 

t  Practices  knowledge  base, 
vailable  only  to  them.  If  s  the  first 
f  its  kind  and  still  without  peer. 


Continually  enriched,  it  abounds 
with  breakthrough  quantitative  tools 
along  with  qualitative  best  practices 
compiled  from  worldwide  client 
experience  and  exhaustive  research. 
Plus,  published  examples  like 
the  electronics  company  that  studied 
a  pizza  chain's  legendary  on-time 
deliveries. 

Find  out  how  Arthur  Andersen 
can  help  your  company  deliver 


an  electrifying  performance.  Call 
1-800-640-8914  or  visit  our  Web  site 
at  http:llwwwAHhurAndersen.com. 


Global  Best  Practices™ 
Putting  Insight  Into  Practice.™ 

Arthur 
Andersen 
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Hachette's  David  Pecker  has  very  clear  ideas 
what  magazines  are  for:  to  carry  advertising. 
His  response  to  critics . . . 

Go  break 


a  leg 


By  Joshua  Levine 


David  Pecker,  head  ofHachette  Fili- 
pacchi  Magazines,  Ine.,  is  best  known 
to  the  public  for  backing  George,  the 
much-touted  new  political  fanzine, 
supposedly  the  brainchild  of  John  F. 
Kennedy  Jr.,  the  late  President's  son. 
If  Kennedy  has  any  editorial  or  pub- 
lishing talent,  the  early  issues  haven't 
revealed  it,  but  say  this  for  the  launch: 
It  got  everybody's  attention. 

So,  last  month,  did  the  editorial 


turmoil  at  Hachette's  Premiere. 
Three  top  editors  walked  out  when 
Pecker  killed  a  critical  story  on  the 
overhyped  and  overpriced  IPO  of 
Planet  Hollywood.  Only  recently,  the 
staff  had  groaned  when  Pecker  forced 
them  to  put  on  the  magazine's  mast- 
head the  name  of  Patricia  Duff,  the 
latest  wife  of  Revlon  mogul  Ronald 
Perelman — a  big  Hachette  advertiser 
and  part  owner  of  Premiere. 


Hachette's  brash  U.S.  magazine  head,  David  Pecker 

"In  this  business,  you've  got  to  have  elephant  skin." 


Such  public  washing  of  dirty  linen 
would  be  embarrassing  to  most  exec- 
utives, but  one  gets  the  impression 
that  Pecker  enjoys  it. 

Hachette  is  by  no  means  the  only 
magazine  publisher  that  has  pulled 
out  of  the  Magazine  Publishers  of 
America,  but  no  one  else  has  pulled 
out  as  noisily  as  Pecker.  Without  be- 
ing present,  he  was  a  presence  at  the 
mpa's  annual  gabfest  last  November. 

"David  sent  us  a  telegram,"  joked 
Jack  Kliger,  executive  vice  president 
of  Conde  Nast,  as  he  warmed  up  an 
audience  of  the  magazine  world's  top 
brass.  "It  reads,  'Break  a  leg.'  "  The 
room  erupted  with  guffaws. 

"I  know  they  call  me  a  cowboy," 
Pecker  says,  "but  basically,  I  don't 
care.  In  this  business,  you've  got  to 
have  elephant  skin." 

The  elephant  skin  helped  his  rise  to 
the  top  at  Hachette.  When  the  French 
publisher  expanded  big  time  in  the 
U.S.  publishing  market,  in  1988,  by 
buying  a  bunch  of  former  CBS  maga- 
zines for  $712  million,  Pecker  came 
along  with  the  deal  as  chief  financial 
officer.  In  the  deal  Hachette  got  14 
titles,  including  Woman's  Day,  Car 
and  Driver  and  Stereo  Review. 

Dissatisfied  with  sagging  earnings, 
Hachette  leaned  hard  on  then  Chief 
Executive  Peter  Diamandis.  In  a  pre- 
emptive strike,  Diamandis  walked  out 
with  most  of  the  top  management. 
Pecker  stayed  behind  and  inherited 
his  old  boss'  job.  He  and  Diamandis 
haven't  spoken  since. 

That's  fine  with  Pecker.  In  the  five 
years  he  has  been  in  charge,  Ha- 
chette's U.S.  sales  have  more  than 
doubled,  to  $550  million,  and  earn- 
ings have  risen  to  $93.5  million  from 
$25  million,  before  interest,  taxes, 
depreciation  and  amortization. 

The  Hachette  U.S.  group  has 
grown  to  24  titles,  now  including 
Family  Life,  Video,  Mirabella,  Pre- 
miere and  Travel  Holiday. 

Generally  Pecker  buys  sick  maga- 
zines cheaply  and  runs  them  frugally. 
He  bought  Travel  Holiday  from  Read- 
er's Digest  for  just  $10  million  in  cash 
and  assumed  subscription  liabilities. 

Premiere  magazine  employed  a 
staff  of  80  when  it  was  owned  by  K-III 
Communications  Corp.  Hachette 
bought  it  for  $20  million  in  May  1995 
in  partnership  with  Ron  Perelman's 
New  World  Communications  Group 
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A  Word  About 
Business  Gifts 


By  definition,  every  business  gift  serves  two  important  functions.  It  is  an  expression  of  gratitude. 
It  is  a  measure  of  your  firm.  For  156  years  the  designs  of  Tiffany  6k  Co.  have  been  the  choice  of  those  who  prize 
stability  over  caprice,  substance  over  veneer.  Thoughtful  management  knows  that  a  gift  of  Tiffany 
craftsmanship  and  timeless  design  conveys  a  unique  message  to  clients  and  valued  staff.  To  receive  a  brochure  or  learn 
more  about  the  rewards  of  a  Tiffany  corporate  account,  call  800-423-2394. 


Tiffany  &  Co. 


Inc.  and  slashed  the  staff  to  38.  Mim- 
bella  w  ent  from  a  staff  of  80,  under 
Rupert  Murdoch's  News  America 
Publishing  Inc.,  to  20.  Through  these 
cutbacks  Pecker  has  salvaged  several 
publications  that  could  not  have  sur- 
vived w  ith  higher  costs. 

The    pugnacious    Pecker  knows 


when  to  fight  and  when  to  retreat. 
Hachette's  Elk  has  28  editions  world- 
wide, w  ith  a  monthly  circulation  of  5 
million,  more  than  any  other  fashion 
magazine.  Its  publication  director  is 
Regis  Pagniez,  a  close  friend  of  Ha- 
chette  boss  Daniel  Filipacchi.  Pecker 
told  Pagniez  to  cut  back  on  Elk's 


JFK  Jr.  and  Hachette  boss  Daniel  Filipacchi 
Partners  in  the  glitzy  new  "George." 


extravagant  use  of  limousine  services. 
Pagniez  posted  a  sign  in  his  office, 
"No  limousine,  no  magazine."  Dis- 
cretion winning  over  valor,  Pecker 
abandoned  that  attempt  at  economy. 

Advertising,  not  editorial,  is  Peck 
er's  big  interest.  "He's  the  only  pub- 
lisher who  has  been  successful  at  sell- 
ing to  non-endemic  advertisers,"  says 
New  York-based  magazine  consul- 
tant Martin  Walker.  Walker  refers  to 
the  fact  that  fashion  and  beauty  prod- 
uct ads  usually  go  in  women's  maga- 
zines and  travel  ads  in  travel  maga- 
zines. Pecker  has  done  well  cross- 
selling  his  titles. 

Traditionally,  for  example,  you 
would  sell  car  ads  in  Road  &Trackand 
perfume  ads  in  Ellc.  In  April  Pecker 
hooked  up  Liz  Claiborne's  new  Curve 
fragrance  with  Chrysler's  new  Sebring 
model.  Cars  and  perfume?  The  idea  is 
that  both  the  car  and  the  particular 
fragrance  are  aimed  at  the  same  young 
audience.  Roth  magazines  appeal  to  a 
youngish  audience.  Curve  perfume 
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Designer  Mizrahi  and  models  in  "Unzipped" 
Pecker  provided  more  than  ad  space. 


advertising  will  now  appear  in  Ha- 
chette  "buff  books''''  like  Car  and 
Driver  and  Road  &  Track,  while  Se- 
bring  ads  will  start  showing  up  in 
Hachette's  fashion  magazines. 

Pecker  is  big  on  what  is  known  in 
the  trade  as  value-added  selling — that 
is,  providing  the  client  with  more  than 
just  ad  space.  He  backed  Unzipped,  a 
black-and-white  documentary  on  an- 
tic fashion  designer  Isaac  Mizrahi. 
Hachette  put  up  the  under-$l -mil- 
lion production  cost  for  the  movie, 
and  sold  the  rights  to  Miramax  for  $1 
million.  But  that  was  just  a  start. 

Hachette  then  brought  Mizrahi  to- 
gether with  General  Motors.  For 
around  $4  million,  Hachette  staged 
Isaac  Mizrahi  trunk  shows  at  seven 
department  stores  around  the  coun- 
try, featuring  20-minute  clips  of  the 
movie  and  a  promotion  for  GM  Cadil- 
lacs. An  eight-page  Cadillac  advertor- 
ial, produced  by  Hachette,  ran  in  four 
Hachette  magazines.  Through  Ha- 
chette, CM  created  the  annual  Cadillac- 


Award  of  Excellence  for  American 
Design.  The  winner:  Isaac  Mizrahi. 

Hachette  plans  to  back  one  or  two 
fashion-related  movies  a  year  with 
budgets  of  up  to  $3  million.  Guess 
where  it  expects  the  payoff  to  be? 

Pecker's  vaunted  elephant  skin 
comes  in  handy  when  people  accuse 


him  of  pandering  to  advertisers.  It 
doesn't  much  bother  him.  As  to  kill- 
ing the  Planet  Hollywood  story  in 
Premiere,  he  responded  that  the  mag- 
azine should  be  a  "fan"  of  the  movie 
business,  not  its  critic.  If  some  people 
are  appalled  at  this  attitude,  well,  they 
can  go  break  a  leg.  wm 
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This  is  your  future.  Should  you  real 


t  against  the  advi 


of  a 


rying  to  manage  it  in  your  spare  time?  Weigh 


ibber  Investment  Executive.  Someone  who 


ows  your  personal  goals,  and  can  constantly  respond  to  the  fluctuations  of  ever- 


ave  you 


anging  market  conditions.  Someone  dedicated  to 


our  investment  objectives,  with  access  to  some  of  the  most  highly  regarded  resear 


the  industry.  And  exp< 


nvestor  couli 


!  in  more  demanding  areas  that  the  do-it-yourself 
Wm  you're  ready  for  full-service  financial  intelligence, 


^neWebber  ^^^J^A^^t 

1-800-532.3399.     Invest  With  More  Intelligence: 


Children  in  prison 


BY  DIANE  RAUITCH 


Diane  Ravitch  is  a 
historian  and  a 
Fellow  at  the 
Manhattan  Institute 
in  New  York  City. 


Bilingual  education  has  been  a  fixture  in 
American  public  schools  for  nearly  30  years. 
It  never  has  been  popular  with  the  public, 
which  stubbornly  failed  to  understand  why 
public  schools  were  teaching  immigrant  chil- 
dren their  native  language  instead  of  English. 
Now  the  program  is  under  fire  from  a  new 
quarter:  Hispanic  parents  in  New  York  and 
California,  who  complain  that  their  children 
are  trapped  in  a  "bilingual  prison."  They  want 
out,  and  the  system  says  no. 

When  Congress  passed  the  Bilingual 
Education  Act  in  1968,  its  supporters  claimed 
that  children  who  were  taught  their  native 
language  and  cultural  heritage  would  gain 
higher  self-esteem,  better  attitudes  toward 
school  and  improved  achievement. 

Education  experts  persuaded  congressmen 
that  it  was  the  best  route  to  learning  English. 
Senator  Ralph  Yarborough  (D-Tex.)  said, 
"Unless  a  child  becomes  very  fluent  in  Eng- 
lish, he  will  rarely  reach  the  top  in  American 
cultural  life.  He  might  as  a  baseball  player,  but 
not  as  a  performer  on  radio;  he  could  not  in 
law;  he  could  not  in  medicine;  he  could  not  in 
any  of  the  professions  or  in  business."  In 
1974  the  Supreme  Court  ruled  against  the 
San  Francisco  school  system  for  failing  to  pro- 
vide English -language  instruction  to  Chinese 
students.  The  high  court  did  not  order  the 
district  to  provide  bilingual  education,  but 
told  it  to  teach  the  students  in  English  or  Chi- 
nese or  whatever  else  that  would  "rectify  the 
language  deficiency." 

In  the  years  since  then,  ethnic  activists  have 
used  the  political  process  to  turn  bilingual 
education  into  a  program  in  which  children 
take  all  their  subjects  in  their  native  language. 
Bilingual  educators  scorn  the  principal  alter- 
native, called  English-as-a-Second-Language 
(esl),  which  emphasizes  English-language 
instruction. 

What  they  cannot  so  easily  scorn  is  the 
anger  of  Hispanic  parents.  In  Brooklyn  a  par- 
ents' organization  sued  the  state,  and  in  Los 
Angeles  parents  pulled  their  children  out  of 
school.  The  parents  are  angry,  first,  because 
they  want  their  children  to  learn  English;  and 
second,  because  the  system  is  rigged  to  make 
it  hard  to  remove  their  children  from  bilin- 
gual programs. 

In  New  York  City  a  1974  consent  decree 
required  that  every  child  with  a  Spanish  sur- 
name and  every  child  from  a  home  in  which 


anyone  speaks  a  non- English  language  must 
take  an  English  proficiency  test.  Any  child 
who  scores  in  the  bottom  40%  is  automatical- 
ly placed  in  a  bilingual  class,  even  if  English  is 
the  primary  language  spoken  at  home  and 
even  if  the  child  knows  more  English  than 
Spanish.  In  short,  the  system  is  programmed 
to  fill  the  bilingual  classrooms. 

The  results  of  bilingual  education,  contrary 
to  the  activists'  promises,  have  been  dismal.  A 
1994  New  York  City  study  revealed  that  chil- 
dren in  bilingual  classes  are  slower  to  join  the 
regular  English-language  curriculum  than 
children  in  esl  classes,  and  do  not  perform  as 
well  as  youngsters  who  learned  English  in 
ESL.  State  law  requires  that  children  receive 
no  more  than  three  years  of  bilingual  educa- 
tion. Asian  and  Russian  children  move  quickly 
into  English  classes,  but  most  Hispanic  chil- 
dren are  retained  in  bilingual  programs  for 
several  years. 

Parents  who  want  to  remove  their  children 
from  bilingual  classes  get  a  bureaucratic 
runaround.  Most  parents  are  themselves 
recent  immigrants  who  lack  the  skill  to  nego- 
tiate the  political  maze.  They  must  get  per- 
mission from  the  principal  and  the  bilingual 

Parents  who  want  to  remove  their 
children  from  bilingual  classes 
get^bureaucratic  runaround. 

coordinator,  who  do  not  want  to  lose  the 
extra  funds  that  flow  to  bilingual  classrooms. 
And  a  shrinkage  of  the  bilingual  enrollment 
would  mean  fewer  jobs  for  bilingual  teachers. 

The  federal  government  spends  "only" 
$150  million  on  bilingual  education,  but  the 
nation  spends  $5.5  billion.  (New  York  City 
alone  spends  $400  million.)  Yet  bilingual 
education  has  failed  Hispanic  students  (chil- 
dren from  other  ethnic  groups  enroll  mainly 
in  esl  because  of  a  shortage  of  teachers  in 
the  many  other  languages  spoken  by  new- 
comers). Among  youngsters  16  to  24  years 
of  age,  precisely  the  group  likeliest  to  have 
experienced  bilingual  education,  the  dropout 
rate  for  Hispanics  is  30%,  more  than  double 
the  rate  for  blacks  and  four  times  the  rate 
for  whites. 

The  parents  in  Brooklyn  and  Los  Angeles 
say  that  their  children  need  to  learn  English. 
They  are  more  qualified  to  judge  than  are 
the  educators  and  judges  who  have  built  the 
"bilingual  prison."  WBM 
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There's  blood  and  gore  galore,  and  kids  love  it.  Sony's 
new  PlayStation  is  thwacking  its  videogame  competitors. 


Take  that, 
Nintendo 


By  Robert  La  Franco 

Andrea  Kathol,  9,  jabs  furiously  at 
the  control  pad  attached  to  a  Sony 
PlayStation.  On  a  TV  screen,  Sheeva, 
an  androgynous  alien  warrior  with 
four  arms  and  three-fingered  claws  for 
hands,  strikes  at  Liu  Kang,  a  martial 
arts  fighter  in  the  Mortal  Kombat  3 
videogame.  With  every  jab  comes  a 
stereophonic  "thwack"  and  bright 
red  spurts  from  Lang's  head.  Stunned 
but  standing,  Lang  fights  back,  en- 
gulfing Sheeva  in  a  fireball,  as  the 


room  fills  with  synthesized  screams. 

Disgusting?  The  kids  eat  it  up.  "I 
love  making  them  explode,"  chuckles 
Andrea,  interviewed  by  FORBES  at  an 
Electronic  Boutique  store  in  Los  An- 
geles. "You  can  really  see  the  bones 
and  blood." 

And  the  money.  PlayStation  and 
the  games  it  plays  are  a  bonanza  for 
Sony  Computer  Entertainment 
America.  Laying  on  the  gore  and  the 
violence,  Sony's  compact  disk-based 


PlayStation  has  captured  20%  of  the 
console  game  business,  estimated  by 
Port  Washington,  N.Y. -based  NPD 
Group  at  S3.1  billion  (retail  sales). 

The  PlayStation  cost  an  estimated 
$500  million  to  develop.  It  w  ill  bring 
in  $700  million  in  revenues  in  fiscal 
1996  and  about  $70  million  in  profit. 

It's  a  welcome  respite  for  Sony 
from  an  unbroken  series  of  mishaps, 
starting  w  ith  the  big  losses  at  its  Hol- 
lywood operation  and  the  shakeup  of 
its  American  management  team.  The 
game  system  contributes  only  a  small 
part  of  Sony's  $45  billion  in  revenues, 
but  a  recent  Bear,  Stearns  report  fig- 
ures PlayStation  is  more  valuable  to 
Sony's  shareholders  than  the  compa- 
ny's $3  billion  (revenues)  motion  pic- 
ture group. 

In  launching  PlayStation,  Sony 
made  all  the  right  moves.  To  ensure 
there  w  ere  plenty  of  games  to  play  on 
their  new  product,  PlayStation's  cre- 
ators aligned  themselves  with  inde- 
pendent videogame  producers  such  as 
Electronic  Arts,  Psygnosis,  Namco 
and   Acclaim    Entertainment.  The 
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Exceptional  character. 


Since  1874,  PIAGET  watches  have  been  manu- 
factured in  our  own  workshops  in  Switzerland. 
They  are  made  exclusively  of  gold  or  platinum. 


JOAILLIER  EN  HORLOGERIE 


PRINCESS  JEWELS  COLLECTION:  Beverly  Hills,  CA,  310-276-5556 


Maitres  Artisans  d'Horlogerie 

SUISSE 


The  Admiral's  Cup  Chrono  -  simply  one  of  the  most  distinctive  and  elegant  sport  watches  in  the  world. 

Shown  in  solid  stainless  steel  Richly  enameled  nautical  pennants  mark  the  hours  Automatic  movement  with  full  chronograph  function 
Water  resistant  Registered  model  Also  available  by  special  order  in  18K  white  gold,  and  two-tone  stainless  steel. 


PRINCESS  JEWELS  COLLECTION:  Beverly  Hills,  CA,  310-276-5556 


PlayStation  team  set  up  a  retail  chan- 
nel separate  from  Sony's  consumer 
electronics  sales  force  and  marketed 
the  PlayStation  as  a  hip  and  powerful 
alternative  to  the  outdated  Nintendo 
and  Sega  cartridge  player  systems. 

When  PlayStation  was  launched 
last  fall,  the  machines  were  priced  at 
$300;  it  offered  55  games  in  its  first 
four  months.  That  zapped  the  Sega 
Saturn,  another  disk  player,  out  six 
months  earlier  at  $400  and  just  10 
games.  PlayStation  also  blew  away 
SDO's  Multiplayer,  out  a  full  two 
years  before  at  $700.  "PlayStation 
won  the  battle  of  1995,"  says  William 
(Bing)  Gordon,  executive  vice  presi- 
dent of  Electronic  Aits. 

This  is  a  razor  and  blade  business. 
Sony  is  now  selling  five  pieces  of 
PlayStation  software  for  eveiy  one 
piece  of  hardware.  New  PlayStation 
games  are  pouring  forth  weekly. 

Software  is  the  real  moneymaker. 
The  disk  games  cost  Sony  only  $1  to 
make,  compared  with  the  $15  it  costs 
Nintendo  to  make  a  cartridge. 

Sony  doesn't  make  most  of  the 
games,  but  it  gets  a  fat  royalty — $9  on 
every  independently  produced  Play- 
Station game  sold.  Still,  Sony  has  pro- 
duced some  popular  games  of  its  own. 
NFL  Game  Day,  which  cost  Sony  less 
than  $2  million  to  develop,  has  so  far 
turned  more  than  $10  million  at  retail. 

Sony's  competitors,  of  course,  are 
preparing  to  counterattack.  Last 
month  Nintendo  unveiled  its  new 
Nintendo  64,  a  cartridge-based  sys- 
tem that  will  replace  the  six-year-old 
Super  Nintendo  system.  Nintendo  64 
boasts  double  the  processing  power 
of  Sony's  PlayStation  and  four  times 
that  of  Super  Nintendo. 

Keep  an  eye  out  for  the  M2,  a  disk- 
based  system  from  Matsushita  and 
3DO  that  will  equal  the  Nintendo 
64's  power.  But  Sony  plans  to  exploit 
its  lead.  Its  software  division  has  new 
products  of  its  own,  while  MGM  and 
Viacom  are  making  games  for  Play- 
Station, but  not  for  Nintendo,  Sega 
or  3DO.  SquareSoft,  a  Tokyo-based 
game  company,  recently  switched  al- 
liances from  Nintendo  to  Sony. 

"The  graphics  and  sound  are  much 
better  [on  PlayStation]  than  Super 
Nintendo,"  says  Andrea  Kathol  as  he 
scorches  the  evil  Sheeva.  After  being 
zapped  so  much  lately,  Sony  for  a 
change  is  enjoying  being  the  zapper.M 


Congress  has  loosened  the  FDA's  stranglehold 
on  the  export  of  American  medical  devices. 
Thousands  of  jobs  are  still  at  stake. 

It's  a  start 


By  Randall  Lane 


Interventional  Technologies'  dormant  Murrieta,  Calif,  plant 
A  stupid  U.S.  regulation  sent  jobs  to  Ireland. 


Robert  Reiss  stares  toward  his  ex- 
pensive new  factory  and  shakes  his 
head.  Owned  by  his  San  Diego-based 
Interventional  Technologies  and  de- 
signed to  produce  balloons  for  angio- 
plasty surgery,  it  stands  idle.  Yet  this  is 
just  what  San  Diego  wants:  plants  that 
produce  no  pollution  and  provide 
well-paying  jobs. 

As  the  California  facility  sits  idle, 
Interventional's  factory  in  Letter- 
kenny,  Ireland  is  going  full  tilt,  pro- 
ducing angioplasty  balloons  for  the 
European  market. 

Did  lower  wages  and  costs  drive 


Interventional  abroad?  No.  Presi- 
dent Reiss  says  Interventional's  costs 
are  roughly  the  same  in  Europe  as 
they  would  have  been  in  the  U.S.  It  is 
the  U.S.  Food  &  Drag  Administra- 
tion that  has  kept  the  San  Diego  plant 
closed. 

Buried  in  the  $160  billion  federal 
budget  compromise  hammered  out 
in  April  is  an  obscure  amendment 
that,  if  implemented  earlier,  would 
have  kept  those  jobs  at  home.  The 
new  law  erases  a  top  FDA  job-killer — a 
requirement  that  all  drugs  and  ad- 
vanced medical  devices  made  bv  U.S. 
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Sofamor  Danek 
Chairman 
Ronald  Pickard 
He  bypassed 
the  U.S.  market, 
yet  still  got 
tangled  in  FDA 
red  tape. 


companies  needed  approval  by  the 
FDA  even  if  the  products  were  intend- 
ed solely  for  the  export  market  and 
had  been  approved  by  regulators  in 
the  importing  countries.  No  FDA 
okay,  no  export.  "It  was  an  arrogant 
policy,"  says  Edward  Rozynski,  se- 
nior vice  president  of  the  Health  In- 
dustry Manufacturers  Association. 

And  a  costly  one. "Without  the  ex- 
port requirements,  we  wouldn't  have 
built  the  plant  in  Ireland,'"  says  Reiss. 

Ronald  Pickard  is  chairman  of 
Memphis-based  Sofamor  Danek 
Group,  which  makes  computer  sys- 
tems to  assist  brain  surgeons  and  de- 
vices to  correct  spinal  injuries.  Sofa- 
mor Danek  had  five  products  blocked 
from  export  by  the  FDA  over  the  past 
three  years.  Pickard  responded  by 
buying  a  small  French  firm  and  subse- 
quently added  300  jobs  there. 

The  law  recently  passed  by  Congress 
won't  bring  those  jobs  back  to  the  U.S., 
but,  says  Pickard,  it's  a  start  if  he's  ever 
to  expand  operations  in  the  U.S. 


"Without  regulator}'  delays,  it  will  ab- 
solutely change  our  thinking  about 
where  we  manufacture,"  he  says. 

The  fda's  power-hungry  comis- 
sioner,  David  Kessler,  dragged  his  feet 
on  the  new  bill,  but  he  was  no  match 
for  congressional  heavyweights  rang- 
ing from  Orrin  Hatch  to  John  Din- 
gell,  and  the  late  Commerce  Secretary 
Ron  Brown,  all  of  whom  put  Ameri- 
can jobs  ahead  of  FDA  imperialism.  All 
were  seemingly  impressed  by  a  study 
conducted  by  the  Wilkerson  Group 
for  the  Health  Industry  Manufactur- 
ers Association.  The  study  showed 
that  in  the  medical  device  industry 
alone,  roughly  10,000  jobs  a  year  are 
being  shipped  abroad.  The  number  is 
far  larger  for  drug  and  biotechnologv 
firms.  These  are  not  hamburger-Hip- 
ping jobs.  They  generally  pav  about 
$50,000  a  yean 

Ending  the  export-approval  re- 
quirement is  the  first  meaningful  FDA 
reform  provision  in  six  years,  but  it 
won't  by  itself  stop  the  job  exodus.  It 


still  takes  2.2  years  for  the  average  new 
medical  device  to  gain  FDA  approval, 
twice  as  long  as  it  took  four  years  ago. 
This  creates  a  situation  in  which  U.S. 
firms  introduce  virtually  all  of  their 
drugs  and  medical  devices  in  Europe. 
A  cycle  of  job  losses  follows.  "Almost 
100%  of  us  are  shifting  our  clinical 
trials  overseas,"  says  Thomas  Loarie, 
chairman  of  Kera Vision,  which  pro- 
duces an  eye  implant  designed  to 
correct  nearsightedness. 

Since  these  companies  find  that 
research  and  development  is  best 
done  near  to  where  the  clinical  trials 
are  conducted,  they  move  their  R&D 
abroad,  too.  Unless  something  is 
done  to  speed  up  the  FDA  approval 
process,  this  job  drain  will  continue. 

The  U.S.  still  has  a  $5.7  billion 
trade  surplus  in  medical  devices, 
and  another  $1  billion  in  pharma- 
ceuticals. But  this  surplus  looks 
likely  to  dwindle  as  long  as  Kess- 
ler's  power  grab  (Forbes,  Nov.  22, 
1993)  continues.  M 
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The  Vision 

We  approach  the  new 
century  with  the  vision 
of  a  dynamic  partner- 
ship between  cor- 
porate America  and 
630  private  colleges. 
This  partnership  will  develop 
collaborative  initiatives  that  will  spark 
colleges  into  looking  with  new  eyes  at 
how  better  to  serve  students,  business 
and  our  nation. 

These  measures  will  deal  with 
basics,  with  values,  with  cost  efficien- 
cies...with  the  future. 

When  implemented  successfully  in 
the  private  sector  of  higher  education, 
these  programs  will  serve  as  a  model 
for  all  of  higher  education. 


James  K.  Baker 
Chairman,  Foundation  for 
Independent  Higher  Education 
Vice  Chairman,  Arvin  Industries,  Inc. 


The  Foundation 
for  Independent 
Higher  Education 
offers  both 
a  vision  and  a 
challenge  to 
corporate 
America  this  year. 
The  response  will 
influence  the  nation 
well  into 
the  21st  century. 


ABOVE:  RUSSELL  SAGE  COLLEGE 

BELOW:  POMONA  COLLEGE  COVER:  COLBY  COLLEGE 


The  Challenge 

While  proud  that  ouji 
American  system  of! 
higher  education  is 
the  envy  of  the  worlq 
private  colleges  and 
universities  under- 
stand the  need  to  work  together  to 
ensure  the  quality  that  is  their  tradi- 
tion and  to  provide  access  for  the 
workforce  of  tomorrow.  In  1996  the 
Foundation  for  Independent  Higher 
Education  will  implement  ThePartne. 
ship  for  Private  Colleges,  which  inviri 
leaders  of  corporate  America  to  join 
with  their  counterparts  in  the  educate 
community  to  address  these  goals. 

The  Partnership  for  Private 
Colleges  m\\  support  efforts  by  memi 
ber  colleges  to  initiate  efficiencies  an! 
increase  effectiveness  through  technc 
ogy  and  collaboration.  It  will  make  re 
those  understood,  but  too-seldom 
demonstrated,  practical  advantages 
of  technology  and  collaboration — 
between  colleges  and  business  and 
among  colleges  themselves. 

Higher  education,  as  with  busines 
faces  the  inevitability  of  change.  We 
invite  corporations  to  work  together 
with  higher  education  to  shape  that 
change  through  The  Partnership  for 
Private  Colleges. 


Carole  B.  Whitcor 
President,  Foundation  i 
Independent  Higher  Educati 


invented 

dial  tone. 

(ALSO  phone,  transistor,  laser,  Telstar  satellite,  fiber-optic  cable, 

cellular,  voice  mail ) 

Have  won  awards.  (Nobel  etc.) 

Specialize  in  making  things  that  make  communications  work. 
Will  do  same  for  you. 

The  former  systems  and  technology  divisions  of  AT&T,  plus  Bell  Labs, 
now  Lucent  Technologies. 
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Private  colleges  and  universities 
are  doing  more  than  their  share 
to  meet  the  country's  growing 
need  for  an  educated  work- 
force. Although  they  enroll 
20%  of  all  students  in  higher  educa- 
tion, private  colleges  and  universities 
award  33%  of  all  bachelor's  degrees 
and  41%  of  all  master's  degrees,  with 
completion  rates  significantly  higher 
than  at  public  institutions. 

Private  colleges  and  universities 
have  long  distinguished  themselves  as 
the  training  ground  for  our  nation's 
leaders.  Of  the  32  American 
presidents  who  attended  college,  2 1 
went  to  private  institutions.  More 
than  half  of  the  country's  leading 
executives  received  an  undergraduate 
degree  from  an  independent  college 
or  university. 

Private  colleges  are  affordable. 
Those  charging  tuition  and  fees  less 
than  $8,000  a  year  are  three  times 
as  common  as  those  charging  more 
than  $16,000.  In  fact,  one-third  of 
private-college  students  between 
the  ages  of  18  and  24  come  from 
families  earning  less  than  $30,000 
a  year. 

Private  colleges  and  universities 
serve  Americans  from  every  kind  of 


The  Foundation  for 
Independent  Higher 
Education: 

•  Seeks  funding  to  help  ensure  the  future 
strength  of  private  higher  education; 

•  Provides  access  to  an  increasingly 
diverse  population  through  national 
scholarship  programs; 

•  Links  private  colleges  with  the  business 
community  through  collaborative 
programs  that  address  the  interests 
and  concerns  of  both;  and 

•  Offers  access  to  its  network  of  630 
institutions,  or  any  portion  thereof,  to 
implement,  publicize,  manage  and 
evaluate  corporate  philanthropic  pro- 
grams that  meet  business  objectives. 

i  


Although  they  enroll 
20%  of  all  students  in 

higher  education, 
private  colleges  and 

universities  award 
33%  of  all  bachelor's 
degrees  and  41%  of 
all  master's  degrees, 
with  completion  rates 

significantly 
higher  than  at  public 
institutions. 
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background.  While  they  enroll  a 
similar  percentage  of  minority 
students  as  do  their  public  counter-! 
parts,  they  retain  and  graduate 
minority  students  at  a  significantly 
higher  rate. 

The  cost  of  providing  an  educa- 
tion does  not  differ  appreciably 
between  public  and  private  colleges; 
however,  state  governments  subsidizi 
each  student  attending  a  public  instil 
tution  an  average  of  $5,600  per  yearj 
The  bottom  line  is  that  private 
colleges  save  American  taxpayers 
more  than  $12  billion  every  year. 

Corporate  Support 
Is  Essential 

Historically,  independent  colleges 
and  universities  have  benefited  from 
corporate  contributions  for  much  of 
their  private  gift  support.  In  recent 
decades,  however,  this  support  has 
eroded.  Today,  the  combination  of 
corporate  gift  and  state  tax  support 
favors  public  over  private  institution 
by  a  ratio  of  1 1  to  1 . 

The  coming  decades  will,  by 
all  projections,  be  a  period  in  which 
the  values,  perspectives  and  abilities 
nurtured  by  independent  colleges 
will  be  in  strong  demand.  If  private 
higher  education  is  to  continue  to 
flourish,  a  renewed  commitment 
from  the  corporate  community 
is  essential. 

Meeting  the  Challenge 
Through  the  Foundation 
For  Independent 
Higher  Education 

Corporate  America  demands  a 
significant  return  on  all  investments; 
including  those  made  through 
philanthropic  organizations. 
To  meet  this  expectation,  the 


We  all  know  that  the  cost  of  acquiring  maintenance  and  repair  items  is  too  high-often 
higher  than  the  cost  of  the  item  itself. 

Grainger  can  help  you  cut  that  cost  dramatically.  As  a  matter  of  fact,  we're  already  doing  it 
for  two  thirds  of  the  Fortune  100.  How?  Here  are  some  examples: 

We  supply  thousands  of  products-broad  selections,  many  lines-enabling  you  to  eliminate 
hundreds  of  suppliers  and  leverage  your  purchases  with  just  one.  Grainger. 

With  our  sophisticated  systems  and  error-free  ordering  processes,  we  can  help  you 
dramatically  reduce  your  inventory  cost. 

Through  Grainger  Consulting  Services,  we  can  even  help  you  re-engineer  your 
entire  materials  management  process  to  make  it  more  cost-effective.  And  your  people 
more  productive.   


Maybe  you  should  lake  advantage  of  our  experience  and  capabilities  GRAINGER 
to  achieve  your  cost  reduction  goals.  Call  1-800-905-3338  Ext.  1388. 


ittp://www.grainger.com 
5)1996  W.  W.  Grainger,  Inc. 


Industrial  and  Commercial 
Equipment  and  Supplies® 


Foundation  for  Independent  Higher 
Education  manages  national  scholar- 
ship programs  that  help  make  higher 
education  accessible  to  students  who 
otherwise  could  not  afford  to  attend. 
Through  internship  programs,  it 
seeks  to  prepare  today's  students  for 
tomorrow's  workplace.  By  fostering 
strategic  partnerships  between 
American  companies  and  its  member 
colleges,  the  Foundation  offers  an 
efficient  way  for  corporations  to 
meet  their  business,  human  resources 
and  social  objectives. 

Quality  Education  for 
America's  Future 

The  Foundation's  member  colleges 
represent  educational  values  that  are 
timely  as  well  as  timeless.  American 
business — and  American  society  as  a 
whole — has  a  perennial  need  for  indi- 
viduals with  intellectual  breadth,  lead- 
ership capabilities  and  a  strong  moral 
compass.  These  institutions  will  meet 
the  needs  of  future  generations  as 
surely  as  they  have  in  the  past. 

As  they  expand  into  global  mar- 
kets, American  corporations  require 
employees  and  leaders  who  can 
understand  the  "big  picture." 
According  to  John  F.  Raynolds  III, 
chairman  of  the  executive  search  firm 
Ward  Howell  International,  "The 
complexities  of  the  international 
marketplace  require  a  new  breed  of 
employee  today,  one  with  a  new 
multicultural  perspective.  With 
technologies  we  now  can't  even 
imagine  sure  to  be  commonplace  in 
a  few  years,  and  with  marketplaces 
spanning  the  globe,  we  need  people 
whose  educational  backgrounds 
are  broad  and  deep  enough  to 
enable  them  to  adapt  quickly, 
intelligently  and  sensitively  to  new 
global  demands." 


Collaboration  lies  at 
the  heart  of  the 
Foundation's 
approach.  It  forges 
strategic  ties  among 
its  member  colleges 
and  universities  as 
well  as  between 
these  institutions  and 
the  business 
and  philanthropic 
communities. 


Through  course  work  in  the 
liberal  arts  tradition,  study-abroad 
opportunities  and  activities  that 
instill  an  appreciation  for  differences 
of  culture,  race  and  religion,  private 
colleges  and  universities  introduce 
students  to  this  global  perspective. 

Member  institutions  emphasize 
teaching  and  learning,  while 
recognizing  the  value  of  research 
in  the  undergraduate  experience. 
Classes  are  typically  smaller,  more 
often  taught  by  professors  than  by 
teaching  assistants.  The  colleges 
pride  themselves  on  developing  the 
skills,  capabilities  and  confidence  of 
the  individual  student,  strongly 
emphasizing  clear  thinking  and 
effective  communication. 


Lucent  Technologies 

Lucent  Technologies  is  in  the  unique 
position  of  being  a  brand-new  company — 
with  a  127-year  legacy.  We  inherited 
from  AT&T  a  fervent  dedication  to 
education  and  lifelong  learning.  And  Bell 
Laboratories,  the  innovation  engine  of 
our  new  company,  has  a  long  and 
distinguished  record  of  partnerships  in 
higher  education. 

We  hope  to  continue  this  tradition  as 
we  move  forward.  Innovation  is  the 
lifeblood  of  our  business.  And  we  know 
we  cannot  continue  to  be  the  world's  best 
provider  of  communications  solutions 
without  the  "idea  machine"  of  a  diverse, 
well-educated  workforce. 

Our  dedication  to  "making  the  things 
that  make  communications  work"  rests 
not  only  on  technical  knowledge,  but  also 
on  critical  thinking,  problem  solving, 
communications  and  leadership  skills. 

We  will  continue  to  support  a  variety 
of  disciplines  and  look  for  ways  to 
increase  educational  opportunities  for 
women  and  minorities. 

So  Lucent  Technologies  salutes  the 
work  of  the  Foundation  for  Independent 
Higher  Education.  I  like  to  think  the 
partnership  of  business  and  higher 
education  has  helped  shape  and  sustain 
many  of  the  qualities  for  which  our  society 
is  universally  admired. 

Henry  B.  Schacht 
Chairman  and  CEO 


At  Ameritech,  we  don't  think 
you  should  need  an  engineering 
degree  to  use  communication  technology.  That's  why 
we  have  a  Human  Factors  department.  In  fact,  they 


IF  COMMUNICATION 


TECHNOLOGY  ISN'T 
THIS  EASY  TO  OPERATE, 


WE'VE  BLOWN  IT. 


test  our  products  and  services 
with  real  people  at  our  testing 
towns  with  one  purpose  in  mind.  Ensuring  that 
technology  makes  your  life  easier,  not  more  difficult. 


<Afnmtech 

Your  Link  to  Better 
Communication 


Visit  our  site  on  the  Internet 
www.ameritech.com 


In  today's 
complex  global 
environment 
you  need  an 
experienced 
investment 
partner  with 
the  proven 
capability  to 
discover 
promising 
opportunities 
around  the 
world. 


Fiduciary 


Trust 


International 


Serving 
the  global 
investment 
needs  of 
individuals 
and 

institutions 
since  1931. 


Fiduciary  Trust 
Company  international 

Two  World  Trade  Center 
New  York  NY  10048 

Inquiries: 

Henry  P  Johnson 
(212)  466-4100 

New  York  Washington  Miami  Los  Angeles  London  Geneva  Hong  Kong 
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The  Foundation's 
colleges  pride 
themselves  on 
developing  the  skills, 
capabilities  and 
confidence  of  the 
individual  student, 
strongly  emphasizing 
clear  thinking  and 
effective 
communication. 


Private  colleges  provide  opportu 
nities  for  students  to  appreciate  th( 
value  and  rewards  of  volunteerism 
and  to  develop  their  leadership 
skills.  They  foster  the  application 
of  ethical  standards  to  the 
responsibilities  of  leadership. 
Such  values  are  reinforced  through 
the  curriculum  and  reaffirmed  in  tl| 
very  mission  of  these  colleges. 
"When  I  graduated  from  Wabash 
College  in  1957,  who  could  have 
anticipated  what  our  world  would  I 
like  today?"  reflects  Robert  E.  Alle] 


The  38  State  and 

Regional  Funds 
of  the  Foundation 
for  Independent 
Higher  Education 

Alabama  Association  of  Independent  Colleges 

and  Universities 
Independent  College  Fund  of  Arkansas 
Independent  Colleges  of  Northern  California,  Inc. 
Independent  Colleges  of  Southern  California,  Inc. 
Independent  Higher  Education  of  Colorado  Fund 
Florida  Independent  College  Fund 
Georgia  Foundation  for  Independent  Colleges,  Inc. 
Associated  Colleges  of  Illinois,  Inc. 
Independent  Colleges  of  Indiana  Foundation 
Iowa  College  Foundation 
Kansas  Independent  College  Fund 
Kentucky  Independent  College  Fund,  Inc. 
Louisiana  Independent  College  Fund,  Inc. 
Independent  College  Fund  of  Maryland 
Michigan  Colleges  Foundation 
Minnesota  Private  College  Fund 
Mississippi  Foundation  of  Independent 

Colleges,  Inc. 
Missouri  Colleges  Fund,  Inc. 
Nebraska  Independent  College  Foundation,  Inc. 
New  England  Colleges  Fund,  Inc. 
Independent  College  Fund  of  New  Jersey 
New  Mexico  Independent  College  Fund,  Inc. 
Independent  College  Fund  of  New  York,  Inc. 
Independent  College  Fund  of  North  Carolina,  Inc. 
North  Dakota  Independent  College  Fund 
The  Ohio  Foundation  of  Independent  Colleges,  Inc 
Oklahoma  Independent  College  Foundation,  Inc. 
Oregon  Independent  College  Foundation,  Inc. 
Foundation  for  Independent  Colleges,  Inc. 

of  Pennsylvania 
South  Carolina  Foundation  of  Independent 

Colleges,  Inc. 
South  Dakota  Foundation  of  Independent  Colleges 
The  Tennessee  Foundation  for 

Independent  Colleges 
Texas  Independent  College  Fund 
Virginia  Foundation  for  Independent  Colleges 
Independent  Colleges  of  Washington 
West  Virginia  Foundation  for  Independent 

Colleges,  Inc. 
Western  Independent  Colleges  Fund,  Inc. 
Wisconsin  Foundation  for  Independent 

Colleges,  Inc. 


Even  then,  people  asked  if  we 
had  the  whosy  whatsit  that  connects 
to  the  watchamacallit 


1 1  M  »e've  been  helping  people  with  personal  electronics  since  before  there  was  a  personal  electronics  indus- 
I  if  If  try!  Whether  you  need  a  tube  for  your  vintage  radio,  something  to  clear  up  your  TV  reception,  advice 
>n  putting  together  a  home  theater  system,  or  a  place  to  get  your    S  \ 

)ut-of-warranty  electronics  repaired,  help  is  as  close  as  your  nearby  (JRl  )  RclCilOShclCBC 

tadioShack.  We've  got  the  products,  the  parts  and  the  people  to  help  \buVe  got  questions, 

ou  put  it  all  together.  For  a  store  near  you,  call  1  -800-THE-SHACK.  We've  got  answers.® 


This  generation 
will  be 

"Corporate 
America"  by  the 
year  2000.  We're 

here  to  help 
them  get  ready. 

Widener 

UNIVERSITY 

W4»  lake  your  education  personally. 


Chester,  Pennsylvania 
Wilmington.  Delaware 
Harrisburg,  Pennsylvania 


Certificate,  Associate's. 

Bachelor's,  Master's 
and  Doctoral  Programs 


^.  Academic  Qual 
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Free  Etrterprise 


College  of  the  Southwest 


America's  College 


One  of '100  Best  College  Buys' 
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The  Foundation  for 
Independent  Higher 
Education  is 
dedicated  to  ensuring 
that  the  opportunity 
to  benefit  from  a 

private  college 
education  will  be 
available  to 
students  in  the 
century  ahead. 


chairman  and  CEO  of  AT&T.  "If 
ever  we  needed  leaders — in  every 
sector  of  our  society— who  are 
endowed  with  breadth  of  vision  and 
flexibility  of  mind,  but  with 
stubborn  adherence  to  integrity,  it 
now.  From  my  own  experience, 
private,  liberal  arts  colleges  produc 
men  and  women  who  are  of  'full 
measure'  in  their  knowledge,  their 
ethics  and  their  humanity." 

Independent  institutions  can 
readily  react  to  their  students'  chang 
ing  needs.  They  serve  as  laboratorie 
for  curriculum  development,  creatini 
innovations  that  benefit  all  of  highei 
education.  "One  distinction  of 
independent  universities  and 
colleges,"  says  John  W.  Rogers  Jr., 
president  of  Ariel  Capital 
Management,  Inc.,  "is  their  flexibilit 
and  quickness  in  responding  to 


Ameritech 

During  this  period  of  technological  inno- 
vation and  rapid  social  and  economic 
change,  the  value  of  higher  education  has 
never  been  more  apparent.  That  is  why 
Ameritech  works  so  hard  to  help  colleges 
and  universities  enhance  the  quality  of 
their  offerings  and  reach  more  students. 
Over  the  past  five  years,  we  have  commit- 
ted more  than  $60  million  in  matching 
gifts  and  grants  to  higher  education. 
We're  particularly  proud  of  our  association! 
with  the  Foundation  for  Independent 
Higher  Education  and  our  joint  efforts 
to  harness  the  power  of  technology  to 
support  educational  excellence. 

Our  Ameritech  Partnership  Award  is 
one  way  we're  helping  independent 
colleges  flourish  in  the  information  age. 
Each  year  ten  colleges  from  the  Midwest 
win  these  awards  for  proposing  innovative 
ways  to  advance  telecommunications 
technologies  on  their  campuses.  The 
success  of  this  exciting  program  and  the 
multitude  of  great  ideas  it  generates 
provide  powerful  evidence  of  the  strength 
of  higher  education  today. 

Richard  C.  Notebaeri 
Chairman  and  CEO 


6610  Lovington  Highway 
Hobbs,  New  Mexico  88240 
800-530-4400 


There  are  thousands  of  eager  college 
students  out  there  with  their  eyes  on  your  jol 
Here's  why  you  should  give  them  a  hand. 

Today's  college  students  are  tomorrow's  business  leaders,  so  we  need  to 
make  sure  they  get  the  best  education  possible.  One  way  is  to  support  the 
Foundation  for  Independent  Higher  Education,  which  provides  financial 
support  to  630  private  colleges  and  institutions.  Thousands  of  students 
each  year,  including  630  UPS  Scholars,  count  on  the  Foundation  for  financial 
assistance  so  they  can  experience  firsthand  the  benefits  associated  with 
private  colleges,  such  as  smaller  classes  and  more  innovative  course  study. 
And  with  the  cost  of  college  today,  your  support  is  more  important  than 
ever.  After  all,  what  you're  really  investing  in  is  your  company's  future. 
please  support  THE  FOUNDATION  FOR  INDEPENDENT  HIGHER  EDUCATION. 

OpS 
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change.  Without  the  monolith  of 
the  government-imposed  bureau- 
cracy found  at  the  state  colleges,  inde- 
pendent colleges  can  be  proactive  in 
the  programs,  classes  and  activities 
they  offer.  This  will  grow  in  impor- 
tance as  the  needs  and  interests  of 
their  students — and  the  business 
community — continue  to  change." 

Forming  Strategic  Ties 

Collaboration  lies  at  the  heart  of 
the  Foundation's  approach.  It 
forges  strategic  ties  among  its 
member  colleges  and  universities 
as  well  as  between  these  institutions 
and  the  business  and  philanthropic 
communities. 

The  end  of  the  century  brings  new 
suggestions  of  ways  to  strengthen  pri- 
vate colleges  and  universities  through 
the  use  of  technology  and  through 


n  »  mm 

Colleges 

Iftwersities 

One-third  of  private 

college  students 
between  the  ages  of 
18  and  24  come  from 
families  earning  less 
than  S30,000  a  year. 


MT.  UNION  COLLEGE 
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collaboration.  The  wave  of  reengi- 
neering  that  has  swept  through  the 
corporate  world  has  reached  colleges 
as  well.  One  example:  In  the  past- 
year,  five  of  the  Foundation's  membe. 
institutions  in  Ohio — -the  College  of 
Wooster,  Denison  University,  Kenyo 
College,  Oberlin  College  and  Ohio 
Wesleyan  University — established  a 
consortium  to  pursue  avenues  of 
cooperation  and  collaboration  in  sue 
areas  as  library  acquisitions  and 
administrative  services. 

"This  collaborative  effort  has  two 
major  virtues,"  explains  Thomas  B.  j 
Courtice,  president  of  Ohio  Wesleyai 
"On  the  one  hand,  we  expect  to 
reduce  expenses  through  economies 
of  scale.  On  the  other  hand,  by  look) 
ing  to  the  future  together,  we  have  a  | 
very  real  chance  to  enhance  program) 
that  are  already  first-rate." 


pi 


)  The  two  goals  of  efficiency  and 
Wity  are  shared  by  member  insti ru- 
tins, and  the  Ohio  consortium  is  but 
02  of  many  models  for  other  sets  of 
a  leges  to  consider. 

Ensuring  the  Future 

e  Foundation  for  Independent 
;  ?her  Education  is  dedicated  to 


UPS  of  America 

rivate  colleges  and  universities  are  a 
!  recious  national  resource.  They  open 
oors  for  millions  of  young  people  and 
ontribute  mightily  to  our  culture,  econo- 
\  ly  and  government.  They're  part  of  the 
'ibric  that  makes  our  nation  strong  and 
Hse. .  .We  must  not  take  them  for  granted. 

Kent  C.  Nelson 
Chairman  and  CEO 


Fiduciary  Trust 
International 

)\  65  years,  Fiduciary  Trust  International 
is  been  committed  to  providing  invest- 
lent  excellence  and  a  high  level  of 
;rvice  to  our  clients,  many  of  which  are 
fucational  institutions.  As  the  president 
our  firm,  I  am  acutely  aware  of  the 
eat  responsibility  entrusted  to  our 
ganization,  for  in  managing  the  assets 
at  represent  the  endowments  of 
(dependent  schools,  colleges  and 
niversities,  we  are  asked  to  share  in  the 
isponsibility  for  the  futures  of  these 
stitutions  and  the  students  who  attend 
jnd  benefit  from  them. 
I  We  see  our  role  as  even  more  critical 
.  day,  as  educational  institutions  are  faced 
Kith  spiraling  costs  and  applicants  who 
Jire  increasingly  dependent  on  financial 
I'd.  Now  more  than  ever,  our  educational 
J  ients  look  to  us  as  a  partner, 
Tiderstanding  that  Fiduciary  Trust's  long 
cjtstory  of  working  with  educational 
destitutions  is  grounded  in  the  firm  belief 
J; at  together  we  can  ensure  the  long-term 
I  ability  of  these  resources  for  America's 
:  ompetitive  future. 

AnneM.  Tatlock 
President 


ensuring  that  the  opportunity  to 
benefit  from  a  private  college  educa- 
tion will  be  available  to  students  in  the 
century  ahead.  It  is  committed  to  sus- 
taining the  institutional  leadership  that 
independent  colleges  have  traditionally 
supplied.  In  equal  measure,  it  is  dedi- 
cated to  helping  corporate  donors  fully 
achieve  their  philanthropic  goals. 


The  natural  partnership  that 
exists  between  private  enterprise  and 
private  higher  education  has  long 
helped  to  strengthen  both  parties, 
thereby  yielding  enormous  dividends 
to  society  at  large.  Like  all  relation- 
ships, it  is  a  partnership  requiring 
periodic  renewal  and  rededication. 
The  Foundation  is  committed  to 


Yes 


Preserve  and  enrich 
those  institutions 
that  educate  a  high 
percentage  of  our 
country's  leaders! 


Arvin  is  plugged  into  the 
Foundation  for  Independent 
Higher  Education! 
FIHE  represents  the  finest 
non-tax  supported  colleges 
in  America .  These  628 
colleges  deserve  the  financial 
support  of  every  company 
in  America. 


The  Foundation  for  Independent 
Higher  Education 


ARVI/V 


Arvin  Industries,  Inc.  •  Box  3000  •  Columbus,  IN  47202-3000  •  812-379-3000 


Davis  &  Elkins 


A  College  of  Traditions, 
Values,  Success 

•  Ranks  13th  in  academic  reputation 
among  129  southern  liberal  arts  colleges 

(US.  News  &  World  Report  1995) 

•  Award-winning  academic 

support  programs 
•  Honors  Program 
•  Choice  of  32  majors 

The  setting  is  peaceful  and  safe, 
yet  stimulating. 
Skiing  and  other  outdoor 
recreational  opportunities  abound. 

For  information,  to  request  a  video 
and  plan  a  visit  contact:  Office  of  Admissions 

Davis  &  Elkins  College  •  100  Campus  Drive 

Elkins,  WV  26241  •  1-800^24-3157 


BRIDGING 
THE  FUTURE 


Davis  &  Elkins  is  an  affirmative  action, 
equal  opportunity  institution. 


The  Independent  Higher 
Education  Network  is  now 
located  on  the  World  Wide 
Web  at  http://www.fihe.org/ 

•  Private  college  facts 

•  Directory  of  630  colleges 

•  Corporate  programs 

•  Financial  aid  resources 


UNIVERSITY  OF  ST.  THOMAS 


DePauw 

UNIVERSITY 


Preparing 

Leaders 

for 

the  future 


Hffil 

DEPAUW 

UNIVERSITY 


DePauw  University 
Greencastle,  Indiana  46135-0037 

(800)  446-5298 
Call  for  an  Admission  Prospectus. 
http://www.depauw.edu 


Stephen  W.  Sanger 

1968  graduate  of  DePauw  University 
Chairman  of  the  Board  and 
Chief  Executive  Officer 
General  Mills,  Inc. 

"In  an  era  when  it  seems  everything 
around  us  is  becoming  narrower,  more 
specialized  and  more  technical,  it  is 
critically  important  that  we  develop 
leaders  in  business  and  science  who 
possess  the  broader  view  and  balance 
engendered  by  the  kind  of  liberal  arts 
education  provided  at  DePauw 
University." 

Standard  &  Poor's  ranks  DePauw 
University  eighth  in  the  nation  and 
first  in  the  Midwest  among  private, 
liberal  arts  colleges  as  the  under- 
graduate source  of  the  nation's  top 
business  executives. 


Auvtri  I  IbtlVItfM  I  1 


fostering  this  renewal  so  that  a  vital 
national  resource — our  sector  of 
private  higher  education — will 
continue  to  flourish  and  serve  furun 
generations  of  Americans. 

For  further  information  about  the 
Foundation  and  its  activities,  contad 
The  Foundation  for 
Independent  Higher  Education 

Eleven  South  LaSalle  St.,  Suite  173 
Chicago,  IL  60603 
Phone:  (800)  701-0833 
Fax:  (312)  849-9151 
E-mail:  whitcomb@fihe.org 


J 


Tandy  Corporation 

While  accomplishments  on  the  playing 
field  generate  a  lot  of  attention  and 
support,  we  believe  that  recognizing 
America's  "Champions  of  the  Classroom 
is  vital  in  fostering  a  stronger,  smarter 
future  for  our  nation.  It  was  in  this  spirit 
that  Tandy  Corporation  and  Texas 
Christian  University  formed  an  alliance  tc 
create  the  Tandy  Technology  Scholars 
program.  Each  year,  the  program  awards 
the  Tandy  Prize — which  includes 
$350,000  in  scholarships  and  stipends— 
to  honor  outstanding  achievement  by 
students  and  teachers  in  mathematics, 
science  and  computer  science. 

The  program  is  funded  by  Tandy 
Corporation,  administered  by  Texas 
Christian  University  and  endorsed  by  the 
National  Association  of  Secondary  Schoa 
Principals.  T.C.U.,  in  its  partnership  with 
Tandy,  ensures  that  the  program's  goals  o 
educational  excellence  meet  the  highest 
levels  of  academic  integrity.  More  than 
76%  of  all  U.S.  high  schools  are  enrollec 
in  the  program. 

This  program  makes  sense  for  Tandy 
Corporation.  As  the  parent  company  of 
The  RadioShackSM,  Computer  City®  and 
Incredible  Universe®  retail  chains, 
technology  is  obviously  important  to  our 
future.  We  are  proud  to  be  the  first  with 
such  an  initiative,  and  hope  it  can  serve 
as  a  model  of  how  companies  can  use 
their  strengths  to  develop  creative  new 
ways  to  support  higher  education. 

John  V.  Roac 
Chairman  and  CE 


first  woman  to  chair  the  federal 
commodity  futures  trading  commission  and  a 
jOVERNOR  of  the  federal  reserve  board  • 

PULITZER  PRIZE  winner  for  'night  mother 
and  TONY  AWARD  winner  for  the  secret  garden  • 

SOUTH  CAROLINA  STATE  SUPREME  COURT 

USTICE  .  DIRECTOR  of  the  asia 

PROGRAM  FOR  THE  WOODROW  WILSON 
INTERNATIONAL  CENTER  FOR  SCHOLARS  • 
FIRST  WOMAN  PRESIDENT  OF  THE  AMERICAN  ACADEMY 

OF  PEDIATRICS  •  AGNES  SCOTT  PRESIDENT- 
GEORGIA'S  FIRST  FEMALE  RHODES  SCHOLAR* 

FIRST  WOMAN  TO  BE  ORDAINED  A  MINISTER  OF 
THE  PRESBYTERIAN  CHURCH,  U.S.  • 

LEAD  ENGINEER  fornasa 


AGNES  SCOTT 
COLLEGE 

EDUCATING    WOMEN    FOR  LEADERSHIP 

Agnes  Scott  College,  Decatur,  Georgia  1.800.868.8602 
E.Mail  (admission@asc.scottlan.edu) 
World  WideWeh  (http://www.scottlan.edu) 
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good  thing  ? 

The  category  killers,  those  monster  stores  that  stock  miles  of  everything, 
are  retailing's  hot  number.  In  our  view,  they're  too  hot. 


By  Gretchen  Morgenson 

SAY  "CATEGORY  KILLER"  and  Wall 
Street  salutes.  Stores  the  size  of  air- 
plane hangars  stocked  with  every  con- 
ceivable variety  of  a  particular  line  of 
(merchandise  but  little  else:  clones  of 
Toys  "R"  Us,  Home  Depot,  Bed 
Bath  &  Beyond.  Investors  love  them. 
Underwriters  rush  to  bring  them  to 
market. 

American  shoppers  know  what  they 
llike  best  in  retail  stores:  whatever's 
.fresh  and  new.  Investors  in  retail 
Istocks  like  something  else  entirely: 
whatever  has  been  done,  with  success, 
many  times  before.  Sometimes  these 
disparate  visions  come  together  to 
make  everyone  happy.  This  has  cer- 
tainly been  true  of  the  category  killers. 

Sales  at  Home  Depot,  the  quintes- 
sential category  killer,  which  sells 
home  improvement  gear  to  do-it- 
yourselfers,  have  grown  36%  annually 
over  the  past  decade,  to  $15.5  billion 
last  year.  Earnings  have  risen  57%  per 
y  year  and  the  number  of  its  stores  has 
more  than  doubled  since  1990.  The 
stock  has  gone  from  a  split-adjusted 
3/ie  in  1981  to  52V8  recently.  After 
more  than  ten  years  of  growth  and 
expansion,  the  stock  trades  at  34 
times  earnings,  a  hefty  premium  to 
the  market  multiple  of  19. 


Home  Depot's  success  has  begot- 
ten many  imitators;  in  home  im- 
provement alone,  12  major  stocked- 
to-the-rafters  retailers  battle  it  out  for 
the  consumer  dollar  nationwide. 
Now  big-box  stores,  as  they  are 
known,  specialize  in  books,  baby 
gear,  electronics,  linens  and  towels, 
party  goods,  athletic  shoes,  even  pet 
paraphernalia. 

Category  killers  have  brightened  an 
otherwise  dreary  retailing  scene  in  the 
1990s.  They  generated  about  $550 
billion  in  sales  last  year,  a  third  of  total 
retail  sales  nationwide. 

But  by  its  very  nature,  disposable 
income  is  fickle.  The  customers  can 
spend  it  any  way  they  like.  What  they 
like  changes  constantly.  The  category 
killers  were  at  first  a  great  novelty, 
then  a  convenience.  Now  there  are 
signs  they  are  becoming  something  of 
a  bore . 

Even  as  Wall  Street  brings  new  and 
narrower  category  killers  public,  even 
as  existing  companies'  stores  prolifer- 
ate, there  are  signs  that  the  boom  is 
over.  Sales  growth  is  way  down  at 
even  the  top  players,  margins  are  de- 
clining or  stagnant  and  inventory 
turns  are  slowing.  What's  more,  shop- 
pers are  telling  market  researchers 


that  they're  going  to  spend  less  time 
and  money  shopping  this  year,  partic- 
ularly at  category  killers. 

At  half  of  the  best-known  killers, 
sales  per  square  foot  are  trending 
down.  While  Home  Depot's  sales  per 
square  foot  grew  bv  11%,  2.8%  and 
1.5%  in  1992,  1993  and  1994,  last 
year  they  fell  3.5%.  In  stores  where 
these  sales  are  rising,  recent  increases 
are  below  levels  of  a  few  years  ago. 

A  shakeout  is  looming.  It  will  be 
felt  in  real  estate  values,  and  by  manu- 
facturers that  supply  the  stores,  as  w  ell 
as  by  investors.  Some  of  these  stocks 
trade  at  price/earnings  ratios  of  50 
and  81 :  Bed  Bath  &  Beyond  and  Just 
For  Feet.  The  future  growth  that  is 
built  into  these  prices  may  never  hap- 
pen (see  tabic,  p.  118). 

No  business  has  escaped  the  cate- 
gory toilers.  Take  Garden  Ridge 
Corp.,  the  Houston-based  retailer 
that  came  public  one  year  ago  at  $15, 
giving  the  company  a  market  capital- 
ization at  birth  of  $43.5  million.  It 
quickly  climbed  to  58  a  share,  62 
times  earnings. 

What's  Garden  Ridge's  category? 
Candles.  It  sells  more  than  4,000 
kinds  of  candles,  3,000  styles  of  bas- 
kets,  silk   flowers   and  decorative 
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housewares.  The  company,  which  did 
$148  million  in  sales  last  year,  will 
double  the  number  of  125,000- 
square-foot  stores  it  operates  to  26  by 
the  end  of  1997. 

You  can  get  much  of  what  Garden 
Ridge  sells  at  hundreds  of  other  retail- 
ers nationwide.  Maybe  not  80,000 
offerings  under  one  mammoth  roof- — 
but  picture  frames,  candles,  baskets 


and  party  goods  are  not  hard  to  find 
even  in  small-town  America.  Once  or 
twice,  a  visit  to  one  of  its  stores  is  a 
novelty.  After  that?  How  far  will  you 
drive  to  buy  candles? 

Garden  Ridge  management  chose 
not  to  talk  to  Forbes,  saying  that  they 
were  still  in  the  quiet  period  from 
their  secondary  offering.  We  noted, 
though,  that  the  company's  operating 


margin  dipped  from  8%  last  year  to 
7.6%  in  fiscal  1996  (which  ended  Jan. 
28),  and  that  its  inventories  turned 
5.3  times  in  fiscal  1996,  down  from  6 
times  a  year  earlier. 

What  is  happening  at  Garden  Ridge 
is  mirrored  at  many  big-box  retailers, 
established  or  new.  (See  charts,  below.) 
Bed  Bath  &  Beyond,  Staples,  Toys 
"R"  Us,  Home  Depot,  electronics 


Slowdown 

Declining 
inventory  turns 
and  lower  sales 
per  square  foot 
point  to  shopper  ennui 
and  dropping  profits 
at  superstores. 
And  these  chains 
are  increasingly 
competing  with 
themselves. 


1  16 
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giants  Circuit  City  Stores  and  Best 
Buy,  Sports  Authority,  Just  For  Feet, 
Baby  Superstore,  Barnes  &  Noble — 
all  have  slowing  inventory  turns,  a 
good  indication  that  shoppers  are  ei- 
ther staying  home  or  are  bored  with 
their  choices. 

Gross  and  net  margins  are  under 
pressure  at  many  of  these  retailers  as 
well,  thanks  largely  to  other  folks 


crowding  the  field.  Rare  is  the  cate- 
gory killer  that  has  killed  off  its  last 
competitor.  Staples,  an  office  sup- 
plies retailer,  competes  with  mega- 
stores  OfficeMax  and  Office  Depot 
as  well  as  hundreds  of  smaller  sta- 
tioners and  mass  merchandisers.  Cir- 
cuit City  sells  electronics  alongside 
Best  Buy,  Good  Guys,  Wal-Mart, 
Sears  and  others;  Barnes  &  Noble 


bumps  up  against  Borders  and 
Crown  Books;  Sports  Authority  has 
to  play  ball  with  Sports  &  Recrea- 
tion, Sports  Mart,  Sports  Chalet  and 
Sports  Champ — all  superstores. 

Okay,  a  big  region  might  support  a 
super  bookstore  or  a  super  sports 
equipment  store.  But  two  or  three? 
These  stores  are  increasingly  compet- 
ing with  themselves.  In  its  most  re- 
cent financials,  the  Sports  Authority 
(Forbes,  Apr.  22)  noted  that  nearly 
70%  of  its  new  stores  for  1996  and 
1997  would  open  in  markets  where  it 
already  has  a  presence.  A  saturated 
market. 

This  is  very  different  from  the  early 
days  of  category  killers.  In  the  mid- 
1980s,  when  most  of  the  established 
megastores  were  just  starting  out,  they 
could  differentiate  themselves  from 
smaller  retail  outfits  by  offering  lower 
prices  and  larger  selection.  Buying  in 
massive  quantity,  they  could  purchase 
towels  and  tennis  rackets,  candles  and 
toys  cheaper  than  other  mass  mer- 
chants who  moved  smaller  volumes  in 
that  category.  They  also  wiped  the 
floor  with  small  specialty  shops. 

"•Most  of  the  initial  growth  among 
category  killers  came  at  the  expense  of 
inefficient,  smaller  retailers,"  says 
Therese  Byrne,  editor  of  Retail  Max- 
im, a  newsletter  reporting  on  retail 
and  real  estate  issues.  "Those  days  are 
over.  Their  margins  have  gotten  thin- 
ner and  thinner." 

Toys  "R"  Us  may  well  have  been 
the  first  big  category  killer,  and  it  has 
been  a  brilliant  success.  But  in  1988  it 
generated  6.7%  net;  this  year  it  netted 
only  1.6%.  Circuit  City,  the  nation's 
largest  electronics  retailer,  enjoyed 
net  margins  of  4%  in  1988;  today  they 
come  in  around  2.5%.  Bed  Bath  & 
Beyond,  a  stock  market  darling,  has 


Forbes  ■  June  3,  1996 


117 


seen  its  margins  sink  from  7.7%  in 
1990  to  around  6.5%  today. 

Last  year  there  were  19  square  feet 
of  selling  space  for  every  man,  woman 
and  child  in  the  nation.  Twenty  years 
ago  there  were  less  than  11  feet.  In 
these  20  years  real  wages  haven't 
gained  much.  So  where  is  the  trade  to 
support  all  this  space? 

Ron  Pastore,  a  vice  president  at  the 
real  estate  investment  firm  of  AEW 
Inc.,  in  Boston,  says  most  of  the  new 
space  is  being  built  by  the  category 
killers.  Between  1992  and  1994,  55% 
of  new  retail  space  was  put  up  by  big- 
box  stores;  in  1994,  the  most  recent 
year  for  which  statistics  are  available, 
80%  of  new  stores  were  category  kill- 
ers. "All  this  growth  is  finally  eoming 
home    to    roost, "    says  Pastore. 


"There's  just  so  much  market  share 
you  can  steal  from  other  people." 

Wall  Street  isn't  listening.  It  con- 
tinues to  lavish  money  on  the  big- 
boxes.  Baby  Superstore  plans  to  add 
another  22  stores  this  year,  for  a  total 
of  85,  while  Bed  Bath  &  Beyond  will 
add  about  1  million  square  feet  to  its 
3.2-million-square-foot  retail  empire 
this  year.  This,  in  spite  of  the  fact  that 
infant  births  are  expected  to  be  flat  or 
declining  for  the  coming  years. 

Kurt  Salmon  Associates,  a  retail 
consulting  firm,  surveyed  1,000  con- 
sumers about  their  shopping  at  the 
end  of  last  year.  Almost  half  the  re- 
spondents said  they  will  shop  less  in 
1996  because  "it  takes  too  long  to  get 
things  done."  Fifty-three  percent  of 
those  surveyed  said  they  were  shop- 


ping less  to  save  time,  and  30%  said 
they  expect  to  spend  less  money  shop- 
ping this  year.  In  particular,  consum- 
ers said  they  would  spend  less  on 
electronics,  sporting  goods  and  home 
furnishings  this  year  than  last  year. 

Particularly  ominous  for  big-box 
retailers  is  this  fact:  For  the  first  time 
in  recent  years,  shoppers  are  not  in- 
creasing their  trips  to  category  killers. 
Management  Horizons  is  a  Colum- 
bus, Ohio-based  retail  consulting 
firm  that  studies  shopping  frequen- 
cies at  various  stores  and  chains.  Its 
most  recent  study,  says  Peter  Do- 
herty,  found:  "Shoppers  heading  to 
the  category  killers  [have]  leveled  off 
after  several  years  of  growth." 

Keep  this  in  mind:  Consumers  say 
they  have  less  time  to  shop.  Cavern- 


Rich  and  racy  retailers 


Company 

Sales 

EPS 

Annual  EPS  growth 

Recent 

P/E 

($mil) 

3-yr 

1-yr 

price 

average 

average 

Baby  Superstore 

$291 

$0.60 

106% 

36% 

38% 

59 

Barnes  &  Noble 

1,977 

-1.70 

NM 

NM 

35% 

NM 

Bed  Bath  &  Beyond 

601 

1.14 

34 

31 

28% 

50 

Best  Buy 

7,217 

1.10 

59 

-17 

20% 

19 

Borders 

1,749 

-5.06 

8 

NM 

361/2 

NM 

Circuit  City 

7,025* 

1.80 

28 

5 

31 

17 

Garden  Ridge 

148 

0.93 

45t 

31 

58 

62 

Home  Depot 

15,470 

1.54 

24 

17 

52% 

34 

Just  For  Feet 

120 

0.57 

NM 

111 

50% 

81 

Lowe's 

7,075 

1.36 

34 

-2 

33V4 

24 

Office  Depot 

5,313 

0.83 

39 

22 

23% 

28 

Office  Max 

2,543 

1.56 

234t 

290 

26% 

17 

Petsmart 

1,031 

-0.07 

NM 

NM 

441/2 

NM 

Sports  Authority 

1,047 

1.07 

132 

32 

34% 

32 

Staples 

3,068 

0.46 

45 

64 

20% 

45 

Toys  "R"  Us 

9,427 

0.53 

17 

-71 

29% 

54 

'Estimated.  tTwo-year  average.  NM:  Not  meaningful. 
Sources:  MarketGuide;  Forbes. 


Even  though  growth  rates  are  slowing  at  most  of  these  chains,  their 
stocks  still  carry  princely  price/earnings  ratios.  Disappointment  ahead? 
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cms  cat-killer  stores  take  a  lot  of  time 
to  navigate,  and  they  aren't  just 
around  the  corner.  If  Kurt  Salmon 
Associates  is  right,  the  harried  con- 
sumer will  have  less  time  for  category- 
killer  stores.  If  you're  out  shopping 
for  fun,  perhaps  you  might  head  for 
Bed  Bath  &  Beyond  to  buy  a  soap 
dish.  But  if  you  are  in  a  hurry,  the  five 
varieties  available  at  your  local  hard- 
ware shop  may  well  suffice. 

'•'What's  so  convenient  about  offer- 
ing 112  different  kinds  of  some- 
thing?" asks  aew's  Pastore.  "Retailers 
seem  to  think  that  if  they  get  as  much 
stuff  as  possible  into  a  store,  they  can 
call  it  convenient.  But  shoppers  resent 
this.  'Just  give  me  the  best  assortment 
of  what  you've  got.'  " 

Hammacher  Schlemmer,  a  $75 
million  (sales)  privately  owned  retail- 
er, has  built  its  business  on  the  princi- 
ple that  Pastore  enunciates.  Ham- 
macher edits  the  available  goods  and 
selects  what  it  says  are  the  best  items 
to  offer  customers  with  its  "The 
Best"  program.  These  100  or  so 
items — toaster,  humidifier,  bread  ma- 
chine, blood-pressure  monitor — have 
been  selected  by  the  merchant  and 
approved  by  the  company's  own 
product  testers.  The  merchant 
doesn't  say:  Here's  what  is  available, 
look  around  and  take  your  choice.  He 
says  instead:  I've  checked  out  the  field 
and  these  are  the  items  I  recommend. 

Garden  Ridge's  4,000  picture 
frames,  Eagle  Hardware  &  Gardens' 
1,320  gaskets  and  stems,  Just  For 
Feet's  more  than  4,000  styles  of 
shoes:  Running  a  store  with  as  many 
as  80,000  stock-keeping  units  is  a 
logistical  nightmare  and  an  enor- 
mous inventory  expense.  Eagle 
Hardware,  with  125  different  ham- 
mers, 150  circular  saws  and  95  varie- 
ties of  chains,  has  39%  of  its  total 


assets  in  inventory.  Thirty-seven  per 
cent  of  Baby  Superstore's  assets  are 
tied  up  in  cribs,  swings  and  bibs 
sitting  on  its  selling  floors. 

Retail  Maxim's  Byrne  says: 
"Smart  retailers  know  that  20%  of  a 
category  can  reach  80%  of  the  market. 
A  store  may  stock  50  brands  of  ketch 
up,  but  only  3  really  sell.  Why  cany 
the  other  47?"  Perhaps  realizing  this, 
Toys  "R"  Us  and  Circuit  City  have 
begun  pruning  their  stocks. 

But  category  killers  arc  relatively 
new.  How  can  the  concept  already  be 
tired?  Carl  Steidtmann,  chief  econo- 
mist at  Management  Horizons,  ex- 
plains: "There  has  been  a  total  com- 
pression of  the  retail  cycle.  It  took  1 00 
years  for  the  department  stores  to  hit 
maturity,  10  years  for  the  warehouse 

The  retail  cycle  has  been 
totally  compressed.  It  took  100 
years  for  department  stores 
to  hit  maturity,  10  years  for 
warehouse  stores.  Now  it's 
just  5  to  6  years  for  a  new 
concept  to  get  tired. 

stores  to  hit  maturity,  and  now  5  to  6 
years  for  a  new  concept  to  get  tired." 
Why?  In  good  part  because  Wall 
Street  is  so  eager  to  push  money  on 
anything  that  looks  hot. 

Already  some  stores  late  to  the  fray 
have  folded  their  tents.  Silo,  a  bicoastal 
229-store  electronics  retailer,  disap- 
peared last  year.  And  Today's  Man,  a 
35-store  men's  apparel  chain  in  the 
northeast,  closed  down  in  February. 
Especially  vulnerable  are  copycat  cat 
killers.  Home  Depot  may  continue  to 
do  well,  but  Hechinger,  Ace  Hard- 
ware, Lowe's,  Payless  Cashways  and 


Eagle  Hardware  are  probably  not 
worth  premium  P/Es. 

Ditto  for  the  home  electronics  re- 
tailers: While  Circuit  City  and  Best 
Buy  battle  it  out  for  supremacy,  less- 
er -knowns  like  Good  Guys,  Rex 
Stores  and  Tops  Appliance  City  will 
suffer.  Even  Circuit  City  has  seen  its 
gross  margin  decline  to  23%  in  1996, 
from  28%  in  1993.  Sales  per  square 
foot  fell  last  year  from  $584  to  $577. 

There  could  be  room  for  overseas 
expansion.  Wal-Mart  had  fair  success 
with  its  purchase  of  the  Woolco  chain 
in  Canada,  but  Toys  "R"  Us'  Japa- 
nese stores  have  been  a  disappoint- 
ment. "There  are  underserved  mar- 
kets in  developing  countries,"  says 
investment  manager  Pastore,  "but 
the  risks  are  tremendous.  If  you're 
struggling  on  your  home  turf,  I  don't 
think  you  should  take  your  operations 
overseas." 

If  you  own  any  of  the  stocks  or  are 
thinking  of  buying  them,  study  the 
reports  carefully.  Don't  be  mesmer- 
ized by  rising  sales.  Watch  out  for 
slowing  inventory  turns  and  falling 
margins.  Sales  per  square  foot  could  be 
going  up  at  a  store,  but  it  could  be  at 
the  expense  of  margins.  And  because 
these  stores  cany  so  much  inventory, 
turning  them  faster  is  a  sign  that  you're 
merchandising  the  stuff  well. 

Harold  Ruttenberg,  chairman  of 
Just  For  Feet,  the  Alabama-based 
store  that  sells  more  than  4,000  differ- 
ent kinds  of  sneakers,  dismisses  such 
talk  w  ith  a  wave  of  his  hand.  With  his 
stock  up  eightfold  since  it  came  public 
two  years  ago,  he's  feeling  pretty 
cocky.  "I've  got  1%  of  a  $13  billion 
industry,"  Ruttenberg  says.  "By  the 
end  of  the  first  quarter  next  year,  we'll 
be  at  54  stores.  We've  got  at  least  350 
more  to  open  before  saturation  point 
sets  in."  Famous  last  words.  ■! 
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EX  model  with  accessory  roof  rack  shown.  ©  N95  American  Honda  Motor  Co.,  Inc.  Haring  works  ©  Estate  of  Keith  Haring, 
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Are  you 
or  someone  you  love 
in  minivan  denial? 


Do  you  find  yourself  avoiding  large  groups  of  people?  Do  you  feel  overwhelmed 
with  excess  baggage?  Do  you  stutter  and  stammer  at  the  mere  mention  of  the  "m" 
word?  Then  you,  my  friend,  are  in  dire  need  of  an  Odyssey.  Unlike  typical  minivans, 
this  one  has  four  doors  with  power  windows  to  help  you  face  those  large  groups  of 
people.  And  a  unique  fold-away  third  seat  to  help  you  cope  with  all  diat  excess  baggage. 
And  best  of  all,  a  very  un-minivan-like  feel.  So,  if  you  or  someone  you  love  could  use 
an  Odyssey,  call  1-800-33-HONDA,  ext.  156  now  for  help.  (Or  http://www.hondacom.) 


Odyssey  >>  The   Honda  of  Minivans 

(113  EES  £3  EES 


Move  over,  Bill  Gates  and  Michael  Dell, 

computerdom's  newest  magnate  is  just  27. 

Joe  Liemandt  is  out  to  change  the  way  we  buy  and  sell  things. 

44Holy  cow, 
no  one's 
done  this!" 


By  Josh  McHugh 

In  January  1990,  21-year-old  Joseph  Liemandt  tele- 
phoned his  parents  from  Palo  Alto,  Calif.  Joe,  an  eco- 
nomics major,  was  dropping  out  of  Stanford  University 
just  a  few  months  before  graduation.  He  wanted  to  start 
his  own  software  company.  "You're  a  moron,"  growled 
his  father,  Gregory  Liemandt,  a  highly  successful  busi- 
nessman. Gregory  pleaded  with  his  son  to  finish  his 
degree,  but  Joe  wouldn't  yield.  He  had  a  hot  idea  and 
the  idea  couldn't  wait  until  graduation. 

"My  market  window's  closing!"  he  told  his  father,  and 
the  next  day  he  threw  himself  completely  into  running 
the  software  business  he  had  started  six  months  earlier 
with  a  handful  of  schoolmates. 

Six  years  have  elapsed  and  Joe's  now  27.  Dad  died  in 
the  meantime,  but  not  before  becoming  both  proud  and 
supportive  of  his  rebellious  son,  whose  Trilogy 
Development  Group  of  Austin,  Tex.  has  200  employees, 
and  is  in  the  process  of  hiring  another  100.  Still  private, 
Trilogy  Development — Forbes  estimates — had  revenues 
of  $70  million  last  year,  and  earned  about  $20  million 
before  taxes.  This  year  revenues  will  probably  top  $120 
million.  Based  on  Wall  Street's  valuations  of  publicly 
owned  software  companies  with  similar  profiles,  Trilogy 
could  be  worth  $  1  billion,  give  or  take  a  couple  hundred 
million,  if  Liemandt  wanted  to  cash  out  or  raise  capital — 
which  he  doesn't. 

What  was  the  "market  window"  that  led  Joe  Liemandt 
to  drop  out  of  college? 

"I  knew  when  I  got  to  college  I  was  going  to  start  a 
software  company,"  Liemandt  says.  "I  started  doing  tons 
of  research.  I'd  sit  in  the  library  going  through  lists  of 
the  top  50  software  companies."  He  did  part-time  con- 
sulting jobs  for  Palo  Alto  computer  companies  during 
the  academic  year  and  the  intervening  summers.  On 
these  jobs  he  began  to  notice  that  when  he  ordered  com- 
puter equipment,  the  shipments  often  arrived  late,  or 
with  parts  that  were  missing  or  incompatible  with  his 
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Role  modeling 

Important  role  models  for  Joe  Liemandt  (above 
left  in  1991;  also  at  right)  were  his  late  father, 
Gregory  (above  right),  and  GE's  Jack  Welch. 


computers.  Smart  technology  companies  were  dumb 
when  it  came  to  selling  and  delivering  their  products.  So 
he  began  to  study  what  is  called  sales  configuration — 
how  orders  are  processed.  He  was  surprised  at  how  prim- 
itive the  process  was.  Much  of  it  was  handwritten,  using 
cumbersome  inventory  manuals  and  often  requiring 
lengthy  consultations  between  a  company's  salespeople 
and  its  engineers. 

As  he  tells  the  story,  Liemandt's  initially  calm 
demeanor  changes.  He  begins  rapidly  clicking  the  pen  he 
is  holding,  then  suddenly  pushes  his  chair  back  from  a 
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conference  table  and  springs  to  a  whiteboard.  "I  focused 
my  research,"  he  says.  Grabbing  a  red  marker,  he  begins 
to  sketch  a  rectangular  diagram  representing  the  cost 
structure  of  the  typical  U.S.  manufacturing  company. 
About  half  of  the  average  manufacturer's  noncapital 
spending  budget,  Liemandt  says,  is  made  up  of  general 
and  administrative  costs,  R&D  expense  and  manufactur- 
ing costs.  All  of  those  areas,  he  adds,  have  been  auto- 
mated and  computerized  for  years. 

Now  the  punch  line:  "The  rest  of  their  budgets — 
more  than  40% — the  manufacturers  spend  on  sales  and 


marketing,"  he  exclaims,  circling  half  of  the  diagram.  "I 
thought,  'Holy  cow,  no  one's  done  this  [computerizing 
the  sales  process]!'  And  this,"  he  says,  circling  the  "sales" 
part  of  his  cost-structure  rectangle  with  the  red  marker 
while  still  rapidly  clicking  the  pen  in  his  left  hand,  "is 
[potentially]  a  $10  billion  market." 

By  his  junior  year  at  Stanford,  Liemandt  had  done 
enough  research  to  know  that  others  were  sniffing 
around  the  same  problem.  In  his  programming  classes  he 
learned  that  Digital  Equipment  Corp.  was  using  expert 
systems,  an  offshoot  of  artificial  intelligence  written  in 
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something  called  rule-based  pro- 
gramming, in  an  effort  to  computer- 
ize its  own  sales  configuration.  Rule- 
based  programming  consists  of  a 
series  of  if/then  constructions — if 
the  Hewlett-Packard  salesperson 
changes  the  printer  in  the  package 
she's  selling,  then  the  system  needs  a 
different  kind  of  cable.  If  the  pack- 
age uses  a  different  kind  of  cable, 
then  the  price  of  the  entire  system 
changes. 

Liemandt  could  see  that  rule- 
based  programming  was  a  promising 
approach.  But  building  a  useful 
mathematical  model  of  a  complex 
product  line  required  so  many  thou- 
sands of  if/then  equations  that  the 
rule-based  programming  solution, 
by  itself,  was  unwieldy.  In  his  classes 
Liemandt  learned  there  was  another 
approach  to  the  configuration  prob- 
lem. A  Xerox  programmer,  Sanjay 
Mittal,  was  trying  to  build  inventory 
and  product-line  models  using 
what's  called  constraint-based  equa- 
tion systems.  This  kind  of  math  is 
used  in  everything  from  optimizing 
airlines'  passenger  yields  to  interpret- 
ing military  satellite  photographs. 
But  as  it  turned  out,  constraint- 
based  programming  wasn't  capable 
of  efficiently  handling  the  large  vol- 
umes of  data  required  for  a  workable 
sales  configuration  model.  The 
problem  remained  unsolved. 

Joe  Liemandt  knew  that  others  were  working  on  the 
problem,  and  he  began  to  worry  that  his  window  was 
closing.  Hewlett-Packard  and  IBM  were  pursuing  internal 
projects.  These  were  aimed  at  creating  programs  power- 
ful enough  to  catalog  their  huge  inventories  and  smart 
enough  to  constantly  reconfigure  product  offerings  as 
product  lines  and  prices  changed.  Joe  decided  to  risk  his 
dad's  ire,  abandon  his  diploma  and  work  full  time  on 
sales  configuration  software.  Liemandt  convinced  four 
fellow  Stanford  students  to  throw  in  with  him.  John 
Lynch  dropped  out  with  Liemandt.  Christina  Jones, 
Chris  Porch  and  Seth  Stratton  thought  about  it,  but  jug- 
gled schoolwork  with  Trilogy  until  they  graduated. 
"Their  parents  hated  me,"  chuckles  Liemandt.  "You 
spend  a  hundred  grand  to  send  your  kid  to  school,  and 
he  wants  to  drop  out  to  work  for  another  kid."  Diploma 
in  hand,  Stratton  left  Trilogy  and  was  replaced  in  the 
lineup  by  Thomas  Carter  in  1990. 

So  young  Joe  Liemandt  and  his  team  got  to  work 
applying  algebraic  algorithms  similar  to  ones  used  by 
mathematical  economists  to  build  general  equilibrium 
models  of  the  economy  to  create  patterns  that  enable 
manufacturers  to  build  synthetic  models  of  their  product 
lines.  He  and  his  crew  spent  thousands  of  hours  "writing 
code" — programming,  that  is — late  into  the  night,  suck- 


Power  lunch  a  la  Trilogy 

Trilogy  founders  Christina  Jones,  John  Lynch,  Joe  Liemandt  and  Chris  Porch  talk 
about  how  to  manage  their  software  baby's  explosive  growth.  At  Stanford, 
Trilogy's  meetings  were  often  held  in  a  local  bar  and  fueled  by  beer. 


ing  down  Jolt  cola  for  its  caffeine  content.  Corporate 
strategy  meetings  were  held  across  the  street  at  the  Old 
Pro,  a  Stanford  bar,  and  were  fueled  by  "a  lot  more  beer 
than  Jolt,"  Liemandt  remembers. 

Much  of  this  programming  was  trial-and-error,  but  by 
the  time  he  quit  school  Liemandt  had  figured  out  how  to 
handle  thousands  of  if/then  equations  in  a  system  that 
was  easy  enough  to  be  used  by  the  average  salesperson. 
He  would  combine  the  two  programming  approaches 
then  being  experimented  with.  He  would  use  constraint- 
based  equations  to  impose  some  order  on  the  rule -based 
programming  approach  DEC  was  pursuing.  Later 
Liemandt  and  his  team  would  blend  in  a  third  approach, 
object-oriented  programming.  Very  simply  put,  this 
approach  enables  programmers  to  organize  pieces  of  soft- 
ware into  independent  "objects,"  or  modules.  This  allows 
programmers  to  easily  add  new  information,  such  as 
when  a  product  line  changes,  or  to  fix  errors  in  the  soft- 
ware without  shutting  down  the  entire  program. 

In  early  1991  Trilogy's  programming  was  beginning 
to  jell,  but  Liemandt  received  bad  news.  His  father  was 
diagnosed  with  terminal  cancer  of  the  esophagus,  and 
given  a  year  or  two  to  live.  Partly  to  be  closer  to  his  par- 
ents, Liemandt  moved  Trilogy,  now  a  13 -person  enter- 
prise, to  Austin,  Tex.  Trilogy  had  by  this  time  created  an 
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Trilogy's  Ringo 
Thomas  Carter 
got  in  on  the 
ground  floor  when 
he  replaced  Seth 
Stratton  as 
Trilogy's  fifth 
employee  in  the 
spring  of  1990— a 
move  akin  to 
Ringo  Starr's 
replacing  Pete 
Best  in  the 
Beatles'  early 
days. 


early  version  of  the  software  it  now  sells,  and  had  applied 
for  patents  covering  its  algorithms  (two  have  been  grant- 
ed; three  more  are  on  application).  But  the  company  still 
had  not  sold  its  product  to  a  single  customer. 

By  moving  to  Austin,  however,  Liemandt  was  able  to 
hire  David  Franke  away  from  research  consortium  mcc. 
A  heavyweight  in  computer  science,  with  years  of  pro- 
gramming experience,  Franke,  then  38,  gave  Trilogy 
some  much-needed  credibility  among  the  corporate  cus- 
tomers Liemandt  hoped  to  reach.  One  month  after 
Franke  came  aboard,  Hewlett-Packard  signed  its  first 
contract  with  Trilogy:  a  $3.5  million  deal  for  sales-con- 
figuration software  and  support  services.  HP  was  in  effect 
abandoning  its  own  pursuit  and  giving  the  business  to 
Trilogy.  "It  was  the  greatest  feeling  in  the  world," 
Liemandt  says  of  getting  HP's  business. 

With  the  nod  from  hp,  other  big  customers  began 
ordering  from  Trilogy — Boeing,  Silicon  Graphics, 
Alcatel  and  scores  of  other  high-technology  and 


Eureka!  Joe  Liemandt's  sketch  of  an  untapped  market 
When  Liemandt  saw  manufacturers  spending  heavily 
on  messy  sales  operations,  he  had  his  product. 


telecommunications  firms.  In  1994  erstwhile- 
competitor  dec  paid  Trilogy's  programmers  a 
high  compliment  when  it  began  to  buy  their 
software. 

Lacking  this  kind  of  software,  the  salesper- 
son must  serve  as  a  kind  of  middleman 
between  the  client  and  his  company's  engi- 
neers, with  constant  consultations  between 
the  sales  call  and  the  final  order.  Further 
complicating  things,  different  pieces  of  a 
manufacturer's  equipment  might  not  work 
well  when  hooked  up  to  a  customer's  exist- 
ing equipment,  an  unpleasantness  often 
discovered  only  after  the  order  has  been 
delivered.  Trilogy  software,  tying  together  all 
the  relevant  information,  greatly  shortens  and  simplifies 
the  process.  According  to  Trilogy,  the  typical  U.S.  man- 
ufacturing company  spends  2%  of  its  gross  revenues  to 
rectify  human  errors  and  miscalculations  in  the  configu- 
ration process.  Saving  even  half  of  that  would  be  worth 
billions  of  dollars  to  businesses. 

Using  Trilogy's  Selling  Chain  software,  a  manufactur- 
er loads  into  the  program  all  the  options  and  product 
specifications  he  offers.  In  effect,  he's  turning  all  his 
product  catalogs  into  electronic  files.  Once  all  this  infor- 
mation has  been  turned  into  bits  and  bytes,  the  salesman 
can  huddle  with  his  customer  and  ask  the  computer 
what/if  questions.  What  if  my  customer  links  his  new 
Sun  workstations  to  an  HP  OfficeJet  printer-fax-copier, 
rather  than  to  an  HP  LaserJet  printer?  Would  that  work 
with  the  customer's  IBM  server?  What  would  it  do  to  the 
price  I  can  quote  him?  Does  the  customer  need  new  con- 
necting cables?  Special  plugs? 

In  1994  Beaverton,  Ore. -based  Sequent  Computer 
Systems  was  meeting  its  sales  targets,  but  was  regularly 
exceeding  its  cost-of-sales  budgets.  Robert  DeBakker, 
Sequent's  director  of  order  fulfillment,  found  the  com- 
pany ($540  million  revenues)  was  spending  lots  of 
money  correcting  mistakes  that  originated  in  sales  con- 
figuration. "Come  quote  time,  we'd  have  a  conference 
room  full  of  catalogs  and  price  books,"  says  DeBakker, 
explaining  that  Sequent  customers  sometimes  received 
servers  without  room  for  the  required  disk  drives,  or 
without  connecting  cables,  or  with  the  wrong  kind  of 
preinstalled  software.  Fixing  these  mistakes  cost  Sequent 
money,  time  and  customer  loyalty. 

In  1994  DeBakker  shelled  out  about  $700,000  for 
Trilogy's  software  and  services.  He  says  the  investment 
saved  Sequent  $3  million  in  its  first  year,  and  would  have 
saved  more  had  it  been  implemented  sooner.  "It  made 
me  a  hero,"  says  DeBakker  of  Trilogy's  software. 

Boeing  is  counting  on  Trilogy's  software  to  help  it  cut 
costs.  A  747  is  made  up  of  over  6  million  parts,  and  a 
customer  can  choose  among  hundreds  of  options.  How 
manv  seats?  What  kind  of  avionics?  How  many  bath- 
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rooms?  Do  you  want  carbon  composite  landing  gear  or 
steel?  Every  option  the  customer  chooses  affects  the 
availability  of  other  options,  and  changes  the  plane's 
price.  It  takes  the  sales  agent  days  or  weeks  working  with 
company  engineers  to  make  sure  all  the  chosen  pieces  fit 
together,  renegotiating  the  price  at  every  step.  "It  can 
take  22  trips,"  says  Doug  Frederick,  head  of  information 
systems  for  Boeing's  redesign  effort.  Trilogy's  software 
sharply  cuts  that  waste  of  time  and  resources.  The' soft- 
ware knows  which  parts  go  together  and  how  much  they 
cost.  So  the  salesperson  can  sit  down  next  to  the  cus- 
tomer, turn  on  her  laptop  and  configure  the  747,  com- 
plete with  a  price  quote,  in  one  trip. 

Who's  the  kid  who  beat  the  technology  giants  to  this 
giant  market?  Says  Wade  Monroe,  Trilogy's  chief  finan- 
cial officer,  and  at  54,  one  of  Trilogy's  elder  statesmen: 
"You  know  how  some  parents  clone  riieir  kids  to  become 
sports  stars?  That's  sort  of  what  happened  with  Joe  in 
business." 

From  earliest  youth,  Joe  Liemandt  was  steeped  in 
business  lore.  When  Joe  was  a  boy  in  the  1970s,  his 
father,  Gregory  Liemandt,  was  the  head  of  planning  at 
General  Electric's  components  and  materials  group  in 
Pittsfield,  Mass.  His  boss  was  an  up-and-comer  named 
Jack  Welch.  Young  Joe  played  hockey  with  Welch's  son, 
Mark,  spent  weekends  at  the  Welches'  and  often  went  on 
ski  trips  to  Lake  Placid  with  the  Welches.  Over  the  years 
the  Welches  and  Liemandts  have  remained  friends.  Joe 
Liemandt  didn't  lack  for  suitable  role  models. 

In  1983  Greg  Liemandt  quit  GE  to  run  uccel  in 
Dallas,  a  maker  of  software  for  mainframe  computers, 
and  Joe's  course  was  set.  His  mother,  Diane,  remembers 
her  adolescent  son  rifling  through  his  father's  briefcase  in 
search  of  business  plans  to  read.  When  he  was  16, 
Liemandt  spent  the  summer  of  1984  as  a  programmer  in 
UCCEL's  research  and  development  division,  where  he 
learned  a  lesson  he  would  remember  when  he  started  his 
own  company.  "They  had  huge  teams  of  programmers — 
50  to  100  people — working  on  a  single  project," 
Liemandt  recalls.  "It  was  a  fiasco."  Coordinating  the 
efforts  of  so  many  programmers  left  little  time  for  the 
actual  programming,  and  projects  soon  fell  apart. 

Quick  to  learn,  Joe  applied  that  lesson  in  his  own  busi- 
ness. "You  need  one  or  two  programmers  on  a  project  at 
a  time.  Any  more,  and  it  becomes  a  nightmare,"  he  says. 
Liemandt  entered  Stanford  (chosen,  he  says,  for  its  prox- 
imity to  Silicon  Valley)  in  the  fall  of  1986.  He  later 
signed  up  as  an  economics  major,  but  spent  much  of  his 
time  taking  computer  programming  classes  and  hacking 
around  die  computer  lab.  He  knew  already  that  software 
would  be  his  career,  but  it  wouldn't  be  entertainment 
software.  "The  product,"  he  says,  "had  to  be  something 
my  dad  or  Jack  Welch  would  buy."  The  something,  as  it 
turned  out,  was  sales-configuration  software. 

An  obvious  question:  Did  the  example  of  Harvard's 
most  famous  dropout,  Bill  Gates,  inspire  Liemandt's 
decision  to  leave  Stanford  early?  No,  he  says,  dropping 
out  was  "a  side  effect  of,  of . . .  "  he  searches  for  the  right 
words  ".  .  .  of  a  feeling  that  you're  in  a  race,  and  school 
is  something  that's  in  the  way  Nine  months  is  an  eterni- 
ty in  software  [a  reference  to  the  senior  year  in  college  he 


A  shoe  that 
really  fits 

Though  so  far  chiefly 
used  by  big  industrial 
companies,  Trilogy  soft- 
ware has  considerable 
potential  in  consumer 
products.  Thanks  to  soft- 
ware made  by  Trilogy 
Development,  a  Westport, 
Conn. -based  company 
called  the  Custom  Foot 
can  give  you  a  pair  of  cus- 
tom-made shoes  for  the 
same  amount  of  money 
you  paid  for  off-the-shelf 
ones. 

Here's  how  it  works:  In 
a  Custom  Foot  store,  the 
customer  places  her  foot 
on  an  electronic  scanner, 
which  measures  the  foot  in 
14  different  ways.  Then 
she  completes  the  configu- 
ration with  a  salesperson, 
pointing  and  clicking  on  a 
computer  screen  to  choose 
a  shoe  style,  type  and 
grade  of  leather,  a  color, 
an  outsole,  a  lining  and 
so  on. 

Trilogy's  software  trans- 
lates the  customer's  set  of 
choices  into  a  specification 
order  and  transmits  it — in 
Italian — to  subcontractors 
in  Milan,  Florence  and 
Ancona.  The  shoemakers 
cobble  the  shoes  and  ship 
them  back  to  the  U.S., 
usually  two  to  three  weeks 


after  the  order  is  placed. 
The  shoes  sell  from  $99  to 
$250,  the  same  range 
offered  by  most 
Manhattan  shoe  stores.  By 
contrast,  a  comparable  pair 
of  custom-made  shoes,  if 
you  can  find  them,  could 
cost  $1,200  and  take 
months  to  arrive.  "We 
don't  have  any  inventory, 
and  there  is  no  middle- 
man," says  Custom  Foot 
founder  and  Chief 
Executive  Jeffrey 
Silverman,  34,  explaining 
how  he  can  sell  custom 
shoes  at  ready-made  prices. 

Silverman  has  been  sell- 
ing shoes  since  he  was  16 
years  old.  "As  a  salesman, 
you're  trained  to  sell  the 
customer  what  you  have, 
not  what  they  want." 
Silverman  says  he  was  fed 
up  with  pushing  not-quite- 
right  shoes  and  decided  to 
customize  the  process. 

He  contacted  Joseph 
Pine,  author  of  Mass 
Customization,  and  asked 
Pine  to  sit  on  Custom 
Foot's  board  of  directors. 
Pine  asked  Silverman 
what  configuration  soft- 
ware he  planned  to  use, 
and  when  Silverman 
replied,  "What's  that?" 
Pine  told  him  to  contact 
Trilogy. 

How's  business? 
Silverman  won't  tell  us  his 


blew  off].  Ask  Netscape  if  they'd  give  up  nine  months. 
Nine  months  out  of  their  browser  work,  and  Netscape  isn't 
in  business  today.  Somebody  else  would  have  done  it." 

Starting  Trilogy  was  the  easy  part.  Keeping  it  going  in 
the  early  years  wasn't.  Liemandt's  father  had  made  about 
$30  million  when  Computer  Associates  bought  uccel  in 
1987,  but  Gregory  made  it  clear  that  he  would  not 
finance  the  vision  that  lured  his  son  from  school. 
"Outside  of  me  slipping  him  $100  bills  in  the  airport  so 
he  would  eat,"  recalls  Diane  Liemandt,  Joe's  mother, 
"there  was  no  [family]  seed  money."  Joe  Liemandt  tried 
to  get  Kleiner  Perkins  and  other  venture  capital  firms 
interested  in  Trilogy,  but  even  in  Silicon  Valley  the  idea 
of  backing  a  crew  of  21 -year-olds  is  a  bit  hard  to  swallow. 
No  go.  So  Liemandt  took  consulting  jobs  and  began 
leveraging  one  credit  card  against  another.  "At  one 
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I  "We  don't  have  any  inventory." 
Trilogy's  software  helps  produce  your  dream  shoe. 


revenues,  but  using  his 
projection  of  $5,000  to 
$10,000  per  square  foot, 
his  750-square-foot 
I  Westport  store  should  do 
j  between  $4  million  and  $7 
t  million  in  its  first  year.  He 
;  has  venture  backing  and  is 
moving  to  expand  his  con- 


cept before  others  can  beat 
him  to  it.  He  plans  to 
open  six  more  Custom 
Foot  stores  by  the  end  of 
this  year  and  says  he  would 
like  to  have  100  stores 
nationwide  by  the  end  of 
next  year. 

-J.  McH.M 


ipoint,  I  had  22  credit  cards  out  there,"  he  says.  "Luckily, 
I  never  missed  a  payment." 

Liemandt  and  his  sidekicks  realize  that  the  config- 
uration software  business  is  too  good  to  be  ignored 
by  competitors.  Trilogy  does  not  have  the  field  to 
Jiitself.  A  few  smaller  competitors  have  sprung  up,  but 
the  real  threat  now  comes  from  larger  outfits. 
European  software  powers — SAP  of  Germany  ($1.9 
billion  sales)  and  Baan  of  the  Netherlands  ($216  mil- 
lion)— have  established  themselves  in  automating 
back-office  operations,  as  has  Oracle  Corp.  Now  all 
three  companies  have  started  to  make  forays  into  sales 
automation. 

But  the  astounding  successes  of  Microsoft  and  Intel 
have  proven  that  in  the  computer  world  the  spoils  go  to 
the  company  that  grabs  market  share  early  on  and  keeps 


] 


it,  leaving  competitors  in  the  position  of  always  trying  to 
catch  up.  So  it's  full  speed  ahead  for  Trilogy  to  keep  its 
early  high  market  share  as  the  market  grows.  "It's  a  land 
grab,"  Liemandt  says.  "Whoever  gets  the  market  share 
and  partners  first,  wins.  We've  got  two  years  until  it  [the 
land  grab]  is  over." 

Liemandt  says  old  family  friend  Jack  Welch  encour- 
aged him  to  pull  out  the  growth  stops,  when  Liemandt 
and  his  mother  recently  visited  Welch  for  a  weekend  in 
Connecticut.  "After  talking  to  Jack,  I  feel  like  I'm  going 
half  speed,"  Liemandt  reports.  "He  tells  me,  'Don't  be 
such  a  wuss,  Joe.'" 

Trilogy  draws  most  of  its  new  hires  from  the  comput- 
er science  departments  of  Stanford,  MIT,  Harvard, 
Berkeley,  Carnegie-Mellon  and  Rice.  While  Liemandt 
can't  match  Bill  Gates  in  salary,  stock  options  and  name 
recognition  for  getting  top  recruits,  he  makes  up  for  it 
by  giving  the  youngsters  big  projects  to  run  right  away. 
"Here's  more  responsibility  than  you  think  you  can  pos- 
sibly handle — go!"  is  how  Sameer  Dholakia,  22,  a  recent 
Stanford  graduate,  describes  the  attractions  of  working 
for  Trilogy. 

Liemandt  knows  most  of  the  kids  he's  hiring  are  too 
smart  to  work  for  him — or  anyone  else — for  long. 
"There  are  a  lot  of  people  here  to  learn  how  to  start  a 
software  company,''  he  says.  "That's  great."  He  says  he'd 
rather  get  a  few  years  of  boundless  entrepreneurial  ener- 
gy from  his  employees  than  get  many  years  of  mediocre 
performance. 

An  inevitable  question:  When  are  you  going  public, 
Joe?  He  answers  that  he's  had  20  calls  in  the  last  year 
from  investment  bankers  drooling  to  take  Trilogy 
public.  "The  market's  way  overpriced,  absolutely,"  he 
says,  agreeing  that  an  IPO  would  probably  value 
Trilogy  somewhere  around  the  $1  billion  mark.  But 
he  didn't  spend  all  those  youthful  years  dreaming 
about  being  a  businessman  for  nothing.  The  earlier  he 
goes  public,  the  more  equity  he  will  have  to  give  up. 
"You've  got  to  starve  before  you  give  up  51%,"  he 
says.  Bill  Gates  waited  1 1  years  to  take  Microsoft  pub- 
lic, and  staying  private  allowed  Gates  to  weather  radi- 
cal changes  in  the  early  software  industry  without  hav- 
ing to  worry  about  quarterly  earnings  dips. 

Anyhow,  Liemandt  says,  "Making  8  zillion  dollars  is 
not  the  win.  If  that  was  it,  we'd  go  public  tomorrow 
and  cash  out.  But  if  we  don't  change  the  way  people 
buy  and  sell  things,  then  we  blew  it."  Besides 
Liemandt,  who  owns  about  60%  of  Trilogy,  other 
principal  shareholders  are  the  Stanford  schoolmates 
remaining  from  the  early  days — John  Lynch,  Chris 
Porch  and  Tom  Carter.  Christina  Jones  traded  her 
Trilogy  holding  for  a  chunk  of  a  Trilogy  subsidiary 
that  she  hopes  soon  to  take  public  (see  box,  p.  128). 

Joe  Liemandt  and  his  partners  are,  in  a  way,  the 
prototype  of  the  new  entrepreneur.  He  is  now 
around  the  age  Bill  Gates,  Steve  Jobs  and  Michael 
Dell  were  when  they  acquired  early  success. 
Liemandt  cites  a  few  factors  that  give  youth  such  an 
advantage  in  today's  business.  "Young  people  are  in 
a  much  better  position  to  take  risks,  because  they 
don't  have  families,  mortgages  and  house  payments 
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"All  or  nothing' 

Two  years  ago,  when 
Trilogy  cofounder 
Christina  Jones  was  24, 
she  had  a  hot  concept: 
use  Trilogy's  sophisticated 
software  to  configure  and 
sell  computer  systems  to 
individuals,  resellers  and 
small  companies  over  the 
Internet.  Her  boss,  Joe 
Liemandt,  thought 


"[The  Trilogy  stock]  was 
all  she  had,"  Liemandt 
says.  "But  I  wanted  to 
make  sure  she  really 
believed  in  her  idea.  I 
told  her  it  had  to  be  all  or 
nothing." 

Jones  now  owns  an* 
estimated  20%  of  newly 
formed  pcOrder.com, 
Inc.,  a  company  that 
maintains  and  constantly 


Christina  Jones,  pcOrder  founder,  and  top  programmer  Carl  Samos 
Their  Internet  service  lets  you  buy  computers  by  computer. 


Trilogy  should  continue 
to  focus  on  selling  soft- 
ware to  big  corporate 
accounts.  But  he  made 
her  an  offer.  If  Jones 
would  trade  her  Trilogy 
stock  back  to  the  compa- 
ny, he'd  give  her  a  sub- 
stantial stake  in  a  new 
company  formed  to  carry 
out  her  Internet  idea. 


updates  a  database  with 
specifications  and  prices 
of  more  than  150,000 
products  ranging  from 
memory  boards  and  con- 
necting cables  to  video 
cards  and  spreadsheet 
software  made  by  about 
800  hardware  and  soft- 
ware manufacturers. 
Unlike  Netscape  and 


most  other  Internet  com- 
panies, pcOrder  doesn't 
rely  on  advertising  for  the 
bulk  of  its  revenues.  Jones 
has  signed  up  about  100 
computer  resellers,  which 
pay  $1,000  per  salesper- 
son per  year  to  use 
pcOrder's  service.  These 
revenues  are  now  running 
at  an  annual  rate  of  over 
$1  million.  There  are  also 
a  half-dozen  computer 
equipment  distributors 
(including  two  of  the 
largest,  MicroAge  and 
Intelligent  Electronics) 
that  subscribe  to  the  ser- 
vice and  have  kicked  in 
about  $10  million  so  far. 
In  addition,  pcOrder  sells 
some  advertising  space 
on  its  Website,  and  it 
gets  a  commission, 
between  1%  and  5%,  on 
every  sale  completed 
over  the  service.  Likely 
revenues  this  year:  up  to 
$12  million. 

The  resellers  use 
pcOrder  to  order  systems 
on-line  rather  than  by 
phone  or  mail.  Computer 
shoppers  can  use 
pcOrder's  Website  to  cus- 
tom-design and  compare 
computers.  By  June  Jones 
expects  to  have  in  place 
encryption  technology 
that  will  allow  individual 
shoppers  to  design  and 
buy  computers  by  credit 
card  through  pcOrder. 


The  service  is  useful  to 
the  manufacturers,  too, 
because  it  gives  them 
immediate  feedback  on 
which  of  their  products 
are  in  demand.  If  IBM 
assembles  500,000  laptop 
computers  with  Pentium 
Pro  processors  but  with- 
out CD-ROM  drives,  and 
then  cd-rom  drives 
become  the  rage  among 
consumers,  IBM  has  an 
inventory  problem.  By 
watching  the  orders  flow- 
ing across  pcOrder,  IBM 
can  spot  a  surge  of  cd- 
rom  drive  orders  early 
and  ramp  up  its  produc- 
tion lines  and  deliveries 
accordingly. 

Last  year  Jones  hired  as 
her  top  programmer  Carl 
Samos,  who  had  replaced 
Marc  Andreessen  as  lead 
developer  of  the  National 
Center  for  Supercomputing 
Applications'  Mosaic,  the 
Internet  browser  project 
that  spawned  Netscape. 
Samos'  name  will  no 
doubt  help  Jones  take 
pcOrder  public,  probably 
before  the  end  of  the 
year.  "It  took  some  blind 
faith  on  her  part,"  says 
Joe  Liemandt.  "But  hey, 
she'll  be  liquid  first."  In  a 
hot  market  for  Internet 
stocks,  Jones'  stake  in 
pcOrder  could  easily  be 
worth  $40  million. 

-J.McH.M 


to  take  care  of.  You've  got  to  be  willing  to  jump  off  a 
cliff  for  your  idea." 

Risk  is  almost  an  obsession  with  Joe  Liemandt.  He 
likes  to  visit  Las  Vegas  and  the  crap  tables  with  associ- 
ates. He  thinks  it's  good  for  morale.  "Nothing,"  he 
says,  "brings  a  group  of  people  together  like  risk."  In 
1994  Liemandt  bet  a  Trilogy  programmer  his  blue 
Lexus  that  the  programmer  couldn't  finish  a  project  in 
time  for  a  client  proposal.  The  programmer  upped  the 
ante:  If  Liemandt  lost,  he  would  have  to  fork  over  his 
Lexus  and  drive  an  Aspire,  Ford's  smallest  subcom- 
pact  car.  Lexus-less,  Liemandt  crammed  into  the 
Aspire  for  over  a  year. 

Along  with  an  appetite  for  risk,  Liemandt  cites  a 
generational  change  that  makes  the  computer  industry 


so  hospitable  to  the  very  young.  Computers  aren't 
something  they  learned.  Computers  are  what  they 
were  brought  up  with.  "Many  people  graduating  from 
college  today  have  been  using  computers  since  their 
early  teens.  Kids  who  have  been  using  the  Internet 
since  they  were  15 — they're  25  now,  and  they're  ten- 
year  Internet  experts.  [Technology]  is  changing  so 
fast,  there  is  nobody  who  has  'expertise'  in  the  area. 
What  matters  is  the  ability  to  learn,  adapt  and  figure 
out  what  the  answer  is.  You've  got  to  be  willing  to  get 
in  over  your  head  and  struggle  to  make  things  happen. 

"Six  months  from  now,  whatever  you're  doing,  you 
will  have  to  do  something  different."  That  short  sen- 
tence could  well  serve  as  a  credo  for  today's  aspiring 
entrepreneur.  m 
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We'll  Be  The  First  To  Admit 
That  There  Are  Times  When 
Experience  Doesn't  Matter. 

We  Iust  Can't  Think  Of  Any. 

The  employee  owners  of  TWA  are  proud  to  celebrate  fifty  years  of  transatlantic  service.  More  than 
ever,  we're  up  to  something  good  in  Europe  -  and  the  rest  of  our  over  80  destinations  worldwide. 


Visit  us  at  http://www.twa.com 


'Always  wear  your  safety  belt.  "Under  normal  driving  conditions  with  routine  fluid  and  filter  changes. 


Ne iv  5  0-liter  V-8  for  more  towing 
strength;  more  passing  power. 


Explorer's  V-8  All-Wheel-Drire 
system  is  always  engaged, 
sensing  and  preventing  wheel 
slippage  automatically. 


It  takes  more  than  willpower. 


Ergonomically  designed 
instrument  panel  with  large, 
easy-to-use  radio  controls. 


■■■■ 

Standard  4-wheel  anti-lock 
disc  brakes  for  surer,  safer  stops. 


SLA  suspension  and  rack- 
and-pinion  steering  for  a  smoother 
ride  and  excellent  handling. 


Introducing  the  New  Explorer  V-8. 


Free  24-hour  Roadside 
Assistance  for  3  years/ 36,000 
miles.  See  dealer  for  details. 


Security  and  comfort  come  from 
adjustable-height  front  safety  belts. 


THE  WORLD'S  JUST  TOO  BIG  TO  BE  LEFT  UNEXPLORED. 


EDITED  BY  NANCY  ROTENIER 


Gone  surfing 

Can  battleship  Microsoft 
turn  on  a  dime?  That's 
the  challenge  facing  Brad 
Silverberg,  head  of  its  new 
Internet  platform  and 
tools  division.  He's 
charged  with  remaking 
the  nearly  $9  billion  (esti- 
mated 1996  sales)  soft- 
ware powerhouse  into  an 
Internet  powerhouse 
without  alienating  cus- 
tomers. It's  a  shift 
Microsoft  has  largely 
ignored — until  now.  "The 
Internet  is  a  tidal  wave," 
says  Silverberg.  "You  can 
get  out  and  surf  it  or  you 
can  get  crushed  by  it." 

Silverberg,  42,  plans  to 
surf.  The  Silicon  Valley  vet- 


eran spent  five  years  at  soft- 
ware-maker Borland,  last 
running  R&D.  At  Microsoft 
since  1990,  he  headed  per- 
sonal systems — software, 
including  Windows  95. 

With  an  Internet  army 
of  2,500  and  a  marketing 
campaign  in  the  tens  of 
millions,  he's  spitting  out 
new  versions  of  Internet 
software  and  has  signed 
America  Online  to  use 
them.  The  market  could 
reach  $  1 1  billion  by 
decade's  end.  "People 
counted  us  a  little  short," 
says  Silverberg  of  the 
firm's  late  start.  Now? 
"It  reminds  me  of  Gomer 
Pyle  saying,  'Surprise, 
surprise,  surprise.'" 


Brad  Silverberg,  head  of  Microsoft's  Internet  platform  and  tools 
He  built  the  core  of  Microsoft  once — can  he  do  it  again? 


Kid  stuff 

A  mere  TWO  months  after  Herbert  Scannell 
landed  the  plum  post  as  head  of  New  York's 
Nickelodeon,  Viacom's  $430  million  (rev- 
enues) cable  network  for  kids,  MCA  slapped 
Viacom  with  a  lawsuit.  The  charge?  That 

E  Herbert  Scannell,  president  of  Nickelodeon 

I  Resurrecting  Sgt.  Bilko  and  Sonny  and  Cher  for  adults. 


Nickelodeon's  April  launch  of  rerun  cable 
channel  TV  Land — aimed  at  adults — violates  an 
embargo  against  either  firm  starting  its  own 
channel.  The  two  own  USA  Networks. 

"Life  is  going  on,"  says  Scannell,  39.  Is  it 
ever.  Despite  the  December  defection  of  for- 
mer boss  Geraldine  Laybourne  to  Disney, 
Nickelodeon  has  a  51%  ratings  share  among 
kids.  That's  its  best  ever,  double  the  total  of 
ABC,  CBS  and  Fox,  plus  Disney  syndication. 

Now,  Scannell,  a  former  Showtime  marketer 
hired  as  Nickelodeon's  programming  director 
in  1988,  must  woo  TV  Land  subscribers  while 
fending  off  Laybourne  from  his  kids'  market. 
His  plans:  a  first  movie,  Harriet  the  Spy,  out  in 
luly,  weekday  prime-time  original  kid  pro- 
grams and  a  move  into  Latin  America. 


Gleaning  house 

"We  were  a  $900  million  com- 
pany behaving  like  a  $9  billion 
company,"  says  Michael  McLain, 
46,  new  chief  executive  of 
DowBrands,  the  unprofitable 
Indianapolis-based  consumer 
products  arm  of  Dow  Chemical. 

McLain,  who  joined  Dow  in 
1988  when  it  bought  his  employ- 
er, detergent-maker  Texize,  is 
attacking  bloated  overhead  and 
an  overly  ambitious  product  line. 
So  far  he  has  cut  80  management 
jobs  and  sold  off  its  hair  care 


products  company.  He's  pushing 
to  market  Saran  Wrap  and  Ziploc 
bags  in  Europe,  and  will  embla- 
zon the  Dow  name  onto  cleaners 
like  Fantastik  and  Spray 'n  Wash. 

But  his  may  be  a  last-ditch 
effort.  The  unit  is  flirting  with 
profitability,  but  with  the  U.S. 
market  mature,  can  McLain 
increase  revenues  abroad?  If  not, 
look  for  a  sale  or  spinoff.  WBK 

DowBrands'  Michael  McLain 

Time  to  clean  it  up— or  clear  it  out. 
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©1996  BankAmerica  Corporation 


iNNOWIVEflNANCING  FOR  A 

Commercial  Real  Estate  Company 


(Once  Again, 


<r  client  had  the  benefit  of  a 
'tn  of  specialists  in  commercial 
r/  estate  and  risk  management. 


In  order  to  purchase  an  office  building,  a  nationwide  real  estate  company  needed  to  min- 
imize borrowing  costs.  Our  knowledge  of  risk  management  enabled  us  to  structure  a  deal 
that  not  only  lowered  the  immediate  borrowing  costs,  but  hedged  some  of  our  client's 

 ra 


unearth  creative  solutions  to  difficult  problems. 


Bank  of  America 


EDITED  BY  JOSHUA  LEVINE 


The  new  U.S. -made  Mercedes  sports  utility  vehicle 
won't  be  available  until  next  year,  but  its  maker  is 
already  hard  at  work  preselling. . 

"Give  me 
one  of  those" 


A  $12  million  campaign  to  sell  the  Mercedes  M-Class  by  mail 

Can  you  presell  35,000  cars  before  they  hit  the  dealerships? 


So  far  as  we  know,  nobody  else  has 
ever  tried  to  sell  a  new  automobile 
through  direct  mail  in  quite  this  way. 
By  the  time  the  Mercedes-Benz 
$30,000-plus  M-Class  sports  utility 
vehicle  hits  the  showrooms  in  the  fall 
of  next  year,  its  manufacturer  hopes  to 
have  presold  virtually  the  whole  first 
year's  U.S.  allotment  of  35,000  cars. 

To  he  built  in  Vance,  Ala.,  the 
Mercedes  M-Class  is  the  German  en- 
try in  the  booming  $42  billion  market 
for  four-wheel-drive  sports  utility  ve- 
hicles. The  car  doesn't  even  have  a 
name,  but  an  early  model,  unveiled  at 
the  North  American  International 
Auto  Show  in  Detroit  last  January, 
looked  something  like  a  big,  blue 
bubble  w  ith  fat  wheels. 


Why  the  emphasis  on  direct  mail? 
"Mass  selling  has  been  a  tremendous 
strain  on  our  resources,11  explains 
Mike  Jackson,  executive  vice  presi- 
dent of  marketing  at  Mercedes-Benz 
of  North  America,  Inc.  "We  knew  we 
were  the  most  admired  brand,  but  we 
needed  to  inspire  more  yearning.  Be- 
sides, the  world  is  not  exactly  waiting 
for  a  new  sports  utility  vehicle  from 
Mercedes-Benz.11 

To  inspire  that  yearning,  Mercedes 
wants  to  use  mail  to  get  closer  to 
potential  buyers.  "With  most  direct 
mail  selling,  you  buy  a  list,  send  them 
a  sleeve  of  golf  balls  and  hope  they 
show  up  at  the  dealer,11  says  Alice 
Connery,  head  of  the  Mercedes  ac- 
count at  the  New  York  City- based 


Rapp  Collins  Worldwide,  Mercedes1 
direct  marketing  agency. 

Manufacturer  and  agency  culled 
500,000  or  so  names  from  their  lists 
and  lists  of  owners  of  other  recre- 
ational utility  vehicles.  Mercedes  and 
Rapp  Collins  asked  these  people  if 
they  would  be  willing  to  enter  into  a 
two-year  dialogue-by-mail  with  Mer- 
cedes leading  up  to  the  introduction 
of  the  M-Class.  About  70,000  said 
they  would.  Mercedes  is  adding  to  the 
pool  to  get  the  list  up  to  roughly 
135,000  names. 

So  far  there  have  been  two  bulk 
mailings  to  the  interested  buyers. 
Each  mailing  contained  a  detailed 
survey  questionnaire  asking  about 
everything  from  styling  preferences  to 
details  like  how  many  beverage  cup 
holders  people  want.  Prospects  can 
check  as  many  boxes  as  they  want  on 
the  survey. 

Once  mailed  back  to  Mercedes, 
the  responses  get  sorted  and  tabulat- 
ed. Prospects  concerned  about 
safety,  for  example,  then  get  a  letter 
back  from  Mercedes  extolling  the 
side  airbags  and  crumple  zones  on 
the  M-Class. 

People  who  wonder  if  the  car  will 
be  roomy  enough  get  a  letter  favor- 
ably comparing  the  car's  interior  di- 
mensions with  those  of  the  Ford  Ex- 
plorer and  the  Jeep  Grand  Cherokee. 

The  car's  design  is  even  being 
tweaked  by  the  responses  Mercedes 
gets.  Potential  buyers  wanted  brush 
guards  on  the  grill  and  roof  racks 
standard.  They'll  get  them.  They  nee- 
dled Mercedes  about  the  outside 
spare  tire  and  asked  for  it  to  be  moved 
inside.  They'll  probably  get  that,  too. 
As  the  launch  approaches,  prospects 
will  probably  be  able  to  reserve  an  M- 
Class  car  by  mail  indicating  the  color 
and  options  they  want. 

This  elaborate  direct  mail  cam- 
paign isn't  cheap.  Mercedes  is  spend- 
ing $12  million  on  it.  But  so  far  it 
seems  to  have  yielded  good  results. 
About  1,000  overeager  buyers  in 
Texas  got  so  worked  up,  they  sent 
deposits  to  one  dealer  even  though 
Mercedes  still  doesn't  know  which 
dealers  will  get  the  new  M-Class. 

Still,  it's  an  encouraging  sign. 
"Ideally,"  says  Connery,  "we'll  have 
customers  lined  up  outside  dealer- 
ships in  the  fall  of  1997  saying,  'Give 
me  one  of  those.1  11  -J.L.  K 
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Staging  at  The  Ritz-Carlton  isn't  a  sign 
of  success.  Its  a  means  to  success. 


On  the  road  to  success,  there 
isn  t  a  more  productive  place  to  stay 
than  The  Ritz-Carlton.  Or  a  more 
resourceful  staff.  Whatever  services 
you  require,  from  one-hour  delivery 
of  a  pressed  suit  to  24-hour  business 
centers,  we'll  provide.  Personally. 

Call  your  travel  professional  or 
The  Ritz-Carlton  at  800-241-3333 


for  reservations  and  information. 
And  we'll  move  you  further  along 
the  road  to  success. 

\De  also  offer  AT&T  In- room 
Long  Distance  Service  at  most 
locations  —  _, 

=ATsJ 

for  your  — '  YourTrue Choice 

AT&T  Calling  Card,  AT&T  Universal 
Card  and  operator-assisted  calls. 


The  Ritz -Carlton1 


itlanta  ■  Barcelona  ■  Boston  ■  Buckhead  • 
'htlddeiphtd  •  Phoenix  ■  Sdn  Frdncisco 


Cleveland  ■  Dearborn  ■  Double  Bay  •  Hong  Kong  •  Houston  ■  Huntington  Hotel  •  Kansas  City  ■ 
Seoul  -  Singapore  ■  St  Louts  ■  Sydney  •  Tysons  Corner  ■  Washington,  DC  •  1996   Bali  ■  199? 


ITIdrina  Del  Rey  •  flew  I/or*  ■  Pentagon  City 
Jakarta,  Kuala  Lumpur,  Osaka  •  1998  Tokyo 


Advertisement 


CNA  Insurance  Companies  Public  Policy  Forum 


1111L  1 


States  Seize  the  Initiative  on  Tort  Reform 


American  businesses  face  an  expensive  and  unpredictable 
tort  system.  In  many  states,  companies  are  spending 
thousands  of  dollars  defending  themselves  against  frivolous 
lawsuits,  while  multiple  awards  threaten  to  put  employers 
out  of  business.  The  cost  of  lawsuits  in  the  U.S.  was  $152 
billion  in  1994  —  the  highest  in  the  industrialized  world  — 
putting  American  businesses  at  a  competitive  disadvantage. 

But  the  tide  is  beginning  to  turn.  Businesses  and  state 
legislators  are  working  together,  with  increasing  success,  to 
solve  America's  lawsuit  problems.  Last  year,  Illinois  passed 
the  nation's  most  comprehensive  tort-reform  bill,  which  is 
serving  as  a  model  for  reform  efforts  in  other  states. 

A  Burden  to  Business 

CNA  has  long  been  a  strong  supporter  of  state  tort 
reform.  As  a  major  insurer  offering  several  lines  of 
liability  insurance,  we  are  only  too  aware  that  lawsuit 
costs  hamper  competition  in  the  global  marketplace. 
For  many  years,  we  have  worked  with  business  groups 

such  as  the  Illinois  Business 
Round  table  and  Illinois 
Citizens  Against  Lawsuit 
Abuse  to  improve  the  tort 
liability  system.  CNA  be- 
lieves that  effective  state  tort 
reform  should  address  the 
following  essential  issues: 

f*tW  ■  Joint  and  Several 

Liability.  The  rule  of  joint 
and  several  liability  makes 
every  defendant  in  a  law- 
suit responsible  for  100%  of 
the  damages.  A  defendant 
only  marginally  responsible 
might  have  to  pay  the  entire 
award  if  the  principal 
defendant  cannot  pay.  CNA  believes  that  defendants 
should  have  to  pay  damages  only  according  to  their 
degree  of  fault.  A  defendant  found  to  be  10%  respon- 
sible should  have  to  pay  only  10%  of  the  award. 

■  Punitive  Damages.  Punitive  damages  are  meant  to 
penalize  defendants  who  knowingly  or  maliciously 
cause  harm  and  to  discourage  them  from  committing 


Dennis  H.  Chookaszian 
Chairman  and  CEO 
CNA  Insurance  Companies 

"CNA  has  long  been  a 
strong  supporter  of  state 
tort  reform." 


the  same  act  again.  However,  this  concept  is  being  mis- 
used. It  has  become  routine  for  plaintiffs  to  seek  puni- 
tive damages  in  the  hope  that  a  sympathetic  jury  will 
give  them  a  large  award.  CNA  supports  reforms  that 
set  reasonable  limits  on  the  size  of  punitive  damages  or 
define  the  circumstances  under  which  plaintiffs  can 
collect  these  damages. 

■  Non-Economic  Damages.  Non-economic  damages 
compensate  for  such  losses  as  pain  and  suffering.  As  it 
is  very  difficult  to  assign  a  dollar  value  to  these  losses, 
they  often  lead  to  excessive  awards.  CNA  supports  bas- 
ing non-economic  damages  on  an  objective  standard: 
three  times  the  economic  damages,  for  example. 

Restoring  Fairness 
and  Efficiency 

Consumers  and  businesses 
alike  want  a  fair  and  bal- 
anced legal  system.  Injured 
parties  deserve  to  receive  fair 
compensation  in  a  timely 
manner.  But  litigation  has 
become  too  expensive  and 
time-consuming.  Outcomes 
are  so  random  and 
unpredictable  that  the  tort 
system  is  often  referred  to  as 
a  lottery. 

Studies  have  shown 
strong  public  support  for 
tort  reform.  A  1995  survey 
found  that  95%.  of  Americans 
think  that  there  are  too  many 
lawsuits  in  the  U.S.  today, 
and  83%  think  that  the 

current  liability  system  should  be  improved. 

In  the  ten  years  that  the  American  Tort  Reform 
Association  (ATRA)  has  been  working  for  tort  reform, 
states  have  become  the  primary  arena  for  addressing 
the  problems  of  liability  law.  Legislators  are  realizing 
that  liability  law,  like  education  or  tax  law,  is  an  area  in 
which  they  can  and  should  act.  And  like  such  local 
issues  as  education  or  tax  law,  liability  law  affects 
everything  that  takes  place  in  a  state. 


Sherman  Joyce 
President 
American  Tort  Reform 
Association  (ATRA) 

"The  states  have 
become  the  primary 
arena  for  addressing 
the  problems 

of  liability  law." 


U.S.  lawsuit  costs  were 
$152  billion  in  1994. 


In  the  past  decade,  virtually  every  state  has 
?assed  some  aspect  of  ATRA's  tort  reform  agenda. 
Aore  than  half  of  the  states  have  passed  joint  and 
everal  liability  reform  and  punitive  damages  reform, 
n  1995,  19  states  passed  tort  reform  laws.  Key  reforms 
vere  passed  in  Illinois,  Michigan,  New  Jersey,  North 
Carolina,  Wisconsin,  Indiana  and  Texas.  These  states 
nave  taken  important  steps  toward  stemming  the  tide 
f  frivolous  lawsuits  and  returning  fairness  and 
[esponsibility  to  the  American  legal  system. 

teal  Reform  in  Illinois 

|n  March  1995,  a  sweeping  tort-reform  measure  was 
igned  into  law  in  Illinois.  The  law  was  supported  by 
broad-based  business  coalition.  Its  passage  has  been 
me  of  Illinois'  biggest  accomplishments. 

Illinois'  comprehensive  reform  bill  is  being  used 
s  a  model  by  other  states,  including  Ohio  and 
California.  The  law  includes  a  $500,000  cap  on  awards 

for  non-economic  damages 
(pain  and  suffering),  a 
punitive-damages  limit  of 
three  times  economic 
damages  and  a  repeal  of 
joint  and  several  liability.  It 
also  prevents  plaintiffs  from 
receiving  awards  if  they  are 
found  to  be  more  than  50% 
responsible  for  the  injury 
or  damage.  In  a  study  done 
before  the  law  was  passed, 
the  Illinois  Civil  Justice 
League  estimated  that 
lawsuits  cost  each  person 
in  Illinois  $1,200  a  year 


Lee  A.  Daniels 
Illinois  House  Speaker 

"Tort  reform  has  been 
one  of  Illinois'  biggest 
accomplishments. " 


through  inflated  consumer  prices,  insurance  premi- 
ums and  healthcare  costs. 

Tort  reform  reduces  unnecessary  lawsuits  and  helps 
the  economy.  A  recent  study  by  the  National  Bureau  of 
Economic  Research  found  states  that  have  adopted 
limits  on  civil  lawsuits  experienced  major  gains  in  jobs 
and  economic  growth.  Employment  and  productivity  in 
some  industries  has  grown  by  as  much  as  25%. 

As  the  federal  government  hands  even  greater 
responsibility  to  the  states,  the  role  of  state  lawmaking 
will  become  more  important.  We  cannot  wait  for  the 
federal  government  to  address  our  pressing  problems. 
We  must  act  now  to  solve  them  on  our  own.  As  we 
have  shown  in  Illinois,  there  is  great  potential  for 
positive  change  at  the  state  level. 

Working  for  Reform 

Businesses  and  state  legislators  need  to  work  together 
to  enact  tort  reforms.  State  tort  reform  can  control  rising 
liability  costs  and  help  U.S.  businesses  compete  in  the 
global  marketplace.  Businesses,  with  their  firsthand 
knowledge  of  the  local  economic  climate,  can  have  a 
positive  impact  on  their  states'  tort  systems.  Together 
we  can  create  a  fair  and  effective  Liability  system. 


For  more  information  on  specific  state  and  federal 
tort-reform  activities,  contact  the  American  Tort 
Reform  Association  at  800-306-ATRA.  Visit  the  ATRA 
Web  site  at  http://www.atra.org/atra/atra.htm 


CNA  is  the  sixth-largest  insurance  organization  in  the  U.S.,  based  on 
1994  net  written  premiums.  It  is  a  multiline  insurer  with  nearly  100 
years  of  experience,  assets  of  $59.9  billion  and  stockholders'  equity  of 
$6.7  billion  as  of  December  31 , 1995.  CNA  is  a  registered  service  mark 
of  the  CNA  Financial  Corporation. 


MARKETING 


Been  arrested  lately?  You  may  be  in  demand 
for  product  endorsements. 

MTV  conquers 
Madison  Avenue 


By  Robert  La  Franco 

Dennis  Rodman  is  6  foot  6  with  ugly 
tattoos,  blazing  fluorescent  hair  and 
bulging  biceps.  In  March  the  Chicago 
Bulls  power  forward  head-butted  a 
referee  and  earned  a  six-game  suspen- 
sion without  pay.  Rodman,  35,  is  a 
long  way  from  your  old-fashioned, 
clean-cut  sports  hero.  He  often  wears 
women's  clothing,  muses 
openly  about  sleeping  with 
men  and  has  said  his  fantasy 
is  to  play  his  last  league 
game  in  the  nude. 

Rodman  is  swamped 
with  endorsement  offers. 
He's  a  perfect  pitchman  for 
the  Nineties.  "He  says, 
'You  don't  have  to  conform 
to  be  happy,'  "  says  Rod- 
man's agent,  30-year-old 
Dwight  Manley. 

We're  talking  about  en- 
dorsements for  conven- 
tional outfits  like  Nike, 
McDonald's,  Comfort 
Inn  and  Carl's  Jr.  Rod- 
man will  earn  over  $1  mil- 
lion this  year  endorsing 
their  products. 

That's  on  top  of  the  roy- 
alties the  literary  world  will 
bestow  upon  him  for  Rod- 
man's first  "book,"  actually 
written  by  Tim  Keown.  It's 
called  Bad  as  I  Wanna  Be.  i^H 

To  be  bad  today  is  to  be 
good — or  at  least  lucrative.  Rebels 
with  attitude  have  been  hip  ever  since 
Marlon  Brando  became  a  Hollywood 
legend  more  than  four  decades  ago 
when  he  mumbled  his  wa\  through 
The  Wild  One.  But  Brando  was  not  in 
demand  for  endorsing  Oldsmobiles. 
Even  in  the  protest-filled  Sixties  and 
Seventies,    mainstream  advertisers 


largely  avoided  embracing  rebellious 
images  and  icons. 

But  now,  it  seems,  out  is  in.  Madi- 
son Avenue  has  decided  that  there 
lurks  not  only  in  the  young  but  also  in 
the  not-so-young  a  desire  to  appear 
hip — which  is  to  say  crude  and 
unconventional. 


Chicago  Bulls  bad  boy  Dennis  Rodman 
A  perfect  pitchman  for  the  Nineties. 


This  is  leading  to  some  peculiar 
alliances.  Microsoft  included  the  song 
"Every  Iceberg  is  Afire"  by  alterna- 
tive band  Sky  Cries  Maty  on  a  recent 
promotional  disk,  along  with  music 
by  John  Coltrane  and  Mary  Chapin 
Carpenter. 

Been  arrested?  Good.  Rapper 
Snoop  Doggy  Dogg,  recently  ac- 


quitted of  murder  charges  in  a  Los 
Angeles  court,  helped  launch  Tom- 
my Hilfiger  into  the  big  time 
(Forbes,  Feb.  26). 

Though  Hilfiger  once  championed 
a  classically  middle-American  preppy 
style,  he  makes  it  hip  by  using  Coolio, 
a  former  crack  addict  and  thief  turned 
rap  star,  as  a  runway  model.  Snoop, 
meanwhile,  has  moved  on  from  Hil- 
figer to  Armani. 

No  Fear,  a  five-year-old  apparel 
company  based  in  Carlsbad,  Calif, 
has  grown  from  zero  to  $135  million 
in  revenues  by  riding  the  rebel  image. 
Its  ads  are  soaked  in  attitude:  "The 
meek  shall  inherit  the  earth — they  just 
better  stay  the  hell  off  the  track." 

"Our  target  is  the  young  psycho- 
graphic,"  explains  a  No  Fear  spokes- 
person. She  means  the  company's 
aiming  at  the  baby  boomer  who 
hopes  to  hang  on  to  his  youth — as 
well  as  at  his  15 -year-old  son. 

And  so  it  goes.  When 
|  Dennis     Rodman  soon 
Z  shows  up  on  television  pro- 
g  moting  Carl's  Jr.  hamburg- 
ers, he  will  replace  the  cur- 
rent campaign,  which  fea- 
tures  a   beautiful  model 
dripping  ketchup  on  her 
stylish  white  blouse  while 
she  shoves  a  burger  past  her 
perfect  lips.  "If  it  doesn't 
get  all  over  the  place,  it 
doesn't   belong   in  your 
face,"  says  the  ad. 

After  its  first  airing  a  year 
ago,  the  ads  triggered  com- 
plaints accusing  Carl's  of 
promoting  bad  table  man- 
ners. The  company  was  de- 
lighted and  responded  with 
a  series  of  radio  ads: 
"Lighten  up  and  get  off  the 
couch,"  they  say.  "It's  just 
a  commercial." 

Will  there  be  a  backlash? 
Does  ugly  really  sell  better 
than  beautiful?  There's  no 
sign  yet  of  a  serious  back- 
lash", so  you  can  expect  more  of  the 
same.  Just  ask  Jeffery  Plansker,  a  di- 
rector of  music  videos  who  was  re- 
cently hired  to  do  a  series  of  TV  com- 
mercials for,  of  all  people,  Prudential. 

"Advertisers,"  Plansker  says  happi- 
ly, "realize  that  rebellion  can  create 
revenue.  MTV  has  completely  taken 
over."  ■ 
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GLOBAL 

Cash  Management 
solutions 


You  Want 
Up-To-The-Minute 
Information,  Down  To 
The  Last  Detail. 


You  Need  Cash 
Management 
Around  The  Clock, 
Around  The  World. 


Some  Banks  Can 


Meet  Your  Expectations. 


One  Bank  Goes 
Beyond  Them. 


Citibank  combines  technological  innova- 
tion and  professional  expertise  to  create 
solutions  based  on  your  company's  unique 
cash  management  needs.  In  97  countries, 
no  other  bank  can  maximize  your  money's 
productivity  like  Citibank  can. 


CITIBANK  is. 


I  want  my  own  place. 

I 

A  place  where 
I  can't  be  reached. 


I  want  to  be  "Off  Duty." 


I  want  to  call  a  "Time  Out." 

—  . ,  : ,  .  j&m 

I  want  a  mute  button  for  reality. 


I  want  to  put  the  workTon  hold  and  tell  it 
Til  get  back  to  you." 


The  1996  Monte  Carlo.  For  anyone  who's  ever 
wanted  a  little  personal  space.  Qijiet  you  can.  feel. 


Monte  Carlo 


Comfort  that  surrounds  you.  Harmony  in 
the  details.  Performance  that  makes  you  feel 
like  you're  going  somewhere,  even  when  you're 
just  cruising.  That's  Monte  Carlo.  Designed 
from  the  inside  out  around  the  driver,  to  be  a 
very  personal  space.  With  a  very  personal  fit. 

From  Genuine  Chevrolet. 

- 

■ 

Genuine  Chevrolet 


<SUVW(vG\l  Corp.  All  Rights  Reserved.  Buekle  up.  Amene.i!  »    For  .1  brochure  call  1-S00-950-2438  or  visit  lmp://w\vw.chevrolet.com 
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It's  like  the  good  old  days  at  IBM— nearly  9%  net 
on  sales,  22%  on  shareholders'  equity. 
It  may  be  too  good  to  last. 

Can  IBM 
keep  it  up? 


By  David  Churbuck  and  Gary  Samuels 

Louis  Gerstner  Jr.  has  done  a  stunning  job  of  proving 
that  all  those  obituaries  for  the  big  computer  were  prema- 
ture. Look  at  what  has  happened  since  he  arrived  at 
International  Business  Machines  in  1993.  The  company 
has  replaced  its  aging  line  of  water-cooled  mainframes 
with  smaller,  faster,  cheaper,  but  still  immensely  profit- 
able, mainframes.  It  can  hardly  keep  up  with  the  orders. 

At  the  same  time,  Gerstner  has  reduced  IBM's  swollen 
employment  roster  from  300,000  to  225,000,  and  low- 
ered annual  operating  costs  by  $15  billion.  A  company 
that  had  been  hemorrhaging  cash  snapped  back  into  the 
black  with  a  record  profit  of  $6.3  billion  before  one-time 
charges,  $1 1  a  share. 

There's  going  to  be  more  good  news.  IBM  could  easily 
turn  in  another  record  performance  for  1996  by  earning 
$12  a  share,  a  22%  return  on  shareholders'  equity. 

Why,  then,  are  IBM  shares  so  badly  lagging  the  market? 
At  a  recent  107,  they  are  trading  at  10  times  trailing 
earnings.  This  is  a  market  in  which  the  s&P  industrials  sell  at 
21  times  earnings.  IBM  doesn't  have  to  be  a  growth 
company  like  Microsoft  or  Cisco  to  be  a  bargain  at  107.  All 
it  has  to  be  is  a  steady  cash  generator. 

What  seems  to  worry  the  market  is  this:  that  IBM's 
current  spurt  won't  last  for  more  than  a  few  years.  Its 
profitability  is  heavily  a  function  of  its  dominance  in  the 
mainframe  computer  business.  The  big  question  is:  Will 
large  companies  reverse  course  and  start  giving  new 
assignments  to  mainframes  instead  of  to  networks  of 
smaller  machines  like  personal  computers? 

Among  IBM's  big  growth  businesses,  nothing  even  comes 
close  to  mainframes  in  profitability.  These  big  computers, 
which  am  banks,  process  insurance  claims  and  maintain 
airline  reservation  systems,  cost  from  $500,000  to  $10 
million.  IBM's  top-of-the-line  System/390  hardware  and  all 
the  things  that  go  with  it — disk  drives,  software  and  mainte- 
nance contracts — account  for  roughly  a  third  of  revenues, 
and  twice  that  percentage  of  its  profits,  without  even 
counting  professional  services,  which  often  have  a  large 
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IBM  Chairman 
Louis  Gerstner  Jr. 
and  a  System/390  CMOS 
mainframe  being  assembled 
"The  dogs  aren't  eating  the 
dog  food,"  says  one  analyst. 


mainframe  dependency. 

Personal  computers,  which  accounted  for  $  1 3  billion  in 
sales  for  IBM,  may  just  have  broken  even  last  year.  The 
sendee  business  does  quite  well.  It  comprises  an  outsourc- 
ing arm,  which  runs  computers  for  companies  like  Ameri- 
tech  and  Lucent  Technologies,  and  a  consulting  business, 
which  helps  companies  plan  and  implement  new  computer 
systems.  Services  brought  in  about  as  much  revenue  as! 
personal  computers  but  were  much  more  profitable,  pro- 
ducing $2.7  billion  in  gross  profits. 

Which  left  big  iron,  as  the  trade  calls  mainframes,  to 
bring  home  the  bacon.  The  hot  item  in  IBM's  catalog  is  a 
new  line  of  System/390  mainframes  based  on  so-called 
complementary  metal-oxide  semiconductor,  or  CMOS, 
chips,  designed  to  replace  the  older  bipolar  chips  that  ran 
faster  and  hotter  and  thus  demanded  messy  water  cooling. 
The  new  CMOS  machines  are  so  much  cheaper,  smaller  and 
easier  to  use  that  IBM  has  been  overwhelmed  by  the 
demand.  IBM  probably  has  a  gross  margin  of  80%  to  90%  on 
its  new  CMOS  hardware  business  and  a  95%  gross  margin  on 
a  sister  business,  mainframe  software. 

That's  why  IBM,  trimmed  and  slimmed,  made  such  a 
powerful  comeback  last  year.  And  why  it  could  also  have  a 
great  1996  and  a  respectable  1997. 

The  new  line  pulled  IBM's  mainframe  business  out  of  the 
doldrums,  where  it  was  becalmed  in  the  early  1990s,  when 
firms  discovered  client/server  networks  and  were  con-j 
vinced  they  shouldn't  put  another  dime  into  mainframes. 

But  the  mainframe  wasn't  dead.  Big  businesses  still 
needed  them  to  maintain  critical  applications  like  running 
automated  teller  machines  and  delivering  E-mail. 

The  old  water-cooled  machines  sold  in  1995  for  roughly 
$23,000  per  MIPS,  a  measure  of  computing  power  equal  to  a 
million  instructions  executed  per  second.  But  the  water- 
cooled  machines  were  expensive  to  make,  too,  says  analyst 
David  Plover  of  International  Data  Corp. 

Priced  at  just  $  1 8,000  per  mips  and  greatly  improved,  the 
new  System/390  CMOS  mainframes  were  an  irresistible 
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(buy.  (Suppose  General  Motors  were  to  produce  an  im- 
proved Cadillac  and  price  it  at  20%  below  the  old  model. 
Who  wouldn't  turn  their  old  models  in?)  Being  much 
cheaper  to  build,  the  CMOS  machines  are  highly  profitable 
feven  though  priced  so  much  lower. 

Forbes  estimates  that  CMOS  machines,  which  last  year 
iccounted  for  50%  of  IBM  mainframe  shipments,  brought 
in  gross  profits  of  around  S2.2  billion.  This  year  IBM  will 
ihip  even  more  CMOS  computers. 

But  what  happens  when  the  last  mainframe  user  has 
•eplaced  his  old  machine?  IBM  can  sell  a  new  mainframe  for 
ive  to  ten  times  its  manufacturing  cost  because  it  has  a 
.aptive  audience — banks,  insurance  companies,  motor 
ehicle  departments  and  so  on  that  can't  yet  move  their 
Sperations  over  to  desktop  computer  networks.  However, 
:he  audience  is  about  to  become  a  little  less  captive. 
\mdahl  and  Hitachi  will  start  rolling  out  their  own  new 


lines  of  CMOS  mainframes  later  this  year,  putting  pressure 
on  IBM  to  cut  its  prices  faster.  Within  two  years,  predicts 
IDC's  Flover,  those  CMOS  machines  will  be  selling  for  less 
than  $5,000  per  mips.  Even  with  a  sharp  gain  in  mips  sales 
volume,  mainframe  revenue  is  likely  to  decline  and  main- 
frame gross  profits  to  decline  even  more  sharply. 

Simple  common  sense  says  these  margins  will  decline. 
This  year  IBM  will  net  about  9%  on  sales.  Profits  at  that  level 
at  some  point  inevitably  attract  competition  and  invite 
customers  to  seek  substitute  products. 

As  the  newer  mainframes  replace  older  ones,  IBM  will 
lose  a  lair  amount  of  maintenance  revenue.  The  new  CMOS 
mainframes  require  vastly  less  maintenance  than  the  old 
water-cooled  monsters,  in  many  cases  a  tenth  as  much. 
Maintaining  these  machines  is  a  profitable  business  for  IBM 
but  a  declining  one.  "If  an  old  machine  that  had  a  $1 5,000- 
a-month  maintenance  charge  is  replaced  by  a  CMOS  machine 
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COMPUTERS/COMMUNICATIONS 
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IBM's  mainframe  business  is  back,  thanks  to  a  new  technology 
that  makes  big  iron  cheaper.  Downside:  IBM  has  to  sell  much 
more  mainframe  power  just  to  keep  its  revenue  from  declining. 


with  maybe  a  $l,500-a-month  maintenance  charge,  this  is  a 
big  deal,"  says  Charles  Burns,  director  of  research  for 
datacenter  strategies  at  Gartner  Group. 

In  1995  maintenance  revenues  grew  slightly,  to  S7.4 
billion  from  $7.2  billion,  but  the  growth  was  due  to 
currency  benefits.  In  the  U.S.,  maintenance  revenue  has 
been  declining  slowly  for  the  past  two  years.  That  trend 
will  only  accelerate,  driving  maintenance  gross  margins  of 
51%  down  sharply. 

That  leaves  software.  Every  System/390  installation, 
even  clones  made  by  IBM's  competitors,  needs  ibm's 
software  to  run:  namely,  operating  systems  like  the  old  MVS 
or  the  new  OS/390.  Usually  IBM  w  ins  a  few  orders  for 
software  that  runs  networks  or  helps  companies  add  new 
features  to  old  programs.  Here  is  where  IBM  has  a  bullet- 
proof annuity  for  the  next  decade,  worth  maybe  $2  billion 
to  $3  billion  a  year  in  pretax  profit. 

The  bigger  question  lacing  IBM  involves  the  future  of 
the  mainframe  itself.  The  vast  majority  of  new  mainframes 
being  sold  now  are  to  run  business  functions  that  have 
always  run  on  mainframes.  The  risk  and  cost  of  converting 
all  the  software  to  networks  of  PCs  and  servers  simply  is  still 
too  high.  But  if  there's  no  conversion  cost,  mainframes 
have  a  hard  time  competing.  A  desktop  PC  costs  less  than 
$15  per  mips,  a  tiny  fraction  of  the  mainframe  mips  price. 

ip.m  has  been  beating  the  bushes  for  new  ways  to  use 
mainframes.  It  has  encouraged  independent  software 
firms,  like  PeopleSoft  and  J.D.  Edwards,  to  adapt  popular 
programs  to  run  on  IBM's  mainframe  operating  system, 
MVS.  But  analysts  are  skeptical.  "The  dogs  aren't  eating  the 
dog  food,"  says  Charlie  Burns,  the  Gartner  Group  analyst 
who  surveys  large  corporate  users. 

Late  last  year  Gerstner  began  promoting  the  Internet  as 
the  new  application  that  will  boost  mainframe  sales.  This 
seems  a  reach.  Mainframes  will  continue  to  be  repositories 
of  critical  corporate  information,  but  lor  the  most  part, 
they  will  connect  to  the  Web  through  smaller,  specialized 
computers  called  servers  that  run  the  most  common  and 
popular  Web  software.  Those  servers  will  pass  requests  for 
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information  on  to  mainframes. 

At  Ford  Motor  Co.,  IBM  has  been  selling  new  main- 
frames over  the  past  few  years  to  support  Ford's  rapidly 
growing  E-mail  system.  Ford  is  no  newcomer  to  the 
Internet.  Nine  years  ago  it  hooked  into  the  Internet  to  let 
engineers  in  Europe  use  Ford's  Cray  supercomputer  in  the 
U.S.  during  off-hours.  Today  Ford's  so-called  intranet 
uses  the  Internet  to  tie  together  90,000  computers.  Now 
Ford  wants  to  take  its  E-mail  system  off  mainframes  and 
put  it  on  the  Ford  intranet. 

Instead  ofa  mainframe  solution,  Ford  will  use  a  network 
of  servers.  Fwen  if  IBM  gets  picked  to  supply  the  commodity 
servers,  it  will  lose  the  very  profitable  revenue  associated 
with  a  mainframe  installation.  Ford  is  hardly  an  enemy  of 
IBM's;  its  chairman,  Alex  Trotman,  sits  on  IBM's  board  of 
directors. 

Why  did  IBM  lose  the  business?  Especially  since  IBM 
last  year  paid  $3  billion  to  buy  Lotus  Development 
Corp.,  whose  Notes  work-sharing  program  contains  a 
terrific  E-mail  function.  "I'm  still  confused  in  my  own 
mind  w  hat  IBM  is  doing  with  Lotus  and  how  that  might 
work  to  our  benefit  at  Ford,"  says  Ford  computer  maven 
Roger  Zauei. 

Network  Centric  Computing  is  another  IBM  theme 
that  is  supposed  to  signal  a  migration  from  mainframes 
to  the  desktop  and  is  now  focused  on  networks,  especial- 
ly the  Internet.  But  while  companies  from  Cisco  to 
3Com  to  Newbridge  Networks  created  a  multibillion- 
dollar  industry  in  equipment  to  link  up  all  kinds  of 
computers,  IBM's  communications  sales  have  stagnated. 
Only  this  year,  rather  late  in  the  game,  did  IBM  hook  up 
with  one  of  those  hot  companies,  data  switch  maker 
Cascade  Communications. 

For  all  this,  IBM  has  tremendous  strengths:  its  research;  a 
cash  flow  net  of  capital  spending  that  will  approach  $9 
billion  this  year — $  16a  share.  With  all  that  cash  and  all  that 
technology,  Gerstner  and  his  board  again  have  the  where- 
withal to  hedge  against  the  inevitable  decline  in  mainframe 
profitability.  What  they're  running  out  of  is  time. 

Let's  put  it  this  way:  Thanks  to  Gerstner  and  his  new 
CMOS  mainframes,  IBM  has  a  second  chance.  But  his  job  is 
less  than  half  finished.  That's  not  just  our  opinion.  It's  the 
stock  market's,  too.  ■ 
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A  wing  and  no  prayer. 


b  keep  up  with  the  accelerating 
ce  of  change,  organizations  are 
ing  forced  to  reshape  themselves. 
But  unless  improvements  impact 
areas  of  the  enterprise,  the  race 
ly  be  over  before  it  starts. 
>o  instead  of  focusing  on  just  one 

more  information,  please  visit  our  web  site  at  http: 


part  of  an  organization,  Andersen 
Consulting  can  help  you  transform 
the  whole.  And  rather  than  merely 
recommending  how  the  components 
should  fit  together,  we'll  work  with 
you  to  help  make  sure  that  they  do. 
Because  in  an  era  that  demands 

//www.ac.com. 


speed  and  agility,  organizations 
that  don't  transform  are  the  ones 
most  likely  to  end  up  in  the  soup. 

Andersen 
Consulting 
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COMPUTER  VENTURES 


Service  is  our  most 
important  product 


BY  A.  DAVID  SILVER 


A.  David  Silver  is 
president  of  ADS 
Financial  Services, 
Inc.,  Santa  Fe,  N.M., 
investment  banking 
firm  serving 
Internet-related 
companies,  and  is 
author  of  Quantum 
Companies  II. 
www.adsfin.com 


With  5,500  SUBS<  RJBERS.,  Exchange  Net- 
work Services  is  not  the  largest  Internet  ser- 
vice provider  in  the  country,  but  Til  bet  you 
it  has  the  youngest  boss.  Sixteen-year-old 
Michael  Krause,  a  high  school  junior, 
founded  the  company  two  years  ago.  He  was 
running  a  bulletin  board  service  out  of  a 
bedroom  in  his  parents1  home  and  he  noticed 
that  the  chatterers  had  begun  talking  about 
the  Internet. 

"The  math  of  the  business  is  simple,"  ex- 
plains Michael.  "For  every  ten  subscribers  you 
have  to  buy  a  S200  modem.  For  every  300 
modems,  you  have  to  buy  a  $3,000  terminal 
server."  Michael  persuaded  his  brother  Dan- 
iel, a  mutual  fund  salesman,  to  buy  87,000 
worth  of  startup  equipment,  using  his  credit 
card  to  pay.  The  company  has  had  positive  cash 
flow  ever  since. 

"We  don't  advertise  very  much,"  says  Mi- 
chael. "If  you  talk  to  your  customers  carefully 
and  explain  everything  in  language  they  can 
understand,  then  they  tell  their  friends." 

About  80%  of  Exchange  Network  Services' 
subscribers  come  from  other  customers'  refer- 
rals. "Customer  sen  ice  is  cool,"  says  Michael, 
who  gets  to  the  office  every  day  at  2  p.m.,  after 
finishing  school,  and  works  until  6  p.m.  and 
on  Saturdays.  A  staff  of  ten  people  report  to  the 
young  chief  executive,  including  seven  cus- 
tomer service  representatives,  four  of  w  hom 
work  nights  and  weekends. 

What  would  this  little  company  be  worth 
in  a  sale?  We  won't  know  until  it's  sold  or  goes 
public  ( my  firm,  by  the  way,  may  be  in- 
volved in  the  transaction),  but  it's  safe  to  say 
that  the  number  should  be  comfortably  in 
the  seven  digits.  Just  extrapolate  from  the 
valuations  of  larger  Internet  service  provid- 
ers: roughly  $715  per  subscriber  at  NetCom 
On-Fine  Communication  Services  and 
CompuServe,  SI, 000  at  America  Online  and 
$2,700  at  PS]  Net. 

What's  interesting  here  is  what  it  says  about 
Internet  sen  ice.  The  providing  of  access  looks 
like  just  another  commodity,  but  it  isn't.  If 
you  have  a  knack  for  responding  quickly  to  your 
customers'  problems  without  spending  too 
extravagantly  on  your  help  line  staff,  you  have 
the  formula  for  success.  l  ook  at  the  turmoil  in 
the  personal  computer  manufacturing  industry 


over  the  past  decade.  Anybody  can  make  a 
cheap  box,  but  not  everybody  can  also  make  his 
customers  happy. 

This  is  a  big  problem  for  the  on-line  ser- 
vices. As  their  customers  migrate  to  the  Inter- 
net, how  does  the  on-line  service  persuade 
these  customers  to  keep  them  on  as  the  access 
provider?  The  problem  is  not  in  the  pro- 
gramming: All  the  on-line  service  must  do  is 
take  its  existing  on-line  softw  are  and  tack  on 
an  Internet  connection  written  by  a  handful  of 
very  skilled  Lhiix  programmers.  But  the  mar- 
keting problem  is  something  else.  Imagine  see- 
ing an  announcement  when  you  boot  up 

"If  you  talk  to  your 
customers  carefully  and 
explain  everything  in 
language  they  can  understand, 
then  they  tell  their  friends." 


your  on-line  sen  ice:  "Good  Morning.  We're 
going  to  change  vour  subscription  from  our 
feature-rich  on-line  service  to  the  more  practi- 
cal Internet." 

Unlike  AOL,  NetCom  doesn't  have  the  mi- 
gration job  to  tackle — it's  already  a  pure  Inter- 
net service  provider.  Under  the  circum- 
stances, NetCom's  l<  >w  valuation  is  almost  as  big 
a  surprise  as  AOL's  lofty  one.  True,  NetCom  is 
in  the  red,  but  these  connection  companies  are 
like  cable  rv  providers  in  that  they  should  be 
appraised  more  on  subscriber  counts  than  prof- 
its. (We  are  not  engaged  by  NetCom.) 

NetCom  is  adding  5,700  subscribers  a 
week,  net,  and  its  managers  keep  their  heads 
under  the  hood.  Chief  Executive  David  Garri- 
son shares  this  w  ith  the  young  entrepreneur 
from  Cleveland:  He  has  developed  customer 
accounting  softw  are  that  enables  accurate  per- 
use billing,  an  industry  rarity.  He's  building  a 
sister  customer  sen  ice  center  in  Dallas.  When  he) 
gets  done,  NetCom  w  ill  have  added  200  cus- 
tomer sen  ice  experts. 

"The  most  frequently  asked  question  by  a 
new  subscriber  is  'How  do  I  get  onto  the 
Web?'  "  says  Michael  Krause.  "If  they  can't 
get  the  hang  of  it  over  the  phone,"  says  Michael, 
"I  get  in  my  car  and  drive  out  to  their  house." 

House  calls.  Now  that's  service.  Bl 
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HOW  to  push  the 

envelope  and  still 


fit  inside  it. 


THE  NEW  133  MHz  PENTIUM  PROCESSOR-POWERED 
DIGITAL  HiNOTE  ULTRA"  II.  ABOUT  FOUR  POUNDS  LIGHT  AND  ONE  INCH  THIN. 


PENTIUM'  PROCESSOR: 

LOO  MHz,  120  MHz, 
and  133  MHz 

SYSTEM  MEMORY: 

8  MB  to  40  MB  RAM 

HARD  DRIVE: 

IDE:  810  MB,  1.08  GB, 
or  1 .35  GB  user-removable 
FEATURES: 

VGA  and  SVGA  TFT 
LCD  screens  with  local  bus 

graphics  and  BitBLT 
engine,  lull  array  of  standard 

ports,  integrated  h  i  )A 
standard  infrared. 


Make  no  mistake  —  Digital  PC  technol- 
ogy knows  no  bounds.  Our  newest 
notebook,  however,  knows  the  bounds 
of  1 . 1  inch  by  8.5  inches  by  1 1  inches. 
It's  the  new  Digital  HiNote  Ultra"'  11. 
Slim,  sleek  and  stuffed  to  the  gills  with 
every  power-user 
goodie  imaginable  - 
including  the  rip- 
roaring  133  MHz 


Pentium*  processor.  Proving  yet  again 
that  if  you  want  to  be  on  the  cutting 
edge,  it  helps  to  be  razor  thin. 

Call  1-800-DIGITAL  and  press  3 
for  your  nearest  reseller  or  visit  our 
Web  site  at  www.pc.digital.com. 


IDSD 


pentium 


PC 
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SPECIAL       ADVERTISING  SECTION 


IS     THERE     A     LANGUAGE  BARRIER 
AT    YOUR  COMPANY? 


NTEG  RATED 


SOLUTIONS 


ENABLE  YOU  TO 


COMMUNICATE 


THROUGH  A  MAZE 


OF  BUSINESS 


SYSTEMS. 


There  are  many  ways 


for  your 


employees  to  communicate  with  one  another. 

But  getting  your  business  systems  to  speak  to  each 
other  is  a  whole  different  story  —  one  that  doesn't 
always  have  a  happy  ending. 

Diebold  has  been  getting  around  high-tech  language 
barriers  for  many  years.  The  company  mobilizes  its 
state-of-the-art  skills  and  expertise  in  technology, 
software,  service  and  systems  integration  to  link 
together  a  broad  range  of  card-based  transaction 
and  security  systems.  Diebold  software  allows  a 
variety  of  systems  to  communicate  and  interact  with 
each  other  for  improved  efficiency,  productivity  and 
performance.  And  it's  a  solution  that's  working  in 
many  industries. 


SPECIAL       ADVERTISING  SECTION 


'RDVEN   FIRST  IN  THE 
INANCIAL  INDUSTRY. 

The  financial  industry  is  particularly 
:hallenging,  with  its  many  diverse 
letworks  and  high-security  require- 
ments. Diebold's  integrated  systems 
arable  financial  institutions  to  increase 
Sufficiency,  enhance  fee  income, 
Strengthen  security  and  maximize 
shareholder  value.  Advanced  software 
|  stems  also  streamline  and  modernize 
Spissimilar  networks  and  branches 
flbrought  together  through  mergers, 
Acquisitions  and  consolidations. 

I  M  PROVED  EFFICIENCY 
'AND  CONVENIENCE  FOR 
OTHER  INDUSTRIES,  TDD. 

Life  at  college  campuses  is  simpler 
Ihese  days,  thanks  to  Diebold's 
Integrated  Campus  Access  Manage- 
ment (ICAM)  system,  a  card-based 
llolution.  Fee  payment,  meal  plans, 
building  access  and  security  monitor- 
ing services  are  now  combined  in 
me  all-encompassing  network.  ICAM 
is  effective  in  many  types  of  campus- 
like environments,  including  hospitals, 
Hlirports  and  corporate  facilities. 

Tealthcare  providers  —  with  a 
j;reater-than-ever  emphasis  on 
I improving  productivity  and 
l|  nhancing  security  —  are  finding 
[hat  integrated  solutions  reduce 
paperwork,  control  dispensing  of 
medication  and  supplies,  and  secure 

ard-to-protect  areas  such  as 
pharmacies,  nurseries,  parking 
jlecks  and  research  labs. 

Diebold's  innovative  payment 
plutions  enable  retailers  to 
lompete  better  by  reducing  costs 


and  increasing  customer  satisfaction. 
These  systems  for  electronic  funds 
transfer  can  be  tied  to  the  retailer's 
other  self-service  and  security 
networks  to  further  improve 
operations. 

Upgrades  are  easier 
than  ever. 

All  of  these  integrated  solutions 
feature  modular,  open-system 
platforms.  These  let  customers 
upgrade  their  systems  as  new 
features  become  available  or  as  new 
needs  develop. There's  no  need  to 
be  chained  to  out-of-date  technology. 


Providing  the  upgrades  is  a 
comprehensive  network  of  2, 300 
Diebold  service  professionals  in  400 
locations  throughout  the  United 
States.  This  well-respected  group 
also  maintains  and  services  these 
essential  systems. 

Diebold's  vision  has  found  a  way 
through  the  maze  of  challenges  you 
face  in  preparing  for  the  future.  To 
determine  the  right  networks, 
facilities,  products,  software  and 
services  to  achieve  your  goals  — 
and  to  help  them  speak  the  same 
language  —  contact: 


Diebold,  Incorporated 

P.O.  Box  3077 
Dept.  9-79 

North  Canton,  Ohio  44720-8077 
Call  toll-free  1-800-999-3600 
Fax  330-490-3794 

nternet  http:  // www.diebold.com 


DIEBOLD 


Biotechnology's  biggest  hits  have  copied  natural  proteins.  Now,  for  the 
first  time,  Lilly  is  using  biotechnology  to  manufacture  an  unnatural  drug. 
Good  news  for  diabetics. 

Better  than  Mother 
Nature 


By  Philip  E.  Ross 

The  biotechnology  industry  got  its 
start  when  scientists  learned  to  splice 
human  dna  into  bacteria  or  yeast, 
enabling  the  bugs  to  produce  natural 
proteins  critical  to  health.  A  vat  of 
such  bugs  can  yield  more  protein  than 
you  could  isolate  from  a  mountain  of 
animal  meat.  And  it's  human  pro- 
tein— what  could  be  better  than  that? 

Well,  a  semisynthetic  drug  might  be 
better.  Ask  Eli  Lilly.  The  Indianapolis- 
based  drug  company  was,  in  1923,  the 
first  in  the  U.S.  to  mass-produce  a  hor- 
mone from  animals.  In  1982  it  was  the 
first  in  the  world  to  make  a  human 
hormone  in  bacteria.  Now  it  has 
become  the  first  to  improve  on  nature 
itself  and  marry  the  result  to  biotech's 
production  methods. 

In  all  three  cases  the  hormone  was 
insulin,  which  lets  the  body's  cells 
absorb  sugar  from  the  blood.  Lilly's 
altered  insulin,  on  sale  in  Europe  and 
recently  recommended  for  approval  in 
the  U.S.,  gets  into  the  blood  faster 
than  the  insulin  diabetics  normally 
inject.  That  quick  action  makes  it  easier 
for  diabetics  to  plan  their  meals  and 
keep  their  blood  sugar  close  to  normal. 

Some  patients — for  now,  all  over- 
seas— are  very  grateful.  "It  is  much 
more  convenient,"  says  Bjorn  B. 
Larsen,  a  senior  lecturer  in  engineering 
at  Sor-Trondelag  College,  in  Trond- 
heim,  Norway.  "I  know  I  can  give 
myself  a  shot  at  the  last  moment 
before  eating,  a  great  psychological 
advantage." 

When  a  nondiabetic  eats,  sugar 
begins  to  reach  die  bloodstteam  within 
minutes,  causing  cells  in  the  pancreas 
to  release  insulin,  which  in  turn  brings 
down  the  sugar  concentration.  This 
precisely  orchestrated  feedback  gener- 
ally keeps  blood  sugar  within  30%  of  its 


mean  value.  But  diabetics  lack  this 
mechanism,  either  because  their  bodies 
are  insensitive  to  insulin  or  utterly  lack- 
ing in  it.  The  1 5  million  or  so  diabet- 
ics in  the  U.S.  with  diminished  sensi- 
tivity to  insulin  are  often  advised  to 
inject  insulin;  the  million-odd  who  lack 
native  insulin  must  do  so  to  live. 

The  problem  is  that  injected  insulin 
behaves  differently  from  the  pancreas- 
secreted  kind.  In  the  pancreas,  insulin 
molecules,  associate  in  six-member 
groups  that  break  down  in  die  blood- 
stream to  form  biologically  active 
units.  Injected  insulin  forms  a  pool 
under  the  skin  in  which  the  groups 


Eli  Lilly's  Humalog  molecule  (top) 

A  tiny  change  revamps  the  shape, 

as  compared  with  natural  insulin  (bottom). 
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Mien  it  comes  to  choosing  an  employee  dental  plan, 
weVe  raised  the  options  and  lowered  the  price. 

Introducing  the  Choice  Dental  Plan  from    to  pay —  thanks  to  our  expertise  in  managing 
ue  Cross  of  California.  The  revolutionary    plan  utilization  and  negotiating  fees  with 
ew  plan  that  offers  employees  PPO,  HMO 
id  out-of-network  dental  care,  plus  the 
nihility  to  change  plans  as  often  as  they 
ant. 

And  now,  most  of  our  plans  can  deliver 
1  of  those  options  for  considerably  less 
an  you  and  your  employees  would  expect 


ie  Cross  of  California  is  an  Independent  Licensee  of  the  Blue  Cross  Association.  ®  A  registered  trade  mark  of  the  Blue  Cross  Association.  ©  1996  Blue  Cross  of  California. 


thousands  of  participating  dentists. 

If  your  company  has  50  or  more  employees, 
call  your  local  Blue  Cross  broker,  consultant 
or  group  sales  office  for  more  information. 
And  we'll  show  you  a  plan  to  keep  everyone 
smiling.  Including  Accoimts  Payable. 


Blue  Cross  of  California, 


It's  Bigger  than  the  INTERNET. 

It's  about  global  commerce.  And  day-to-day  business. 
It's  about  staying  competitive. 


With  total  access,  there  are  no  limits  to  where  you 
can  go...  or  who  you  can  do  business  with. 

U.S.  Robotics  provides  end-to-end  information  access 
solutions  for  every  level  of  your  organization  -  giving 
you  an  edge  on  the  competition. 

We  provide  the  technology  to  access  a  future 
without  limits. 


® 


Mobotlcs 

The  Intelligent  Choice  in  Information  Access 


NETWORK  SYSTEMS  DIVISION 

Offices  Worldwide 


SCIENCE  &  TECHNOLOGY 


Quick  fix 


Humalog  begins  as  natural  insulin  does,  in  a 
six-molecule  group  called  a  hexamer.  But  . 
because  the  order  of  two  adjacent  amino 
acids  has  been  switched,  Humalog  mole- 
cules aren't  as  sticky  as  insulin  and  can 
break  up  more  quickly  into  active  units. 
Those  units  help  cells  absorb  excess  sugar 
from  the  blood.  The  action  is  so  quick  that  a 
diabetic  patient  can  sit  down  to  eat  immedi- 
ately after  injecting,  instead  of  waiting  45 
minutes  to  an  hour. 


Hexamer 


Natural  insulin 
Humalog 


Drug  concentration  in  blood  (parts  per  billion) 
3 


Natural  insulin 
Humalog 


Rate  of  sugar  clearance  from  blood  (mg/minute) 
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Natural  insulin 


Capillary  membrane 


Hexamer 


Humalog 


Source:  Eli  Lilly 
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break  down  more  slowly,  so  instead  of 
a  sharp  spike  in  insulin  availability,  you 
get  a  stretched-out  curve.  Diabetics 
must  therefore  inject  themselves  up  to 
an  hour  before  eating,  and — to  offset 
the  insulin  that  lingers  after  the  meal — 
they  must  also  take  a  between-meals 
snack.  Otherwise  they  risk  insulin 
shock:  a  fainting  spell  induced  by  low 
blood  sugar.  Rather  than  risk  fainting 
while  waiting  for  a  meal  that  may  not 
start  on  time,  many  diabetics  inject 
themselves  only  as  they  sit  down  to 
eat — a  practice  that  raises  blood  sugar 
levels,  increasing  the  chances  of  long- 
term  diabetic  complications  of  the 
eyes,  nerves  and  blood  vessels. 

uWe  realized  if  we  could  make 
insulin  that  could  be  given  just  before 
a  meal,  it  would  be  a  great  advantage 
for  both  convenience  and  overall  con- 
trol," says  Richard  DiMarchi,  vice 
president  of  endocrine  research  at  Lilly 
and  fast-acting  insulin's  chief  inventor. 


In  1987  DiMarchi  was  studying  an 
insulin-like  growth  factor,  which,  as  its 
name  implies,  shares  much  of  its  mo- 
lecular architecture  with  insulin.  But  it 
doesn't  stick  to  itself  much  because 
nature  didn't  want  it  to.  It  binds, 
instead,  to  a  protein  that  carries  it 
through  the  bloodstream. 

The  growth  factor  was  of  no  use  in 
controlling  blood  sugar,  but  it  did  help 
the  scientists  understand  how  to 
improve  on  insulin.  Insulin's  sticking 
point,  DiMarchi  and  his  colleagues 
found,  resided  in  a  pair  of  amino  acids, 
lysine  and  proline,  near  one  end  of  the 
longer  of  two  chains  that  make  up  the 
insulin  molecule.  By  switching  the 
order  of  these  two  units  in  that  30-unit 
chain,  they  created  a  Teflon  insulin 
they  called  Humalog.  From  that  point 
it  was  straightforward  biotechnology 
to  mass-produce  the  improved  insulin 
in  bacterial  cells. 

The  foreign  market  beckons  rather 


strongly  Lilly  has  82%  of  the  $820 
million  market  for  insulin  in  this  coun- 
try, according  to  IMS  America;  so  it  has 
little  to  gain  here.  But  in  the  rest  of  the 
world — valued  at  $1  billion — archrival 
Novo  Nordisk  of  Denmark  holds  the 
whip  hand. 

Novo  Nordisk  tried  a  different  tack 
in  making  last-acting  insulin,  basing  its 
molecule  not  on  the  growth  factor  but 
on  a  deduction  from  chemical  princi- 
ples. It  changed  the  molecule  at  anoth- 
er point,  producing  a  slick  insulin  that, 
however,  induced  tumors  in  rodents 
and  had  to  be  shelved.  Now  the 
Danish  firm  is  testing  a  new  fast-acting 
insulin,  but  those  lost  years  promise 
juicy  market  share  gains  for  Lilly. 

To  what  does  Lilly  owe  its  success? 
"Humalog  is  built  off  another,  natu- 
rally occurring  protein,"  explains 
DiMarchi.  uWe  believe  it's  the  most 
subde  change  you  can  make  that  will 
work."  H 
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Everyday 
Siebe  appliance 

controls  are 
turned  down  by 
the  world's 
master  chefs. 


At  work  in  almost  every  corner  of  the  world 
there's  an  engineering  company  called  Siebe.  Our 
appliance  controls  turn  up  in  more  cookers,  freezers 
and  refrigerators  than  any  other  manufacturers.' 


(  T 


But  beyond  the  world's  kitchens,  our  innovations 
stretch  from  automated  factories  to  air  compressors 
and  from  semiconductors  to  safety  equipment.  And 
we're  in  the  most  important  place  of  all. The  lead. 


SIEBE  THE  ENGINEER.  HERE,  THERE  AND  EVERYWHERE. 

Siebe  pic.  Saxon  House,  2-4  Victoria  Street.  Windsor.  Berkshire  SL4  I  EN.  England.  Tel.  +44  1753  85541 1.  Siebe  Inc.  33  Commercial  Street,  Foxboro.  MA  02035  USA.  Tel.  1-800-521-0451. 
For  information  regarding  the  ADR  Program  call  Bankers  Trust  Company  as  Depositary  on  1-800-735-7777 


The  way  you  think  is  not  limited  by 
your  annual  billings,  or  the  number  of 
people  you  employ.  Nor  should  it  be.  If 
you  run  a  department  or  a  busi- 
ness, you  no  doubt  have 
ideas  about  how  to  make 
it  more  successful,  yet  most 
likely  are  facing  pressures  big- 
ger companies  aren't. 

Meet  Lotus  SmartSuite.® 
SmartSuite  is  all  the  software 
your  business  needs  to  stay  out 
in  front  of  your  competition.  And 
it's  so  easy  to  learn  that  you  and 
everyone  on  your 
team  will  be  able 
to  use  it  in  no  time. 
(This  is  when  you 
should  begin  to  feel 
Ail  the  the  pressure  beginning  to 

software  subside.) 
a  business  SmartSuite  gives  you 

needs.  six  powerful  desktop  soft- 

ware applications,  as  opposed  to  the 
mere  four  that  other  software  suites  give 
you.  Included  are  word  processing, 
spreadsheets,  database  management, 
graphics,  calendaring  and  scheduling  and 
a  multimedia  tool.  SmartSuite  also  allows 
you  access  to  the  Internet. 


jg|MM|  HUH 


The  fac 


company 


hat  my 
is  smaller 


The  results?  Well,  you  can  work 
faster  and  more  efficiently.  Plus,  because 
the  applications  in  SmartSuite 
are  completely  integrated,  your 
people  are  actually  working  together 
better.  Nice,  huh?  They'll  be  creating 
professional  correspondence,  financial 
statements,  graphic  sales  presentations, 
tracking  inventory,  organizing  daily 

schedules 
and  meet- 
i  n  g  s  and 
publishing 
documents 
directly  to  the  World  Wide  Web. 

All  of  this  for  as  little  as  $149::" 
Versions  of  Lotus  SmartSuite  are  avail- 
able for  Windows®  95,  Windows  3.1 
and  OS/2®  and  SmartSuite  is  now 
included  with  Aptiva,®  ThinkPad®  and 
most  IBM®  PCs,  as  well  as  select  Acer® 
AST®  and  Epson®  PCs. 

There's  a  lot  more  to  tell,  but  it's 
easier  to  just  start  using  it  and  see  for 
yourself.  For  your  free  Lotus  Gallery  CD 
complete  with  a  45  day  trial  version  of 
SmartSuite,  call  1-800-TRADE-UP,  ext. 
B870,  or  visit  us  on 
the  World  Wide  Web 
at  www.lotus.com.      Working  Together* 


Lotus. 


i  call  1-800-GO-LOTUS.  *  Upgrade  f&m  any  Lotus  or  competitive  software.  Dealer  pricing  may  vary.  ©1996  Lotus  Development  Corporation,  55  Cambridge  Parkway,  Cambridge,  MA 
II  rights  reserved.  Lotus,  Working  Together,  Lotus  SmartSuite,  Approach,  Freelance  Graphics,  1-2-3  and  Lotus  Organizer  are  registered  trademarks  and  Word  Pro  is  a  trademark  of  Lotus 

cnt  Corporation.  Windows  is  a  registered  trademark  of  Microsoft  Corp.,  and  IBM,  OS/2,  Aptiva  and  ThinkPad  are  registered  trademarks  of  International  Business  Machines  Corp.  All  other 
are  registered  under  their  respective  companies. 


INSIGHTS 


Can  you  predict  a  crash? 


BY  MICHAEL  GIANTURCO 


Michael  Gianturco  is 
president  of  The 
Princeton  Portfolios, 
a  New  York  asset 
management  firm 
specializing  in 
technology  stocks. 


This  column  is  usually  about  technology 
stocks.  Today,  it's  about  stock' technology — 
the  mathematics  of  big  market  moves. 

For  almost  100  years  it  has  been  an  axiom 
of  market  statisticians  that  stock  prices  follow 
a  random  walk.  The  longer  the  time  lapse, 
the  further  a  stock  price  could  wander  from 
its  present  position.  If  IBM  is  110  today, 
tomorrow  it  will  almost  certainly  fall  in  a 
range  of  100  to  120,  but  ten  years  from  now 
it  could  be  anywhere  on  the  block. 

The  mathematical  nature  of  this  dispersion 
of  stock  prices  was  captured  in  a  famous  paper 
written  at  the  turn  of  the  century  by  a  French 
mathematician.  He  analogized  the  changing 
probabilities  of  stock  prices  over  time  to  the 
flow  of  heat  in  a  metal  bar.  The  only  problem 
is  that  the  French  mathematician's  basic 
assumption  was  wrong.  It  is  not  quite  true 
that  returns  on  the  stock  market  are  random, 
or  that  today's  return  is  entirely  independent 
of  yesterday's.  If  the  random  walk  theory  were 
true,  then  the  crash  of  Oct.  19,  1987  would 
have  been  just  about  impossible — likely  to 
occur  only  once  in  trillions  of  years. 

It  wasn't  just  that  one  day  that  broke  the 
mold.  Define  a  big  event  to  be  a  one-day 
move  up  or  down  of  4%  or  greater.  Now  look 
for  big  events  in  the  historic  returns  of  the 
Dow  back  to  1888.  They  happen  about  100 
times  more  often  than  predicted  by  the  classi- 
cal statistical  analysis. 

If  the  market  is  not  a  random  walk,  then 
maybe  there  is  some  underlying  mechanism  at 
work  behind  it — a  mechanism  you  might  use 
to  sidestep  a  crash. 

Before  you  dismiss  this  as  a  laughable  idea, 
consider  what  it  means.  In  the  world  there 
are  two  extremes  of  predictability.  At  one 
extreme  is  the  absolute  predictability  of  physi- 
cal law.  If  (1)  you  slam  the  door  and  (2)  your 
thumb  is  in  the  door,  then  (3)  it  will  hurt. 

At  the  other  extreme  is  a  random  event.  If 
(1)  you  roll  snake  eyes  and  (2)  you  roll  box- 
cars, then  (3)  anything  could  happen  next. 
There  is  no  mechanism  linking  the  first  and 
second  rolls  to  a  third. 

Between  these  two  extremes,  there  is 
some  middle  ground.  The  stock  market  will 
never  be  entirely  predictable  the  way  the 
pain  in  your  thumb  is.  But  it  is,  neverthe- 
less, somewhat  predictable.  The  stock  market 
is  somewhere  between  slammed  doors  and 
rolled  dice.  Unlike  dice,  the  stock  market 


does  have  a  memory.  A  month  or  more  of 
mostly  up  days  establishes  an  uptrend. 
Speculators  see  the  uptrend  and  they  jump 
on  the  bandwagon. 

Accordingly,  some  analysts  have  begun  to 
identify  when  big  events  are  most  likely  to 
occur.  One  of  the  most  visible  of  these  new- 
era  statisticians  is  Edgar  E.  Peters,  market 
strategist  at  PanAgora  Asset  Management,  a 
pension  and  mutual  fund  management  group 
in  Boston.  Peters'  Fractal  Market  Analysis 
(Wiley,  1994)  is  an  eloquent  and  practical 
treatise  on  how  to  navigate  the  newly  discov- 
ered middle  ground  between  predictability 
and  randomness. 

Peters  suggests  that  the  market  is  normally 
stabilized  by  an  interplay  between  short-term 
traders  and  long-term  investors.  When  the 
traders  have  hammered  the  market  down  a 
certain  distance,  the  long-term  investors  step 
in  to  pick  up  the  bargains.  The  market  can 
become  extremely  volatile  from  day  to  day, 
but  as  long  as  the  long-term  investors  are 
buying,  the  market  is  not  at  risk  of  a  crash. 

What  makes  the  market  susceptible  to  a 
big  event,  according  to  Peters,  is  a  sudden 

What  makes  the  market  susceptible 
to  a  crash.5  A  contraction  in  the 
time  horizon  of  normally 
long-term  investors. 


pullback  by  the  long-termers.  They  start 
thinking  and  acting  like  traders.  Something 
happens  that  makes  them  fear  the  future.  A 
good  example  was  trading  activity  immedi- 
ately preceding  the  Gulf  war.  Another  was  in 
1973,  when  the  market  became  fixated  on 
oil.  If  oil  were  to  go  to  $100  a  barrel,  all 
bets  would  be  off.  The  long-termers  retreat- 
ed to  the  sidelines. 

How  do  we  spot  this  pattern?  According  to 
Peters,  one  numerical  indicator  of  potential 
trouble  is  that  the  volatility  goes  way  up  (that 
is,  the  market  swings  wildly),  but  the  trading 
volume  goes  down.  The  volume  drops 
because  the  long-term  investors  have  put 
their  wallets  away.  Interestingly,  this  is  just  the 
opposite  of  the  pattern  most  traders  think 
prefigures  a  crash — namely,  big  swings  on  big 
volume. 

Relax.  That's  not  a  pattern  we  are  seeing 
right  now.  Nevertheless,  it's  certainly  some- 
thing to  be  alert  for. 
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The  fine  Lines  between 
a  good  bottom  Line 
and  a  better  bottom  line. 


The  marketing  side  of  your  brain  says  mail  more.  The  financial 
side  says  stay  within  budget.  It's  a  fine  line  that  you  have 
to  straddle. 

On  July  1,  the  U.S.  Postal  Service's  new  pricing  structure  gives 
you  new  options.  Options  that  could  mean  greater  discounts  for  pre- 
sorting and  barcoding  your  mail.  Because  when  your  mail  is  prop- 
erly prepared,  we  process  it  more  efficiently.  So  everyone  saves. 

JMM^KT*J    ^e  caH  that  Max  It.   Maximum  preparation  for  maximum 
wSut  Bflp    discounts.  And  that's  good  for  your  bottom  line.  Find 
For  the  new  value  in  out  h°w  your  company  can  get  the  Max  out  of  Classification 
busirieTs  mail      Reform  by  calling  1   800  THE  USPS,  Ext.  2008. 


UNITED  STATES 
POSTAL  SERVICE 


Call  1  800  THE  USPS ,  Ext.  2008,  for  your  free  Max  It  guide 
today.  And  get  ready  to  Max  It  starting  July  1. 


Visit  our  web  site  at  http://www.usps.gov 


We  have  the  systems  that  an 
the  solution. 
The  Corporate  Line  from  Canoi 

A  company-wide  meeting.  Last  minu 
changes.  Fast  turnaround  is  critic 
So  what's  your  system?  The  Corpora 
Line  of  high-volume  copiers  from  Cane 

In  today's  fast-paced  business  erv 
ronment,  you  need  the  most  advanci 
systems  to  simplify  your  operatio 
That's  where  The  Corporate  Lit 
comes  in.  Our  high  performani 
copiers  and  copier/duplicators  gi1 
you  the  power  and  speed  you  need 
a  central  reproduction  environmer 
And  yet  they're  so  user-friendly,  th 
can  be  utilized  as  walk-up  copiers.  PL 
with  superior  image  quality  an 
finishing  capabilities,  you'll  see  tl 
impact  ourCorporate  Line  copiers  c 
make  on  your  productivity-  immediate 

And  no  matter  which  Corpora 
Line  copier  you  choose,  you  c 
expect  the  reliability  and  durability  th 
has  made  Canon  the  industry  lead 
forthe  last  1 3  years.  Each  machine 
specifically  designed  to  maximizeya 
company's  productivity  and  efficienc 

So  for  high-volume  documd 
processing,  there's  no  debate  - 
have  the  systems  that  are 
solution.  The  Corporate  Line 
high-volume    copiers.    Just  c 
1-800-OK-CANON  for  more  infc 
mation.  Or  visit  us  on  the  Web 
http://www.usa.canon.com 
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Implantable  defibrillators  save  lives,  but  health 
maintenance  organizations  don't  like  to  pay  for  them. 

The  heart  hassle 


I  By  Gloria  Lau 

I  Stockbroker  Bruce  Newman  suf- 
I  fered  a  cardiac  arrest  while  pedaling 
his  mountain  bike  in  the  foothills  of 
Burbank,  Calif.  Two  passersby  re- 
vived him,  and  a  heart  surgeon  im- 
planted a  tiny  defibrillator  in  his  abdo- 
men. This  appliance,  the  size  of  a  bar 
of  soap,  contains  batteries  and  micro- 
chips; it  can  sense  when  a  heart  isn't 
beating  right  and  deliver  a 
life-saving  electric  shock  to 
get  the  heart  back  in 
rhythm.  Thanks  to  that  de- 
fibrillator, Newman  is  still 
biking  eight  years  later,  at 
the  age  of  59. 

Newman  was  fortunate 
in  another  way.  His  health 
insurer,  Blue  Cross/Blue 
Shield,  paid  his  $50,000 
hospital  bill.  Roughly  half 
the  tab  reflected  the  cost  of 
the  Guidant  defibrillator. 

Some  of  today's  cardiac 
patients  aren't  so  lucky. 
They're  in  health  mainte- 
nance organizations  that 
set  up  barriers  they  must  circumvent 
to  get  implantable  defibrillators. 
Cost-conscious  HMOs  would  prefer 
that  their  doctors  prescribe  drugs  to 
deal  with  heart  rhythm  abnormalities. 

You  won't  find  an  HMO  that  admits 
to  steering  patients  away  from  the 
best  medical  treatment  available.  But 
cardiologists  say  that  it  happens.  The 
HMO  controls  the  medical  gatekeeper, 
the  primary  care  physician  you  have  to 
see  before  you  get  to  a  specialist. 
Those  doctors  are  often  rewarded  for 
eeping  costs  down  at  the  HMO. 
The  next  step  in  the  treatment  of  a 
heart  problem,  the  cardiologist,  also 
typically  works  for  the  HMO  or  may  be 
beholden  to  it  for  much  of  his  case- 
load. "It's  difficult  enough  to  get  to  a 
cardi(  ilogist.  Then,  even  if  he  thinks  [  a 
defibrillator]  is  important,  the  HMO 
may  not  have  a  hospital  that  does 
this,"  says  Dr.  Kent  Gershengorn,  a 
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cardiologist  and  clinical  professor  of 
medicine  at  the  University  of  Califor- 
nia, San  Francisco.  It's  all  too  easy  for 
the  HMO  at  that  point  to  decide  that 
the  defibrillator  is  not  necessary.  If  the 
HMO's  cardiologist  does  okay  the  de- 
vice, the  patient  gets  passed  to  an 
electrophysiologist  for  surgery. 

Even  then,  the  battle  is  not  over. 


A  defibrillator 
can  sense  when 
a  heart  isn't 
beating  right, 
then  deliver  a 
lifesaving  electric 
shock  to  get 
the  heart  back 
in  rhythm. 


Dr.  Ruey  Sung,  director  of  the  ar- 
rhythmia service  at  the  Stanford  Uni- 
versity Medical  Center  in  California, 
implants  about  70  defibrillators  a  year. 
HMOs,  he  says,  in  1993  and  1994  were 
initially  turning  down  half  of  all  re- 
c]uests  for  defibrillators  he  sent  in.  The 
HMOs  eventually  back  down,  he  says, 
after  many  phone  calls.  Says  a  hospital 
administrator  in  northern  California: 
"Sometimes  we  have  to  go  with  the 
patient's  help.  The  patient  has  to  call 
the  HMO  to  put  pressure  on  them,  and 
get  his  employer  to  call  as  well." 

Dr.  William  Osheroff,  medical  di- 
rector of  PacifiCare  of  California,  the 
largest  HMO  in  the  country  that  caters 
to  Medicare  beneficiaries,  insists  that 
patients'  health  is  his  foremost  con- 
cern. But  he  says,  "We  have  to  bal- 
ance the  needs  of  the  company  to 
make  a  profit  versus  the  needs  of  the 
company  to  [care  for  patients]."  He 


adds,  "Clearly,  the  device  manufac- 
turers could  do  themselves  a  favor  if 
they  could  price  these  things  more 
reasonably." 

The  companies  that  make  defibril- 
lators have  an  economic  ax  to  grind, 
too.  But  here's  what  they  say  about 
the  situation:  As  many  as  120,000 
heart  patients  a  year  in  the  U.S.  could 
benefit  from  a  defibrillator.  That  rep- 
resents a  subset  of  the  people  who 
survive  heart  attacks  or  the  number 
diagnosed  with  ventricular  tachycar- 
dia, which  is  an  abnormally  fast  heart 
rhythm.  Yet  the  number  of  defibrilla- 
tors implanted  last  year  was  a  mere 
23,500. 

Heart  rhythm  abnormalities  come 
in  various  shapes  and  sizes.  Little  ar- 
rhythmias like  ventricular  tachycardia 
sometimes,  but  not  always, 
lead  to  big  ones.  The  big 
one  is  ventricular  fibrilla- 
tion, an  irregular  quivering 
in  the  heart's  main  pump- 
ing chamber.  A  defibrilla- 
tor planted  in  your  chest 
can  handle  this  problem.  So 
can  a  doctor  or  ambulance 
medic  if  he  happens  to  be 
five  minutes  or  less  away. 
Otherwise,  you  will  die. 

If  you  have  the  kind  of 
heart  rhythm  problems  that 
predispose  you  to  ventricu- 
lar fibrillation,  you  need  a 
defibrillator  or  an  antiar- 
rhythmic drug.  The  most 
powerful  drug  is  amiodarone,  sold 
under  the  name  Cordarone  by  Ameri- 
can Home  Products  Corp.  It  costs 
$1,500  a  year,  and  if  price  were  the 
object,  it  would  beat  out  defibrillators, 
which  run  up  to  $27,000  and  cost 
another  $20,000  or  so  to  install. 

But  defibrillators  work  better  than 
drugs.  Cardiac  arrest  deaths  are  only 
half  as  frequent  in  defibrillator  pa- 
tients as  in  medically  similar  patients 
on  drugs,  according  to  a  study  by  the 
University  of  Rochester  Medical  Cen- 
ter that  ended  in  late  March.  Also, 
antiarrhythmic  drugs  all  have  side  ef- 
fects, sometimes  nasty  ones. 

Our  advice:  If  you  are  in  an  HMO 
and  have  any  kind  of  serious  arrhyth- 
mia, don't  settle  for  a  visit  with  the 
hmo's  cardiologist.  Go  outside  the 
organization  for  a  second  opinion, 
even  if  you  have  to  pay  for  it 
yourself  H 
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K FUNDS 

Economies 
in  transition 


ng  to  invest  in  places  that  discovered 
capitalism  only  a  few  years  back? 
If  so,  you  can  get  genuine  bargains. 

By  James  M.  Clash 


Wall  Street  remains  leery  of  the 
former  Soviet  bloc  countries — Hun- 
gary, Poland,  the  Czech  Republic, 
Croatia  and  Russia.  While  our  s&P 
500  trades  at  16  times  projected  1996 
earnings,  Eastern  Europe  trades  at 
under  8  times  projected  earnings. 

Eight  times  expected  earnings  is 
low  even  compared  with  the  average 
emerging  market  P/E  of  12.  John 
Mullin,  an  international  analyst  at 
Smith  Barney,  calls  Eastern  Europe 
"^e  place  for  value  investors  in  to- 
day's emerging  markets."  Yes,  the 
markets  have  liquidity  problems.  Yes, 
some  ex-Communists  are  in  power. 
But  where  there's  no  risk,  there  are  no 
bargains. 

Given  the  scarcity  of  American  De- 
positary Receipts  for  Eastern  Europe- 
an shares,  it  makes  sense  to  look  at 
funds  that  specialize  in  the  region. 
The  newest  is  the  open-end  Vontobel 
Eastern  European  Equity  Fund, 
launched  in  February  by  Vontobel 
U.S.A.  This  no-load,  $6.3  million 
incubator  is  managed  by  Hungarian- 
born  Arpad  Pongracz,  37,  a  Zurich- 

Behind  the  curtain 


Fund 

Latest 

Annual 

%  of  assets 

12-month 

expenses 

in  Eastern 

return3 

per  $100 

Europe 

Czech  Republic1 

22.9% 

$2.39 

98% 

Glenmede  Emerging  Markets 

-0.5 

1.88 

16 

Robertson  Stephens  Dev.  Countries 

4.6 

1.83 

25 

Templeton  Greater  European2 

NA 

1.85 

11 

Templeton  Russia1 

NA 

2.00 

100 

Vontobe!  Eastern  European  Equity 

NA 

1.99 

100 

'Closed-end  fund.  25. 75%  load,  through  Apr.  12.  NA:  Not  applicable. 
Sources:  Mormngstar,  Inc.;  Forbes. 


based  money  manager  who  worked 
for  ten  years  at  UBS  Securities.  It  in- 
vests exclusively  in  ex-Soviet  bloc  na- 
tions. The  fund  is  a  clone  of  the  two- 
year-old  Vontobel  Fund-East  Euro- 


"People  still 
think  it's  U-boats 
and  the  KGB," 
Vontobel's  Arpad 
Pongracz  says  of 
the  ex-Soviet-bloc 
countries.  "It's 
not.  These  are 
real  capital 
markets." 


pean  Equities  ($72  million  assets, 
available  only  to  European  investors), 
which  Pongracz  also  manages.  The 
original  fund  has  done  well,  with  a 
71%  total  return  in  the  last  12  months. 

About  10%  of  Pongracz's  funds  are 
invested  in  Croatia  and  Russia.  The 
biggest  chunks,  90%  combined,  are  in 
Poland,  Hungary  and  the  Czech  Re- 
public, countries  that  he  says  have 
accounting  and  auditing  standards  ap- 
proaching those  of  the  U.S.  You  can 
take  that  statement  with  a  grain  of  salt, 
but  at  least  these  countries  are  striving 
to  create  genuine  capital  markets. 

Scala,  a  Hungarian  financial  soft- 
ware vendor,  represents  3.5%  of  Pon- 
gracz's portfolio.  He  first  bought  in  at 
the  U.S.  equivalent  of  28  in  October, 
at  a  forward  P/E  of  2.5.  Since  then  the 
stock  has  more  than  doubled,  to  73. 
Pongracz  still  likes  Scala  because  it 
sells  software  for  a  tenth  of  what 
competitor  SAP  charges  for  similar 
software  products. 

Another  Pongracz  pick:  Komercm 
Banka,  the  Czech  Republic's  largest 
bank,  which  composes  4.2%  of  his 
portfolio.  In  late  December  Pongracz 
bought  Komercm'  at  20;  it  still  looks 
cheap  at  26  with  a  forward  P/E  of  6. 

John  Rekenthaler,  publisher  of  the 
Morningstar  fund-rating  service, 
thinks  these  Eastern  European  funds 
are  too  risky.  He  suggests  a  more 
cautious  approach,  using  funds  with 
only  a  partial  exposure  to  Eastern 
Europe.  If  there  are  heavy  redemp- 
tions, such  a  fund  can  sell  liquid  secu- 
rities from  other  parts  of  the  globe. 

In  this  category  is  Templeton's 
year-old  Greater  European  Fund. 
Manager  Dorian  Foyil,  38,  has  11%  of 
his  $6.5  million  portfolio  in  Eastern 
Europe,  with  plans  to  double  that  by 
year- end. 

Foyil's  biggest  holding  (4%)  is  Ge- 
deon  Richter,  Hungary's  largest 
pharmaceutical  company.  He  also 
likes  Debica,  a  Polish  tiremaker.  The 
company,  in  which  Goodyear  recently 
took  a  bare  majority  stake,  should 
benefit  from  the  expansion  of  the  car 
population  in  Poland,  which  is  expect- 
ed to  grow  from  7  million  now  to  11 
million  at  the  turn  of  the  century. 
Drawbacks  to  the  Templeton  fund:  the: 
sales  load  of  5.75%  and  the  somewhat 
high  annual  expense  ratio  of  1.85%. 

Another  way  to  get  in  on  Eastern 
Europe  is  through  a  closed-end  fund, 
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A  great  performer  sets  goals, 
then  beats  them. 


achieve  success  requires  discipline  as  well  as  skill.  That's  why 
our  investment  solutions  are  tailored  specifically  to  each  of 
r  client's  needs,  and  a  performance  goal  determined  for  each 
rtfolio.  These  goals  are  established  after  careful  analysis  of 


market  behaviour  and  in  consultation  with  our  clients  and  their 
advisers.  Then  it's  up  to  the  know-how  of  our  local  investment 
teams.  Taking  full  advantage  of  regional  and  international 
trends,  their  objective  is  to  meet  those  goals.  And  beat  them. 
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THE  FUNDS 


which,  being  nonredeemable,  does 
not  have  to  worry  about  runs  by 
nervous  investors.  Two  good  closed- 
ends,  both  under  two  years  old: 
(  /eeh  Republic  Fund,  with  most  of 
its  assets  in  the  Czech  Republic  but 
some  in  Poland  and  Hungary,  and 
Templeton's  Russia,  with  everything 
in  Russia.  Czech  sells  at  an  11.1% 
discount,  Templeton's  Russia  at  a 


9.9%  premium  to  net  asset  value. 

Rear  in  mind  that  fluctuations  in 
the  prices  of  closed-end  shares  can 
exaggerate  the  movements  in  the 
stock  portfolios  they  hold.  When  the 
Czech  market  is  doing  well,  a  closed - 
end  Czech  fund  is  likely  to  enjoy  a 
narrowing  of  its  discount  (or  an  in- 
crease in  the  premium).  Conversely, 
when  Czech  stocks  crash,  the  fund 


holder  is  likely  to  suffer  the  added 
pain  of  a  widening  discount. 

How  to  deal  with  these  swings?  If 
you've  got  the  patience,  buy  on  weak- 
ness. Wait  for  a  discount  a  little  higher 
than  the  historical  norm  for  the  fund. 

Is  Eastern  Europe  a  must  for  inves 
tors?  No,  but  it's  one  of  the  few  places 
left  where  stocks  are  still  cheap  by 
standard  statistical  measures.  H 


Balancing  your 
a  tax  writeoff 


By  James  M.  Clash 


FOR  THE  INDECISIVE,  a  balanced  fund 
that  blends  stocks  and  bonds  is  tempt- 
ing. You  get  more  diversification  than 
you  would  in  a  fund  that  buys  only 
stocks — sometimes,  when  stocks  zig, 
bonds  zag.  You  get  a  better  yield  than 
you  would  on  stocks  alone. 

Thus  it  is  that  the  balanced  fund 
remains  popular,  67  years  after  the 
granddaddy  Wellington  Fund  was 
created.  Lipper  Analytical  Services 
counts  267  of  these  things,  up  nine- 
fold from  a  decade  ago.  They  have  a 
combined  $72  billion  in  assets. 

But  there's  a  very  real  drawback  to 
balanced  funds:  taxes.  You  lose  the 
opportunity  to  trade  the  two  pieces — 
the  stock  portion  and  the  bond  por- 
tion— separately. 

Say  you  want  to  put  $100,000  in 
the  fund,  and  the  fund  holds  60% 
stocks,  40%  bonds.  And  let's  say  the 
$40,000  bond  portion  falls  in  value  to 
$37,000  while  the  $60,000  stock 
portion  climbs  to  $65,000.  Overall, 
the  balanced  fund  is  up  in  value,  and 
there's  no  tax  angle. 

But  if  you  owned  two  separate 
funds,  you  could  take  a  $3,000  capital 
loss  on  the  bond  fund,  immediately 
reinvesting  the  proceeds  in  a  similar 
bond  fund  to  maintain  your  position. 
You'd  stand  pat  with  your  stock  fund. 
That  is,  you  can  extract  a  tax  loss  from 
the  situation  even  though  your  overall 
portfolio  is  gaining.  (You  are  using 
no-load  funds,  of  course — switching 


way  out  of 


in  and  out  of  load  funds  doesn't  make 
sense. ) 

The  case  against  balanced  funds  is 
all  the  more  powerful  if  some  of  your 
investment  assets  arc  in  a  tax-shel- 
tered IRA  or  401(k)  and  some  in  a 
taxable  account.  "Better  to  construct 
your  own  balanced  portfolio  with  two 
separate  funds,"  says  Robert  Willens, 
a  tax  expert  at  Lehman  Brothers  Inc. 
'Tut  the  equity  fund  in  your  regular 
investment  portfolio  and  the  bond 
fund  in  your  IRA.  That  way  you  can 
shelter  the  bond  income." 

Willens'  advice  holds  particularly 
well  if  you  select  a  low-turnover  stock 
fund,  like  an  index  fund,  for  your 
taxable  account.  Then,  much  of  your 
return  on  the  stock  fund  comes  in  the 
form  of  an  unrealized  capital  gain. 
When  you  finally  cash  out  of  that 
index  fund — decades  later,  presum- 
ably— you  pay  tax  at  the  low  capital 
gains  rate. 

Is  there  anybody  who  should  be  in  a 
balanced  fund?  Someone  w  ith  a  very 
small  stake  who  would  have  trouble 
meeting  a  $2,500  fund  minimum  in 
two  separate  funds.  Or  someone  who 
has  just  about  all  his  investable  assets 
in  an  ira  or  401  (k).  Inside  a  tax- 
sheltered  account  there  is  no  such 
thing  as  a  tax  loss,  and  therefore  no 
harm  in  buying  a  mishmash  fund. 

So  who  are  all  these  buyers  of  bal- 
anced funds?  We'd  hazard  that  most 
of  them  are  either  lazy  or  indecisive.  If 


you  are  really  at  a  loss  as  to  how  much 
to  put  in  stocks,  how  much  in  bonds, 
try  this.  Get  the  portfolio  of  the  bal- 
anced fund  you  would  have  bought 
and  copycat  it. 

Example:  The  T.  Rowe  Price  Bal- 
anced Fund  is  52%  invested  in  stocks, 
39%  in  bonds  and  9%  in  cash.  If  you 
have  enough  money  so  that  T.  Rowe 
Price's  minimums  ($2,500  in  most 
funds)  are  not  a  problem,  put  52%  in 
the  T.  Rowe  Price  Growth  Stock 
Fund,  39%  in  the  T.  Rowe  Price  New 
Income  Fund  and  9%  in  a  money  fund. 

At  least  two  balanced  funds — Ever- 
green Tax  Strategic  Foundation 
Fund-Class  Y  and  USAA  Growth  &  Tax 
Strategy  Fund — promise  tax  savings 
bv  using  municipal  bonds  in  their 
fixed-income  component.  Avoid 
these,  too.  True,  you  won't  pay  taxes 
on  the  muni  income.  But  you  have  the 
same  problem  you  have  with  fully 
taxable  blended  funds,  that  you  may 
be  stymied  when  you  want  to  take  a 
tax  loss.  Buy  your  muni  funds  and 
your  stock  funds  separately. 

Note:  Our  annual  fund  survey 
(Forbes,  Aug.  28,  1995;  Anjj.  26. 
1996)  classifies  convertible-bond 
funds  as  balanced  in  order  to  rate 
them  against  a  peer  group  with  com 
parable  price  swings.  But  our  criticism 
of  blended  funds  does  not  apply  to 
this  group.  If  you  w  ant  to  own  con- 
vertibles, mutual  funds  are  a  good  \va\ 
to  go.  ■ 
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Active  partnership  is  powered  by  a  commitment  to  the  mutual  exchange  of  knowledge,  experience 
and  ideas.  By  pooling  our  mutual  resources,  we  can  work  together  to  create  custom-tailored  risk  management 
products  and  solutions  that  yield  superior  results  in  areas  like  cost  management  and  customer  service.  As  a  member 
of  The  Worldwide  Zurich  Insurance  Group,  we  provide  extensive  financial  strength,  and  offer  long-term  active 
partnership  to  you.  For  more  information,  contact  your  agent  or  broker,  or  call  1-800-382-2150  today. 


ZURICH-AMERICAN 

INSURANCE  GROUP 


Tl,e  P  ower  <>  f]  'artnersnip 

A  MEMBER  OF  THE  WORLDWIDE  ZURICH  INSURANCE  GROUP 


muni,  i  w,  immMTiiim 


STATISTICAL  SPOTLIGHT 


Running 
of  the  bulls 

A  new  government  in  Spain  may  awaken  the  country's 
depressed  economy.  That  would  give  Spanish  stocks, 
which  are  already  perking  up,  a  lot  of  room  to  move. 


By  John  H.  Christy 

A  national  ELECTION  in  March  drew 
the  attention  of  investors  to  Spain's 
$159  billion  stock  market.  The 
Madrid  General  Index  now  holds  a 
7%  price  gain  (measured  in  U.S.  dol- 
lars) since  the  end  of  1995.  The  win- 
ner of  the  election,  Jose  Maria  Aznar 
of  the  conservative  Partido  Popular, 
promises  to  make  this  economically 
depressed  nation  more  attractive  to 
investors. 

Unwinding  14  years  of  socialism 
will  be  a  daunting  task.  Spain's  prob- 
lems include  a  budget  deficit  that 
comes  to  6%  of  gross  domestic  prod- 
uct, compared  with  2.3%  for  the  U.S., 
and  a  23%  unemployment  rate.  But 
even  if  the  economy  revives  very 
slowly,  today's  share  buyers  could  do 
quite  well,  since  they  can  buy  at  fairly 
low   multiples   of  earnings.  The 


Spanish  market  is  still  reasonably  val- 
ued at  14  times  1995  earnings  and 
just  6  times  cash  flow  (defined  as 
net  income  plus  depreciation). 
Corresponding  ratios  for  the  U.S. 
market:  18  times  and  10  times. 
Spanish  stocks  yield  an  average 
3.5%,  half  again  as  much  as  U.S. 
stocks. 

Benito  Vera,  who  follows  Spain  for 
Salomon  Brothers  in  London, 
expects  a  lowering  of  interest  rates, 
currently  9.2%  for  ten-year  govern- 
ment bonds,  to  keep  the  rally  alive. 

Vera  likes  big  companies  trading  at 
low  multiples.  One  is  Telefonica  de 
Espaiia,  the  national  phone  company, 
which  trades  at  15  times  trailing  earn- 
ings and  three  times  cash  flow.  Not 
bad  for  a  utility  whose  earnings  grew 
18%  last  year,  with  good  prospects  for 


further  gains  from  digital  and  mobile 
services.  With  few  capital-draining 
projects  in  the  works,  Telefonica, 
Vera  reckons,  can  afford  to  increase 
dividends  at  a  20%  pace  over  the  next 
few  years.  The  stock  yields  3.4%. 

Vera  is  also  bullish  on  Banco  San- 
tander.  With  $135  billion  in  assets, 
Santander  has  an  extensive  local  and 
global  banking  presence,  including  an 
11%  stake  in  First  Union,  America's 
sixth-largest  bank.  Santander  pays  a 
4.6%  dividend. 

Jose  Luis  de  Mora,  an  analyst  with 
Kleinwort  Benson  in  London,  likes 
Iberdrola  and  Endesa,  two  reasonably 
priced  electric  utilities.  Another  stock 
on  de  Mora's  buy  list  is  Repsol,  a  $21 
billion  oil  and  petrochemicals  firm.  At 
11  times  de  Mora's  1996  earnings 
estimate,  Repsol  looks  cheap  com- 
pared with  an  average  multiple  of  17 
for  international  oil  firms. 

Telefonica,  Repsol,  Endesa  and 
four  other  Spanish  stocks  have 
American  Depositary  Receipts  listed 
on  the  New  York  Stock  Exchange.  At 
least  four  more  Spanish  adrs  trade 
over-the-counter  in  the  U.S. 

Two  closed-end  funds,  the  Spain 
Fund  and  the  Growth  Fund  of  Spain, 
recently  sold  at  handsome  discounts 
of  20%  and  18%,  respectively.  A  new 
alternative:  the  Spain  World  Equity 
Benchmark  Shares  (webs),  which 
trades  on  the  American  Stock 
Exchange.  It  represents  a  piece  of  a 
basket  of  24  stocks.  ■■ 


Catching  Spain's  market  rally 


Company/business 

Recent 

Price/earnings  ratio 

Price/ 

Price/ 

Dividend 

Return 

Sales 

Market 

price 

12-mo 

1996 

book 

cash 

yield 

on 

($mil) 

value 

($U.S.) 

trailing 

est 

value 

flow 

equity 

($mil) 

Acerinox/steel 

$116.53 

5.0 

6.9 

1.8 

4.0 

2.0% 

36.0% 

$1,544 

$1,363 

•Banco  Bilbao  Vizcaya/bank 

38.19 

12.5 

11.5 

1.7 

NA 

4.1 

13.1 

11,498 

8,582 

•Banco  Santanderbank 

47.32 

12.4 

11.3 

1.7 

NA 

4.6 

12.9 

12,780 

7,558 

Cristaleria  Espanola/glass 

62.12 

7.9 

7.5 

2.4 

4.1 

0.0 

30.9 

1,169 

815 

•Endesa/electric  utility 

62.91 

13.5 

12.3 

2.8 

7.6 

2.3 

19.9 

7,135 

16,357 

FCC/construction 

81.73 

12.2 

10.9 

1.7 

6.1 

1.3 

13.9 

3,292 

1,227 

Iberdrola/electric  utility 

9.76 

13.6 

12.0 

1.2 

5.7 

5.2 

9.3 

6,516 

9,065 

•Repsol/oil,  petrochemicals 

36.14 

11.7 

10.4 

2.4 

6.5 

3.7 

20.9 

20,858 

10,842 

Tabacalera/tobacco 

45.27 

15.5 

14.0 

2.4 

9.5 

2.8 

15.7 

6,249 

1,667 

•Telefonica  de  Espana/telecommunications 

17.40 

15.2 

13.6 

1.4 

3.3 

3.4 

9.2 

14,001 

16,348 

Prices  as  of  May  10.  •  Available  as  an  American  Depositary  Receipt.  NA:  Not  available. 

Sources:  Morgan  Stanley  Capital  International  and  IBES  International  via  OneSource  Information  Services. 


Spain's  market  is  off  to  a  quick  start  this  year,  but  these  large  companies  remain  fairly  cheap. 
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The  Merrill  Lynch  Planning 'Difference 


How  to  distinguish  a  Merrill  Lynch 
Financial  Consultant  from 
a  mere  broker  in  60  seconds  flat. 


(^^Ask  yourself,  does  this  person  immediately  start  trying  to  sell  you  some- 
tning?  A  Merrill  Lynch  Financial  Consultant  helps  you  set  your  goals  and  lay 
out  a  long-term  financial  plan  to  reach  them. 

How  extensive  is  her  training?  A  Merrill  Lynch  Financial  Consultant 
undergoes  at  least  two  years  of  intensive  training  before  "graduation"  and  receives 
ongoing  training  throughout  her  career. 

(^^Is  he  a  lone  wolf?  Our  Financial  Consultants  are  backed  up  by  hundreds 
of  specialists  in  everything  from  mortgages  to  estate  planning  to  mutual  funds. 
They  also  have  access  to  research  that's  rated  #1  in  the  industry* 


3. 


Is  she  objective?  With  access  to  the  widest  array  of  products 
and  services  in  the  industry — from  Merrill  Lynch  and  other 

companies — our  Financial  Consultants  can  help  you  select  the 
ones  that  are  right  for  you. 

(^^Is  he  working  for  a  company  that  stands  for  strength 
and  integrity?  Our  Financial  Consultants  work  for  a 
firm  that's  been  serving  clients  for  over  120  years  and  was 
recently  ranked  #1  for  integrity  by  the  readers  of  a 
national  business  magazine.** 

Finally,  do  you  feel  your  money  is  in  safe  hands? 
Merrill  Lynch  Financial  Consultants  represent  a  company 
that's  now  entrusted  with  over  $700  billion  in  client 
assets — more  than  any  other  financial  services  firm. 

So  now  that  you've  taken  the  time  to  find  out  the 
difference  between  a  Merrill  Lynch  Financial  Consultant  and  a 
mere  broker,  don't  you  owe  it  to  yourself  to  give  us  a  call? 
Contact  a  Merrill  Lynch  Financial  Consultant,  call 
1-800-MERRILL,  ext.  1306,  or  e-mail  to:  askml@ml.com. 
Visit  us  on  the  Internet  at:  http://www.ml.com. 


1  for  overall  research  srrcngth.  based  on  combined 
esulrs  of  All-America  fixed-Income  Research  Team  and 
\II-America  Kquiry  Research  Team,  Instituttotml  Investor. 
)ctober  1995. 

ubscriber  survey.  Financial  World,  December  5.  1995. 


The  difference  is  Merrill  Lynch. 

Merrill  Lynch 

A  tradition  of  trust. 

)  1  996  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporared.  Member  SIPC. 
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Investing    in    the  things 


TOYOTA'S  FIRST  U.S.  operations  began  in  1957,  at  a 
small  dealership  in  Hollywood,  California.  Since 
then,  through  continual  investment  here  in  the  U.S., 
we've  grown  to  become  a  major  part  of  the  American 
auto-manufacturing  community.  Today,  Toyota  direct- 
ly employs  over  19,000  Americans,  with  another 
76,000  employed  by  our  dealers.  And  in  the  last  five 
years  alone,  we've  invested  more  than  $60  million  in 
worthwhile  community  organizations  and  charitable 
programs,  especially  in  the  field  of  education.  Our 
cars  may  have  changed  a  lot  since  1957.  But  our  com- 
mitment to  growth  in  America  is  stronger  than  ever. 

WE    ALL    CARE    ABOUT.  TOYOTA 


For  more  information  about  Toyota  in  America  visit  our  web  site  at  http://www.toyota.com/antenna/usa.html 
or  write  Toyota  Motor  Corporate  Services,    9   West  57th  Street,   Suite   4900-V2,   New   York,    New  York  10019 


THE  FORBES/ BARKA  WALL  STREET  REVIEW 


BY  ERIC  S.  HARDY 


On  average,  bonds  convertible  into 
the  borrower's  common  stock  under- 
performed  the  stock  market  during 
1995,  but  now  they're  again  outper- 
forming equities.  A  Merrill  Lynch 
index  of  500  U.S.  convertible  bonds 
and  preferreds  is  up  8.5%  year-to- 
date,  versus  7%  for  the  s&P  500. 

Lincoln  National  Convertible 
Securities  fund  manager  Bob 
Schwartz  argues  that  convertibles 
"are  a  much  safer  way  of  investing  in 
volatile  sectors  [e.g.,  technology] 
than  just  buying  straight  equities." 
Forbes  rates  the  Lincoln  closed-end 
fund  "A"  in  bull  markets  and  "B"  in 
bear  markets.  Among  Schwartz's 
favorite  picks:  WorldCom  5s  of  2003 
and  DII  Group  6s  of  2002.  Both 
issues  trade  over  par  and  yield  4.1% 
and  5.5%,  respectively,  which  offers  a 
nice  cushion  should  the  underlying 
stocks  take  a  hit. 


The  overall  market 


Special  focus 


Some  tech-bulls  argue  that  future  earn- 
ings prospects  justify  the  high  p/es  of 
fast-growing  technology  stocks.  But 
how  future  is  future?  Xylan,  which  makes 
computer  network  equipment,  sells  at 
144  times  its  1997  estimate  of  47  cents 
a  share.  The  other  stocks  in  the  table  are 
also  expensive  based  on  1997  estimates. 

The  high  price  of  high  technology 


Recent 

1997 

Company 

price 

est  P/E 

America  Online 

58V8 

59 

Harbinger 

2oy4 

31 

P-Com 

24  Vz 

31 

Pure  Software 

38  Vz 

63 

Spyglass 

30 

79 

Sync  Research 

165/8 

48 

VideoServer 

353/4 

45 

Xylan 

673/« 

144 

3600 
3200 
2800 
2400 

2000 
1600 

1200 


The  Barra  All-US  price  index  as  of  5/10/96 

Market  value:  $7,534.9  billion 
P/E:  22.0 

P/E  minus  negative  EPS:  17.3 
Price/book:  3.3 
Yield:  1.9% 


12-month  closeup 


'86    '87    '88    '89    '90    '91    '92    '93    '94    '95  '96 


Closeup  on  the  markets 


%  change  from 


Index  or  investment 
Barra  All-US  index 
S&P/Barra  Growth  index1 
S&P/Barra  Value  index-' 
Dow  Jones  industrials 
S&P  500 
NYSE 
Nasdaq 

PSE  Tech  100 3 
EAFE4 

CRB  futures  index66 
Gold  (Comex  spot) 
Yen 6 (per $US) 
Oil 6  (W  Texas  Intermediate) 


-0.1% 

-0.1 

-0.1 

-0.9 

-0.2 

-0.2 

1.3 
-0.3 
-2.3 
-0.9 

0.1 
-0.2 
-5.8 


2-week  change 

I 
I 
I 


1  year  ago 

5-year  high 

25.3  % 

-0.4% 

27.7 

-2.1 

26.2 

-1.0 

24.5 

-3.0 

24.1 

-1.4 

23.7 

-0.5 

40.0 

0.0 

34.9 

-0.9 

8.7 

-2.5 

12.4 

-1.0 

1.9 

-5.9 

21.6 

-15.0 

7.7 

-14.8 

The  best  and  worst  performing  stocks 


2-week 

1996 

2-week 

1996 

Best 

Price 

change 

EPS' 

Worst 

Price 

change 

EPS' 

Zenith  Electronics 

17  i/a 

180% 

$0.50 

Alliance  Entertainment 

5i/2 

-39% 

$0.08 

Intelligent  Electronics 

9  3/4 

50 

0.44 

Intersolv 

103/8 

-34 

0.92 

Uniroyal  Chemical 

16!/8 

50 

1.23 

Pinnacle  Micro 

7 1/2 

-28 

0.25 

Bell  Sports 

9  i/4 

49 

0.20 

ABC  Rail  Products 

191/) 

-23 

1.29 

PSINet 

161/4 

39 

-1.41 

Authentic  Fitness 

193/4 

-22 

1.02 

The  best  and  worst  performing  industry  factors8 


Best 

2-week 
change 

Since 
12/31/95 

Worst 

2-week 
change 

Since 
12/31/95 

Consumer  durables 

7.3% 

12.4% 

Oilfield  services 

-5.3% 

28.4% 

Aluminum 

6.7 

11.6 

Broadcasting,  publishing 

-3.9 

-4.9 

Apparel,  textiles 

5.1 

23.0 

Water  transport 

-3.1 

10.5 

Forest  products 

4.6 

17.5 

Containers 

-2.4 

8.4 

Beverages 

4.2 

14.2 

Air  transport 

-2.1 

3.0 

Source:  IBES  Express. 


Note:  Data  for  period  ending  5/10/96.  The  Barra  All-US  price  index  consists  of  all  publicly  traded  common  U.S.  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on  U.S. 
I  markets.  ADRs,  REITs  and  closed-end  funds  are  excluded.  'Total  return  of  a  portfolio  of  more  than  150  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above-average  earnings 
I  growth. 2 Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  5A  price-weighted  index  of  100  widely-followed  U.S. 
j  technology  stocks.  Base  value  =  50  (adjusted),  12/31/82.  "A  dollar-denominated  capitalization-weighted  index  of  more  than  1,1 00  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan 
I  Stanley  Capital  International. 5  Index  of  21  commodity  futures. 6  Source:  Knight-Ridder  Financial  Publishing.  'Estimate.  Source:  IBES  Express. 8  Shows  return  to  the  industry  factor  after  controlling  for  other 
I  influences,  including  company  size,  value  and  growth  characteristics.  Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 


Forbes  ■  June  3,  1996 


169 


WORLD  MARKETS  REVIEW 


Foreign  vs.  U.S.  markets 

Developed  markets 

Emerging  markets 

Valnp  nf  $1  DO  inup^tprl 

VCJIUC  Ul    .plUU  MIVColCU  H(JU/3J 

S&P  500^ 

Market 

Total  return' 
3  months  12  months 

P/E 

Total  return2 
3  months  12  months  P/E 

7 

Malaysia 

16% 

25% 

26 

Morgan  Stanley  Capital  International  indexes 

ion  Z*^ 

Norway 

12 

12 

13 

Emerging  (EM)3 

7% 

13%  18 

Sweden 

11 

32 

13 

Emerging  (EMF)4 

3 

14  19 

Ireland 

9 

12 

Market 

100  //  V  W 

Switzerland 

9 

30 

21 

Venezuela 

55 

17  32 

90            L..    .        ,  L,,„  1 

Germany 

-3 

9 

30 

India 

39 

7  16 

Denmark 

-2 

11 

16 

Taiwan 

34 

6  21 

As  of  4/30/96         S&P  500  EAFE 

P/E                 19.3  28.1 

Finland 

-2 

-7 

10 

South  Africa 

-13 

6  17 

Yield                 2.2%  2.0% 

Belgium 

-1 

10 

15 

Sri  Lanka 

-7 

-8  12 

Price/book            3.8  2.3 

Hong  Kong 

-1 

35 

16 

MM  IMMMI 

Thailand 

-5 

10  20 

BY  GUSTAVO  L0MB0 


In  the  four  months  through  April  the  Morgan  Stanley 
index  of  U.S.  stocks  returned  7%,  including  reinvested 
dividends,  while  Morgan  Stanley's  widely  followed  EAFE 
index  of  international  stocks  returned  6%  (in  U.S.  dol- 
lars). Joe  Rooney,  a  global  strategist  with  Lehman 
Brothers  in  London,  expects  U.S.  stocks  to  continue 
outpacing  most  foreign  stocks.  Rooney  thinks  only  Spain 
and  Sweden  have  a  shot  at  outperforming  the  U.S.  mar- 
ket this  year,  while  Singapore,  Thailand  and  Korea  will 
just  match  the  U.S.  Rooney  fears  that  Switzerland, 


Germany  and  the  U.K.  may  show  negative  returns. 

Tim  Love,  the  head  of  Latin  American  Strategy  at  ING 
Barings  in  London,  is  full  of  optimism  about  Latin 
American  markets.  Love  expects  both  Brazil  and  Mexico 
to  post  1996  gains  in  the  mid-  to  upper  teens.  He  also 
likes  the  Colombian  market,  recently  selling  for  nine 
times  estimated  1997  profits.  "President  Samper  will 
step  down  and  put  an  end  to  Colombia's  political  crises," 
predicts  Love.  But  he  thinks  Venezuelan  stock  prices 
already  reflect  President  Caldera's  economic  reforms. 


Who's  hot 

Company/country 

Business 

Price 

3-month 
price 
change 

P/E 

BET/UK 

business  svcs 

$3.39 

70% 

20 

Safilo/ltaly 

eyewear  frames 

20.23 

60 

26 

Laura  Ashley  Holdings/UK 

textiles  &  apparel 

3.17 

56 

71 

Petroleum  Geo-Services/Norway 

seismic  data 

32.05 

49 

25 

Ekran/Malaysia 

construction 

3.95 

47 

30 

Who's  not 

3-month 

price 

Company/country 

Business 

Price 

change 

P/E 

Victoria  Holding/Germany 

insurance  ! 

>  567.31 

-26% 

32 

Jurong  Shipyard/Singapore 

ship  repairing 

5.73 

-25 

23 

Standa/ltaly 

retailing 

10.35 

-23 

4 

Sidel/France 

packaging  machines 

237.58 

-21 

23 

Glaxo  Wellcome/UK 

pharmaceuticals 

12.09 

-17 

16  ' 

Cheap  stocks  in  emerging  markets 


High-yielding  stocks  in  developed  markets 


Company/country 

Business 

Price 

Price/ 
book 

P/E 

Company/country 

Business 

Price 

Yield  P/E 

Hylsamex/Mexico 

steel 

$  3.98 

1.1 

5 

Hazlewood  Foods/UK 

food  processing 

$1.52 

8.3%  8 

Massalin  Particulares/Argentina 

tobacco 

12.00 

2.4 

7 

Elf-Gabon/France 

energy 

209.00 

7.9  11 

National  Bank  of  Greece/Greece 

bank 

48.34 

0.8 

4. 

British  Gas/UK 

utility 

3.53 

7.7      11  ': 

Petrobras/Brazil 
Samsung  Electronics/Korea 

energy 
electronics 

21.17 
136.20 

0.8 

2.9 

5 
5 

Europistas  Concesionaria/Spain  business  svcs 
Kowloon  Motor  Bus/Hong  Kong  transportation 

7.77 

1.73 

6.8  15 
6.8  12 

Note:  Data  for  period  ending  4/30/96.  Selected  stocks  have  a  market  capitalization  of  at  least  $300  million.  All  prices  are  in  U.S.  dollars.  'Shows  price  return  on  the  EAFE  index  of 
European,  Australian,  New  Zealand  and  Far  Eastern  stocks  converted  into  U.S.  dollars.  Performance  numbers  reflect  both  local  price  change  and  currency  fluctuation.  For 
developed  markets,  dividends  are  reinvested  after  subtracting  foreign  withholding  tax.  For  emerging  markets,  gross  dividends  are  reinvested.  3lndex  of  stocks  available  to  foreign 
and  domestic  investors.  4lndex  of  stocks  available  to  foreign  investors.  Source:  Morgan  Stanley  Capital  International. 
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US$60,000,000 

Senior  Secured  Notes  due  2010 
US$46,000,000 
CAD$19,002,200 


i/ancouver  Grizzlies  of  the  NBA 

Orca  Bay  Basketball  Limited  Partnership 

of  Orca  Bay  Sports  &  Entertainment 

The  undersigned  acted  as 
inancial  advisor  in  structuring  and 
arranging  a  private  placement  of 
these  securities. 

t  Union  Capital  Markets  Corp. 


This  announcement  appears  as  a  matter  of  record  only.  ©1996  First  Union  Corporation 
First  Union  Capital  Markets  Corp.  is  a  wholly  owned  subsidiary  of  First  Union  Corporation.  Kent  Kallberg,  Photography 
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EDITED  BY  RIUA  ATLAS 


Out  of  Africa 

Last  year  South  Africa 
was  the  darling  of  emerging 
market  investors,  but  its 
currency  and  bonds  have  since  gone 
into  a  tailspin.  Time  to  buy,  says 
Daniel  Fuss,  who  runs  $17  billion  in 
bond  funds  for  Boston's  Loomis, 
Sayles  &  Co.  Fuss  is  buying  some  of 
South  Africa's  $37  billion  of  12% 
bonds  due  in  2005.  In  February,  the 
rand -denominated  bonds  yielded 
13.4%;  now  they  yield  16.36%. 

Some  of  the  postindependence 
euphoria  has  worn  off.  Last  month 
the  mainly  white  Nationalist  Party 
said  it  will  withdraw  from  South  Afri- 
ca's coalition  government  and  form 
an  opposition  parry.  In  March  Presi- 
dent Nelson  Mandela  replaced  his 
finance  minister,  a  veteran  banker, 
with  a  member  of  his  own  African 
National  Congress  who  has  no  formal 
economic  training.  Will  the  new 
government  lean  to  the  left?  No  one 

Taking  stock 
in  Safra 

With  interest  rates  on 
the  rise,  bank  stocks  have 
kmm  lost  some  momentum. 
But  Republic  New  York  Corp.,  the 
$47  billion  (assets)  holding  compa- 
ny controlled  by  the  billionaire  Safra 
family,  looks  cheap. 

At  a  recent  60,  Republic's  shares 
(rnb)  are  down  over  3%  this  year  and 
trade  at  1.3  times  book  value.  That 
compares  with  an  average  of  1 .8  times 
book  for  other  banks.  Investors  pe- 
nalize Republic  because  it  makes  less 
from  lending  than  its  rivals.  (Only 
30%  of  its  earnings  assets  are  in  loans 
versus  75%  for  most  banks.)  It  fo- 
cuses on  asset  management — espe- 
cially private  banking.  Bears  also 
grumble  that  much  of  its  profits  come 
from  volatile  commodity  trading. 

Forget  the  bears:  With  interest 
rates  rising,  better  to  be  an  asset  man- 
ager than  a  lender.  Republic  owns 
49%  of  Switzerland-base  I  Safra  Re- 
public, a  private  banking  bo  'tique, 
and  is  increasingly  wooing  wealthy 
families  in  the  U.S.  Four  yea;  from 
now,  private  banking  will  account  for 
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can  be  sure. 

Fuss  thinks  Mandela  must  raise 
interest  rates  to  stabilize  the  rand, 
which  has  already  dropped  19%  this 
year.  But  Fuss  thinks  that's  already 
discounted  in  the  bond  prices. 

One  positive:  South  Africa  has  rela- 
tively little  debt  denominated  in 
foreign  currencies.  Mexico's  need  to 
pay  off  its  dollar-linked  paper  trig- 
gered its  1994  economic  crisis. 

Admitting  it  is  a  risk,  Fuss  says  he 
believes  that  Mandela  will  do  what's 
necessary  to  calm  South  Africa's 
capital  markets.  When  that  happens 
and  the  rand  stabilizes,  the  bonds 
should  go  up.  "I'm  buying  with  a 
lump  in  my  throat,"  Fuss  says. 

Those  able  to  withstand  lumps  in 
their  throats  can  buy  $10,000  or 
more  of  the  bonds  directly  from  a 
full-service  broker — but  be  careful 
about  spreads.  One  international 
bond  fund  that  has  invested  in  South 
African  bonds  is  Warburg  Pincus 
Global  Fixed  Income  Fund. 


close  to  60%  of  Republic's  profits, 
up  from  30%  last  year,  estimates  Judah 
Kraushaar,  Merrill  Lynch's  veteran 
banking  analyst. 

He  expects  Republic  to  earn  $7  in 
1996  and  $8  in  1997.  His  target  for 
the  stock:  83  in  the  next  18  months, 
a  38%  gain.       -Kambiz  Foroohar 

Korean  steal 

South  Korean  stocks 
are  up  15%  since  April,  but 
Pohang  Iron  &  Steel  Co. 
is  still  a  bargain.  Pohang's  shares  trade 
at  seven  times  1996  profits;  the  av- 
erage South  Korean  stock  trades  at  15 
times  profits.  Buy  Pohang's  Ameri- 
can Depositary  Receipts,  trading  on 
the  NYSE  at  a  recent  28. 

Pohang  (PKX)  is  the  world's  sec- 
ond-largest steel  producer.  Why  are  its 
shares — down  20%  from  their  52- 
week  high — so  cheap?  Asian  steel 
prices  have  dropped  to  $400  per 
metric  ton,  down  $80  since  last  sum- 
mer. And  Pohang  should  earn  $1.70 
a  share  this  year,  down  40%  from 
1995,  estimates  Kenneth  Hoffman, 
a  Prudential  Securities  steel  analyst. 


But  Hoffman  expects  a  turn- 
around in  1997.  Steel  prices  should 
stabilize,  and  demand  in  Asian  mar- 
kets is  rising  4%  a  year.  That  contrasts 
with  flat  demand  in  the  U.S.  and 
Europe.  Pohang  is  also  selling  more 
steel  to  the  growing  Chinese  auto- 
motive market.  Hoffman  predicts  Po- 
hang's profits  will  recover  to  $2.80  a 
share  in  1997,  then  advance  23%  more 
in  1998.  He  expects  the  ADRs  to  hit 
$36  by  the  end  of  next  year,  and  $50  by 
the  end  of  1998.     -Damon  Darlin 


Energized 


Oil  and  gas  drillers  are 
up  big  this  year,  but  don't 
sell  yet.  So  says  money 
manager  John  Tozzi,  who  recom- 
mended loading  up  on  these  stocks 
in  Streetwalker  last  fall  (Forbes,  Dec. 
4,  1995).  Tozzi's  picks  included  five 
operators  of  oil  and  gas  drilling  rigs, 
whose  shares  rose  70%.  Tozzi's 
firm,  Cambridge  Investments,  man- 
ages $220  million  in  energy  invest- 
ments. Its  funds  are  up  a  dazzling  42% 
through  April,  net  of  fees. 

His  biggest  bet  remains  on  the  rig 
operators.  Oil  and  gas  exploration  is 
rising,  yet  there's  a  shortage  of  drill- 
ing rigs.  It  will  take  at  least  three  years 
until  new  equipment  can  be  built  to 
meet  demand;  meanwhile,  rates  for 
existing  rigs  are  jumping.  Rates  for 
semisubmersibles,  used  for  deep-wa- 
ter drilling,  quadrupled  last  year. 

Tozzi  is  taking  profits  on  semi- 
submersible  rig  operators  such  as 
Sonat.  He  now  favors  jack-up  rigs, 
which  operate  in  shallower  water. 
Rates  for  this  equipment  now  aver- 
age near  $30,000  a  day,  about  three 

Gushers 


Company 


Price/cash  flow* 
1996  1997 


Cliffs  Drilling 
Ensco  International 
Falcon  Drilling 
Marine  Drilling 
Nabors  Industries 
Noble  Drilling 


'Based  on  estimates.  Cash  flow  is  defined 
as  net  income  plus  depreciation. 
Source-.  Cambridge  Investments. 


These  six  drillers  look  cheap 

at  under  ten  times  1997  cash  flow. 
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times  the  level  of  four  years  ago  but 
less  than  half  w  hat  prices  were  at  their 
peak  in  the  early  Eighties. 

Of  the  stocks  on  last  fall's  list, 
Tozzi  still  favors  Ensco,  with  one  of 
the  largest  fleets  of  jack-ups.  Other 
jack- up  operators  he  likes  are  in  the 
table  at  left.  Tozzi's  also  kept  a  stake 
in  land  driller  Nabors  Industries. 

These  stocks  trade  at  ten  or  more 
times  estimated  1996  cash  flow,  de- 
fined here  as  net  income  plus  depre- 
ciation. That's  cheap  when  you  look 
out  to  1997.  Thanks  to  rising  rates, 
cash  flow  is  expected  to  grow  as  much 
as  40%  next  year. 

Money  in  the  bank 

Carolina  First  Corp.  was  a  sleepy 
regional  bank  until  April.  That's  when 
Affinity  Technology  Group,  a  com- 
panv  it  financed,  went  public  in  a  hot 
IPO.  Carolina  First  owns  warrants 
for  6  million  Affinity  shares. 

Buy  Carolina  stock  (cafc)  and 
short  Affinity  (affi).  At  a  recent  183/4, 
Carolina's  9.3  million  shares  don't 
reflect  the  value  of  its  Affinity  stake. 
OTC-listed  AFFI  is  borrowable. 

Affinity  makes  Automated  Loan 
Machines,  w  hich  allow  consumers  to 
get  instant  loans  at  banks  that  install 
the  machines.  So  far,  $1.5  million 
(sales)  Affinity  has  yet  to  earn  a  prof- 
it. But  its  27.1  million  shares  sell  for 
21V8  each,  up  from  an  IPO  at  13. 
That  values  Carolina's  warrants  at 
$127  million,  a  nice  bit  of  change 
for  the  $1.4  billion  (assets)  bank. 

Carolina  is  trading  at  1.8  times  its 
$10.50-a-share  book  value,  a  slight 
premium  to  other  banks  of  its  size. 
But  if  Carolina  sells  its  Affinity  shares 
at  levels  close  to  current  prices,  CAFC 
could  be  worth  $30  a  share,  a  60% 
remium  to  its  recent  price. 
Traders  suspect  Carolina  will  end 
p  distributing  the  Affinity  shares  to 
ts  own  stockholders.  That  way,  the 
ank  will  avoid  paying  taxes  on  the 
ains  generated  by  the  Affinity 
tock.  But  the  bank  can't  cash  in  or 
pin  off  the  investment  until  Octo- 
er.  That's  where  shorting  Affinity 
comes  in:  If  its  shares  plunge  before 
Carolina  sells  the  warrants,  you'll 
make  money  on  your  short.  If  Affin- 
ity goes  up,  your  Carolina  holding 
vvill  hedge  losses  from  your  short 
position .  OB 

Forbes  ■  June  3,  1996 


WHY 

does  your 
mail-order 
advertising 
belong  in 
Forbes 

FYI's 

CATALOG 

connection: 


Because  this  high-impact  showcase 

delivers  responses  from  busy 
executives  with  little  time  to  shop. 


The  Vgth-page  Catalog 
Connection  ads  are  a 
great,  cost-efficient  way 
to  reach  730,000  Forbes 
subscribers —  savvy 
consumers  who  actively 
seek  out  the  best  in 
fashion,  jewelry  high- 
tech equipment,  sporting 
gear  and  epicurean 
delights. 


FYI  COVER  DATE: 
Sept.  23, 1996 

CLOSING  DATE: 
July  22, 1996 


CALL  LINDA  LOREN  TODAY 

for  more  information: 
PHONE:  (212)  620-2440.  FAX:  (212)  620-2472 


Carrying 
"excess 
inventory?" 


Turn  your  excess  inventory 
into  a  tax  break  and  help 
send  needy  kids  to  college. 

Request  a  free  guide  to  learn  how 

donating  your  slow  moving 
inventory  can  mean  a  generous 
TAX  WRITE-OFF  for  your  company. 

Call  708-690-0010 
Fax  708-690-0565 

630  area  code  starting  8/3/96 
Email  scholar@eduassist.org 


■ML 


Educational  Assistance  Ltd 
P;0  Box  3021 
Glen  Ellyn.  IL  60138 


Flipping 
Burgers 

vs. 
Flipping 

Kids 

For  the  average  start-up  cost  of  a 
restaurant  franchise  you  could  own 
5  or  more  exclusive  Little  Gym 
franchise  territories.  As  a  multi  unit 
franchisee  you  can  control  your 
entire  market,  spreading  your  risk 
while  at  the  same  time,  multiplying 
your  opportunity.  And  when  you  get 
right  down  to  it  which  is  more 
rewarding... serving  burgers  or 
serving  kids? 

mk  International,  Inc. 
For  more  information  on  multi  unit  franchise  opportunities  call 

800-418-2878 

Minimum  investment  $120,000 

©  1995.  The  Little  Gym  International,  Inc 


THE  CONTRARIAN 


Banks  are  still  a  buy 


BY  DAUID  DREMAN 


David  Dreman  is  chair- 
man of  Dreman  Value 
Advisors,  Investment 
Counsel,  New  Jersey, 
and  author  of  The  New 
Contrarian  Investment 
Strategy. 


After  being  thumped  in  1990  and  beaten 
down  almost  to  Depression  levels,  financial 
stocks  have  been  among  the  hottest  perform- 
ers of  the  decade.  First  Fidelity  Bank  (Forbes, 
Oct.  1,  1990,  recommended  at  14)  was  taken 
over  by  First  Union  last  year  for  a  gain  of 
438%.  Signet  (May  28,  1990)  was  up  386%, 
while  Freddie  Mac  and  Fannie  Mae  shot  up 
634%  and  435%,  respectively,  from  their  1990 
lows.  And  so  it  goes. 

Last  year  alone,  banks  were  up  58%,  with 
many  other  financial  sector  stocks  nipping 
closely  at  their  heels. 

Time  to  ask:  Is  the  party  over?  Is  the  fat  lady 
about  to  go  into  her  aria?  With  signs  of  infla- 
tion flashing  again,  isn't  this  a  group  to  avoid? 

I  don't  think  so.  The  positives  still  far  out- 
weigh the  negatives.  First,  many  stocks  in  this 
sector,  even  after  their  large  runups,  are  just 
plain  cheap.  The  average  bank  stock,  for 
example,  trades  at  a  p/e  of  12  times  trailing 
earnings,  versus  19  for  the  s&P  500,  and  a 
price-to-book  of  2.2,  versus  3.7. 

Then  there  are  dividends.  Banks  yield 
about  3.3% — almost  55%  more  than  the  s&P. 
The  regional  banks  are  priced  at  about  the 
same  p/es  as  they  were  when  the  bull  market 
began  back  in  1982,  some  4700  points  ago 
on  the  Dow  Jones  industrial  average. 

Two  other  fundamentals  make  a  good  case 
for  banks,  as  well  as  for  other  financial  stocks. 
First,  their  capital  is  the  highest  relative  to 
assets  that  it  has  been  in  over  three  decades. 
Second,  there  are  no  major  bad  debts  over- 
hanging the  industry.  This  is  a  remarkably  dif- 
ferent banking  industry  from  the  one  of  the 
1980s.  Back  then,  banks  were  burdened  first 
by  enormous  bad  debts  from  emerging 
nations,  followed  by  large  losses  on  lbo  lend- 
ing and  then  the  mother  of  all  bad  loans, 
enormous  real  estate  losses.  The  large  bad 
debt  overhang  was  an  important  reason  for 
the  low  valuations  of  these  stocks  through 
most  of  the  1980s. 

Finally,  the  trend  to  inter-  and  intrastate 
banking  is  continuing,  which  should  sharply 
reduce  industry  costs.  Instead  of  two  or  three 
banks  at  every  intersection,  there  will  be  one 
or  two.  Wells  Fargo's  takeover  of  First  Inter- 
state Bancorp,  with  the  intention  of  immedi- 
ately cutting  back  sharply  on  branches,  and 
Chemical's  acquisition  of  Manufacturers 
Hanover  are  examples  of  mergers  expected  to 
save  billions. 


In  spite  of  their  runup  and  the  renewed 
concerns  that  they  may  be  taken  private, 
Freddie  Mac  (83)  and  Fannie  Mae  (31)  are 
two  financial  stocks  that  are  still  cheap  relative 
to  the  market.  Both  firms  have  for  years  had 
growth  rates  normally  associated  with  high- 
tech companies.  Freddie's  is  17%,  while 
Fannie's  is  25%  over  the  last  five  years.  The 
fear  of  housing  starts  being  hurt  by  rising 
interest  rates  has  caused  weakness  in  these 
stocks.  I  think  the  fear  is  overblown.  The  two 
largest  mortgage  originators  provide  good 
value  at  p/es  of  14  and  15  and  yields  of  1.7% 
and  2.5%,  respectively. 

Besides  Fannie  and  Freddie,  here  are  bank 
stocks  I  would  consider  at  this  point: 

Banc  One  Corp.  (34),  headquartered  in 
Columbus,  Ohio,  is  one  of  the  country's 
largest  bank  holding  companies,  operating 
1,408  branches.  Earnings  for  this  well  man- 
aged bank  have  been  growing  at  a  better  than 
1 0%  rate  in  recent  years,  and  should  continue 
this  trend  for  the  foreseeable  future.  The 
stock  appears  attractive  at  a  p/e  of  12,  a  yield 
of  3.8%  and  a  price-to-book  of  2. 

Boatmen's  Bancshares  (39)  is  the  largest 
bank  holding  company  in  Missouri,  with 
major  stakes  in  nine  adjoining  states,  and  the 
largest  market  share  in  five  of  those  states. 
Even  after  the  acquisition  of  Fourth  Financial 
in  January,  earnings  should  continue  their 
good  growth  record,  improving  about  10% 

No,  the  fat  lady  isn't  singing 
for  financial  stocks,  but  I 
do  hear  her  voice. 


this  year  and  15%  or  more  in  1997.  The  stock 
trades  at  a  p/e  of  11,  yields  3.7%  and  has  a 
price-to-book  of  1.9%. 

Kcycorp  (38)  is  a  major  regional  with  1,284 
branches  in  18  states  and  strong  positions  in  both 
the  Northeast  and  Northwest.  Earnings  should  be 
up  to  a  new  record  this  year,  after  dropping  in 
1995  because  of  securities  losses,  with  the  likeli- 
hood of  further  gains  in  1997.  It  has  a  p/e  of  11, 
a  yield  of  3.9%  and  a  price-to-book  of  1.8. 

No,  the  fat  lady  isn't  singing  for  financial 
stocks,  but  I  do  hear  her  voice.  She's  war- 
bling: "Yahoo,  Netscape,  Planet  Hollywood." 
Take  my  word  for  it,  folks,  the  market  for  hot 
new  issues  is  riding  for  a  serious  fall.  Hopeful- 
ly, the  fall  won't  do  too  much  damage  to  the 
rest  of  the  market.  ■■ 
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Which  Kind  of  Investor  are  You? 


Primitive  investors  were  always  stalking  the  bull.  And  fearing  the  bear. 
But  slowly,  some  investors  came  to  understand  seasons  and  cycles.  They  settled 
down  and  worked  to  build  wealth.  They  learned  to  thrive  while  others  fought 
to  survive.  Your  financial  advisor  will  want  to  know:  are  you  hoping  to  make 
a  killing?  Or  have  you  evolved  into  a  more  civilized  investor?  Ask  your  financial 
advisor  about  Kemper  Funds  or  call  1-800-Kemper-l  ext.  819. 


KEMPER  FUNDS 


Before  you  invest  or  send  money,  carefully  read  the  brochure  and  prospectus  containing  more  complete 
information  including  management  fees  and  expenses.  ©1996  Kemper  Distributors,  Inc.  1011670 

http://www.kemper.com 


FINAHCSAL  STRATEGY 


Small  stock 
time  again? 


BY  A.  GARY  SHILLING 


AM 

A.  Gary  Shilling  is 
president  of  A.  Gary 
Shilling  &  Co.,  eco- 
nomic consultants  and 
investment  advisers. 
His  firm  publishes 
Insight,  a  monthly 
newsletter  covering  the 
business  outlook  and 
investment  strategy. 


Small  stocks  have  leaped  recently  while  their 
large  brethren  have  languished.  The  Nasdaq 
Composite  Index  is  up  more  than  twice  as 
much  this  year  as  the  big-stock-dominated 
Standard  &  Poor's  500 

Except  for  times  like  the  early  1990s,  a 
normal  rebound  after  the  underperformance 
during  the  preceding  bear  market,  you  have 
to  go  back  to  1964-68  and  1975-83  to  find 
periods  when  small  stocks  bested  large  equi- 
ties in  a  sustained  trend.  In  that  1960s 
stretch,  the  Ibbotson  Small  Stock  index  beat 
the  s&P  500  by  a  cumulative  244%,  while  in 
the  1975-83  years,  it  outperformed  the  s&P 
by  an  incredible  1,148%. 

It  wasn't  that  small-company  earnings  rose 
fantastically  in  those  two  eras.  Rather,  big- 
firm  results  were  miserable.  All  things  being 
equal,  stockholders  go  for  household  names 
instead  of  companies  they  have  never  heard 
of.  They  go  for  smaller  stocks  only  when  the 
big  ones  are  doing  badly. 

In  the  1964-68  and  1975-83  periods,  the 
growth  in  earnings  per  share  of  s&P  500 
companies  slid  rapidly.  Productivity  suffered 
as  the  work  ethic  went  to  hell.  Without 
meaningful  productivity  growth,  inflation 
raged.  Big-company  managers  felt  they  were 
duty-bound  to  keep  their  employees  at  least 
abreast  of  leaping  prices,  despite  the  devastat- 
ing effects  of  inflation  on  corporate  earnings. 
Government  taxed  inflation-generated  inven- 
tory profits  as  well  as  depreciation. 

In  those  rotten  times,  small  companies 
were,  as  usual,  nimbler  and  more  resourceful. 
Few  believed,  or  could  afford  to  believe,  that 
they  had  social  contracts  to  maintain  their 
employees'  purchasing  power. 

But  in  the  early  1980s  big-company  earn- 
ings snapped  back  as  restructuring  became 
the  order  of  the  day.  Large  stocks  beat  small 
ones  during  most  of  the  1980s  and  in  the  last 
two  years  as  well. 

But  now  we  have  a  change  again.  A  strong 
buck  puts  pressure  on  export  prices  and  vol- 
umes, and  encourages  import  competition. 
Large  firms  are  generally  more  export-orient- 
ed than  small  shops  and  have  proportionally 
bigger  operations  abroad.  Overseas  sales  of 
U.S.  firms  are  four  times  greater  than  exports. 
Approximately  45%  of  s&P  500  earnings  come 
from  abroad.  For  IBM,  only  41%  of  revenues 
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are  domestic;  for  Coca-Cola,  29%;  and  for 
Eastman  Kodak,  46%.  Others  are  close  to  being 
bigger  abroad  than  at  home.  Philip  Morris  gets 
41%  of  its  revenues  abroad  and  Du  Pont  sells 
49%  of  its  goods  outside  the  U.S. 

IBM's  stock  dropped  12%  on  Apr.  17  when 
it  announced  that  currency  translation  losses 
will  knock  25  cents  off  second-quarter  earn- 
ings, compared  with  36  cents  translation 
gains  a  year  ago,  when  the  buck  was  falling. 
That  61 -cent  swing  is  almost  one-third  as  big 
as  IBM's  first-quarter  earnings  of  $2.21. 

More  such  disappointments  lie  ahead.  Sure, 
corporations  tell  shareholders  that  they  hedge 
their  currency  exposure,  but  what  does  that 
mean?  Are  they  hedging  just  this  quarter's 
foreign  earnings  or  their  anticipated  returns 
for  the  full  year?  Or  are  they  matching  their 
overseas  assets  and  liabilities  to  neutralize  cur- 
rency effects?  Are  they  hedging  their  assets 
within  specific  countries  or  globally?  Total,  or 
even  significant,  hedging  of  foreign  exposure 
is  highly  unlikely,  since  it  costs  so  much.  The 
guys  on  the  other  side  of  the  hedges  usually 
also  know  which  way  currencies  are  moving, 
and  extract  a  high  price  for  their  services. 

Investors  go  for  smaller 
stocks  only  when  the  big  ones 
are  doing  badly. 


The  dollar  may  strengthen  for  many  years 
against  major  foreign  currencies.  Vigorous 
restructuring  here,  in  contrast  to  sluggish 
restructuring  in  Europe  and  Japan,  has  made 
the  U.S.  the  world's  most  competitive  nation 
in  a  growing  number  of  industries.  Look  for 
European  countries,  especially  Germany,  to 
depress  their  currencies  to  rekindle  exports 
and  moribund  economies.  Note  that  59%  of 
U.S.  foreign  affiliate  sales  go  to  Europe,  so  a 
weaker  deutsche  mark  and  other  European 
currencies  could  be  especially  troublesome. 

A  strengthening  dollar  doesn't  guarantee 
superior  performance  for  small  equities,  espe- 
cially in  bear  markets.  Nevertheless,  a  strong 
dollar  in  the  years  ahead  should  subdue  the 
earnings  of  many  large  companies  with  big 
international  exposure.  This  could  shift  the 
balance  toward  smaller  companies  that  do  not 
depend  heavily  on  foreign  business.  The 
trend  may  already  have  started.  ■■ 
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Mutual  momentum 


BY  MARK  HULBERT 


Mark  Hulbert  is  editor 
of  the  Alexandria  ,  Va.- 
based  Hulbert 
Financial  Digest,  a 
monthly  service  that 
monitors  the  perfor- 
mance of  investment 
advisory  letters. 


Momentum  strategies,  sometimes  also 
referred  to  as  relative  strength  approaches, 
basically  are  trend  followers.  The  idea  behind 
them  is  that  if  a  security  has  outperformed  the 
market,  it's  likely  to  continue  to  do  so.  For 
example,  if  IBM  has  gained  20%  in  a  year  in 
which  the  market  is  up  10%,  then  IBM's  price 
is  exhibiting  strong  momentum — and  is  con- 
sequently a  good  candidate  for  purchase.  This 
contrasts  with  value  investing,  which  advises 
us  to  "buy  low,  sell  high."  Momentum  strate- 
gies advise  us  to  "buy  high,  sell  higher." 

We  have  known  for  some  time  that  momen- 
tum strategies  work  with  individual  stocks  (see 
my  Jan.  1  column).  For  example,  the  top  15- 
year  performer  in  the  Hulbert  Financial 
Digests  scoreboard,  the  Value  Line  Investment 
Survey,  bases  its  stock  ranking  system  on  a 
combination  of  price  and  earnings  momen- 
tum. And  the  top  performers  over  the  last  ten 
and  five  years,  respectively — Louis  Navellier's 
MPT  Review  and  Jim  Collins'  ore  Insight — 
focus  heavily  on  price  momentum. 

What  has  been  less  clear — until  now — is 
whether  momentum  strategies  work  with 

Momentum  strategies  have  the 
potential  of  being  even  more 
successful  with  mutual  funds  than 
with  individual  stocks. 


mutual  funds.  For  some  time  I  have  had  a 
suspicion  that  they  do,  owing  to  the  fact  that 
a  few  of  the  top-performing  longer-lived 
mutual  fund  letters — such  as  Fidelity  Monitor 
and  Timer  Digest — use  momentum  strategies. 
But  I  became  a  believer  upon  reviewing  the 
performances  of  a  number  of  newer  fund  let- 
ters, many  of  which  also  are  using  momen- 
tum strategies  to  great  effect. 

Consider  the  top-performing  fund  letter  in 
the  hfd's  ranking  among  those  that  have 
been  followed  for  five  years  or  less:  All  Star 
Funds.  Editor  Ronald  Rowland  calls  the  sys- 
tem he  uses  for  selecting  mutual  funds 
"Relative  Strength  Momentum."  The  basic 
concept  behind  this  system,  according  to 
Rowland,  is,  "We  go  with  the  proven  winner 
until  a  fund  with  an  even  stronger  relative 
strength  momentum  value  emerges." 

The  HFD  has  been  tracking  All  Star  Funds 
since  the  beginning  of  1993.  Since  then,  its 


portfolios  on  average  have  produced  a  22% 
compound  rate  of  return.  This  contrasts  with 
15.6%  for  the  Wilshire  5000. 

Another  of  the  top-performing  newer  let- 
ters also  picks  funds  on  the  basis  of  momen- 
tum: Equity  Fund  Outlook,  edited  by 
Thurman  Smith.  HFD  began  tracking  this  let- 
ter at  the  beginning  of  1991.  Since  then  its 
portfolios  on  average  have  beaten  the  market 
19.2%  to  17.6%,  compounded.  Smith's 
approach  favors  those  mutual  funds  that 
have  achieved  the  greatest  momentum  with 
the  least  amount  of  volatility.  (Followers  of 
Navellier  and  Collins  will  notice  the  remark- 
able similarity  between  their  approaches  to 
picking  stocks  and  Smith's  mutual  fund 
selection  criteria.) 

Why  should  momentum  strategies  that  work 
for  individual  stocks  also  work  with  mutual 
funds?  The  explanation  that  makes  the  most 
sense  to  me  appeared  in  Jack  Schwager's  book 
The  New  Market  Wizards  (HarperBusiness, 
1992).  It  turns  out  that  when  the  stocks 
owned  by  a  mutual  fund  have  similar  charac- 
teristics, the  mutual  fund  as  a  whole  will  mag- 
nify or  exaggerate  those  characteristics.  (Those 
interested  in  the  mathematical  explanation  of 
this  phenomenon  should  consult  Schwager's 
excellent  book.) 

This  explains  why  Fidelity's  select  funds  are 
used  so  profitably  by  the  momentum  letters:  Each 
member  of  Fidelity's  huge  family  of  select  funds 
has  fairly  clearly  defined  characteristics.  Of  the  six 
model  portfolios  in  Rowland's  All  Star  Funds  let- 
ter, the  best-performing  has  been  the  one  that 
invests  exclusively  in  Fidelity's  select  funds.  Since 
the  beginning  of  1993,  it  has  beaten  a  buy-and- 
hold  by  the  astounding  margin  of  31.9%  to 
15.6%,  compounded. 

Schwager's  book  implies  that  momentum 
strategies  have  the  potential  of  being  even 
more  successful  with  mutual  funds  than  with 
individual  stocks.  This  has  been  borne  out 
over  the  last  three  years  in  the  HFD  perfor- 
mance ratings.  Since  the  beginning  of  1993, 
the  Value  Line  Investment  Survey  has  pro 


duced  a  13.1%  compound  return;  MPT  Kevievf\ 
an  1 1 .8%  return;  and  OTC  Insight,  a  2 1 .4%  j 
return.  All  Star  Funds'  22%  outperformed  af 
three  of  them,  and  Equity  Fund  Outlook's  a 
18.2%  outperformed  two  of  the  three.  1 
With  five  or-  fewer  years  of  data,  of  coi'e' 
the  jury  is  still  out  on  these  two  younge cee 
ters.  But  assuming  momentum  contini^  esPe" 
work  well,  here  are  the  mutual  funds  tfr°nS 
both  All  Star  Funds  and  Equity  Fund  *v. 
currently  like:  for  more  aggressive  acc1}  & 
Wasatch  Micro  Cap  and  Van  Wagone"- ^ 
Emerging  Growth;  and  for  more  con!*  n° 
accounts,  Mutual  Qualified  Income,  e 
Growth  &  Income  and  MAS  Value.  I 
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FRANKLIN  GROWTH  FUND 

Time  Can  Be  Your  Most 
Valuable  Asset 
■ 

■  Long-term  financial  goals,  like  retirement, 
college  for  your  children  or  a  second  home, 
require  long-range  planning.  The  Franklin 
Growth  Fund  cannot  guarantee  you  will  meet 
these  goals,  but  it  is  designed  to  provide 
long-term  capital  appreciation.  Its  profession- 
al management  team  seeks  to  invest  in  the 
securities  of  America's  established  and 
emerging  growth  companies  and  constantly 
monitors  current  holdings  to  evaluate  new 
possibilities. 

■  Since  1948,  the  Franklin  Growth  Fund  has 
been  helping  investors  by  offering: 

Capital  Appreciation  Potential  -  the 

fund  offers  the  opportunity  to  make  your 
investment  grow  over  the  long  run. 

Wide  Diversification  -  The  fund  invests  in 
the  securities  of  selected  growth  companies 
in  a  variety  of  industry  groups,  to  help 
reduce  risk. 

■  To  help  you  better  understand  the  basics  of 
investing,  request  a  copy  of  the  Franklin 
Templeton  Guide  to  Understanding  Mutual 
Funds.  Call  your  investment  representative  or 

|  Franklin  today  for  a  free  brochure. 

Franklin  Templeton  Distributors,  Inc. 


YES!  I  would  like  a  free  prospectus  containing  more  complete  information  on  the 
Franklin  Growth  Fund,  including  sales  charges  and  expenses.  I  will  read  it  carefully 
before  I  invest  or  send  money. 

□  Please  send  me  the  Franklin  Templeton  Guide  to  Understanding  Mutual  Funds. 

□  I  am  currently  a  Franklin  shareholder. 


Name 


Address 


City/State/Zip 


F  R  A  N  K<  L  IJ  N  i 

777  Mariners  Island  Boulevard 

  San  Mateo,  CA  94404-158S 

A    Member   of   the   $140    Billion    Franklin    Templeton  Group 
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MARKET  TRENDS 

False  values 


BY  MARTIN  SOSNOFF 


Martin  Sosnoff  is  chief 
investment  officer  of 
Atalanta/Sosnoff  Capital 
in  New  York  and  author 
of  Silent  Investor  Silent 
Loser. 


After  Jackie's  simulated  pearl  necklace  sold 
north  of  $200,000  to  the  Franklin  Mint  at 
Sotheby's,  I  scrambled  up  my  library  ladder 
and  pulled  out  Guy  de  Maupassant's  short 
stories  and  reread  "The  Necklace."  This  is  a 
fitting  companion  piece  to  the  Mint's  suc- 
cessful bid,  which  I  guess  is  tied  to  some 
mail-order  promotion  it  will  launch  using  its 
Jackie  card. 

In  Maupassant's  story,  Mathilde,  a  vain 
housewife,  borrows  her  rich  friend's  diamond 
necklace  for  a  dress  ball  and  loses  it  running 
for  a  cab  on  her  way  home.  Frantic  and  proud, 
she  slaves  for  ten  years,  ruining  her  looks,  to 
pay  for  the  replacement  gems  bought  at  usuri- 
ous interest.  In  the  end,  she  tells  her  friend  her 
story,  only  to  be  floored  by  the  news  that  the 
borrowed  necklace  was  paste.  Maupassant's 
scalpel  is  cold  and  incisive.  Covet  false  values 
and  you  pay  dearly  for  it. 

The  Jackie  sale,  $34  million  for  household 
goods  and  keepsakes,  tempts  me  to  conclude 
we  have  started  another  cycle  of  trophy  invest- 
ing comparable  to  that  of  the  mid-  to  late 
1980s.  It  was  then  that  the  Japanese  bought 

Have  we  started  another 
cycle  of  trophy  investing 
comparable  to  that  of  the 
mid-  to  late  1980s? 


control  of  Rockefeller  Center,  later  a  bank- 
ruptcy. Donald  Trump  flexed  his  muscles  and 
outbid  everyone  for  the  Plaza  Hotel,  the  Pan 
Am  Shuttle,  the  Castle  casino  from  Hilton 
and  Mar-a-Lago,  the  118-room  white-ele- 
phant estate  in  Palm  Beach.  USAir  now  owns 
the  shuttle,  and  Mar-a-Lago  is  a  country  club 
with  limited  cachet. 

The  rich  are  certainly  different  than  you  or 
I.  They  have  almost  unlimited  access  to  lever- 
aged bank  financing  at  reasonable  rates  of 
interest.  Thus  they  can  indulge  their  taste  for 
trophy  investments  when  the  spirit  moves 
them.  When  they  do,  the  really  smart  money 
looks  elsewhere. 

Impressionist  and  modern  art  made  auction 
records  between  1988  and  1989.  It  was  then 
that  Walter  Annenberg,  a  great  collector  of 
20th-century  art,  reallocated  some  of  his  bil- 
lions from  the  sale  to  Rupert  Murdoch  of  his 
TV  Guide  properties.  The  price  was  fancy, 


and  Walter  did  buy  more  art,  but  he  put  much 
of  his  money  to  work  in  a  big  block  of  Wells 
Fargo,  which  has  done  everything  a  stock 
should  do  over  a  five-year  span.  Annenberg 
followed  his  friend,  Warren  Buffett,  on  this 
investment.  Meanwhile,  Alan  Bond,  the  Aus- 
tralian operator,  gobbled  up  Van  Gogh's 
"Irises,"  and  his  bankruptcy  followed. 

Heady  prices  for  art  and  collectibles  in  the 
late  Eighties  was  a  function  of  the  liquidity  in 
the  junk  bond  market  and  Japanese  speculat- 
ing with  appreciated  yen.  The  Jackie  auction 
was  more  a  function  of  recent  profits  in  the 
stock  market.  I  didn't  see  Annenberg  bidding 
for  President  Kennedy's  golf  clubs  and  cigar 
humidor.  It  was  B-list  wealth  raising  their 
paddles  at  Sotheby's  this  time  around. 

The  top  1%  of  the  population  indulged 
themselves  just  as  they  have  been  doing  for 
the  past  ten  years.  The  disparity  in  wealth 
between  the  guys  in  workboots  and  the  B  list 
of  entertainment  and  media  personae  and 
Wall  Streeters  still  widens.  There  was  no  con- 
noisseurship  involved  in  buying  John- John's 
Victorian  highchair. 

The  auctioning  of  Andy  Warhol's  worldly 
goods  at  Sotheby's  mushroomed  into  a  media 
event,  too.  In  1989  the  art  market  failed  to 
parse  the  connection  between  the  peaking  of 
prices  for  collectibles  and  the  final  bell  for 
monetary  liquidity.  In  New  York  it  was  the 
RJR-Nabisco  leveraged  buyout  of  kkr  that 
sopped  up  the  last  of  that  liquidity.  Over  in 
Tokyo,  the  bubble  in  real  estate  had  stretched 
to  the  bursting  point. 

That  was  when  media  events  like  Liberace's 
pianos  with  candelabra,  and  Duchess  Wally's 
baubles  exceeded  estimated  prices  by  a  couple 
of  hundred  percent.  I  have  pondered  the  eco- 
nomic significance,  the  symbolism  of  Wally 
Simpson,  Warhol  Comet  and  now  Jackie  O. 
These  bubbles  are  a  coincident  indicator, 
something  that  ticks  the  day  you  are  looking 
at  it — like  ten-day  automobile  sales. 

While  the  arriviste  B  list  indulges  in  Jack- 
iemania,  the  vast  middle  class  is  collecting  its 
own  trophies,-  pouring  its  available  cash  into 
stocks.  Meanwhile,  30-year  Treasurys  just 
crossed  into  7%  territory  and  the  market 
shudders.  All  of  us  who  manage  money 
quickly  thumbed  through  our  dividend  dis- 
count models  and  concluded  the  market 
could  hit  choppy  air.  It  sits  enslaved  by  its 
linkage  to  interest  rates.  As  de  Maupassant 
warned:  Covet  false  values  and  you  pay 
dearly  for  it. 
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takes  a  lot  to  boild  something 
this  big...  and  make  it  fly! 


At  Boeing,  it  takes  thousands  of  people,  6  million 
parts  and  partners  like  Sequent. 


7or  more  than  three-quarters  of  a  century,  Boeing  has  been  the 
urpassed  leader  in  engineering  commercial  aircraft.  But  in  today's 
:ely  contested  global  marketplace,  the  company's  competitive 
re  will  also  depend  on  its  jet-age  prowess  for  process.  That's  why 
ing  is  committed  to  create  a  world-class,  just-in-time  manufactur- 
system  that  will  migrate  45,000  employees  and  the  control  of  a 
ion-plus  parts  per  airplane  to  new  open  systems  technology 
able  of  revolutionizing  Boeing's  cost  and  production  time. 
\  key  part  of  this  unprecedented  challenge  is  a  state-of-the-art 
jent  database  platform  . . .  and  a  truly  powerful,  problem-solving 
nership  that  places  Sequent  as  a  member  of  Boeing's  collaborative 
lopment  team.  As  the  leader  in  very  large,  complex  open  systems 
tions,  Sequent  not  only  runs  some  of  the  biggest  applications 


around  the  globe,  we  routinely  provide  customers  like  Boeing  with 
the  architectural  and  system  integration  expertise  that  make  those 
systems  work. 

Our  customers  say  we're  the  best  in  the  business.  We  prove  it 
every  day  to  Boeing.  We  can  prove  it  to  you. 

If  your  company  plans  to  succeed  like  Boeing,  call  us  at 
1-800-257-9044  or  visit  our  web  site  at  http://www.sequent.com. 
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Here  they 
come  again 

Don't  go  to  the  seashore  this  summer  looking  for 
peace  and  quiet.  The  Jet  Skiers  will  be  out  in  force. 


By  Alexandra  Alger 

"I  was  on  MY  deck,  where  I  can  see 
seals  and  otters,  and  all  of  a  sudden  I 
heard  that  vroom!  vroom!  and  five 
of  them  went  by,"  shudders  Mary 
Ann  Anderson,  a  ten-year  resident  of 
San  Juan  Island,  off  the  coast  of 
northern  Washington  state.  "Never 
in  my  wildest  dreams  did  I  think  they 
would  come  here,"  says  the  5 3 -year- 
old  former  flight  attendant. 

It's  no  dream.  Jet  Skis  are  every- 
where. This  summer  the  nation's 
shorelines  and  waterways  will  be 
invaded  by  about  a  million  of  them. 
Jet  Skis  or,  more  properly,  personal 
watercraft,  are  now  the  fastest-grow- 
ing part  of  the  boat  business,  and 
they  are  getting  bigger  and  more 
powerful.  The  hottest  craft  this  sea- 
son will  be  three-seater  models 
(which  can  also  pull  water-skiers) 
and  high-performance  machines  that 
can  scream  at  70mph.  Racing  is  now 
a  big  deal,  and  Budweiser  sponsors  a 
series  of  races  put  on  by  the  Nascar 


San  Juan  Islander  Mary  Ann  Anderson,  53 
Succeeded  in  getting  Jet  Skis  banned. 
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of  Jet  Skis,  the  24,000-member 
International  Jet  Sports  Boating 
Association.  Nice  combination — 
brewskis  and  Jet  Skis. 

But  for  Mary  Ann  Anderson  and 
millions  of  other  nature  lovers,  the 
things  are  an  abomination,  murder- 
ing tranquility  and  endangering 
marine  life.  She  got  together  with 
other  islanders  and  had  them  banned 
outright  from  the  archipelago's  375 
miles  of  shoreline,  effective  February 
1996.  Some  1,400  island  residents 
signed  the  petition. 

The  industry  is  apoplectic  about 
the  ban.  "The  county  sheriff  has  said 
there  have  been  no  citations,  no  acci- 
dents and  no  injuries,"  charges 
Roger  Hagie,  point  man  for 
Kawasaki  Motors,  one  of  the  six 
manufacturers  of  personal  water- 
craft.  "We  see  this  action  as  arbitrary 
and  capricious."  Of  course  it  is  nei- 
ther. When  anything  becomes  a  nui- 
sance, citizens  have  a  right  to  ban  it. 
Says  Rhea  Miller,  a  county  commis- 
sioner who  pushed  the  legislation 
through:  "Watercraft  threaten  the 
very  lifeblood  of  the  San  Juan 
Islands,  the  marine  wildlife  and 
peace  and  quiet.  That's  what  people 
come  here  for." 

Local  folks  like  these,  getting 
together  to  outlaw  personal  water- 
craft  in  their  communities,  have 
become  the  industry's  biggest  fear. 
But  they  face  a  tough  fight.  Most  of 
the  major  manufacturers  make  or 
used  to  make  snowmobiles — 
Kawasaki,  Yamaha,  WetJet,  Arctco, 
Bombardier  and  Polaris.  This  is  a 
group  that  knows  how  to  manipulate 
public  opinion  by  hiding  behind 
their  customers.  "They've  got  more 


credibility  than  we  do,"  says  Glyn 
Johnston,  manager  of  government 
affairs  for  Sea-Doo,  a  unit  of 
Canada's  Bombardier  Inc.,  which 
has  42%  of  the  personal  watercraft 
market.  In  Florida,  some  3,000 
watercraft  owners  have  written  to 
the  Florida  Keys  National  Marine 
Sanctuary  to  urge  them  not  to  single 
out  Jet  Skis  for  regulation. 

In  the  San  Juan  Islands  case,  the 
industry  trade  group  is  funding  a  suit 
to  overturn  the  Jet  Ski  ban  and  has 
found  local  businesses  and  individu 
als  willing  to  act  as  plaintiffs.  One  of 
their  poster  kids  is  Brian  Marble,  an 
18-year-old  high  school  senior  who 
saved  up  for  two  years  to  buy  the 
$5,500  personal  watercraft  that  he 
and  his  friends  use.  "We  used  it  all 
the  time,  then  two  years  later,  it's 
like,  'Oh,  you  can't  use  it.'  It's  been 
a  downer." 

Marble  may  be  bummed,  but 
Anderson  has  quiet,  at  least  for  now. 

In  recent  years  the  industry  has 
been  under  increasing  attack  by  reg 
ulators.  Nationally,  only  5%  of  the 
boats  on  the  water  are  personal 
watercraft,  but  they  account  for  30% 
to  40%  of  the  accidents.  On  a  single 
Sunday  afternoon  last  August,  three 
people  died  as  a  result  of  Jet  Ski 
mishaps  in  Southampton,  N.Y.  A 
man  scuba  diving  was  killed  after 
being  struck  on  the  head  by  a  Jet  Ski 
A  young  couple  decided  to  joyride  in 
the  ocean  after  hitting  some  of  the 
area's  beach  bars.  The  pair  was 
found  drowned  a  few  days  later,  the 
nearby  Jet  Ski  out  of  gas. 

The  industry  says  it  is  concerned 


Plaintiff  Brian  Marble,  18,  and  friend 
Suing  for  the  right  to  vroom  the  island. 
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Budweiser  sponsors  racing  competitions  like  this  recent  one  at  Tybee  Island,  Ga. 
Nice  combination— Jet  Skis  and  brewskis. 


about  safety,  and  even  provides  its 
dealers  with  safety  videos  for  buyers. 
But  no  one  is  kidding  anyone  about 
why  these  things  are  so  popular. 
"No  matter  what  we  do,  the  first 
question  potential  buyers  want  to 
know  is,  'How  fast  does  it  go?'" 
admits  Michael  Dapper,  a 
ji  spokesman  for  Polaris.  Look  at  any 
i  watercraft  magazine — and  there  are 
several,  with  names  like  Splash  and 
Personal  Watercraft  Illustrated — and 
what  do  you  see?  Good-looking 
guys  and  gals  kicking  up  spray.  It's 
the  in-your-face  thing  of  the 
Nineties. 

The  manufacturers  aren't  winning 
them  all. 

Starting  July  1,  New  Jersey  riders 
must  be  at  least  16  years  old  and  pass 
an  eight-hour  boat  safety  course 
before  they  can  get  on  the  water. 
Renters  are  excluded — but  rental 
operators  have  to  provide  some 
training.  In  Connecticut,  all  users 
must  pass  a  daylong  safety  course, 
whether  they  own  or  rent. 

In  Minnesota,  as  of  May  1 ,  no  one 
under  the  age  of  13  can  operate  a 
personal      watercraft.  Children 


between  13  and  17  need  to  take  a 
boat  safety  course. 

•  In  Indiana,  as  of  January,  all  riders 
are  required  to  have  a  motor  vehicle 
driver's  license.  Anyone  under  21 
and  without  a  license  has  to  take  a 
boat  safety  course.  Boating  records 
are  now  tied  to  driving  records. 
Drive  dangerously,  and  you  risk  get- 
ting your  license  suspended. 

•  In  Vermont,  personal  watercraft 
will  be  banned  from  lakes  smaller 
than  300  acres — that  is,  on  all  but 
32  of  Vermont's  819  lakes  and 
ponds — starting  in  1997. 

Today  36  states  have  laws  on  the 
books  that  set  minimum  ages  for 
personal  watercraft  operation,  out- 
law wake  jumping,  nighttime  riding 
and  the  "reckless  operation"  of  these 
boats,  and  in  many  cases  define  no- 
wake  zones. 

Who  wins?  The  nature  lovers?  Or 
the  spray-in-your-face  types?  The 
industry  has  some  leverage  when  it 
comes  to  battling  with  regulators  on 
the  state  level.  But  when  the  fight  is 
purely  local,  as  in  the  San  Juan 
Islands  and  some  other  areas,  such  as 
Redding,  Calif.,  popular  sentiment 


can  wipe  them  out.  Most  owners  of 
waterfront  property  are  hardly  Jet 
Ski  fans,  and  some  states  are  already 
thinking  about  letting  local  munici- 
palities make  their  own  rules. 

Meanwhile,  watercraft  dealers  are 
looking  to  make  every  sale  they  can. 
"We  make  no  secret  that  we'd  like  to 
see  the  age  and  income  level  of  the 
average  user  go  down,"  says  Joseph 
Hice,  a  spokesman  for  Sea-Doo. 
"You  don't  need  to  be  34  years  old 
and  make  $65,000  a  year  to  buy  a 
Sea-Doo  craft."  To  help  the  young, 
poorer  folk  along,  Sea-Doo  is 
putting  together  a  finance  program 
for  buyers.  This  summer:  Buy  a  Sea- 
Doo  with  $300  down,  and  don't 
make  any  payments  until  September. 

Okay,  but  the  industry  may  be 
digging  its  own  grave.  "I'd  like  to 
think  it's  going  to  be  quieter  this 
summer,"  says  Ted  Sadleir,  senior 
bay  constable  in  Southampton,  N.Y., 
"but  I  don't  think  it  will  be."  As 
New  Jersey  State  Senator  Leonard 
Connors  Jr.,  whose  bill  would  allow 
municipalities  to  regulate  their  own 
shorelines,  puts  it,  "It's  the  show- 
offs  who'll  get  the  bill  passed."  &M 
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COLLECTORS 

They  can  get  it 
for  you  wholesale 

Buying  art  is  an  art  in  itself.  That's  why  some 
collectors  hire  pros  to  do  their  buying  for  them. 


By  Doris  Athineos 


Texans  Hugh  and  Mane  Halff  (left)  and  art  adviser  Barbara  Guggenheim 
Art  dealers  "made  us  feel  like  country  bumpkins,"  says  Marie  Halff. 


Twelve  years  ago  Hugh  and  Marie 
Halff  decided  to  get  serious  about  art. 
Hugh,  a  successful  private  investor 
from  San  Antonio,  had  the  means  and 
the  interest  to  put  together  an  impor- 
tant collection. 

But  w  hen  the  Halffs  blew  into  the 
New  York  art  gallery  scene,  wallet  in 
hand,  they  were  ignored  and  insulted. 
At  a  Soho  gallery  one  day,  for  exam- 
ple, the  couple  spotted  a  drip-and- 
splash  painting  by  Sam  Francis,  and 


were  ready  to  spend  six  figures  for  it. 
The  Halffs  stood  in  front  of  the  paint- 
ing for  a  few  minutes,  glancing 
around  for  a  salesperson.  No  one 
approached.  They  went  to  the  recep- 
tion desk  and  asked  for  help.  The 
woman  behind  the  counter  filed  her 
nails  and  took  a  phone  call.  "We  were 
never  even  acknowledged,"  recalls 
Hugh  Halff.  They  left,  disgusted  and 
empty-handed. 

It  wasn't  the  first  time  New  York  art 


dealers  "made  us  feel  like  country 
bumpkins,'"  says  Marie  Halff. 

Today  the  National  Gallery  of  Art 
in  Washington  borrows  paintings 
from  the  Halffs.  And  Hugh  is  a  trustee 
at  the  Smithsonian  Institution's  Na- 
tional Museum  of  American  Art  and 
the  San  Antonio  Museum  of  Art.  On 
the  Halffs'  walls  hang  museum-cali- 
ber paintings  by  American  impres- 
sionists like  John  Singer  Sargent,  Wil- 
liam Merritt  Chase  and  John  H. 
Twachtman. 

What  changed?  Halff  credits  his 
transformation  from  yokel  to  con- 
noisseur to  Barbara  Guggenheim. 
She's  a  professional  art  adviser,  a  hired 
gun  who  will  guide  you  through  the 
traps,  intricacies  and  deceptions  of 
what  is  sometimes  a  sleazy  business. 

In  a  sense,  the  adviser  is  a  salesper- 
son, much  like  a  real  estate  broker. 
His  or  her  job  is  to  help  you  find  what 
you  want  and  then  get  it  for  a  good 
price.  But  unlike  in  real  estate,  it  is  the 
buyer,  not  the  seller,  who  pays  the 
commission — which  can  range  from 
5%  to  15%  of  the  budget.  The  right 
adviser  can  pa)'  for  herself  by  getting 
dealers  to  shave  their  prices  more  thanl 
they  might  do  if  you  were  to  walk  ini 
off  the  street. 

The  Halffs  watched  Guggenheim, 
who  holds  a  doctorate  in  art  historyj 
from  Columbia,  knock  a  cool  million 
off  the  price  of  a  landscape  painting  by 
American  impressionist  Theodore 
Robinson.  The  Halffs  wound  up  pay- 
ing $2.1  million  for  "Anchorage,  Cos! 
Cob"  in  1989.  Four  years  later  cura-| 
tors  at  the  National  Museum  ot 
American  Art  borrowed  it  for  a  show. 

Art  advisers  also  open  doors.  Gugj 
genheim  whisked  the  Halffs  past  the 
receptionists  to  the  galleries'  back 
rooms,  where  the  best  stuff  is  often 
stashed  for  only  important  collectors 
to  see.  Before,  the  Halffs  were  nol 
even  aware  of  the  existence  of  these 
inner  sanctums.  She  also  walked  the 
couple  through  museum  shows,  auc- 
tion previews  and  other  collectors 
homes  to  see  notable  works. 

Guggenheim  urged  the  Halffs  tc 
concentrate  on  one  style,  so  theii 
collection  would  have  a  theme.  "Wo 
had  paintings,  not  a  collection,"  say 
Hugh.  "We  couldn't  hang  them  iij 
the  same  room;  they  clashed  badly."1 

They  chose  American  impression 
ism,  and  Guggenheim  helped  then 
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A  MAN'S  GUIDE  to  bininv  DIAMONDS 


She's  expecting  DIAMONDS. 
Ion  7  PANIC.  We  can  help. 

The  way  to  a  man's  heart  is  through  his  stomach, 
but  the  way  to  a  woman's  usually  involves  a 
jeweler.  Just  think  of  golf  clubs,  or  season 
tickets  wrapped  in  a  little  black  velvet  box. 
That's  how  women  feel  about  diamonds. 
To  know  diamonds  is  to  know  her.  Find  out 
what  she  has  her  heart  set  on.  Is  it  a  pendant, 
anniversary  band,  or  ear  studs?  You  can  find 
out  by  browsing  with  her,  window  shopping, 
watching  her  reactions  to  other  women's  jewelry. 
Go  by  body  language,  not  just  by  what  she 
says.  Then,  once  you  know  the  style,  you  can 
concentrate  on  the  diamond. 
Like  people,  no  two  diamonds  are  alike. 
Formed  in  the  earth  millions  of  years  ago 
and  found  in  the  most  remote  corners  of  the 
world,  rough  diamonds  are  sorted  by  DeBeers' 
experts  into  over  5,000  grades  before  they  go 
on  to  be  cut  and  polished.  So  be  aware  of  what 
you  are  buying.  Two  diamonds  of  the  same 
size  may  vary  widely  in  quality.  And  if  a  price 
looks  too  good  to  be  true,  it  probably  is. 
Maybe  a  jeweler  is  a  man's  best  friend.  You  want  a  diamond  you  can  be  proud  of.  So  don't  be  attracted 
)  a  jeweler  because  of  "bargain  prices."  Find  someone  you  can  trust.  Ask  questions.  Ask  friends  who've 
3ne  through  it.  Ask  the  jeweler  you  choose  why  two  diamonds  that  look  the  same  are  priced  differently. 
3u  want  someone  who  will  help  you  determine  quality  and  value  using  four  characteristics  called  The  4Cs. 
|hey  are:  Cut,  not  the  same  as  shape,  but  refers  to  the  way  the  facets  or  flat  surfaces  are  angled.  A  better 
at  offers  more  brilliance;  Colon  actually,  close  to  no  color  is  rarest;  Clarity,  the  fewer  natural  marks  or 
nclusions"  the  better;  Carat  weight  the  larger  the  diamond,  usually  the  more  rare.  Remember,  the  more 
)u  know,  the  more  confident  you  can  be  in  buying  a  diamond  you'll  always  be  proud  of. 
ram  more.  For  the  booklet  "How  to  buy  diamonds  you  11  be  proud  to  give'  call  the  American  Gem  Society, 
presenting  fine  jewelers  upholding  gemological  standards  across  the  U.S.,  at  800-340-3028. 
Compromise  now?  Where's  your  heart?  Go  for  diamonds  beyond  her  wildest  dreams.  Go  for  something 
at  reflects  how  you  really  feel.  You  want  nothing  less  than  a  diamond  as  unique  as  your  love.  Not  to 
ention  as  beautiful  as  that  totally  perplexing  creature  who  will  wear  it. 


thi 


Diamond  Information  Center 
Sponsored  by  DeBeers  Consolidated  Mines,  Ltd.,  Est.  1888. 
A  diamond  is  forever.  DeBeers 


Vintage  woom 

Old  motorcycles  still  yearn 
for  the  road,  not  the  museum. 
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COLLECTORS 

assemble  30  paintings.  The  first  was 
Winslow  Homer's  "Houses  on  a 
Hill,"  bought  at  auction  in  1985  for 
$726,000.  Today  it's  part  of  the  tour- 
ing Homer  show  currently  at  Bos- 
ton's Museum  of  Fine  Arts,  slated  for 
New  York's  Metropolitan  Museum  of 
Art  in  June,  and  is  worth  about  SI. 6 
million. 

A  growing  number  of  collectors 
now  rely  on  New  York  advisers  like 
Guggenheim  (Guggenheim,  Asher 
Associates,  212-772-3888);  Thea 
Westreich  (212-941-9449);  and 
Lucy  Mitchell-Innes  and  husband 
David  Nash,  who  recently  left  Sothe- 
by's to  hang  out  their  own  shingle  as 
consultants  (212-348-6666). 

Most  advisers  focus  on  19th-centu- 
ry through  contemporary  art,  leaving 
to  academics  the  stickier  authenticity 
debates  over  older  works. 

Museum  curators  can  also  make 
excellent  and  inexpensive  advisers. 
What's  in  it  for  them?  By  advising  art 
lovers  on  their  purchases,  the  hope  is 
that  the  collectors  will  donate  their 
works  to  the  museum.  For  instance, 
about  90%  of  the  art  at  the  Metropoli- 
tan Museum  was  donated.  Get  ac- 
quainted with  the  curator  of  your 
local  museum,  especially  in  smaller 
cities. 

Curators  and  directors  may  even 
take  you  shopping.  For  example, 
John  Lane,  director  of  the  San  Fran- 
cisco Museum  of  Modern  Art,  has 
taken  the  likes  of  Peter  Haas  of  Levi 
Strauss  &  Co.  and  discount  broker 
Charles  R.  Schwab  art  shopping. 
Works  they  paid  for  now  alternate 
between  the  museum  and  the  owners' 
homes.  There's  an  interesting  tax  an- 
gle here:  A  fractional  gift  allows  you  to 
keep  the  painting  part  of  the  year, 
based  on  how  much  of  it  you  own. 

You  can  find  curators'  names,  num- 
bers and  specialties  in  the  Official 
Museum  Directory  (Reed  Reference 
Publishing,  800-521-8110)  available 
at  libraries,  or  for  $200. 

Both  Sotheby's  (212-606-7415) 
and  Christie's  (212-546-5824)  also 
offer  general  advisory  services  at  no 
charge.  Just  call  and  tell  them  w  hat 
kind  of  art  or  antiques  grabs  you. 
Citibank  At  Advisory  (212-559- 
9474)  provides  art  advice  (and  it 
w  ants  to  lend  you  money  against  your 
art).  And  it  will  also  pack,  ship,  frame 
and  hang  your  artwork.  M 


By  Robert  La  Franco 

Six  hundred  pairs  of  eyes  were  fixed 
on  Steve  Wynne,  a  50-year-old  mo- 
torcycle design  engineer.  At  stake  was 
a  1978  Formula  I  Ducati  racing  bike, 
which  was  being  auctioned  at  the 
Petersen  Automotive  Museum  in  Los 
Angeles  in  March. 

Wynne's  adversary  was  Lawrence 
Auriana,  52,  chairman  of  the  Kauf- 
mann  Funds,  who  had  just  phoned  in 
his  bid  of  $105,000.  Auriana  wanted 
the  bike  as  a  showpiece  for  his  bud- 
ding vintage  motorcycle  collection  in 
Greenwich,  Conn. 

Wynne,  bald  and  sporting  a  goatee, 
had  the  crowd  behind  him.  Knowl- 
edgeable fans  knew  that  Wynne  him- 
self had  designed  that  Ducati  18  years 
before  and  wanted  to  bring  it  back 
home  to  Lyme  Handley,  Fmgland. 
Not  to  show,  but  to  ride  once  again. 

Wynne  had  sold  the  Ducati  after 


racer  Mike  Hailwood  rode  it  in  the 
1978  Grand  Prix  on  the  Isle  of  Man 
and  won.  The  Ducati  fetched 
$10,000. 

The  bike  had  history,  and  in  this 
hot  market,  history  will  cost  you. 

Wynne  lowered  his  eyes,  unable  to 
bid  any  higher.  The  fans  shook  their 
heads  as  Auriana's  bid  was  accepted. 
Wynne  couldn't  hide  his  disappoint- 
ment. "These  bikes  are  meant  to  be 
ridden,"  he  said.  "I  believe  in  them 
being  used." 

Auriana  doesn't  ride  motorcvcles 
anymore.  "These  bikes  are  an  invest- 
ment in  esthetics,"  he  said,  adding:  "I 
do  expect  the  bikes  we  bought  to 
appreciate  over  time." 

On  one  side  we  have  the  nostalgia 
crowd,  looking  to  keep  alive  and  on 
the  road  the  old  bikes  of  their  youth. 
On  the  other  side,  investor/col lec- 


Easy-chair 
riders 


Cyclers  are  a  gregarious 
lot.  There  are  many  gather- 
ings, races  and  events  for 
collectors  of  older  motor- 
cycles. There  is  also  a 
growing  number  of 
museums. 

For  openers,  here  are 
three  clubs,  four  publica- 
tions and  a  Website  worth 
consulting. 

American  Motorcycle 
Association  Heritage 
Foundation.  Preserving 
the  history  of  vintage  bikes. 
Contact:  Jim  Rogers, 
614-891-2425. 

American  Historic 
Racing  Motorcycle  Associ- 
ation. Encouraging  vin- 
tage bike  restoration  and 
racing  in  historically  rep- 
licated environments.  Con- 
tact: Jeff  Smith,  715- 
842-9699;  Website: 


http:  / /www.ahrma. 
org/ahrma. 

Antique  Motorcycle 
Club  of  America.  Display- 
ing and  judging  bikes 
over  35  years  old.  Contact: 
Bob  McClean,  319-359- 
1545. 

Old  Bike  Journal,  203- 
425-8777;  E-mail 
address:  76710,1103 
©Compuserve. com. 

Walneck 's  Classic  Cy- 
cle-Trader, 708-985-4995; 
Website:  http://www. 
walnecks.com. 

Classic  Bike  and  TIjc 
Classic  Motorcycle.  Contact: 
U.S.  representative,  Lee 
Cowie,  314-488-3113. 

The  Swapmeet,  a  Web- 
site for  vintage  car 
and  bike  enthusiasts, 
http://www.mm.com. 
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Lawrence  Auriana  with  1956  MV  Agusta  500  (left)  and  1978  Formula  I  Ducati  racer 

The  chairman  of  the  Kauf mann  Funds  bid  $105,000  for  the  Ducati,  now  part  of  his  vintage  bike  collection. 


ell  tors,  looking  to  add  glory  to  a  collec- 
II  tion  and  possibly  to  make  a  buck. 

Ten  years  ago  few  buyers  of  either 
I  stripe  would  have  been  interested  in 
I  the  100  bikes  that  the  Rick  Cole 
I  Auction  Co.  was  brokering  at  the 
I  auction.  Not  today. 

"When  we  got  the  word  out  about 
this  auction,  we  were  getting  calls 
I;  from  all  over  the  world,"  says  Rick 
M  Cole,  the  auctioneer  whose  specialty 
I;  is  vintage  automobiles.  "I  quickly  re- 
i  alized  there  was  immense  global  in- 
terest in  this." 

As  a  collector/speculator  Auriana 
is  well  ahead  of  the  crowd.  So  far, 
most  of  the  interest  is  coming  from 
i  middle-aged  riders  who  want  to  keep 
the  bikes  running.  What's  the  point  of 
owning  a  Norton  Manx  40M  if  you 
can't  open  it  up  on  a  country  road  on  a 
I  beautiful  Sunday  afternoon?  Owners 
!  of  even  very  old  racing  bikes  insist 
|  upon  racing  them  at  vintage  tourna- 
ments. "The  whole  idea  is  to  enjoy 
yourself,"  says  Dave  Hansen,  48, 
owner  of  the  Shop,  a  used-motorcycle 
dealership  in  Ventura,  Calif.  Hansen 
still  races  his  1939  Indian  Scout.  "I'd 
rather  race  and  blow  something  up 
than  have  it  sitting  pretty  to  look  at 


my  whole  life." 

Jim  Feuling,  a  51 -year-old  engine 
designer  and  vintage  car  and  bike 
collector,  waxes  poetic  about  old 
bikes:  "They  are  the  essence  of  mo- 
toring. Any  of  these  engines,  when 
they're  running,  has  a  harmony.  It's 
mathematics  and  Bach  or  Beethoven. 
It's  quite  visceral." 

For  many  riders,  the  truest  harmo- 
ny  comes  from  the  Harley  V-Twin 
engine.  Many  Harley  owners  are  be- 
coming vintage  collectors/riders.  "If 
I'm  going  to  take  my  sweetie  for  a 
ride,  I'll  take  my  Harley;  but  if  I  want 
to  go  out  just  for  the  guttural  feel  of 
motorcycling,  I'll  hop  on  a  single," 
says  Feuling  of  the  13  single-cylinder 
cycles  he  picked  up  at  the  auction. 

Most  old  machines — aside  from 
the  Ducatis  and  other  originals  with 
provenance — are  still  reasonably 
priced.  Feuling  picked  up  a  1948  AJS 
7R  for  just  $7\000.  Two  1930s  Nor- 
ton racers  sold  for  less  than  $10,000 
apiece.  A  1930  Scott  Flying  Squirrel 
and  a  1928  Super  Squirrel  sold  for  just 
$5,000  each.  Even  a  rare,  1955  sin- 
gle-cylinder Matchless  G-50  racer 
fetched  only  $36,000  (purchased  via 
phone  by  publisher  Otis  Chandler,  a 


longtime  rider  and  collector). 

Compare  those  prices  with  a  new 
Harley,  which  starts  at  around 
$15,000  and  can  easily  run  another 
$5,000  for  customizing. 

"Unlike  vintage  cars,  you  can  de- 
velop a  really  nice  collection  of  motor- 
cycles for  very  little  money,"  says 
Robert  Arnott,  president  of  First 
Quadrant,  an  investment  manage- 
ment firm  in  Pasadena,  Calif.  "And 
you  don't  need  an  airplane  hangar  to 
store  them." 

If  you  want  one  or  two,  here  are 
some  things  to  keep  in  mind: 

Unless  they  run  well,  leave  the  real- 
ly old  bikes — prewar  models — to  the 
curators  and  avid  mechanics.  Vintage 
parts  can  be  hard  to  find  or  expensive 
to  have  custom -machined.  The  same 
goes  for  accessories  such  as  taillights, 
air  cleaners  and  badges. 

There  are  plenty  of  bikes  around 
from  the  postwar  era  through  the 
1960s,  so  the  prices  are  still  fairly  low. 
An  Ohio  collector  is  selling  a  1968 
BMW  R50  for  just  $4,900,  while  a 
Massachusetts  collector  is  looking  to 
unload  a  1948  Harley  for  $6,500. 

See  the  box  opposite  for  sources  of 
more  information.  ■ 
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Receive  Value  Line 
for  only  $^$55 

An  Introductory  subscription  to  The  Value  Line  Investment  Survey 

brings  you  the  2000-page  Investors  Reference  Library — Value  Line  s  most  recent 
Ratings  and  Reports  on  1700  stocks  and  Ihc  practical  guide  How  to  Invest  in 
Common  Stocks.  You  will  also  receive  analyses  of  about  130  stocks  each  week  for  10 
weeks  for$9QT$55.  Available  only  once  every  three  years  to  any  household. 
SPECIAL  BONUS:  With  your  subscription  you  also  will  receive  a  copy  of 
WALL  STREET  WORDS,  an  accessible  dictionary  of  over  3.500  terms  (retail  price 
$8  95).  In  addition  to  clear  definitions,  this  convenient  guide  features  special 
explanations,  helpful  hints,  and  case  histories  on  87  topics  of  special  Interest, 
contributed  by  32  Industry  professionals — plus  48  case-example  paragraphs  by 
the  author.  (Available  while  supplies  last.JYour  subscription  to  Value  Line 
may  be  lax-deductlblc.  Consult  your  tax  advisor.  Send  check  or  money 
order  along  with  name,  address  and  zip  code  together  with  this  ad  or: 


\ 


Call  Toil-Free  1-800-833-0046 

.  (Ext  2903-Dept  916B03)  American  Express,  MasterCard  or  Visa.  24  hours  a  day,  7  days 
j|w  a  week.  H  you  are  not  completely  satisfied  return  all  materials  in  good  condition  within  30  Mi 
\days  from  the  start  of  your  subscription  for  a  full  refund  of  your  fee  Allow  4  week  1 
X     delivery  NY  residents  add  sales  lax  Foreign  rales  upon  request  / 


.The  Value  Line  Investment  Survey* 

plfe..     PO  Box  3988  New  York.  ^0 
^--^NY  1000K-:W8K 


$80  For  Two  Aspirin? 


Over  90%  of  all  hospital, 
medical  and  health  insurance 
company  bills  contain  substan- 
tial mistakes.  Recover  over- 
charges for  patients  and  make 
half  as  your  fee.  Clients  are 
everywhere.  Make  a  substantial 
doctor's  income  in  the  perfect 
home  based  business.  Affiliates 
being  established  nationwide. 
$10,000  investment  required. 
Call  Medical  Recovery  Service, 
Inc.,  for  full  information. 
(800)  700-7089  or  (702)  471-1 280. 


MODERATE  TRADER 

Monthly  newsletter  for  stock 
traders  who  do  less  than  three 
trades  per  year.  For  a  sample  copy 
send  $3  check  or  money  order  to: 
Evergreen  Publishing,  Inc. 

5350  N.  Lincoln  Ave 

Box  124-F12 
Chicago.  IL  60625 


INCORPORATE 

IN  ANY  STATE  BY  PHONE  OR  FAX 

Specializing  in  Delaware  Corporations  &  LLC's. 


*25 


plus 

state  fees 


,  800-318-7407 

FAX  502-S52-676O 

http://www.corpco.corn 


OFFSHORE 


TAKE  YOUR  BUSINESS  OFFSHORE 
FOR  THE  BEST  ASSET 
PROTECTION  AND  PRIVACY 

Companies  -  Bahamas,  BVI.  Cayman 
Trusts  -  Bank  &  Securities  AccLs 
CreditCards  -  Address  &  Phone  Service 

(800)551-9105  JL^ersalt3| 

 http://www.ifu.net/ucs 


EXECUTIVE 
CONSULTING 


$100,000+  INCOME  POTENTIAL 


Lucrative  opportunity  offering  two 
unique,  "bottom-line"  consulting 
services  to  a  broad  spectrum  of 
companies.  Ranked  by  Money 
magazine  among  the  top  10  home 
businesses  with  best  growth  and 
highest  income  potential.  Training 
and  support  provided  by  affiliate 
of  a  30- year-old  CPA  firm.  If  you 
have  natural  business  acumen,  a 
strong  desire  for  personal  and  fi- 
nancial independence,  and  about 
$1.3K  start-up  capital,  call  for 
details  with  NO  OBLIGATION. 

800-660-0330 

Mon-Fri 
9am-5:30pm,  CDT 


SI8K 


Build  a  successful  business 

using  your  computer!  We  do 
it  and  will  show  you  how. 
Patented  process,  no  nonsense 
proven  program,  high  profits, 
$7k  investment;  800-605-3744 


FIND  TOP 
FUNDS  FAST 


Morningstar  Mutual  Funds 
3-month  trial  subscription 


It's  all  the  fund  research  you  cvmttl 
want,  from  the  industry's  leading  inde- 
pendent source.  You'll  get  a  complete 
hinder — 1,500  single-page  fund 
reports... each  with  up  to  500  statistics 
per  report,  analyst  evaluations,  our  well- 
known  risk-adjusted  star  ratings,  and 
more.  Plus,  you'll  receive  updates  every 
two  weeks.  Full  year  (26  issues):  $425. 

800-735-0700 

Please  mention  code  -AFB-MB-6F. 

HoL  7  30am  7f^Mon  fht, ,  7  30o 
Fn  ,  94  Sot..  CST 


Judgement-Proof  Assets! 


Our  financial  solutions  protect  assets 
from  the  many  perils  of  wealth,  from  the 
irs  to  lawsuits  to  greedy  relatives!  Find 
out  how.  Call  us  today  at  1  -801  -266-311 7 


ill, 


>tt  6  Associates 


Franchise 

your  business! 

For  the  expert  help  you  need  to 
become  a  franchisor,  call: 

1-800-877-1103 

f  rcincorp  ■ 

Speciabsts  m  Franchise  Development  FB 
Nt»  fafc*CNtago*lfiS Angdesahdptes  R  •  Me»teQ:y«BuerojAm 


SPEAK  &  GROW  RICH 

Int'l  seminar  company  offering  a 
proven  opportunity.  Products 
endorsed  by  major  corporations. 
Complete  training  and  support. 
Unlimited  potential. 

(905)  678-7088 


INCORPORATE  IN  DELAWARE! 


Specialists  in  setting  up  Delaware 
Corporations.  General.  Aircraft. 
Boat  &  Shelf  Corporations. 
DdaWtlK  Call/ Write  tor  FREE  KIT: 

Mffettsfrv     P0 Box  484'FB 

|\'X>)^   y-  Wilmington.  DE  19899 
IS  L>til  800-321 -CORP- 302-652-6532 


Acres  &  Pricks 

650  Live  Crk.  Junction   $599 

KW3  Rki  Grande  R  .  STX  $449, 

123')  Wmill  well,  elec.  deer  $299 

2f)nK  Lodges,  well.  j:ame  $239 

2417  Wmill,  well,  gamey   $149 

2931  Muledeer,  Presidio   $69ff 

3121  Nueces  R.,  gamey  $349 

3187  Muledeer.  Presidio  $69/S 

3797  Muledeer.  4  wells  $139 

61  IS  Muledeer.  Presidio   $49/i 

Ed  White  Rf.alty  8<H)-683-L*ni> 


IN\  KSTMKNT  GEMSTONES 
Gl  ARANTEED  LIQUIDITY!: 
We  buy  &  sell  Diamonds 
and  all  Precious  (veinstones. 
Free  w  holesale  catalog  since  1967! 
Member:  Jewelers  Board  nj 
T rade  A  C  'tiamber  of  C  'ommerce. 

HOUSE  OF  ONYX 
I  Main  St..  Greenville.  KY  42345 
1-800-844-3100  or  FAX  502-338-960'! 


1  ! 

Approved  Self  Paced  Home  Study 
Associate  Bachelors  Masters  Docto 

Emphasis  in:  Business  Admin,  Public  Adr 
Health  Care  Admin,  Human  Resources 
Finance,  International  Business,  Tech  Mc 
Law,  Paralegal,  Psychology.  Call  tor  broch 
(800)  477-2254  (24  hrs) 
Southern  California  University 
for  Professional  Studies 
1840  E.  17  St- F,  Santa  Ana,  CA  9270! 


FREE  VIDEO 


W3SH 

I  BACHELOR  •  MASTER  •  DOCTOR/I 

I  •Management  •Education  •Mediation 
I  •Engineering    •Computer  Science        •Holistic  Caj 
I  •Theology       •Chemical  Dependency  •Paralegal 
I  »Law  •Hotel  &  Restaurant       •  Grad  Tc 


La  Salle 


800)955-887! 


UniversityMandeviiie  la  7047040I 


DOWNLOAD 
ASIA  INTO 
YOUR  PC. 


THE  ASIA  7500 


ASIA'S  7500 
Largest  Companies 

NOW  ON  DISK! 

Buy  now  at  50%  savings! 
Charter  introixjctory  pric( 
only  $750.00  Plus  a  free 
one-year  subscription  to 
New  Asia  Review 
quarterly  journal. 

CALL  or  FAX 
(203)  222-9734 
FOR  DETAILS 
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i 


Forbes 

4PITALISY  TOOL" 


•Reach    the  Affluent* 


IForbes 


tClassified 


mam 


EXECUTIVE  GIFTS 


'STHHTLY  EXTEND  YOUR  PHONE  LINE  UP  TO  60  MILES 

1  h  the  SR-20  Long  Range  Wireless  Telephone  System  from  Phone  Masters. 

For  Nore  Info  Call:  WiUll 

Fax:310  289-0791  JIU  LUJ  UldJ 

CD  Phone  Masters 

1022  S.  La  Cienega  Blvd.  •  Los  Angeles.  CA  90035  USA 

,  *3itnect  your  existing  line  lo  a  remote  location  lor 
■superior  phone,  lax.  and  data  communication. 

EXECUTIVE  GIFTS 

COMPUTER  PERIPHERALS 

ack  pain? 


Based  on  the  Alexander 
nique.  PosturEvolution  is  not 
simply  a  seating  device,  it's 

ong-term  approach 
to  back  care. 

ur  seat  support  guides  you 

into  sitting  properly, 
vnd  good  posture  can  lead 
immediate  comfort  and  to 

lasting  relief. 


•  iQ  pages  of 

•'.a!  'I  usungs  &  Photos. 

KVJ  Charter  Aircraft  with  pntes. 
m  0  operators  listings  with 
b j  JSincss  profiles,  contacts  and  more. 
Is  i  cutivc  Aiaralt  /  Air  Ambulance 
a  ;  Demand  freight 

Most  Complete  Directory 
I  its  Kind  in  the  World! 

UcJay  (617)547-5811 

*  I  ll.  Attaint  S  (. anthnu^:.  MA  021 58 
'I  :617)  HhB-5135 


Trouble  Connecting 
Your  Modem  ? 


•  Digital  PBXs 

•  Foreign  Phone  Jacks 

•  Pay  Phones 

•  Hard  Wired  Phones 

V* 


TeleAdapt  *Jg«- 
has  the  v% 
solution 


http:/Avww.  teleadapt.  com 

Call  1  408  370  51 05 
Fax  1  408  370  5110 


ADVERTISING  SPECIALTIES 


Find  over 
« ooo  products 

on  the 
World  Mde 
\j\leb. 


Enter  to  win 
1,000  in  FREE 
ad  specialties, 
too! 


PROMOMART 

http://www.promomart.com/fr 


|  "| 

i  Franchising. 

I  Franchise  your  business  for  growth 
I  and  success.  Call  Franchise 
|  Developments,  Inc.,  the  nation's  most  | 
■  experienced  franchise  consulting  firm  ( 
1^412)  687-8484  or  800-576-5115  p  q  | 


EXECUTIVE  GIFTS 


•  16"  lo  72  model*  ore  hand 
crofted  (com  iol»d  trKj+wgorty  with 
hondpomted  nxjHnngs  and  detoii* 

•  Of  160  modek  in  s'ock 

•  Pr«ed  from  S99  SO 

•  Satisfaction  guaranteed 

Col  1-800  950  9944 


I  U  It  If 


WMUVSUUINGMMaS 
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End  Roof  ing  Worries 


RUSTIC  SHINGLE 

Wood  Shake  Beauty 
Lifetime  Warranty 
Maintenance  Free 

Fire  Safe 
Proven  Since  1959 

PO  Box  701,  Dept  F,  Piqua.  OH  45356 


1-800-543-8938 


Securities  Exam  Preparation  Inc. 

Offering  All  NASD  Study  Programs  Since  1972 

Registered  Investment  Advisor 
Commodity  Trading  Advisor 

Study  Texts-Computer  Courses 
Professional  Finance  Texts 


1 -800-648-7277  or  (406)  678-4224  FAX 


BUSINESS  FOR  SALE 


rFOR  SALE  BY  OWNER 

DNVENIENCE  STORES  •  RESTAURANTS  • 
JRSEHIES*  NURSING  HOMES  •  PERSON 
4UTO  SEHV  •  MFG   •  WHSLE   DISTR    •  FLORISTS  ■ 
MISC     RETAIL  •  TRANSPORTATION 
S  E  &  MIO  ATLANTIC  ONLY  • 
FROM  S'jOM-  SOME  WITH  TERMS  • 
NO  FEES  TO  BUYERS 

WORLDWIDE 
.  1  800  240  7355 


SALVADOR  DALI 


"Drawers  of  Memory" 

1 964  Original  Lithograph 
Pencil  Signed  by  Salvador  Dali 

Collect  Rare,  Authentic. 
Dali  Limited  Editions  From  The 
#1  Source  of  Dali  (iraphics 

SILVERSTATE  FINE  ART 

FREE  CATALOG 
1-800-999-DALI  (3254) 


Ultimately  Luxurious 

11 


Choose  an 
"elevette" 
residential 
elevator  as  the 
ultimate  feature 
for  your  home,  or 
as  the  ultimate 
convenience  for  a 
loved  one  who 
shouldn't  use 
stairs. 


For  free  literature,  contact: 

INCLINATOR 


COMPANY    OF   I  I  AMERICA 


Dept.  7 
P0  Box  1557 
Harrisburg,  PA  17105-1557 
Phone  717-234-8065 
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Full  Upright  Position, Inc. 

modern  furniture 


[$2600] 

to  order- 

1.800. 431.5134. 

Since  1956 ...  coll  for 

The  chair  for  comfort,  luxury  and  prettig*.        free  cotaloo 
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To  spotlight  your  specialty  product  or  service  to  an  affluent  proven  responsive  executive  audience: 
CALL  OR  FAX  LINDA  LOREN  (212)  620-2440  or  FAX  (212)  620-2472,  e-mail:  lloren@forbes.com 


com 

The  TV  series  that  features  the 
Internet's  top  Web  Sites 


Amway  Corporation 

www.  amway .  com 

BigYellow 

www.bigyellow:  com 

Carlson  Wagonlit  Travel 

www.travel.  carlson.  com 

Digital  Insight 

www.digmsite.com 

Grayfire 

www.grayfire.com 

Kingston  Technology  Corporation 

www.kmgston.com 


Microcom 

www .  microcom .  com 

Nations  Bank 

www .  nationsBank.  com 

PSInet-Pipeline 

www.usa.pipeime.com 

SAP  America 

www.sap.com 

Sourcecom  Corporation 

www.sourcecom.com 

South  California  Edison 

www.edisonx.com 


Strong  Funds 

www.  strong-funds .  com 

TIAA-CREF 

www.tiaa-cref.org 

Unisys  Corporation 

www.unisys .  com 

US  Robotics 

www.usr.com 

Yamaha  Corporation  of  Amer 

www.yamaha.com 

Zurich  Direct 

www.zdirect.com 


CyberOne 

Site  Development  and  Marketing  Solutions 


Seen  weekly  on: 
CNBC  -  Sunday  @  3:00  PM  EST 
Bravo  Network  -  Monday  @  8:00  AM  EST/P£ 
.com  is  paid  for  and  sponsored  by  CyberOne 


n  formation: 


http://www.cyberone.com  •  1.800.31  1.80 


EDITED  BY  DERO  A.  SAUNDERS 


"The  more  things  change  . . ." 
70  years  ago  in  Forbes 

(From  the  issue  of  Junk  1 ,  1926) 
"The  U.S.  has  been  preeminent  in 
oil.  In  production  and  development 
of  its  various  by-products  it  has  far 
outstripped  all  other  nations.  Its 
dominance  is  secure  for  many  years 
but,  apparently,  it  has  reached  the 
limit  of  its  power  in  production  and, 
gradually,  must  draw  more  and  more 
from  other  quarters  of  the  globe  for 
supplies.,, 


Forbes  writer  (extreme  right)  on 
location  doing  Venezuelan  oil  story. 


"What  are  the  possible  roads  that 
lead  to  higher  executive  positions? 
They  are  ( 1 )  the  production  or  fac- 
tory road,  (2)  the  banking  or  finan- 
cial road,  (3)  the  accounting  or  cleri- 
cal road,  (4)  the  engineering  or  tech- 
nical road,  (5)  the  sales  road. 

Unquestionably  the  road  having 
the  fewest  turnings,  the  most  strategic 
position,  and  the  fastest  roadbed  is  the 
tales  road" 

160  years  ago 

IFrom  the  issue  of  June  1 ,  1936) 
I'First  place  among  more  than  100 
rompanies  competing  for  the  Forbes 
Modernization  Cup  and  money 
prizes  has  been  won  by  an  office 
Ippliance    company,  International 


Business  Machines.  This  industry, 
among  the  most  alert  in  the  whole 
land,  has  been  in  the  vanguard  of 
returning  prosperity. " 

"In  and  around  Pittsburgh,  Pa.,  a 
chain  of  self-service  grocery  stores  is 
springing  up  that  brings  a  startling 
new  idea  to  the  business:  Customers 
take  their  purchases  from  place  to 
place  in  the  stores  in  little  carts  which 
look  like  baby  carriages.'" 

50  years  ago 

(From  the  issue  of  June  1,  1946) 
"One  master  sales  manager  more 
than  a  year  ago  declared:  'When  the 
war  ends,  everybody  is  cocksure  there 
will  be  long  queues  of  customers  clam- 
oring for  products.  There  will  be.  But 
in  front  of  whose  doors  will  they  be 
clamoring — yours  or  competitors?1  " 

"Two-way  radio  telephone  service  is 
in  the  offing  for  the  average  motorist. 
With  the  granting  of  the  first  license 
to  operate  mobile  radio-telephone 
service,  car  drivers  will  begin  to  enjoy 
the  advantage  police  and  military  ve- 
hicles have:  two-way  conversations 
while  driving  along  the  highway." 

"Five-cent  air  mail  postage  rate  will 
be  in  effect  by  fall.  Post  Office  Dept. 
also  plans  faster  service,  one-day  de- 
livery between  most  cities.'" 

25  years  ago 

(From  the  issue  of  June  1 ,  1971 ) 
"The  recession  hasn't  affected  busi- 
ness at  Honolulu  airport's  duty-free 
shop.  According  to  Governor  John  A. 
Burns,  the  lease  on  the  shop  four  years 
ago  called  for  $200,000  a  year  in  rent. 
But  when  the  lease  came  up  for  renew- 
al this  year,  the  winning  bid  was  $6.9 
million  annually  on  a  ten-year  lease. 
This,  despite  the  fact  that  only  those 
travelers  bound  for  other  countries 
may  make  purchases  in  the  shop." 


"Comsat  has  now  moved  out  of  the 
Little  League.  As  it  has  placed  more 
sophisticated  communications  satel- 
lites in  orbit  around  the  world,  it  has 
also  started  to  generate  real  earnings. 
Last  year  overseas  telephone  calls  in- 
creased 45%.  Comsat's  revenues 
whirled  upwards  by  48%  to  $69  mil- 
lion. Earnings  jumped  from  71  cents 
to  $  1 .75  a  share,  and  Comsat  declared 
its  first  dividend." 

10  years  ago 

(From  the  issue  of  June  2, 1986) 
"Annually,  we  publish  a  directory 
showing  how  much  chief  executives 
earn  in  major  corporations.  Even'  fall 
Forbes  compiles  a  list  of  the  400 
richest  Americans.  Did  you  ever  won- 
der why  there  is  so  little  overlap  be- 
tween the  two  categories,  ckos  and 
superrich?  Among  the  400  wealthiest 
people  in  the  U.$.  only  a  small  frac- 
tion ever  served  as  chief  executives  of 
major  corporations.  Almost  none 
were  hired  hands,  career  executives 
running  companies  founded  by  oth- 
ers. Earning  a  salary,  even  a  fat  salary, 
is  not  the  road  to  riches." 


Canada's  Garth  Drabinsky,  driving  to 
become  world's  largest  movie  exhibitor. 


"With  475  screens  in  Canada  and 
665  in  the  U.S.,  Cineplex  Odeon  has 
rapidly  become  one  of  the  largest,  and 
most  profitable,  North  American 
movie  circuits.  The  man  behind  it  is 
Garth  Drabinsky." 


Britain's 

Queen  Mary  chal- 
lenged France's 
Normandie  in 
1936  as  the  North 
Atlantic's  larg- 
est, fastest. 


"Anyone  who  imagines  that  Ll.S. 
labor  unions  have  cleaned  up  their  act 
after  the  scandals  that  rocked  the 
Central  States  Teamsters  Pension 
Fund  a  decade  ago  had  better  think 
again.  Nearly  $170  billion  in  employ- 
er contributions  now  flows  into  pen- 
sion, health  and  other  benefit  funds 
every  year,  and  opportunities  for  rip- 
offs  on  a  grand  scale  are  growing."  ■■ 
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When  you  cease  to  dream 
you  cease  to  live. 

Investor:  One  who  bought 
stocks  that  went  up. 

Speculator:  One  who  bought 
stocks  that  went  down. 

Astrology  isn't  something 
Vm  into,  but  while  await- 
ing [my  ill-fated]  trans- 
Atlantic  balloon  attempt, 
the  Los  Angeles  Times  Jan. 
1975  column  on  the  subject 
under  my  sign,  Leo,  advised: 
"Find  easier  and  faster 
forms  of  transportation." 

Pleasure  is  more  in  contem- 
plation than  in  realization. 

Meanness  demeans  the 
demeaner  far  more  than 
the  demeaned. 

-Malcolm  Forbes 


I, 


A  Text  .  .  . 

Be  not  thou  afraid 
when  one  is  made 
rich,  when  the  glory 
of  his  house  is 
increased;  for  when  he 
dieth  he  shall  carry 
nothing  away:  his 
glory  shall  not 
descend  after  him. 
-Psalms  49:16-17 


Sent  in  by  Joel  S.  Dunn, 

Deer  Park,  N.Y. 

What's  your  favorite  text? 

The  Forbes  Scrapbook 

of  Thoughts  on  the  Business 

of  Life  is  presented  to  senders 

of  texts  used. 


If  ye  love  wealth  greater 
than  liberty,  the  tranquility 
of  servitude  greater 
than  the  animating  contest 
for  freedom,  go  home  from 
us  in  peace.  Crouch  down 
and  lick  the  hand  that  feeds 
you,  and  may  posterity 
forget  that  ye  were  once 
our  countrymen. 
-Samuel  Adams  (to  Tories) 

If  you  can't  imitate  him, 
don't  copy  him. 
-Yogi  Berra 

The  best  thing  about  the 
future  is  that  it  comes  only 
one  day  at  a  time. 

-Abraham  Lincoln 

The  best  liar  is  he  who  makes 
the  smallest  amount  of  lying 
go  the  longest  way. 
-Samuel  Butler 


Baseball  may  be  the 

nation's  game 
With  throw  and  run  and  hit; 
But  first  among  the  skills, 

it  seems, 
Is  learning  how  to  spit. 
-Art  Buck 

Reputations  are  longer  in 
the  making  than  the  losing. 

-Paul  von  Ringelheim 

Ego  trip:  a  journey  to  nowhere. 

-Robert  Half 

More  than  9,000  "Thoughts,"  indexed  by  author  and 
subject,  are  available  in  a  three-volume  boxed  set  at 
$69.50.  A  one-volume  selection  is  available  for  $27.50. 

NEW!  The  "Thoughts"  Screen  Saver  Collection  of 
over  2,000  quotes  is  now  available  for  only  $19.95, 
for  Windows  3'h"  disk.  Send  order  with  payment  to 
Forbes  Books,  P.O.  Box  11234,  Des  Moines,  IA 
50340.  Please  add  sales  tax  on  orders  in  New  York 
State  and  other  states  where  applicable.  Or  call 
1-800-234-4553  and  charge  to  your  credit  card. 


Loss  of  time  through  socia- 
bility, idle  talk,  luxury, 
even  more  sleep  than  is  neces- 
sary for  health,  six  to  at 
most  eight  hours,  is  worthy 
of  absolute  moral  condemnation. 
-Max  Weber 

Every  increased  possession 
loads  us  with  new  weariness. 

-John  Ruskin 

Our  ego  is  our  silent 
partner — too  often  with 
a  controlling  interest. 

-Cullen  Hightower 

I  should  say  that  [the  Chi- 
nese], in  the  main,  aim  at 
enjoyment,  while  we,  in  the 
main,  aim  at  power.  We  like 
power  over  our  fellow  men, 
and  we  like  power  over  Nature. 
-Bertrand  Russell 

Anger  is  a  short  madness. 

-Horace 

There  is  only  one  way  to 
happiness,  and  that  is 
cease  worrying  about  things 
which  are  beyond  the  power 
of  our  will. 
-Epictetus 

Wine  makes  a  man  more  pleased 
with  himself;  I  do  not  say 
that  it  makes  him  more 
pleasing  to  others. 

-Samuel  Iohnson 

Fame  always  brings  loneliness. 
Success  is  as  ice  cold 
and  lonely  as  the  North  Pole. 

-Vicky  Baum 

I  have  no  pleasure  in  any 
man  who  despises  music.  It 
is  no  invention  of  ours: 
It  is  a  gift  of  God. 
-Martin  Luther 

A  man's  worth  is  what  he  is  dividec 
by  what  he  thinks  he  is. 

-Eric  Hoffer 
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SO  PAMPERING.  YOU  ALMOST 
EXPECT  TO  FIND  A  MINT  ON  THE  HEADREST. 


Many  consider  Avalon  to  be  a  five-star  resort  on  four  wheels. 


Simply  relax  into  its  optional  butter-soft,  leather-trimmed 


seats.  And  experience  the  tranquility  that  comes  with  being  surrounded  in  such  ergonomic 
opulence.  This  hushed  interior  allows  you  to  put  the  world  on  hold,  while  Avalon's 
192-horsepower  V6  answers  the  call  of  the  highway.  It  is  Toyota's  American-built  flagship. 
And  with  its  available  six-passenger  seating,  it  is  so  spacious,  yet  so  comfortable,  one  could 


travel  hundreds  of  miles  without  ever  moving  an  inch.      (^^)  TOYOTA  AVALON 

I  love  what  you  do  for  me 


Call  1-800-G0-T0Y0TA  or  visit  our  Web  Site  at:  http://www.toyota.com  for  a  brochure  and  location  of  your  nearest  dealer. 

1995  Toyota  Motor  Sales.  USA,  Inc.  Buckle  Up1  Do  it  for  those  who  love  you 
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YOU  CAN'T 
SHRINK 


to  greatness. 


Treat  downsizing  as  an  end  in  itself  and  it  probably 
will  be.  Aside  from  the  negative  effect  it  has  on  company 
morale,  recent  research  has  shown  that,  over  the  long  term, 
most  companies  who  downsize  to  increase  shareholder 
value  are  unsuccessful  in  their  quest. 

At  Mercer  Management  Consulting,  we  believe  in  a  very 
different  kind  of  strategy.  It's  called  growth.  Call  us  radical, 
but  the  plain  fact  is  that  shrinking  without  a  plan  for 
growth  is  like  training  hard  and  never  running  the  race. 
Growth  generates  positive  momentum  and  creates  a 
renewed  sense  of  purpose. 


BOSTON   CHICAGO   HONGKONG  LONDON   MADRID   MONTREAL  MUNICH 


Mercer  is  dedicated  to  helping  companies  create  and 
implement  realistic  strategies  for  profitable  growth.  An 
approach  which  is  not  only  much  more  motivational  than 
shrinking,  but  is  also  proven  to  offer  the  highest  leverage  in 
creating  shareholder  value.  To  receive  Mercer's  commentary, 
Pathways  to  Growth,  or  to  see  the  proof,  call  Rob  Duboff, 
Director,  at  (617)  674-3355. 

MERCER 

Management  Consulting 

BASED  ON  REALITY. 

NEW  YORK  PARIS  SAN  FRANCISCO  TORONTO  WASHINGTON  D  C  ZURICH 


©  1996  Mercer  Management  Consulting 


No  Rimiture  company  in  tne 
md^s  more  concerned  about 
heaJm  and  safety  than  we  are. 
(Oh,  watch  out  you 
don't  get  a  paper  cut.) 


Let's  face  it,  in  the  majority  of  cases,  computers  and  people 
and  furniture  dont  work  that  well  together.  We  cram  all  of  this 
new,  cutting-edge  equipment 
into  our  tired,  outdated  work- 
spaces and,  voild,  workers'  compensation 
suits  start  sprouting  up  like  weeds  all 

across  corporate  America.  What  the  business  world  needs  are 
healthier  offices  for  our  coworkers.  Smart,  economically 
designed  furniture  and  workspaces  that  can  adapt 
to  new  technologies  and  help  keep  your  people 
comfortable,  safe  and  productive.  And  nobody 
knows  more  about  how  to  do  it  than  Steelcase 


and  its  dealers.  To  find  out  more,  visit  our 
Web  site,  http://www.steelcase.com.  Or  for 


additional  information,  you  can  just  give 


us  a  call  toll-free  at 


1-800-777-0330,  ext.  201.    A  smarter  way  to  work'; 


'Source:  Morningstar.  Data  as  of  3/3 1/96  and  includes  all  equity  and  bond  funds  tracked  by  Morningstar.  Top-rated  funds  are  defined  as  those  funds  that  have  a  4-  or  5-star  overall 
Morningstar  rating.  Fidelity  has  73  4-  or  5-star  rated  funds  out  of  138  funds  as  of  3/31/96,  which  is  more  than  any  other  fund  family.  Morningstar  equity  fund  universe  includes  domesti 
stock  funds  (which  include,  but  are  not  limited  to,  growth,  growth  and  income,  and  equity-income  objectives),  international  stock  funds,  and  specialty  funds.  Morningstar  bond  fund 
universe  includes  both  taxable  and  nontaxable  bond  funds.    Fidelity  Distributors  Corporation.  Brokerage  services  provided  by  Fidelity  Brokerage  Services,  Inc.  Member  NYSE,  SIPC. 


lhe  first  step  toward  realizing  your  financial 
;oals  is  finding  an  investment  company  with 
he  right  amount  of  experience,  the  depth 
Lf  resources,  and  a  track  record  of  helping 
lillions  of  investors  pursue  their  financial  goals. 

l  company  like  Fidelity  Investments? 


Fidelity  offers  you  a  wide  range  of  financial 
options  and  convenient  ways  to  manage  your 
money.  Of  course,  you  can  turn  to  Fidelity  for 
top-performing  mutual  funds.  And  while  past 
performance  is  no  guarantee  of  future  results, 
the  fact  is  we've  produced  more  of  Morningstar's 
top-rated  funds  than  any  other  firm.1 

You  can  also  trade  stocks  at  a  discount.  Buy 
bonds.  Purchase  U.S.  Treasuries.  Request  timely 
market  information.  And  get  planning  tools  to 
help  you  make  the  right  investment  decisions. 
We  even  offer  thousands  of  mutual  funds  from 
200  other  well-known  fund  companies.  And 
you  can  do  it  all- 24  hours  a  day,  every  day 
of  the  week. 

So  when  you  choose  Fidelity,  you're  not  just 
choosing  a  place  to  buy  stocks,  bonds,  or 
mutual  funds.  You're  choosing  a  firm  that  will 
give  you  the  power  to  be  a  more  successful 
investor.  Call  us,  visit  an  Investor  Center,  or 
access  our  Web  site  today.  Isn't  it  time  you 
had  Fidelity  Investments  working  for  you? 


1-800-544-0003 


24  hours  a  day 


Fidelity 
Investments® 


http://www.fid-inv.com 


oin  America  Online:  Call  1-800-706-5577  for  10  free  hours. 

1(2484.001 

more  complete  information  on  any  fund  available  through  Fidelity,  including  charges  and  expenses,  call  for  a  free  prospectus.  Please  read  it  carefully  before 
invest  or  send  money. 
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54  KeyCorp 

"We  hadn't 
really  realized 
the  obsolescence 
of  the  old 
community 
bank." 


44  The  Rockefeller 
family 

"I  didn't  see  a  future 
as  the  investment 
representative  of  a 
minor  branch  of  the 
Rockefeller  family.  I 
wanted  to  do  some- 
thing for  myself." 


On  the  Cover 

122  THE  MONEY 
GUIDE 

A  table  of  contents 
appears  on  pages  122- 
123.  Among  the  features: 

134  Timber  land 
142  Oil 

146  Value  stocks 
154  New  issues 
158  Spinoffs 
162  Foreign  stocks 
194  IRA  payouts 
208  Insurance 

Management, 

Strategies, 

Trends 

44  Rockefeller  family 
fracas 

John  D.  Rockefeller's 
heirs  have  done  a  superb 
job  of  managing  their 
wealth.  John  D.'s  broth- 
er's heirs  have  been  much 
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more  adept  at  fighting 
with  one  another. 

By  Robert  Lenzner 
and  Bruce  Upbin 

46  Gateway  Educational 
Products 

John  Shanahan  fought  the 
educational  establishment 
and  is  winning.  Students 
do  better  with  phonics. 

By  Damon  Darlin 

48  Knight-Ridder 

Tony  Ridder  wants 

to  catch  Gannett's  level 

of  profitability.  He's 

going  about  it  the  way  his 

great  grandfather  might 

have  done. 

By  Kambiz  Foroohar 

54  KeyCorp 

Two  years  ago  KeyCorp's 
Robert  Gillespie  promised 
more  than  he  was  able  to 
deliver.  Now  the  scale 
may  be  tilting  the 
other  way. 
By  Janet  Novack 


66  Discovery  Zone 

Good  idea,  badly  execut- 
ed. Can  a  Disney  alumna 
set  it  to  rights? 

By  Lisa  Gubernick 

84  Starting  Your 
Own  Business 
Mall  mounties 

Shoppers  love — and 
thieves  and  muggers 
hate — Frank  Keller's 
mounted  security  guards. 

By  James  Ketelsen 

90  Up  &  Comers 
Family  Golf  Centers 

Clever  idea:  driving  ranges 
for  golfers  who  feel  guilty 
about  abandoning  their 
families. 

By  John  R.  Hayes 

96  Marketing 
Seeing-eye  ads 

Laser  surgery  to  cure 
myopia  is  a  breakthrough. 
So  is  the  selling  of  it. 

By  Katarzyna  Wandycz 


100  Faces  Behind 
The  Figures 

Rebecca  Mark,  Enron 
Development;  Lorraine 
Spurge,  Knowledge 
Exchange. 

Law  and  Issues 

78  Michael  Gallo 

Should  Uncle  Sam  force 
business  people  to  adver- 
tise their  competitors' 
products? 

By  Damon  Darlin 

81  On  The  Docket 

Mississippi  begins  to  rival 

its  next-door  neighbor  as 

a  hothouse  for  big  jury 

awards. 

By  Janet  Novack 

International 

114  Just  say  maybe 

Holland  has  become  the 
Western  World's  most 
permissive  society  when  it 
comes  to  marijuana  and 
hashish.  For  a  good  cause? 
By  Richard  C.  Morais 
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78  Gallo 

"We  are  unwilling  to  assume  that  a  govern- 
ment agency  is  better  at  marketing  than  an 
individual  business  person." 


114  Drugs 

"The  small  growers'  technical 
sophistication  pushed  out  criminals." 


Computers/ 
j  Communications, 
j  Technology 

102  Intel 

The  octopus  is  using  its 
technological  muscle  to 
take  over  the  electronic 
turf  around  the  micro- 
processor. This  is  threat- 

i  ening  for  lesser  chip  corn- 
It  panies.  It's  not  necessarily 
bad  news  for  consumers. 

i   By  Jeffrey  Young 

[  110  Computer  Ventures 

,  By  Richard  A.  Shaffer 

112  Insights 

.  By  Peter  Huber 
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The  Chicago  area  is  full 
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buildings  designed  by  one 
of  the  Midwest's  most 
famous  sons. 
By  Gary  Samuels 
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50  Observations 

Thomas  Sowell 


248  Collectors 

Tools  of  the  tradecraft 

Collecting  spy  parapher- 
nalia can  be  tricky  and 
dangerous,  which  is  why 
former  operatives  have 
the  best  collections. 
By  Doris  Athineos 
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"If  anyone  treads  on  the  mat,  it  releases 
water.  As  soon  as  he  touches  the  door 
handle,  he'll  be  electrocuted." 
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BERLIN -SETTING  THE  TONE. 


i 


"Berlin  -  Germany's  capital  is  a  cultural  metropolis 
full  of  controversy  and  vitality. Top  artists  from  all 
over  the  world  present  themselves;  ~r~~~r~.  1 
the  off-scene  permanently  offers  '  Jjghfe  Jg 

new  impulses.  It's  unique!" 

Prof.  Gotz  Frie,drich,Theatrical  Manager  jSm  I 
Deutsche  Oper  Berlin  I  Uk  I 

Abbado,  Barenboim,  Ashkenazy.The  Berlin  Phil- 
harmonic Orchestra,  the  Berlin  State  Orchestra, 
the  German  Symphony-Orchestra  Berlin.  Imagine 
what's  in  store,  when  you  visit  one  of  our  9  or- 
chestras, 3  opera  houses,  I  1 8  theatres,  not  to 
mention  our  1 67  museums  and  each  of  their 
collections?  The  State  Museums  of  the  Prussian 
Cultural  Heritage  Foundation,  for  example,  are 
rated  alongside  Washington  and  Paris  as  one  of 
the  largest  and  most  important  art-  and  culture 
museum  centres  in  the  world. Whoever  chooses 
Berlin,  chooses  not  only  one  of  Europe's  most 
significant  business  locations,  but  also  culture 
and  the  arts  at  their  very  best. 
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Stephanie  Kwolek  is  a  chemist, 
gardener  and  an  inventor  of  DuPont 
Kevlar®,  the  world's  strongest  fiber. 
5  %    'l  s  i" tne  brakes  of  trains,  planes 

i  i 

1  v  \  ' 


and  automobiles.  It's  in  skis, 
helmets,  protective  clothing  and 


j.  most  anyplace  else  requiring  a 

..  I'  V'  unique  combination  of  light  weight 
m  WK«    and  strength.  How'd  she  do  it? 


$  Mr'    With  innovation  and  determination. 

I 


ith  a  single  idea  she  can  stop  trains. 


How  else  can  you  stop  a  train? 
Stop  a  bullet?  Save  a  life? 
Visit  us  at  www.dupont.com 
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Would  you  let  these  people  . . . 

.  .  .  tell  you  what  to  do  with 
your  money  now?  I  would. 
The  9  editors  and  writers 
Hanking  Bill  Baldwin  in  the 
photograph — and  14  more 
who  were  out  of  the  office  or 
working  in  our  bureaus 
when  the  photo  was  made — 
produced  the  28  articles  that 
make  up  the  Forbes  1996 
Money  Guide. 

The  reason  I'd  listen  to 
this  crew  is  this:  The  task 
they  have  set  themselves  is 
both  less  heroic  and  a  lot 
more  useful  than  what  most 
personal  finance  journalists 
do  these  days.  Our  writers 
aren't  trying  to  come  up 
with  lists  of  hot  stocks  to 
buy,  for  example.  They're 
not  trying  to  time  the  mar- 
ket. Rather,  they're  offer- 
ing ideas  aimed  at  develop- 
ing a  general  approach  to- 
ward investing  that  will 
serve  readers  well,  no  mat- 
ter what  is  fashionable  on  Wall  Street. 

Here's  how  Bill  Baldwin,  who  has  edited  each  of  our  nine  annual 
Money  Guides,  describes  the  difference  in  approach:  "'We're  trying 
to  equip  investors  with  the  tools  to  be  better  managers  of  their  own 
finances.  A  lot  of  this  educational  process  has  nothing  to  do  w  ith 
individual  stocks.  It  has  to  do  with  finding  the  cheapest  way  to  invest 
abroad.  Or  knowing  how  to  maximize  the  tax  benefits  from  an  ira. 
Or  understanding  where  life  insurance  fits  into  an  estate  plan.  Or 
buying  the  right  kind  of  software  to  analyze  options  and  warrants.  Or 
negotiating  a  better  price  for  a  company.  None  of  these  depends  for 
its  success  on  hitting  the  Lotto  in  a  stock-picking  contest." 

Bill  himself  contributed  a  primer  on  the  ultimate  in  long-term 
investment  vehicles:  hardwood  trees.  If  his  "This  asset  grows  to  the 
sky,"  starting  on  page  134,  doesn't  open  your  eyes  to  the  world  of 
investments  beyond  stocks,  bonds  and  mutual  funds,  I  don't  know 
what  will.  And  if  you  think  financial  markets  are  rational,  read 
Gretchen  Morgenson's  "Anatomy  of  a  short  squeeze,"  starting  on 
page  216.  It's  full  of  practical  questions  you  should  ask  before 
investing  in  an)'  high-flying  stock. 

This  year's  Money  Guide  begins  on  page  122.  The  writers  who 
missed  the  photo  op  were:  Riva  Atlas,  John  Christ)',  David  Chur- 
buck, Scott  DeCarlo,  David  Dreman,  Tim  Ferguson,  David  Fon- 
diller, Mar)'  Beth  Grover,  Eric  Hard)',  Mark  Hulbert,  Toni  Mack, 
Janet  Novack,  Laura  Saunders  and  Neil  Weinberg.  Steve  Ramos  was 
responsible  for  most  of  the  charts  that  appear,  he  and  Bob  Mansfield 
for  the  design  and  Steve  Kichen  for  the  statistics. 

Managing  Editor 


Money  Guide  writers  (clockwise  from  lower 
center):  Bill  Baldwin,  Bob  Lenzner,  Rana 
Dogar,  Bruce  Upbin,  Steve  Kichen,  Tom 
Jaffe,  Gretchen  Morgenson,  Tom  Easton, 
Rita  Koselka,  Carolyn  Geer 
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We  never  lose  sigh  t  of  your 
investment  objectives. 


j\t  U.S.  Trust,  helping  our  clients  achieve  their  investment  goals  begins  with 
thoroughly  understanding  each  client's  individual  financial  requirements. 

Teams  of  experienced  professionals  work  closely  with  our  clients  to  determine  their 
tolerance  for  risk,  assess  their  families'  needs,  and  establish  short-term  and  long-term  objectives. 
Then,  and  only  then,  do  we  recommend  an  investment  plan  to  meet  those  objectives. 

Whether  that  plan  emphasizes  capital  preservation,  asset  appreciation  or  some  other 
goal,  we  allocate  your  investments  among  different  asset  classes — including  U.S.  and 
international  equities,  bonds  and  cash  equivalents — to  generate  attractive  returns. 

It's  an  approach  that  has  enabled  us  to  meet  the  different  investment  objectives  of  many 
clients,  for  many  generations.  To  learn  how  this  approach  can  help  meet  your 
particular  investment  objectives,  please  contact  Richard  E.  Foley,  Senior  Vice  President,  at 
1-800-U.S.  TRUST. 


U.S 


A  TRADITION  OF  GROWING  ASSETS 


NEW  YORK  BOCA  RATON  COSTA  MESA  DALLAS  HARTFORD  LOS  ANGELES  NAPLES  PALM  BEACH  PORTLAND  PRINCETON  STAMFORD  GRAND  CAYMAN 


Careful, 
The  Edges  Are  Sharp 


•  145-HORSEPOWER,  2.2-liter,  VTEC  ENGINE 

•  Dual  air  bags  standard 
•  Anti-Lock  Braking  System  (ABS) 
•  slx-speaker.  am/fm  stereo  with  in-dash  cd  player 

•  keviess  entry  system 

•  Power  driver's  seat 

•  Leather-Appointed  interior* 

•  Priced  from  522,120+ 


hen  the  engineers  at  Acura  were  told  to  design 
something  "cutting  edge,"  they  took  the  words  quite  literally. 

The  result  may  well  be  the  most  exciting  luxury 
sports  coupe  to  date.  The  new  Acura  2.2CL. 

Consider  its  sweeping  profile  and  the  subtle  crease 


4 -wheel  double-wishbone  suspension  on  16-inch  alloy  wheels 
delivers  a  smooth  ride  while  holding  the  road  like  a  loved  one. 

In  the  roomy  yet  intimate  cabin,  you'll  find  the  look 
of  rich  wood  trim,  an  Automatic  Climate  Control  System,  a 
power  moonroof  and  a  six-speaker  CD  sound  system. 


that  bisects  this  car  from  the  grille  to  sculpted  trunk- which, 
thanks  to  a  unique  security  system,  is  not  marred  by  so  much 
as  a  keyhole.  But  naturally,  the  beauty  of  the  Acura  CL  goes 
far  deeper  than  its  striking  body.  A  responsive,  2.2-liter 
VTEC  engine  belts  out  a  tribute  to  its  racing  heritage.  The 


Designed,  engineered  and  built  in  America,  the  Acura 
CL  manages  to  be  something  that  is  increasingly  rare  in  a 
luxury  sports  coupe:  an  automobile  that  doesn't  just  cut 
through  the  wind,  it  cuts  through  the  clutter. 

For  more  information,  call  1-800-TO-ACURA.  *&Ut=t*>. 
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Cash 
crunch 


TransAmericari 
Natural  Gas  Corp.'s 
John  R.  Stanley 
Looking  for  $200 
million  by  next 
February.  How 
will  he  raise  it? 


Two  years  ago  Forbes  recounted 
how  Houston  oilman  John  R.  Stanley 
narrowly  survived  bankruptcy  not 
once,  but  twice — whipsawing  him- 
self, and  creditors,  in  the  process 
(May  23,  1994). 

Now  TransAmerican  Refining 
Corp.,  a  subsidiary  of  Stanley's  closely 
held  TransAmerican  Natural  Gas 
Corp.,  is  short  $200  million  in  cash  to 
complete  the  first  phase  of  a  $560 
million  upgrade  of  its  Louisiana  refin- 
ery. Unless  the  refiner}'  is  up  and 
running  by  Feb.  15, 1997,  the  subsid- 
iary could  default  on  its  bonds. 

The  bonds  are  collateralized  by  a 
large  chunk  of  Stanley's  majority 
stake  in  publicly  traded  TransTexas 
Gas  Corp.,  another  subsidiary  of 
TransAmerican  Natural  Gas.  If  the 
refiner)'  defaults,  that  would  trigger 
the  sale  to  bondholders  of  as  much  as 
50  million  shares  of  Stanley's  Trans- 
Texas  common  stock.  Such  a  sale 
could  strip  him  of  control  over  the 
company. 

Apart  from  selling  his  TransTexas 
shares,  Stanley's  financing  options  are 
limited.  The  refinery  is  highly  lever- 
aged, so  he  cannot  borrow.  He  could 
inject  capital  from  parent  TransAmer- 
ican Natural  Gas  or  sell  some  or  all  of 
the  refinen'  to  a  partner.  Or  he  could 
offer  a  stake  in  the  refinery  in  ex- 
change for  a  profitable  agreement  to 
process  cheap  crude  oil. 

A  Stanley  spokesman,  Simon  Ward, 
says  TransAnerican  Refining  is  in 
"active  discussions"  with  potential 
equity  partners.  He  insists  the  refinery 
w  ill  restart  on  time.  But  if  a  default 
occurs  or  looms,  look  for  Stanley  to 
seek  bankruptcy  to  avoid  giving  up  his 
TransTexas  stock.  It's  a  tactic  he's 
used  successfully  in  the  past. 


Bond  breakthrough 

Forbes  columnists  Steve  H.  Hanke 
and  Sir  Alan  Walters  have  long  made 
the  case  for  indexed  bonds.  Their 
argument:  In  addition  to  protecting 
the  purchaser  from  inflation,  indexed 
bonds  could  reduce  the  cost  of  financ- 
ing government  debt  and  would  give 
investors  a  wider  range  of  investment 
options  (Dec.  20,  1993). 

This  sensible  idea  never  really 
caught  on.  But  now  the  Clinton 
Administration  has  decided  to  give 
the  new  security  a  try  and  issue  a  still- 
to-be-determined  amount  of  in- 
dexed bonds  later  this  year,  at  the 
earliest. 

Treasury  Secretary  Robert  Rubin 
says  a  number  of  terms  remain  unde- 
cided, including  what  inflation  index 
to  use  in  setting  the  bonds'  prices, 
and  the  bonds'  maturities,  which  are 
expected  to  range  between  10  and 
30  years. 

But  the  key  element  is  that  the  yield 
would  rise  and  fall  in  line  with  infla- 
tion— a  feature  that  the  Treasury  says 
should  make  Americans  more  willing 
to  buy  government- backed  bonds  to 
pay  for  their  retirement  or  their  chil- 
dren's education. 

We're  glad  that  the  U.S.  govern- 
ment has  finally  figured  out  what 
Hanke  and  Sir  Alan — not  to  mention 
many  Forbes  readers — have  know  n 
all  along:  Indexed  bonds  are  an  asset 
whose  time  has  come. 

Capping  the  honeypot? 

Last  year  Forbes  warned  that  trial 
lawyers- — especially  those  in  Ala- 
bama— had  found  a  rich  new  honey- 
pot,  winning  huge  punitive  damage 
awards  in  cases  where  their  clients 
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Tune  was,  it  could  be  your  whole  plan.  Today  it  takes  more.  That's  why  we  o  ffer  F  inancial  Fitness. 
It's  a  simple,  painless  five-step  program  that  starts  with  a  conversation.  Just  you  and  an  Equitable 
representative.  Together  you  look  at  your  entire  situation,  set  your  priorities,  find  a  strategy,  plan  your 
next  steps  and  keep  your  strategy  updated. 

No  miracles.  No  hype.  Just  common  sense.  And  the  feeling  of  relief  that  comes  from  having  a  better 
handle  on  things.  You  know  tomorrow  won't  wait.  Get  in  touch  with  us  and  take  charge  of  it  today. 

§!§  EQUITABLE 

Power  Over  Tomorrow !m 


INCOME  STOCKS 
FOR  LOWER  BISK 

T.  Rowe  Price  Equity  Income  Fund,  one  of  our  most  con- 
servative stock  funds,  seeks  substantial  income  and  capital 
growth  with  less  risk.  The  fund  invests  in  dividend-paying 
stocks  of  established  companies.  This  dividend  emphasis 
offers  investors  three  impor- 


Average  Annual  Total  Returns 

as  of  3/31/96* 


□ 


Equity  Income  Fund 
Lipper  Equity  Income  Funds  Average 


29.4% 


tant  advantages:  reduced 
volatility,  a  relatively  steady 
source  of  investment  returns, 
and  enhanced  total  return 
through  the  reinvesting  and 
compounding  of  dividends. 

A  strategy  that  has  outper- 
formed Lipper  and  earned 
5  stars  from  Morningstar. 

The  fund  has  consistently  out 
performed  its  Lipper  Category  Average.  And,  the  fund 
was  awarded  a  five-star  (*****)  rating  for  its  overall  risk- 
adjusted  performance  by  Morningstar.  It  was  rated  among 
1,505;  978;  and  520  equity  funds  for  the  3-,  5-,  and  10-year 
periods  ended  4/30/96,  respectively.** 

If  you  want  the  return  potential  of  stocks,  but  would 
like  to  reduce  your  exposure  to  the  ups  and  downs  of  the 
market,  this  fund  may  be  an  appropriate  addition  to  your 
portfolio.  As  with  any  stock  fund,  there  will  be  price  fluc- 
tuation. $2,500  minimum  ($1,000  for  IRAs).  No  sales  charges. 


Call  24  hours  for  a  free  report  and  prospectus 

1-800-541-5862 

http://www.troweprice.com 


Invest  With  Confidence* CjgL 


T.RoweRice 


Source:  Lipper  Analytical  Services,  Inc.  Figures  include  changes  in  principal  value,  reinvested  dividends,  and  capital 
gain  distributions.  Investment  return  and  principal  value  will  vary  and  shares  may  be  worth  more  or  less  at  redemption 
than  at  original  purchase. 

**  Morningstar  proprietary  ratings  reflect  historical  risk-adjusted  performance  as  of  4/30/96.  These  ratings  may  change 
monthly  and  are  calculated  from  the  fund's  3-,  5-,  and  10-year  average  annual  total  returns  in  excess  of  90-day  Treasury 
bill  returns  with  appropriate  fee  adjustments  and  a  risk  factor  that  reflects  fund  performance  below  90-day  Treasury  bill 
returns.  The  hind's  3-,  5-,  and  10-year  ratings  are  4,  5,  and  5  stars,  respectively.  Ten  percent  of  funds  receive  5  stars,  and 
the  next  22%  receive  4.. 

Past  performance  cannot  guarantee  future  results.  Prospectus  contains  more  complete  information,  including 
management  lees  and  other  charges  and  expenses.  Read  it  carefully  before  you  invest.  T.  Rowe  Price  Investment  Services, 
Inc.,  Distributor.  EIF031389 


weren't  physically  hurt  but  claimed  to 
have  been  cheated  or  mistreated  by 
big  companies  (Nov.  6,  1995). 

In  a  5-to-4  decision  last  month,  the 
U.S.  Supreme  Court  threw  out  a  $2 
million  punitive  damage  award  in  one 
of  the  Alabama  cases.  The  buyer  of  a 
new  BMW  had  claimed  he  w  as  defraud- 
ed because  he  wasn't  told  that  the  car 
had  gotten  a  paint  touch-up.  The 
decision,  which  found  the  award  un- 
constitutionally excessive,  stressed 
that  the  harm  was  "purely  eco- 
nomic"; that  the  paint  job  had  no 
effect  on  the  car's  safety;  and  that 
there  was  no  evidence  that  BMW  had 
acted  in  bad  faith. 

So  is  the  lid  finally  on  this  honey- 
pot?  Not  yet.  "The  BMW  ruling  is  a  big 


step  in  the  right  direction,  but  it 
doesn't  stop  juries  in  Alabama  and 
many  other  states  from  continuing  to 
award  ridiculously  high  punitive  dam- 
ages in  these  cases,'1  says  Washington 
lawyer  Theodore  J.  Boutrous  Jr.,  w  ho 
has  appealed  other  Alabama  awards. 
Indeed,  in  a  concurring  opinion,  Jus- 
tice Stephen  Breyer  complained  that 
the  Alabama  system  lacked  standards 
to  prevent  future  arbitrary'  and  possi- 
bly unconstitutional  jury  aw  ards. 

What  the  BMW  ruling  does  do  is 
make  it  more  likely  that  corpora- 
tions will  appeal  such  outlandish 
awards,  rather  than  just  settling  for  a 
smaller  amount.  But  appeals  are  expen- 
sive, and  occasionally,  when  require- 
ments for  an  appeal  bond  are  onerous, 
they  are  simply  impractical  (see  story, 
p.  81).  -Janet  Novack  WM 
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An  Important  Message  for  Business  Leaders  of  Today— and  Tomorrow 


What  business  will  your 
business  be  in  on  January  1,  2000? 


•  Anticipate  the  pace  of  change 
•  Identify  your  company's  new  direction 
•  Know  when  to  jump  onto  the  second  curve 


AN  MORRISON 

President  of  the  Intitule  for  the  Future 


The  World's 
Top  CEOs  Praise 
THE  SECOND 
CURVE 

"Ian  Morrison 
provides  the  reader 
with  astonishing 
information  on  the 
dramatic  changes 
taking  place." 

— Soren  Gyll,  President 
and  CEO,  AB  Volvo 

A  real  eye  opener." 

— George  Harvey, 
Chairman,  President,  and 
CEO,  Pitney  Bowes,  Inc. 

"For  any  business 
person,  this  book  is 
a  must." 

—Tom  Bloch,  former 
Chairman  and  CEO, 
H&R  Block 

"This  book 
is  immensely 
refreshing." 

— Eckard  Minx,  Vice 
President,  Society  & 
Technology  Research  Group, 
Daimler  Benz  AG 


The  groundbreaking  new  book  that  gives  you  the  tools 
to  take  your  company  into  the  future. 


The  first  curve  represents  what  your 
business  does  today.  But  a  second  curve  is 
coming,  with  new  technologies,  new  markets, 
new  ways  of  reaching  customers.  Now  Ian 
Morrison,  president  of  the  Institute  for  the 


Future,  tells  you  what  he  has  been  telling 
the  world's  top  corporations — how  to  identify 
the  second  curve,  how  to  prepare  for  it,  how 
to  play  on  both  curves  at  once,  and  when  to 
make  the  big  leap. 


THE  SECOND  CURVE:  THE  WAY  SMART  RUSINESSES  PLAN  FOR  THE  FUTURE 


Ballantine  Books 


Learn  more  about  The  Second  Curve  on  the  World  Wide  Web  at  http://vAvw.randomhouse.com/ 
Also  available  as  a  Random  House  AudioBook 


EDITED  DY  KATE  BOHNER 


Tuna  with  Tipper 


President  Bill  Clinton 
Dining  for  dollars. 


A  sinking  ship.5 

Our  spies  at  Lazard  Freres  &  Co., 
the  New  York  investment  bank,  tell  us 
that  1 5  bankers — partners,  assoeiates 
and  VPs — have  left  since  January.  Last 
out  the  door:  international  mergers 


To  RAISE  c  ash  for  its  election  war 
chest,  the  Democratic  National  Com- 
mittee is  haw  king  private  dinners 
with  President  Clinton,  tag-along 
spots  on  foreign  trade  missions  and 
other  elbow-rubbing  ops  with  senior 
officials.  Fo;-  these  up-close  encoun- 
ters, donors  must  be  willing  to  cough 
up  $100,000  or  more. 

Too  steep?  According  to  well- 
placed  sources  in  Washington  and  New 
York,  $50,000  will  get  you  a  spot  in 
s  the  audience  to  watch  and  listen  to 
?  Clinton  deliver  his  Saturday  morning 
|  radio  show  from  the  White  House.  Or  a 
|  night  in  the  Lincoln  bedroom  for 
|  $  1 30,000?  True  tightwads  can  nibble 
1  tuna  sandwiches  with  Tipper  Gore 
for  $5,000.  Asked  for  comment,  a 
spokesperson  for  the  DNC  replied: 
"We  don't  know  about  any  of  that.11 


cal  appointment;  he's  already  fundrais- 
ing  for  Clinton  in  New  York. 

Lazard  managing  director  Felix 
Rohatyn  is  due  to  retire  soon.  Michel 
David-Weill  remains  at  the  helm, 
but  the  ship  is  leaking. 

Synergy 

The  May  20  cover  of  Time  maga- 
zine was  a  seven-page  "science11  story 
headlined  On  the  Trail  of  Twisters: 
What  Real  Scientists  Are  Learning 
About  the  Mysteries  of  Tornadoes, 
complete  with  a  sidebar  review  of  the 
new  movie  Twister.  The  flick  also 
showed  up  on  Entertainment  Week- 
ly's May  17  cover.  Who  produced 
the  film?  Warner  Bros.,  as  in  Time 


Steven  Langman  and  Robert  Agostin 
Jumping  ship. 


and  acquisitions  chief  Robert  Agosti- 
nelli,  and  fellow  partner  Steven  Lang- 
man.  Both  joined  Union  Bancaire  Pri- 
vee.  "Big  loss,11  says  a  source. 

Other  signs  of  unhappiness:  Wil- 
liam Loomis  Jr.,  managing  director, 
will  open  LazarcTs  San  Francisco  of- 
fice. Sources  say  he  tired  of  Lazard  New 
York's  kill-or-be-killcd  culture.  An- 
other ranking  partner,  Steven  Rattner, 
is  rumored  to  be  looking  for  a  politi- 


Warner,  owner  of  Time  and  Enter- 
tainment Weekly.  "Oh,  please,  are 
you  really  going  to  print  that?11 
sputtered  Time  magazine  spokesman 
Robert  Pondiscio.  Yep. 


Springtime 
in  Washington 


Billionaire 
Warren  Buffett 
Back  on  board 
with  Katharine 
Graham. 


Free  ad? 


Warren  Buffett  has  rejoined  the 
Washington  Post  Co.  board.  His  asso- 
ciation with  that  paper  began  a  half- 
century  ago  when  young  Warren  had  a 
paper  route  in  Washington,  where  his 
father  was  a  congressman.  Years  later 
Buftett's  Berkshire  Hathaway  accu- 
mulated 10%  of  the  company.  Buftett 
even  dated  Washington  Post  Co. 
Chairman  Katharine  Graham. 

Buffett  joined  the  board  in  1974 
but  resigned  in  1986  when  regulators 
told  him  he  couldn't  also  be  on  the 
board  of  Cap  Cities.  It  didn't  help 
that  BufFett's  romance  with  Gra- 
ham was  also  cooling  down  at  about 
the  same  time.  Disney's  takeover  of 
Cap  Cities  left  Buffett  free  to  rejoin 
the  Post  board.  Rejoin  and  rekindle? 

Ted  prioritizes 

Some  400  folks  paid  $125  a  plate  to 
hear  Ted  Turner's  keynote  speech  at 
the  Center  for  Entrepreneurship's 
annual  fundraising  banquet  in  Albu- 
querque, N.M.  last  month.  Turner's 
talk  lasted  all  of  two  minutes — 60 
bucks  a  minute  for  the  attendees. 
Included  in  the  brief  remarks  was  news 
that  Turner's  losing  over  $1  million  a 
vear  at  his  New  Mexico  ranch. 
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Ted  Turner  and  Jane  Fonda 
When  Jane  pouts,  Ted  shuts  up. 


Several  guests  had  paid  an  addi- 
tional $3,000  to  attend  a  private  re- 
ception with  Turner  following  the 
banquet.  Turner  didn't  show.  Ac- 
cording to  a  report  in  the  Albuquer- 
que Journal,  Turner  was  justifiably 
miffed  that  some  of  the  speakers 
preceding  him  rambled  on  so  long 
that  he  had  to  cut  his  talk  to  keep  the 
evening  on  schedule.  We  hear  his 
brevity  was  linked  to  wife  Jane  Fon- 
da's puffy  eyes.  Our  sources  say  the 
couple  got  into  a  screamer  on  the 
way  to  the  party.  Fonda  spent  the 
evening  pouting,  and  Ted  figured 
he'd  better  patch  things  up,  fast. 

Jeffrey  prioritizes 

Jeffrey  Katzenberg  announced 
with  great  fanfare  his  lawsuit  against 
the  Walt  Disney  Co.  for  the  $250 
million  he  says  Disney  owes  him. 
There  was  just  one  problem:  Katz- 


Press  hound 
Jeffrey  Katzenberg 
Not  a  details 
guy- 


enberg  forgot  to  serve  papers  to  the 
media  giant  that  day.  When  Inform- 
er telephoned  Disney  to  inquire  why 
the  legal  team  at  Disney  had  been 
ignored,  Forbes  was  told:  "Katzen- 
berg was  too  busy  serving  the  media 
to  serve  Disney."  1MB 
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STIEAI 
CCTV 


NIGHT  AND  DAY  VIDEO  SURVEILLANCE 


Protect  your  business  and  your  home  with  a  discreet  Video  Surveillance 
System.  Install  covert  TV-cameras  on  your  premises  to  help  identify  and  convict^ 
criminals.  We  have  a  large  selection  of  disguised  TV-Cameras,  and  use 
the  smallest  high  resolution  TV-cameras  and  the  finest  accessories  to 
help  you  get  the  evidence  you  need.  All  our  low-light  cameras  employ 
a  1/2"  Sony  CCD  chip  with  300.000  pixels,  500  (H)  lines  of 
resolution,  5mm  auto-iris  lens,  0.015  lux  low-light  sensitivity,  and 
are  perfect  for  all  no-light  infrared  applications.  Our  40  day  (960 
hours)  Time-Lapse  Recorder  provides  you  with  visual  proof  on 
video-tape.  Stop  your  profits  from  walking  out  the  door. 
Visit  our  showroom  or  write  or  call  for  a  free  catalog  today. 
★Micro-Miniature  TV-Cameras  *Mini  TV-Cameras  ★  Pinhole  Lens 
TV-Cameras  *Color  TV-Cameras  *Dome  TV-Cameras  *Smoke 
Detector  TV-Cameras  *Clock  TV-Cameras  ^Picture  TV-Cameras 
★Mirror  TV-Cameras*PIR  Movement  Detector  TV-Cameras*lnfrared  TV-Cameras*Waterproof  TV-Cameras 
★960  Hour  Time-Lapse  Recorders  *Quad  Compressors  ^Multiplexers  *Monitors  *Camera  Switchers 

★Pan-Tilts  *Phone-Line  Video  Transmission  and  Reception  Systems 


TM 


AW  CCTV  Corp. 

60  East  42nd  Street,  Suite  401,  New  York,  N.Y.  10165 
Tel.  12121-983-1820  Fax  (2121-983-1654  

1-800-396-CCTV 


EVERY  PASSING  MINUTE 

CONFIRMED  THE  SHREWDNESS  OF  THE  DEAL. 

In  the  time  it  took  Emmett  Emmerson  to  return  to  Raffles  Inc.  from  the  plantation, 
the  price  of  rubber  had  risen  by  another  eleven  cents.  When  multiplied  by  the 
quantum  of  the  deal,  the  resultant  profit  swelled  into  seven  figures.  Great  news 
for  Emmett.  A  little  less  sweet  for  the  albeit  cash-rich  planter  who  sold  his  entire 
inventory  to  him.  A  drink  at  the  Bar  &  Billiard  Room  between  the  buyer  and 
seller  was  suggested.  Not  champagne  but  a  cocktail  concocted  by  the  renowned 
Ngiam  Tong  Boon  to  mark  the  occasion.  And  so  on  that  fateful  day  in  1915.  the 
Million  Dollar  Cocktail  was  inaugurated.  Grand  in  title,  original  in  constitution, 
bittersweet  in  taste,    i  ,  — i    Tempering  profit  with 


panache  has  always 
guests  at  Raffles  Inc. 


THE  BUSINESS- 


RAFFLES  INC. 

■»J»J»  ADDRESS    OF   THE  EAST 


been  a  custom  with 
The  exclusive  business 


wing  of  Raffles  Hotel,  1  Beach  Road,  Singapore  189673.  For  reservations,  please 
contact  us  through  your  business  associates  in  Singapore  or  call  Yat  Lo  Fatt 
on  (65)  337  1886  or  fax  (65)  339  7650.  lnternet:raffles@po. pacific. net. sg 

A  RAFFLES  INTERNATIONAL  HOTEL 


KING  AIR  350 


The  world  is  full  of  opportunities. 
Unfortunately,  it  is  not  filled 
with  pristine,  state-of-the-art 
airports.  So  often  what  separates 
those  who  capitalize  on  oppor- 
tunity and  those  who  watch  it 
pass  them  by  is  access.  Simply 
being  in  the  right  place  at  the 
right  time.  And  wherever  the 
right  place  is,  one  name  has  a 
history  of  getting  you  there. 
King  Air.  The  go  anywhere,  do 
anything  workhorse  of  the  skies. 
The  name  you've  come  to  rely  on 
to  get  you  wherever  the  opportu- 
nities are.  The  King  Air  350, 
B200,  and  C90B.  The  line  of  air- 
craft designed  around  your  needs. 
Because  the  planet  certainly 
wasn't.  For  more  information, 


call  1-800-866-1000,  ext.  607. 


Raytti    p  Aircraft 


READERS@F0RBES.COM 


Gigantomania? 

Sir:  Re  "Environmental  imperial- 
ism" (May  20).  An  excellent  com- 
mentary on  how  our  government 
squanders  the  taxpayer's  hard-earned 
money.  So  many  programs  evolve 
into  counterproductive  schemes  re- 
quiring perpetual  increases  in  fund- 
ing, while  fostering  animosity  toward 
our  nation. 
-Thomas  M.  Sheets 
Hanover,  Pa. 


Sir:  Concern  about  the  environment 
is  not  the  exclusive  province  of  Earth 
First.  Many  business  leaders  and  peo- 
ple of  means  are  committed  to  envi- 
ronmental protection  in  their  com- 
munities, in  their  states,  in  this  coun- 
try and  internationally.  Forbes  ig- 
nores this  reality  at  its  peril. 
-Jay  L.  Wiener 
San  Francisco,  Calif. 

Sir:  Unfortunately,  the  message  that 
lingers  from  such  destructive  writing 
is  that  our  own  government  is  plot- 
ting to  take  away  the  very  bread  and 
butter  we  are  working  so  hard  to 
provide  for  our  families.  Is  there 
a  more  divisive  and  destructive 
message? 

-Dr.  Lisinka  Ulatowska 
Jamaica  Estates,  N.T. 

Sir:  We  find  it  curious  that  you  imply 
that  we  are  both  fascists  and  socialists 
for  opposing  government  subsidies 
for  some  of  the  world's  largest  com- 
panies and  most  socially,  environ- 
mentally and  economically  ruinous 


mega-development  projects.  It  is  also 
somewhat   surprising  that  Forbes 
should  support  the  Sardar  Sarqvar 
Dam.  in  India,  Three  Gorges  Dam  in 
China  and  other  examples  of  Stalinist 
state-planned  gigantomania. 
-Patrick  McCully 
Campaigns  Director 
International  Rivers  Network 
Berkeley,  Calif. 

Walk,  walk,  walking 
through  heaven's  door 

Sir:  As  a  54-year-old  who  is  alive  and 
kicking,  I  reacted  with  incredulity  to 
your  story  on  Reebok,  "Walking 
wounded"  (May  20).  You  state:  "The 
average  age  of  the  Rockport  customer 
now  is  around  55,  which  means  that 
its  users  will  soon  start  dying  off." 
Perhaps  you  are  aware  of  some  myste- 
rious new  virus  that  attacks  "old 
folks."  The  actuarial  tables  state  that 
the  average  remaining  life  of  a  55- 
year-old  is  almost  30  years. 
-S.  Erek  Jenstad 
Reno,  Nev. 

Dental  ethics 

Sir:  Re  "Mouth  makeovers"  (Mar. 
25).  As  president  of  the  American 
Dental  Association,  I  appreciated  the 
useful  information  in  your  article.  ADA 
members  agree  to  obey  the  code  of 
ethics  and  professional  conduct, 
which  makes  it  unethical  for  a  dentist 
to  recommend  or  perform  unneces- 
sary dental  services.  The  code  further 
obliges  them  to  "inform  the  patient 
of  the  proposed  treatment,  and  any 
reasonable  alternatives,  in  a  manner 
that  allows  the  patient  to  become 
involved  in  treatment  decisions."  Pa- 
tients who  feel  their  dentist  is  not 
doing  so  ought  to  seek  a  second 
opinion. 

-William  S.  Ten  Pas 
President 

American  Dental  Association 
Chicago,  III. 

Revenge  of  the 
dining  disturbed 

Sir:  Re  "Ring,  ring,  jingle,  jingle" 
(May  20).  I  trust  that  as  a  public 
service  you  are  going  to  publish  the 
home  phone  number  of  apac  Tele- 
Service's  founder  Ted  Schwartz,  so 


that  all  of  us  victims  can  call  that  lousy 
billionaire  just  when  he  is  sitting  down 
to  dinner. 
-D.  B.  Low 
Ojcti,  Calif. 

Halting  hospital  holdups? 

Sir:  Re  "Hospital  robbery"  (Apr. 
22).  I  commend  your  recommenda- 
tion that  all  patients  review  their  hos- 
pital  bills  carefully  before  paying 
them.  However,  I  was  extremely  sur- 
prised and  disappointed  by  the  sensa- 
tional slant  you  took  in  presenting  the 
circumstances  surrounding  the  bill  of 
one  of  our  patients.  Since  1993,  when 
this  patient  used  our  hospital,  we  have 
instituted  a  special  initiative  to  dou- 
ble-audit every  patient  bill  to  ensure 
accuracy  before  sending  them  out. 
-James  Rogers 
Chief  Executive  Officer 
Roper  Health  System 
Charleston,  S.C. 

Do-it-yourself  publishing? 

Sir:  Re  "Most  wrap  accounts  are 
lousy  deals"  (May  20).  You  state  that 
mutual  fund  management  is  "noth- 
ing you  couldn't  do  for  yourself  with  a 
copy  of  Forbes'  Annual  Mutual  Fund 
survey  and  a  few  hours'  study  every 
once  in  a  while."  Can  I  use  the  same 
logic  to  conclude  that  writing  and 
publishing  a  magazine  is  something 
that  anyone  could  do  themselves  with 
a  copy  of  the  Associated  Press  Style- 
book  and  a  few  hours? 
-John  W.  Eckel 
Simsbury,  Conn. 
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Spend  Your  Birthday  With  The  Ones  You  Love. 

Whether  it's  luscious  hazelnut  praline,  butterscotch  caramel  or  mocha  buttercream  enveloped  in  milk  chocolate, 
a  gift  of  Codiva  is  a  true  surprise  party  for  your  taste  buds.  To  send  Godiva.  call  I  800-9  CODIVA. 


GODIVA 

Chocolatier 


30  Days  'til  the  Class  Revo 

(July  1,  1996) 


It's    a    revolution.     Third-class    and    fourth-class    mail  are 
becoming    Standard    Mail.     Second-class    mail    will    be  called 
Periodicals.    First-Class  Mail®    remains    First-Class    Mail.  It 
— .  I    begins  on  July  1,    at   the  U.S.    Postal  Service. 

wtfjw  PmP    The  revolution  can  mean  bigger  discounts  for  better 
For  the  new  value  in  preparation  of  your  business  mail.   Bigger  discounts 
means  you  can  send  out  more  mail. 

We  call  it  Max  It.  Maximum  discounts  for  maximum  preparation. 
You'll  call   it  a  revolution. 

UNITED  STATES 


POSTAL  SERVICE 


Call  1  800  THE  USPS,  Ext.  2008,  for  your  free  Max  It  guide 
today.  And  get  ready  to  Max  It  starting  July  1. 


'With  all  thy  getting  get  understanding" 


Fact  and  Comment 


By  Steve  Forbes,  Editor-in-Chief 


ONE  CHOICE  IS  NO  CHOICE 


Senator  Jim  Jeffords  (R-Vt.)  undermined  a  modest 
school-choice  program  for  Washington,  D.C.,  which  has 
one  of  the  nation's  most  troubled  school  systems.  Yet 
Jeffords'  state  is  living  proof  that 
empowering  parents  to  select  the 
best  schools  for  their  children  works. 

Allowing  parents  to  choose  which 
schools  their  children  attend  is  the 
most  effective  way  to  reform  and 
rejuvenate  our  public  schools.  If  a 
parent  is  dissatisfied  with  the  local 
institution  of  learning,  he  or  she  can 
use  a  voucher  to  help  pay  the  tuition 
at  another  school,  public  or  private. 

Not  surprisingly,  choice  is  fiercely 
resisted  by  the  education  establishment,  particularly  the 
National  Education  Association,  America's  most  power- 
ful union.  Currently,  students'  interests  get  short  shrift, 
but  choice  would  force  schools  to  be  accountable  to 


parents.  There  is  nothing  like  competition  to  spur  re- 
form, improve  performance. 

Opponents  have  effectively  rebuffed  a  number  of 
school-choice  initiatives  by  conjur- 
ing up  catastrophic  consequences. 

Advocates  should  use  the  example 
of  Vermont.  For  over  a  century  parents 
living  in  towns  with  no  public  high 
school  have  been  able  to  send  their 
kids  to  any  schools  they  wish  (except 
religious  ones),  in  state  or  out,  with  the 
sending  town  picking  up  the  cost  of 
tuition  for  public  and  approved  inde- 
pendent schools.  For  other  schools, 
the  sending  town  pays  Vermont's 
state-wide  average  tuition  rate.  For  example,  almost  all 
the  students  at  the  highly  respected,  private  St.  Johnsbury 
Academy  pay  their  tuition  this  way.  Some  Vermont  high- 
schoolers  have  gone  as  far  away  as  Quebec  or  Paris. 


WHY  HASN'T  ALAN  GREENSPAN  BEEN  RECONFIRMED 

as  Fed  chairman?  A  handful  of  Senate  Democrats  are  ous  growth  begets  inflation,  and,  conversely,  low  or  ane- 
holding  up  action  on  him  (and  two  new  Clinton  appoint-     mic  growth  keeps  inflation  under  control. 


ments)  ostensibly  because  these  legisla 
tors  think  Greenspan  has  been  too 
stingy  in  printing  money.  Cynics  think 
the  President,  who  reappointed 
Greenspan  to  another  four-year  term, 
wouldn't  mind  seeing  nothing  happen 
through  the  election.  Then,  surmise 
these  Machiavellian  minds,  Clinton  can 
safely  ditch  Greenspan  for  someone  he 
would  truly  prefer.  After  all,  Alan  had 
originally  been  appointed  by  the  liber- 
als' Great  Satan,  Ronald  Reagan. 

Republican  lawmakers  should  force  a 
hearing  (which  can  be  held  in  one  day,  not  the  three  days 
Senator  Tom  Harkin  [D-Iowa]  wants).  We  might  then 
actually  get  a  salutary  Senate  seminar  on  the  Fed's  appar- 
ent belief  in  the  Phillips  Curve,  which  posits  that  vigor- 


Anxious  Alan  is  twisting  in  liberal 
and  White  House  winds. 


The  Fed  gets  antsy  whenever  growth 
rates  exceed  2.5%  for  a  couple  of  quar- 
ters. Yet,  historically,  we  have  had  annu- 
al growth  rates  averaging  over  3%.  In 
the  1980s  we  experienced  our  longest 
peacetime  expansion,  while  inflation 
simultaneously  fell  by  over  two-thirds. 
Sound  money  and  vigorous  growth  can 
and  should  go  hand  in  hand. 

These  blocking  Senators,  particularly 
ultra-leftist  Harkin,  refuse  to  acknowledge 
that,  more  than  a  cautious  Fed,  an  even 
bigger  obstacle  to  a  higher  standard  of  liv- 
ing for  all  Americans  is  our  horrifically  complex  tax  code 
with  its  excessively  high,  growth-retarding  income  tax  rates. 
The  Harkinesque  formula  of  easy  money  and  high  taxes 
gave  us  the  economically  devastating  decade  of  the  1970s. 


INDEFENSIBLE 

Despite  soothing  White  House  noises  of  compromise,  mit  the  U.S.  to  building  effective  defenses  against  ballistic 
opponents  of  a  missile  defense  system  may  emasculate  or  missiles.  The  Congressional  Budget  Office  stopped  the 
defeat  the  Defend  America  Act.  The  legislation  would  com-     bill's  momentum  by  declaring  that  such  a  system  would 
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cost  up  to  $60  billion.  The  CBO  is  playing 
games,  talcing  the  most  expensive,  compli- 
cated approach  to  missile  defense  possible. 

A  team  of  eminent  experts  assembled  by 
the  Heritage  Foundation  concluded  what 
honest  observers  already  know:  A  global 
antimissile  system  can  be  put  into  place  for 
less  than  $3  billion  over  five  years  by  up- 
grading the  Navy's  Aegis  project,  a  fleet/air 
defense  system.  Space -based  sensors,  which 
would  greatly  improve  the  Aegis-based 


Will  we  ever  be  allowed  to  defend 
ourselves  against  rockets? 


system,  would  cost  about  $5  billion  more. 

The  Administration  is  stalling  by  saying 
we  ought  to  wait  a  few  more  years  to  see 
what  threats  may  arise.  That's  really  rolling 
the  dice  with  America's  safety.  It  won't 
be  too  many  more  years  before  North 
Korea  will  have  missiles  that  can  reach 
Alaska  or  Hawaii.  Who  knows  what's  going 
to  happen  with  China,  which  is  now  trying 
to  buy  deadly  SS-18  missiles  from  Russia 
and  Ukraine.  The  time  to  move  is  now. 


NUREMBERG-LIKE  NONSENSE 


The  absurdity  of  our  obsession  with  race  and  nation- 
al origin  was  underscored  recently  by  changes  the  gov- 
ernment is  considering  making  in  how  we're  labeled.  The 
Feds  are  thinking  of  adding  a  "multiracial"  category  to 
the  current  ones,  such  as  Black,  White,  Asian  and  Pacific 
Islander.  How,  for  example,  are  we  supposed  to  list  a 
child  whose  father  is  white  and  whose  mother  is  Asian? 

But  this  and  other  changes  have  got  some  special  inter- 
ests riled  up.  Surveys  have  found  that  with  the  new  desig- 
nation the  number  of  people  calling  themselves,  say, 
American  Indian,  would  fall  dramatically.  Apparently,  the 
wording  used  in  the  categories  of  race  and  national  origin 
and  the  order  in  which  they  are  listed  have  dramatic  effects 


on  how  people  define  themselves.  The  total  of  those 
checking  off  Hispanic  origin  would  drop  by  nearly  one- 
third.  When  it  comes  to  race,  Cuban -Americans  who  trace 
their  ancestry  to  Spain  tend  to  pick  White  over  Hispanic. 

The  U.S.  is  a  melting  pot,  and  we  are  intermingling 
more  and  more.  Thus,  quota-obsessed  bureaucrats  are 
deploring  how  messy,  how  difficult  it  is  trying  to  precisely 
categorize  us.  Perhaps  these  federal,  modern-day  Nurem- 
bergers  might  come  up  with  another  category:  Mutt. 

For  a  nation  that  never  had  a  feudalistic  past,  that  has 
traditionally  judged  people  as  individuals,  not  as  mem- 
bers of  groups  or  castes,  this  whole  rigmarole  is  prepos- 
terous and  ultimately  destructive. 


IT'S  ABOUT  TIME 


At  long  last  the  Treasury  Department  will  be  selling 
bonds  that  will  protect  investors  from  inflation.  This 
long-term  debt  could  have  coupons  as  low  as  2.5%. 
Britain,  which  has  been  indexing  its  government  paper 
since  the  early  1980s,  now  sells  30-plus-year  bonds  with 
interest  rates  averaging  3.5%. 

The  virtue  of  an  indexed  bond  is  that  the  rate  is  real — 
both  principal  and  inter- 
est are  adjusted  for  infla- 
tion. If  we  had  started 
indexing  when  the  Brits 
did,  we  would  have  saved 
literally  tens  of  billions  of 

dollars  in  interest  costs  on  financing  the  national  debt. 

The  Treasury  Department  and  bond  dealers  have  long 
resisted  the  idea.  Dealers  feared  that  indexing  would 
reduce  the  volume  of  trading  because  investors  wouldn't 
have  to  fear  major  interest  rate  swings. 

The  Clinton  Administration,  of  course,  has  made  this 
move  for  short-term  advantage.  It  has  been  reducing  the 
average  length  of  our  debt  to  cut  the  budget  deficit 


Treasury  Plans  to  Sell  Inflation -Indexed  Bonds 


because  short-term  rates  are  usually  lower  than  long- 
term  rates.  Indexing  will  allow  the  Treasury  to  issue 
longer-term  maturities  and  avoid  the  penalty  of  higher 
coupons.  Treasury  Secretary  Robert  Rubin  obfuscated 
that  less  than  pure  motive  with  some  P.  T.  Barnum-style 
hype,  declaring  that  indexing  would  boost  the  national 
savings  rate  and  improve  our  standard  of  living. 

Still,  this  long  overdue 
move  is  sound.  Indexing 
will  avoid  a  repeat  of  the 
shafting   investors  got 
during  the  great  infla- 
tion of  the  1970s,  when 
the  government  effectively  repudiated  a  sizable  portion 
of  the  national  debt.  Investors  holding  fixed-rate  bonds 
of  2%  to  5%  saw  the  real  value  of  their  securities  shrivel. 

These  indexed  bonds  will  be  a  natural  for  retirement 
plans  such  as  401(k)s.  By  the  way,  if  Treasury  wants  indi- 
viduals to  buy  this  paper,  it  will  have  to  ban  the  IRS  from 
taxing  this  inflation-principal  as  income.  Otherwise,  buy- 
ers will  owe  tax  on  noncash  income. 


-THE  WALL  STREET  JOURNAL 


RESTAURANTS— GO,  ,  STOP 

Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  other  Forbes  eatery  experts  Jeff  Cunningham  and  Tom  Jones. 


•  Tropica  Bar  and  Seafood  House — 200  Park  Ave.,  the 
Met  Life  Building,  at  45th  St.  (Tel.:  867-6767).  A  delight- 
ful oasis  in  the  midst  of  Midtown  madness.  Emphasis  is  on 
fresh,  well-prepared  seafood,  but  you  can  also  get  steak  or 
grilled  vegetables.  Don't  miss  the  passion  and  mango  fruit 
soup  with  fromage  blanc,  garnished  with  raspberries. 

»  Zinno— 126  West  13th  St.  (Tel.:  924-5182).  Easy- 
going Village  restaurant  with  fine  Italian  food,  attentive 
service,  live  jazz,  soft  lighting  and  reasonable  tab. 


Cendrillon— 45  Mercer  St.  (Tel.:  343-9012).  Open 
kitchen  belches  smoke  and  food  smells,  and  noise  level  pro- 
hibits conversation.  Food,  inconsistent;  sendee,  good. 

•  Zoe— 90  Prince  St.  (Tel.:  966-6722).  Beautiful, 
earth-toned,  coppery  terra-cotta  decor,  more  reminiscent 
of  Malibu  than  of  Manhattan.  Highly  recommended: 
crispy  calamari  with  Vietnamese  clipping  sauce;  shrimp  and 
saffron  chowder;  aged  sirloin  steak  with  sourdough  onion 
rings;  grilled  loin  of  lamb  with  horseradish  gratin.  H 
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Fifth  Avenue  at  55th  St.,  New  York  NY  10019.  Tollfree:  (800)  262  9467  Tel:  (212)  247  2200  Fax:  (212)  903  3949 
The  Peninsula:  Hong  Kong  •  Manila  •  New  York  •  Beverly  Hills  •  The  Palace  Hotel  Beijing  •  The  Kowloon  Hotel  Hong  Kong 
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ENLARGED. 


We  took  what  made  the  7-Series.such  a  huge  suc- 
cess last  year  and  magnified  it.  With  its  new  4.4-liter 
V-8,  expansive  interior  and  standard  All  Season 


Traction,  it  has  more  power  and  legroom  than  the 
Mercedes  S420,  Lexus  LS  400  and  Jaguar  XJ6. 
The  1996  740iL  THE  ULTIMATE  DRIVING  MACHINE? 


the?  Comments 


Learn  From  the  Master 

The  overtly  pro-immigration  Ron- 
ald Reagan  was  elected  in  1980  when 
the  economy  was  reeling  and  xeno- 
phobia was  at  its  zenith,  and  yet  he 
managed  to  carry  41  states.  That  les- 
son shouldn't  be  lost  on  congressio- 
nal Republicans  who've  gone  off-mes- 
sage: Americans  fear  big  government 
far  more  than  they  fear  immigrants. 
-Stephen  Moore,  Cato  Institute, 
in  American  Spectator 

Sensible 

Life  spans  are  so  long  now  that  peo- 
ple retiring  early  may  need  income  for 
30  or  35  years,  said  Paul  Boltz,  chief 
economist  at  T.  Rowe  Price  Associ- 
ates Inc.  of  Baltimore.  "That's  a  long 
time  and  even  low  inflation  can  do  a 
number  on  your  savings.  So  I  think 
[indexed  bonds]  would  be  attractive 
for  a  portion  of  a  retiree's  portfolio." 

"What  this  does  is  put  the  inflation 
risk  back  on  the  government,"  said  H. 
Lynn  Hopewell  of  the  Monitor  Group 
in  Fairfax,  Virginia.  "People  can  say,  if 
I  get  three  points  over  the  inflation 
rate,  I  can  be  a  happy  camper.  Investors 
will  have  some  uncertainty  removed.  I 
think  [the  Treasury]  will  sell  a  lot." 
-John  M.  Berry,  Washington  Post 

Liberalize  the  System 

Good  schools,  public  or  private,  at- 
tract good  students.  And  one  of  the 
reasons  that  many  parents  want  a 
choice  of  schools  is  that  the  system 
often  lets  youngsters  with  discipli- 
nary problems  hamper  the  education 
of  the  vast  majority  of  pupils  who 


want  to  learn. 

Most  parents  believe  fervently  that 
their  children  should  be  provided  with 
the  best  education  possible.  President 
Clinton  and  Hillary,  when  faced  with 
the  choice  of  either  symbolically  en- 
dorsing urban  schools  or  putting  their 
child's  education  and  safety  first, 
chose  the  latter.  I  believe  every  parent 
should  have  the  same  choice. 
-Joseph  H.  Brown,  Tampa  Tribune 

What  attracts  people  to  a  novel 
on  television  is  the  way  they  can 
ingest  its  complexities  of  plot 
and  still  do  their  sit-ups. 

-Douglas  McGrath, 
New  York  Times  Book  Review 

Morning  Glory 

Dawn  is  the  romantic  hour  in 
Africa.  Dirt  and  dilapidation  disap- 
pear under  a  pearly  haze,  and  a  breeze 
from  the  sea  blows  away  the  memory 
of  fetid  markets  and  sordid  heaps  of 
humanity.  At  that  hour  the  old 
Moroccan  cities  look  like  the  ivory 
citadels  in  a  Persian  miniature,  and 
the  fat  shopkeepers  riding  out  to  their 
vegetable  gardens  like  princes  sallying 
forth  to  rescue  captive  maidens. 
-In  Morocco,  by  EDITH  WHARTON 

Playing  It  Unsafe 

Having  pleased  bond  traders  by  re- 
nominating conservative  Republican 
Alan  Greenspan  [to  be  Federal  Re- 
serve chairman],  would  Bill  Clinton 
now  tacitly  consent  to  holding  him 


hostage  to  influence  his  behavior — 
deterring  further  interest-rate  increas- 
es indefinitely?  Or,  more  improbably, 
would  he  delay  the  process  to  await  a 
Democratic  Senate  that  would  con- 
firm the  Fed  chairman  he  really  wants? 

Nobody  in  authority  would  admit 
this,  and  that  it  is  now  being  specu- 
lated could  end  the  dangerous  game. 
But  Fed  watchers  take  it  seriously, 
and  many  Democrats  on  Capitol  Hill 
hope  it's  true. 

-Robert  Novak,  New  York  Post 

Well  Said 

Nothing  can  be  made  to  be  of  inter- 
est to  the  reader  that  was  not  first  of  vi- 
tal concern  to  the  writer.  Each  writer's 
prejudices,  tastes,  background  and  ex- 
perience tend  to  limit  the  kinds  of 
characters,  actions  and  settings  he  can 
honestly  care  about,  since  by  the 
nature  of  our  mortality  we  care  about 
what  we  know  and  might  lose  (or  have 
lost),  dislike  that  which  threatens  what 
we  care  about,  and  feel  indifferent 
toward  that  which  has  no  visible  bear- 
ing on  our  safety  or  the  safety  of  the 
people  and  things  we  love.  Thus  no 
two  writers  get  aesthetic  interest  from 
exactly  the  same  materials.  Mark 
Twain,  saddled  with  a  cast  of  characters 
selected  by  Henry  James,  would  be 
quick  to  maneuver  them  all  into  wells. 
-John  Gardner,  The  Art  of  Fiction 

True  Love 

In  his  declining  health,  my  father 
became  more  affectionate.  At  the 
end  of  every  visit,  he  would  kiss  me 
goodbye,  but  because  of  his  blind- 
ness, and  maybe  his  awkwardness,  he 
was  often  off  the  mark.  Sometimes 
he  would  kiss  my  hand,  sometimes 
my  ear,  sometimes,  if  he  didn't  have 
the  strength  to  stand,  my  hip. 

I  take  pleasure  in  kissing  my  own 
son  on  the  lips  several  times  a  day. 
Soon,  I  know,  he  will  want  me  to 
stop  this,  and  I  will.  But  I  hope  that 
someday,  years  from  now,  when  I 
kiss  him  on  his  hand  or  his  ear  or  his 
hip,  he  will  not  think  it  strange.  I 
hope  he  will  see  it  for  what  it  is,  a 
clumsy  act  of  an  old  man  in  love. 
-Randy  Rieland,  Washinjjtonian  WM 
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WITH  OVER  66,000  MOVING  PARTS, 

YOU  HAVE  TO  BE 
A  WELL-OILED  MACHINE. 


Over  fifty-two  thousand  tractors  and  trailers.  Over 
urteen  thousand  trucks.  Ninety  jet  air  freighters, 
list  to  name  a  few. 

Twenty-four  hours  a  day,  around  the  world,  the  parts 
:  The  CF  Companies  are  moving  with  well-oiled 
recision,  delivering  the  critical  shipments  that  help 
lousands  of  our  customers  operate  successfully. 
The  CF  Companies  offer  combined,  customer-focused 
ipabilities  ranging  from  regional  and  nationwide 
ucking  to  worldwide  air  freight,  from  truckload,  ocean 


and  intermodal  services  to  warehouse  and  logistics 
management. 

Using  a  sophisticated  network  of  computer  and 
transportation  technology  -  along  with  a  relendess 
commitment  to  consistent,  cost-effective,  on-time 
service -The  CF  Companies  are  unequalled  at  making 
transportation  work  better  for  you. 

For  more  information  about  the  part  our  companies 
can  play  in  the  success  of  yours,  call  1-800-520-8465 
for  our  worldwide  resources  brochure. 


THE  CF  COMPANIES 


CF MotorFreigbt,  Emery  Worldwide,  Con-Way  Transportation  Services,  Menlo  Logistics 


COnSOLIDRTED  FREIGHTWAYS,  IRC 

WE  PUT  YOU  MILES  AHEAD 


The 
Company 


Want  To  Chew 
As  Much  As  You 
Can  Bite  Oil! 


he  gap  between  a  company's  aspirations  and  its  material  capabilities  is  not 


always  as  wide  as  it  first  appears. 


An  innovative  financing  partner  can  close  the  gap. 


At  The  CIT  Group,  we  show  companies  in  a  varrety  of  industries  how  to 


make  the  most  out  of  what  they  have.  We  do  it  through  asset-based 


C  1 996  The  CIT  Group,  Inc 


inancing,  helping  them  tap  the  value  of  their  assets  for  the  money  they 


eed  for  increased  performance,  improved  quality  and  enhanced  competitiveness. 


For  more  information  on  how  we  can  help  you, 


all  The  CIT  Group 


t—  1-800-CIT-1908. 


TOE 
Roil 


Americas 
Most  Experienced 
Asset- Based 
Lender. 
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get  your 
stocks'  price 
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Respond 
Via  Email 


It's  the  world's  first  on-line  service  of  its  kind  from  a  fuli 


introducing 
Prudential  Online 


SERVICE  BROKERAGE  FIRM.  So  NOW  YOU  CA 


GET  A  DETAILED  REVIEW  OF  YOUR  ACCOUTv 


anytime,  anywhere  via  the  internet.  and  the  information  is  ufl 
dated  daily. 

we  know  you  need  to  be  informed.  and  that  helps  us  kno 
how  to  better  serve  you. 

For  more  information,  you  can  call  1-800-654-545^ 
ext.  300.  Or  visit  our  website  at  http://www.prusec.com  and  cliC 

ON  "PRUDENTIAL  ONLINE".  (The  e-mail  feature  cannot  be  used  to  place  orders.) 


Prudential  Securities 

Knowing   the  Investor" 


Commentary 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Chairman 


BRAZIL:  A  COUNTRY  IN  TRANSITION 


The  first  step  toward  understanding  Brazil,  where 
Kip  Forbes  and  I  visited  last  month,  is  to  realize  it  is  a 
country  in  the  midst  of  fundamental  and  drastic  change. 

To  add  perspective,  a  bit  of  history:  Brazil's  population 
(of  which  70%  were  slaves  in  1880)  grew  from  17  million 
in  1900  to  154  million  in  1995.  For  many  years  coffee 
made  up  80%  of  Brazil's  exports.  Today  coffee  accounts 
for  only  about  5%,  industrial  products  for  75%.  Brazil's 
infrastructure  has  also  been  late  in  developing.  Not  until 
1955  was  the  first  land-link  road  opened  between  Sao 
Paulo  and  Recife,  two  of  the  country's  major  cities. 

Olavo  Egydio  Setubal,  former  foreign  minister,  now 
president  of  Investimentos  Itau 
S.A.,  one  of  the  country's  largest 
banking  and  diversified  enterprises, 
told  us  that  Brazil's  closed  econo- 
my lasted  from  1945  to  the  early 
1990s.  Then,  with  inflation  close  to 
50%  a  month  and  the  country's 
economy  near  collapse,  Fernando 
H.  Cardoso  was  elected  president  in 
1994  and  implemented  the  changes 
that  are  revitalizing  Brazil.  Cardoso 
opened  the  economy,  adopted  free- 
market  policies,  stabilized  the  cur- 
rency with  the  new  Real  Plan — 
which  he'd  introduced  in  1993 

while  finance  minister — and  brought  inflation  down  to 
under  2%  a  month.  (In  April,  however,  it  started  up  again.) 
Brazil's  food  consumption  has  risen  by  30%.  Purchases  of 
consumer  goods  have  also  increased,  as  have  imports — a 
reflection  of  the  improvement  in  the  quality  of  life.  The 
economy  has  been  growing  at  about  4%  to  5%  a  year  since 
1993,  which  is  why  President  Cardoso  has  such  a  high 
approval  rating,  except  among  bureaucrats.  Frequently 
overlooked  by  outsiders  is  the  fact  that  Brazil's  tax  collection 
(revenue,  not  increased  rates)  hit  a  record  high  in  March. 

Unemployment,  which  dropped  after  the  Real  Plan  was 
introduced,  rose  a  bit  after  the  effects  of  Mexico's  devalua- 
tion were  felt.  (Mexico's  sad  experience  is  just  one  reason 
the  government  scoffs  at  the  idea  of  any  devaluation.) 
Unemployment  is  still,  however,  at  one  of  its  lowest  levels  in 
recent  times.  Employment  is  rising  and  average  real  wages 
grew  5%  in  1994,  13%  in  1995 — all  while  inflation  dropped. 
Unemployment  insurance  and  retraining  plans  are  in  effect. 


KF,  Finance  Minister  Pedro  Malan,  CWW 

Discussing  Brazil's  many  drastic  changes. 


Privatization  proceeds  but  depends  to  a  considerable  ex- 
tent on  enactment  of  amendments  to  the  constimtion, 
which  had  established  a  socialist  economy.  The  Cardoso 
government  secured  passage  of  several  constitutional 
amendments  allowing  the  sale  of  many  state-owned  compa- 
nies, such  as  gas,  petroleum,  local  shipping  and  steel.  The 
privatization  program  so  far  has  raised  $10  billion.  The  next 
stage  in  the  process  is  passage  of  the  implementing 
legislation  for  such  sales,  and  this  is  going  slowly. 

Other  pending  constitutional  amendments  will  allow 
needed  contraction  of  Brazil's  overly  generous  social 
security  payments  and  pensions;  repeal  of  some  of  the 
many  rigid  protections  enjoyed  by 
the  civil  service;  tax  reform  and 
reduction  of  the  enormous  re- 
quired payments  to  the  state  gov- 
ernments. Vast  reforms  are  also 
under  way  in  education  and  rural 
projects,  which  will  benefit  many 
of  Brazil's  poorest  citizens. 

Brazilian  officials  and  private  en- 
trepreneurs are  justly  tiiankful.  Fi- 
nance Minister  Pedro  Malan  told  us 
that  few  outsiders  recognize  how 
deeply  and  quickly  Brazil  is  chang- 
ing. Malan  said  there  is  no  possibil- 
ity of  future  governments'  reverting 
to  the  old,  failed  policies  and  that  while  deficit  reduction  is 
going  more  slowly  than  many  would  like,  it  is  moving  in  the 
right  direction.  Specifically,  the  deficit  is  being  cut  by  expen- 
diture reductions,  not  by  tax  increases.  He  reminded  us  that 
over  90%  of  Brazil's  expenditures  cannot  be  reduced  with- 
out legislative  changes.  About  70%  of  the  U.S.  budget  is 
similarly  "•frozen."  So  it  is  hardly  fair  to  criticize,  as  U.S.  and 
British  writers  have  done,  the  pace  of  spending  reductions. 

The  success  of  President  Cardoso's  programs  has 
prompted  many  leaders  to  talk  about  changing  Brazil's  rigid 
term-limits  policy  so  President  Cardoso  could  run  for 
reelection.  Argentina,  enjoying  a  somewhat  similar  renais- 
sance under  President  Carlos  S.  Menem,  changed  its  rules 
last  year  and  Menem  was  reelected  by  a  handsome  majority. 
There  is  general  agreement  that  Cardoso's  reelection  would 
be  the  best  thing  for  Brazil — and  indeed  for  all  democracies. 

There  is  much  yet  to  be  done  in  Brazil,  but  the  entire 
country  is  vastly  better  off  than  it  was  in  1994.  ■ 
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The  League  of 
Communications. 


Deutsche  Telekom,  France  Telecom 
and  U.S.  company  Sprint  have  now 
joined  forces  to  create  a  unique  new 
worldwide  communications  alliance: 
Global  One*.  For  customers  who 
need  to  operate  around  the  world, 
this  alliance  offers  the  full  range  of 
state-of-the-art  telecommunications 
options  -  on  a  truly  global  scale. 


Gone  are  the  days  when  compa- 
nies simply  sold  their  products 
worldwide.  Now,  more  and  more 
organizations  also  develop  prod- 
ucts, source  materials,  purchase 
and  manufacture  in  a  variety  of 
different  international  locations. 
Hence  the  explosion  in  demand  for 
high-quality  global  communica- 
tions. To  satisfy  this  demand,  we 
have  pooled  the  cream  of  Euro- 
pean and  American  telecommuni- 
cations resources  in  a  unique  three- 
way  international  partnership. 

The  strongest  alliance 
in  the  world. 

In  the  words  of  the  U.S.A.'s  For- 
rester Research  Institute:  "To- 
gether, Deutsche  Telekom,  France 
Telecom  and  Sprint  form  what  is 
probably  the  strongest  alliance  in 
the  world."  The  Institute  goes  on  to 
highlight  our  common  vision,  com- 
patible products,  virtually  complete 
international  coverage  and  vast 
combined  experience  in  network 
technology.  In  short,  this  alliance 
promises  unrivaled  professional- 
ism and  integrated  expertise.  In- 
deed, from  the  start,  some  2,500 
specialists  at  1 ,200  locations  in 
more  than  50  countries  will  be  put- 
ting their  global  network-building 
skills  at  the  disposal  of  customers 
who  need  to  be  able  to  communi- 
cate round  the  world. 


tise  of  all  three  partners  in  the  alli- 
ance. France  Telecom  is  the 
world's  fourth  largest  telecommu- 
nications company  and  boasts  ou 
standing  performance  and  many 
years'  experience  in  the  field  of 
global  data  services.  As  a  serious 
performer  in  all  the  major  interna- 
tional markets,  Deutsche  Telekom 
has  the  densest  fiber  optic  networ 
in  the  world  and  offers  satellite 
capacity  from  all  the  leading  oper- 
ators, not  to  mention  top  quality 
connections,  particularly  to  East- 
ern Europe.  Sprint  is  one  of  the 
biggest  names  in  American  tele- 
communications. It  has  a  unique, 
fully  digitized  fiber  optic  network 
throughout  the  U.S.  and  excellent 
connections  in  the  Pacific  Rim.  Pi 
all  that  together  and  it's  not  hard 
to  see  why  we  have  called  the  new 
alliance  Global  One. 

You  couldn't  be  in  better  com- 
pany for  the  future. 

Deutsche  Telekom  is  Europe's  No. 
telecommunications  company  - 
and  the  second  largest  network 
operator  in  the  world.  We  continut 
to  lead  in  pioneering  new  technol- 
ogies. In  fact,  since  1 990  we  have 
invested  DM  1 35  billion  in  new 
telecommunications  infrastruc- 
tures, which  makes  us  the  world's 
single  largest  investor  in  this  area. 
We  offer  multimedia  and  online 
services,  "smart"  networks  and  a 
wealth  of  experience  and  know- 
how  -  all  backed  by  strong  busi- 
ness partnerships  which  span  the 
globe.  Add  the  resources  of  our 
new  worldwide  consortium  and 
you  have  an  international  commu- 
nications capability  which  cannot 
fail  to  benefit  your  business. 


Europe's  No.  1  in 
telecommunications. 


'The  Global  One  venture  is  subject  to 
regulatory  approval. 


The  League  of  Communications. 

With  Global  One,  we  have  set  our 
sights  on  transforming  the  quality 
of  international  communications. 
As  an  independent  company  with 
its  own  worldwide  network,  Global 
One  can  offer  customers  compre- 
hensive, customized  communica- 
tions packages  from  a  single 
source,  using  the  skills  and  exper- 


T Deutsche 
Telekom 


Ford  may  be  th e 
most  well-known 
family  name  in 
automobiles,  but 
we  don't  believe 
it's  the  most 
important. 

Our  65  million  customers 
around  the  globe  mean  the 
world  to  us.  That  is  why, 
every  day,  we  put  them  on 
a  first  name  basis  with 
value,  quality,  and  designs 
so  advanced  they'll  be 
current    well    into    the  future. 


Ford    •    Ford  Trucks 


Lincoln    •  Mercury 


Q_U  A  L  I  T  Y      IS      JOB  1 

For  more  information,  contact  us  on  the  internet  at  http  //wu  w.ford  com 
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The  trickle-down  game 


BY  DAMON  DARLIN 


Lower  taxes 
and  your 
town  will 
boom, 
revenues 
will  increase, 
and  happy 
voters  will 
reelect  you. 


In  the  late  Seventies  my  friends  and  I  altered 
Monopoly's  rules  to  better  reflect  inflationary 
times.  A  property  could  now  hold  more  than  one 
hotel,  and  rents  became  a  multiple  of  the  number 
of  hotels  on  a  property.  So,  with  three  hotels, 
Boardwalk's  rent  tripled  to  $6,000. 


But  there  wasn't  enough  money  in  circulation 
to  pay  these  higher  rents.  So,  we  printed  more. 
Hyperinflation  ensued,  and  eventually  we  re- 
called all  the  new  money,  thus  precipitating  a 
massive  recession.  Bankruptcies  abounded,  and, 
at  4  a.m.,  the  game  ended.  (I  won. ) 

Sadly,  few  popular  games  reflect  economic 


reality.  But  look  at  the  bestselling  computer  game 
SimCity,  made  by  Maxis.  Here's  a  game  that 
subversively  teaches  supply-side  economics. 

The  object:  To  build  a  city  from  scratch.  Allot- 
ted an  initial  budget  of  $20,000,  you  decide  on 
the  best  path  for  growth.  A  coal-burning  power 
plant,  for  example,  will  set  you  back  just 
$4,000,  but  it  could  damage  the  envi- 
ronment. The  clean  nuclear  plant  costs 
$  1 5,000,  reducing  money  to  build  roads 
and  schools.  It's  your  choice.  But  if  you 
make  a  bad  decision,  you'll  hear  voters 
booing;  a  newspaper  w  ill  pop  up  on  your 
screen,  with  headlines  announcing  your 
sliding  ratings. 

Though  SimCity's  creator,  Will 
Wright,  won't  admit  he  conceived  it  as 
such,  the  game  is  a  Trojan  horse  for  the 
Laffer  Curve.  Raise  taxes  to  build  expen- 
sive stadiums  or  finance  homeless  shel- 
ters, and  your  taxpayers  will  vote  with 
their  feet.  You'll  actually  see  the  lights  go 
out  in  the  industrial  district  and  build 
ings  crumble.  The  resulting  rise  in  un- 
employment may  trigger  riots.  That  means  you'll 
watch  your  city  go  up  in  flames. 

How  to  save  your  city?  Easy:  Lower  taxes.  If 
you  hit  it  right,  the  town  will  boom,  revenues 
will  increase,  and  happy  voters  will  reelect  you. 

Any  chance  we  can  load  SimCity  on  every 
computer  in  Congress? 


Vacations  by  edict 


Federal 
holidays:  an 
excuse  for 
stores  to 
mark  down 
prices? 


Clogged  freeways,  overpriced  plane  tickets, 
crowded  beaches,  death.  Ah,  the  joys  of  three- 
day  weekends.  I  tried  to  get  away  for  Memorial 
Day,  but  there  were  no  airline  seats  available  to 
where  I  wanted  to  go.  It  may  be  just  as  well. 
Mothers  Against  Drunk  Driving  reports  that 
over  the  1994  Memorial  Day  weekend  there 
were  481  traffic  fatalities.  That's  44%  above  the 
death  toll  over  an  average  three-day  period. 

All  this  has  got  me  thinking:  Abolish  federal 
holidays.  Be  honest.  Does  anyone  actually  stop 
to  honor  laborers  on  Labor  Day?  Presidents  on 
Presidents'  Day?  I  suspect  statutory  holidays  are 
simply  an  excuse  for  department  stores  to  mark 
down  the  price  of  sheets  and  towels. 

If  Uncle  Sam  wants  to  hand  out  holidays,  he 
could  grant  each  of  us  five  one -day  vacations  to 
be  taken  whenever  we  please.  Those  who  choose 
can  still  celebrate  Columbus  Day.  Others  can 
honor  Native  American  Day.  Or  their  own 
birthday. 

If  the  feds  won't  do  it,  individual  states  may. 
In  February  1995,  under  the  tutelage  of  Repub- 
lican State  Representative  Maty  Lou  Cowli- 


shaw,  Illinois'  legislature  passed  a  law  that  gives 
each  of  the  state's  900-odd  school  districts  the 
power  to  decide  (with  permission)  which  holi- 
days to  observe. 


School  District  3,  in  tiny  Cuba,  111.  (pop. 
1,200)  has  asked  to  waive  six  state  holidays. 
Does  that  mean  Cuba's  kids  won't  honor  the 
memory  of  Christopher  Columbus  or  Abraham 
Lincoln?  Not  at  all.  "We  can  do  a  better  job 
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keeping  our  kids  in  school  [on  those  days]  and 
teaching  them  about  our  heroes,11  says  District 
Superintendent  Charles  Fleming.  For  example, 
the  local  American  Legion  has  been  invited  to 
the  school  on  Veterans  Day  to  regale  students 
w  ith  tales  of  battles  lost  and  won. 


As  the  Fourth  of  July  approaches,  I'm  think- 
ing about  celebrating  Independence  Day  a  week 
late.  The  beach  will  be  empty;  the  highways 
clear.  I  may  even  find  sufficient  peace  of  mind  to 
actually  think  about  what  the  Declaration  of 
Independence  means  to  me.  -N.M. 


Tab  addiction 


BY  LUISA  KROLL 


A  Tabaholic 
pleads: 
"Please 
keep  it 
on  the 
shelves!!!" 


Tar  LOYALISTS  are  a  peculiar  lot.  Trust  me  on 
this  one.  I  guzzle  the  stuff  for  breakfast  every 
day.  Even  when  I  lived  in  Europe  I  got  my 
friends  from  home  to  send  Tab  care  packages. 

I 'm  not  the  only  Tab  addict. 
Steven  Brill,  the  founder  of 
Court  TV,  confesses  to  "chain 
drinking11  Tab.  He  stashes  the 
bright  pink  cans  in  his  personal 
refrigerator  at  work,  and  in- 
sists that  Tab  be  sold  in  Court 
TV's  vending  machines.  "It  has 
a  taste  that's  tinny  and  horri- 
ble," Brill  explains.  "That's 
why  I  love  it." 

Introduced  in  1963,  Tab 
was  the  world's  second  diet 
soft  drink,  after  Diet  Fate.  Re- 
member the  famous  jingle? 
"Tab,  Tab  cola,  for  beautiful 
people!" 

At  its  peak  in  1982,  Tab  claims  it  was  the 
number-one  low-calorie  brand,  with  $800  mil- 
lion a  year  in  retail  sales.  Then,  that  year,  Tab's 


parent,  the  Coca-Cola  Co.,  introduced  diet 
Coke.  Better  tasting,  the  new  drink  swiftly  took 
Tab's  place  at  the  top.  Three  years  later,  Coca- 
Cola  yanked  Tab's  marketing  support. 

Tab  should  have  died.  Most 
people  think  it  has.  At  least 
once  a  week  I  get  stopped  on 
the  street.  A  hot  pink  can  in 
hand,  I'm  met  with  startled 
looks:  "I  didn't  know  they  still 
make  Tab."  Well,  thanks  to  a 
band  of  fiercely  loyal  drinkers, 
Tab  still  racks  up  sales  of  $26 
million  a  year.  Coca-Cola 
receives  hundreds  of  letters 
a  year  from  Tabaholics. 
"PLEASE  KEEP  IT  ON  THE 
SHELVES!!!"  pleads  a  recent 
letter  from  Brad  Lilienthal  of 
Pawtucket,  R.I.  "I  do  not 
know  what  I  would  do  if  you  ever  would  decide 
to  take  it  off  the  market." 

Not  bad  for  a  product  that  hasn't  been  pro- 
moted nationally  in  a  decade.  M 
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American  businesses  may 
be  slowing  down  their  pur- 
chases of  capital  goods, 
such  as  machine  tools  and 
computers,  from  abroad. 
Peter  Jaquette,  senior 
economist  at  the  wefa 
Group  in  Eddystone,  Pa., 
expects  that  1996  imports 
of  capital  goods  will  rise 
only  12%  (in  real  dollars) 
from  1995,  to  $270  billion. 
In  contrast,  U.S.  imports  of 
capital  goods — excluding 
motor  vehicles  and  parts — 
grew  23%  between  1994 
and  last  year. 


205 

'82  '84  '86  '88  '90  '92  '94  '96 


42 


Forbes  ■  June  17,  1996 


Why  Crawl 
Through  Some 

Airports 
Wheiribu  Can 
FlyThrough 
Cincinnati? 


t  A\ 
•  us  <f 


A  quicker  way  to  the  world  of  business. 
Delta's  Cincinnati  terminal. 

If  business  travel  has  you  spending  more  time  on 
the  ground  than  in  the  air,  on  your  next  trip,  fly  through 
Cincinnati  instead. 

Delta's  incomparable  terminal  at  the  Cincinnati/ 
Northern  Kentucky  International  Airport  is  specifically 
designed  to  make  getting  where  you're  going  faster  and  easier. 

Or,  if  you  have  a  few  minutes  between  flights, 
Crown  Room  Clubs  and  our  comfortable  International 
First/Business  Class  lounge  let  you  get  down  to  business. 

Crossroads  to  over  290  cities.1 

But  what  good  is  a  state-of-the-art  airport  without 
service  to  the  cities  you  need  ? 

Together  with  the  Delta  Connectionf  Delta 
gives  you  more  than  450  daily  departures  from 
Cincinnati  to  major  business  centers  throughout  the 
United  States,  Canada,  Mexico,  Europe  and  Asia. 

Fly  through  Cincinnati  and  see  for  yourself.  For 
information  or  reservations, 
see  your  Travel  Agent.  Or  call  Delta 
at  1-800-221-1212.  And  say  you  want  Cincinnati  instead. 


'CINCINNATI 

INSTEAD™ 


A  Delta  Air  Lines 

You  11  love  the  way  we  fly9 

Visit  our  web  site  at  http://www.delta-air.com 


tBased  on  cities  served  by  Delta  and  Delta  Connection.  Delta  Connection  flights  operate  with  Delta  flight  numbers  3000-5999  and  7000-7999.  ©1996  Delta  Air  Lines,  Inc. 


Brother  vs.  brother 


John  D.  Rockefeller's  heirs  have  done 
a  superb  job  of  managing  their  wealth. 
John  D.'s  brother's  heirs  have  been  much 
more  adept  at  fighting  with  one  another. 

By  Robert  Lenzner  and  Bruce  Upbin 


Standard  Oil  founder  John  D. 
Rockefeller  had  a  younger  brother, 
William.  At  the  times  of  their 
deaths— John  D.  died  in  1937,  Wil- 
liam in  1922 — both  men  were  fabu- 
lously, but  not  equally,  wealthy.  To- 
day John  D.'s  some  200  heirs  share  a 
fortune  worth  well  over  $6.2  billion. 
William's  some  200  descendants  are 
worth  maybe  $300  million. 

But  give  William's  descendants 
this:  Some  of  them  have  a  real  talent 
for  intrafamily  bloodletting.  In  court- 
rooms up  and  down  the  East  Coast, 
once-close  siblings  have  become  the 
bitterest  of  enemies.  Greed  and  envy 
have  pitted  cousin  against  cousin,  a 
son  against  his  mother. 

At  first  a  partner  with  his  older 
brother,  William  Rockefeller  sold 
most  of  his  Standard  Oil  stock  to  John 
D.  just  after  1911,  according  to  family 
lore.  He  reinvested  the  proceeds  in 
railroad  companies  and  in  real  estate. 
He  divided  his  estate  among  his  four 
children,  including  son  Percy  Rocke- 
feller, who  unfortunately 
died  at  age  56,  in  1934, 
soon  after  Franklin  Roose- 
velt pushed  through  a  60% 
estate  tax.  To  pay  it  and  to 
settle  strike  suits,  his  execu- 
tors were  forced  to  liqui- 
date securities  at  bottom  - 
of  -  the  -  Thirties  -  market 
prices. 

Avery  Rockefeller  Sr., 
Percy's  son,  managed  to  re- 
build some  of  the  fortune 
through  shrewd  investing. 

The  wealth  of  John  D. 
Rockefeller's  heirs  has  long 
been  managed  by  indepen- 
dent trustees  and  invest- 
ment professionals  atop 
New    York's  Rockefeller 


William  and  John  D.  Rockefeller 

Their  heirs  would  see  their  fortunes 

move  in  very  different  ways. 


The  Rockefellers  you  don't  know 

John  Davison  Rockefeller*      William  Avery  Rockefeller* 


Percy  Avery  Rockefeller* 


Isabel 
Lincoln* 

4  children 


Avery 
Rockefeller  Sr.* 


Avery  (Pat) 
Rockefeller 
Jr.* 


Isabel 
(Ann) 
Elliman 


Joan 
McAlpin* 


4  children 
2  grandchildren 


Winifred 
Emeny 


4  siblings 
(including 

Faith 
Conger) 


Faitt 
Model* 


Robert  Jeanette  Richard 
Model   Ogilvy  Model* 


Ted 
Elliman 


David 
Elliman 


Christopher 
(Kim) 
Elliman 


Mary 
Runestad 


Avery 
Rockefeller 


Lucia 
Brown 


Center.  But  Avery  Rockefeller  dis- 
trusted corporate  trustees  and  wanted 
a  family  member  invok  ed. 

So  when  his  son  Avery  Jr.,  nick- 
named Pat,  died  in  a  car  crash  in  1979 
at  age  55,  an  ailing  Avery  entrusted 
management  of  the  family's  financial 
affairs  to  his  grandson  David  Elliman, 
then  only  30.  Younger  brother  Chris- 
topher (Kim),  joined  soon  after.  Da- 
vid is  a  brainy  biologist  with  an 
M.B.A.  from  Wharton  who  trained  in 
Citibank's  investment  management 
group.  Kim  graduated  from  Yale,  ran 
a  weekly  newspaper  in  Vermont  and 
later  joined  an  energy  company  in 
New  York  as  director  of  environmen- 
tal regulation. 

To  manage  the  assets  of  some  doz- 
en Rockefellers  descended  from  Wil- 
liam Rockefeller,  in  late  1981  David 
Elliman  started  an  investment  office 
called  Elmrock  Inc.  Elmrock  received 
fees  for  managing  the  clan's  money 
and  ordinarily  20%  of  any  profits. 
David  and  Kim  Elliman  took  60%  and 
20%,  respectively,  of  Elm- 
rock's  equity.  The  remain- 
ing 20%  went  to  Arthur 
Penn,  a  46-year-old  lawyer 
who  had  been  in  the  real 
estate  business  with  the  El- 
limans'  father. 

David  Elliman  acted  as 
chief  investment  officer  of 
the  family's  liquid  assets 
and  did  fairly  well  by  his 
relatives  as  the  market  rose 
in  the  1980s.  Elmrock 
scored  a  nice  gain  in  1986, 
when  the  family  sold  their 
47%  interest  in  a  supermar- 
ket chain,  Piggly  Wiggly 
Southern,  for  more  than 
S60  million. 

By    1991    the  Elliman 


Gladys 
Underhill 

no  children 


•Deceased. 
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its.  mother  vs.  cousin 


boys  and  Penn  were  man- 
aging around  $160  million 
for  various  Rockefellers. 
But  friction  was  already  de- 
veloping between  the 
brothers.  Kim  Elliman  pre- 
ferred to  invest  in  publicly 
traded  companies.  David, 
who  believed  he  was  smart- 
er than  Kim,  seemed  to  pre- 
fer complicated  deals  that 
could  tie  up  the  family  as- 
sets for  years  at  a  time.  Dis- 
daining his  brother  and  the 
rest  of  the  family  as  "finan- 
cially unsophisticated," 
David  Elliman  told  Forbes: 
"I  didn't  see  a  future  as  the 
investment  representative 
of  a  minor  branch  of  the 
Rockefeller  family.  I  want- 
ed to  do  something  for  my- 
self." 

In  1987  David  Elliman 
invested  $5  million  of  the 
family's  money  in  a  sale  and 
leaseback  of  two  nuclear 
power  plants.  Called  PAR- 
ock  (for  Percy  Avery 
Rockefeller),  this  limited 
partnership  required  Elm- 
rock  to  commit  a  chunk  of 
the  family's  money  for  up 
to  29  years.  The  following 
year  David  began  to  put  HMR 
Elmrock's  three  partners 
into  a  string  of  private,  off-balance- 
sheet  financing  entities  that  special- 
ized in  buying  and  securitizing  corpo- 
rate receivables. 

In  an  interview  with  Forbes, 
brother  Kim  asserted:  "Due  to  his 
headstrong  nature,  David  lost  the 
spirit  of  his  role  as  the  steward  of  the 
family." 

In  late  1991  David  Elliman  wanted 
to  use  $10  million  of  the  family  mon- 
ey to  help  purchase  CapMAC,  an 
insurer  of  investment-grade  securi- 
tized  assets  that  was  being  spun  off  by 
Citibank. 

But  Kim  Elliman  and  other  trustees 
objected  to  the  deal,  and  Elmrock 
ended  up  taking  only  a  small  piece  of 
CapMAC — an  investment,  inciden- 


Overhills, 
Fighting 


the  Rockefellers'  private  resort 
over  a  relic  of  the  past. 


tally,  that  paid  off  handsomely  when 
CapMAC  went  public  late  last  year. 

Growing  tensions  between  the  two 
Elliman  brothers  came  to  a  head.  In 
February  1992  David  Elliman  forced 
Kim  out  of  Elmrock.  Kim  claims  his 
brother  and  Arthur  Penn  changed  the 
locks  on  his  office  doors  and  erased 
ten  years  of  his  computer  files.  After  a 
two-year  arbitration  process,  Kim  re- 
ceived $4.85  million  for  his  share  in 
Elmrock,  less  than  half  the  $13.1 
million  he  claimed  was  owed  him. 

There  was  trouble  stirring  for  Kim 
in  another  corner.  His  mother's  first 
cousin  Robert  Model,  a  Wyoming 
cattle  rancher,  was  already  fighting 
with  Kim  over  the  disposition  of  one 
of  the  family's  largest  single  assets,  a 


landholding  called  Over- 
hills.  Purchased  by  Percy 
Rockefeller  and  his  friend 
W.  Averell  Harriman  in 
1915,  Overhills  comprised 
45,000  acres  of  rolling  land 
in  North  Carolina,  replete 
with  stately  mansions,  a  pri- 
vate golf  course,  riding  sta- 
bles, a  timber  preserve  and 
working  farms.  Including 
some  securities  that 
it  owned,  Overhills — now 
only  1 1 ,000  acres — was 
worth  some  $40  million 
in  1992. 

Overhills  was  managed 
by  two  family  members: 
Kim  Elliman  and  Henry 
Harder,  a  cousin.  Two  of 
Overhills'  largest  single 
owners,  with  a  25%  joint 
stake,  were  Model  and  his 
sister,  Jeanette  Ogilvy. 

Model  and  David  Elli- 
man did  not  wish  to  finance 
Overhills'  operating  deficit 
of  about  $800,000  a  year. 
They  preferred  to  sell  the 
property     because  they 
wanted  the  money  for  oth- 
er purposes.  But  Kim  Elli- 
man and  other  family  mem- 
bers wanted  to  retain  Over- 
hills   as    "a    home  of 
memories  and  a  place  of 
family  ties,"  as  Kim  wrote  brother 
David  in  1992.  He  added:  "To  expe- 
rience its  beauty  and  serenity  is  to 
enjoy  that  part  of  life  which  wealth 
and  civilization  endow." 

Model  figured  that  the  Overhills 
land  was  worth  about  $30  million  and 
demanded  that  the  other  Overhills' 
owners  buy  him  and  his  sister  out. 
Kim  Elliman  responded  with  an  offer 
of  $3  million  in  cash  and  25%  of  any 
sale  price  above  $12  million,  should 
Overhills  be  sold.  Model  accused  Kim 
of  lowballing  on  the  land  appraisal 
and  refused  the  offer. 

Seeking  revenge,  Model  is  suing 
Kim  for  damages  over  what  he  asserts 
was  mismanagement  of  Overhills.  In 
the  end,  Model  was  pretty  close  on 
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John  Shanahan  fought  the  educational  establishment 
and  learned  selling  wasn't  as  easy  as  ABCDEFG. 
Now  phonics  has  a  second  wind. 

Back  to  basics, 
again 

By  Damon  Darlin 


the  property's  value.  Recently  the 
U.S.  Army  offered  $28.5  million  for 
Overtoils,  looking  to  expand  the  adja- 
cent Fort  Bragg.  Kim  has  claimed  that 
Model  is  no  longer  an  ow  ner  of  Over- 
hills  but  merely  a  creditor,  and  there- 
fore not  entitled  to  25%  above  a  $12 
million  sale  price.  This  claim  is  slowly 
working  its  way  through  the  New 
York  state  court  system. 

As  the  acrimony  grew,  Rockefeller 
relatives  started  pulling  their  assets 
out  of  Elmrock.  The  amount  of 
Rockefeller  money  there  fell  from 
$160  million  in  1991  to  less  than  $50 
million  today. 

With  family  turning  against  him, 
David  felt  the  PARock  investment  was 
at  risk.  In  1992  he  took  several  high- 
handed steps  to  insure  his  control  of 
income  from  this  deal.  David  Elliman 
and  Arthur  Penn  issued  themselves 
4,000  PARock  shares  to  give  them 
control.  Kim  Elliman  and  other  family 
members  sued,  forcing  David  and 
Penn  to  rescind  the  new  stock. 

David  Elliman  next  tried  to  pack 
the  family  trusts  with  his  personal 
representatives  as  another  way  of  con- 
trolling PARock.  Backed  by  his  moth- 
er, Kim  appealed  to  New  York  State 
surrogate  court,  which  invalidated 
David's  appointments. 

But  David  didn't  give  up  easily.  In 
1993  David  joined  with  Model  in  an 
effort  to  remove  Kim  and  Henry 
Harder  as  trustees  of  the  Isabel  Still- 
man  Rockefeller  Trust.  The  Green- 
wich (Conn.)  probate  court  blocked 
David,  but  let  Model  sever  his  portion 
of  the  trust. 

In  the  past  few  years  two  branches 
of  William  Rockefeller's  line — the 
Lincolns  and  Avery  Rockefeller  III — 
have  removed  most  of  their  money 
from  Elmrock.  Some  of  it  went  to 
Lawrence  Bishop,  of  New  York's 
Gray,  Seifert  &  Co.,  to  manage.  That 
appears  to  have  been  prudent.  In 
1995  David  Elliman  kept  30%  to  40% 
of  Elmrock's  $95  million  in  assets  in 
cash  and  short-term  investments,  thus 
missing  the  stock  market's  34%  gain. 
Elmrock  now  has  around  $45  million 
in  non- Rockefeller  money. 

Today  he  flatly  states  that  the 
market  is  50%  overpriced.  He  also 
says  his  relationship  with  his  mother 
has  been  forever  marred.  Altogether 
not  a  very  pretty  picture,  financially  or 
emotionally.  H 
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Phonics  is  back.  A  new  study  spon- 
sored by  the  National  Institute  of 
Child  Health  &  Human  Develop- 
ment at  the  University  of  Houston 
concludes  that  phonics  is  the  best  way 
to  teach  reading.  It  turns  out  that 
Johnny  does  best  when  he  compre- 
hends and  when  he  is  drilled  in 
sounds — diphthongs  and  the  like. 

This  is  a  slap  in  the  face  of  the 
education  establishment.  Mainstream 
educators  have  tried  to  discredit  pho- 
nics for  decades,  preferring,  of  late, 
the  so-called  whole-language  philos- 
ophy. Rooted  in  the  do-your- own- 
thing  Zeitgeist  of  the  1960s,  it  em- 
phasizes reading  for  meaning,  rather 
than  learning  to  decode  words. 

California  has  long  been  a  bastion 
of  the  whole-language  approach.  But 
parents  there  were  shocked  by  recent 
reading  test  results  that  placed  their 


kids  last  among  the  nation's  students, 
tied  with  Louisiana.  Now  California 
Governor  Pete  Wilson  and  even  some 
liberals  in  school  policymaking  are 
pushing  phonics  anew.  Last  month 
California  ordered  that  phonics  be 
taught  in  every  first-  and  second- 
grade  classroom  in  the  state.  A  week 
later  Texas  followed  suit. 

The  phonics  revival  in  those  two 
huge  school  markets  may  mean  a  shot 
in  the  arm  for  John  Shanahan,  an 
advertising  jingle  writer  from  Orange 
County,  Calif.  A  decade  ago  Shana- 
han created,  and  partner  John  H. 
Herlihy  funded,  the  Hooked  On  Pho- 
nics tapes.  Started  with  $150,000, 
their  company,  Gateway  Educational 
Products,  grew  to  $1 10  million  a  year 
in  revenues  by  1993. 

With  catchy  little  tunes  that 
matched  repetitive  flash  card  drills, 
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the  Hooked  on  Phonics  system  seemed 
to  help  children  decode  w  ords.  It  was 
an  affront  to  teachers  credentialed  by 
U.S.  schools  of  education,  but  hit  a 
chord  with  parents  who  didn't  think 
teachers  were  teaching  kids  to  read. 
From  1986  to  1995  privately  held 
Gateway  sold  over  2  million  Hooked 
on  Phonics  sets,  at  $250  per  set. 

Gateway  was  harshly  attacked  in 
educational  forums.  But  the  crippling 
blow  was  dealt  in  1994  when  the 
Federal  Trade  Commission  began  in- 
vestigating Gateway's  ads.  In  Decem- 
ber of  that  year  Shanahan  signed  an 
FTC  consent  decree  acknowledging 
unsubstantiated  advertising — a  move 
he  now  says  was  "like  signing  my 
death  warrant.11 

NBC  News'  Dateline  program  piled 
on,  claiming  Gateway's  product  didn't 
work.  William  Lerach,  the  San  Diego 
plaintiffs  lawyer,  cobbled  together  a 
group  of  Gateway  customers  and  sued 
Gateway  for  fraud.  Sales  dropped  50% 
in  the  next  three  months  and  continued 
to  ratchet  down  after  that.  And  die  bad 
publicity  doubled  the  number  of  cus- 
tomers who  demanded  refunds,  to 
43%.  (High  as  that  number  seems,  it's 
still  below  the  50%  average  return  rate 
of  impulse  buyers  who  order  books  and 
records  after  seeing  an  ad  on  TV. ) 

Says  Shanahan:  "We  were  the  ones 
who  stuck  our  necks  out,  and  we  were 
the  ones  the  teaching  establishment 
came  after." 

But  Shanahan  also  made  some  big 
mistakes  in  the  way  he  ran  Gateway. 
Success  in  the  early  years — when 
gross  margins  ran  to  70% — masked  a 
lot  of  problems.  Shanahan  didn't  try 
to  sell  other  products  to  Gateway's  2 
million  customers,  even  though  it  had 
produced  a  Spanish-language  version 
for  bilingual  students.  Nor  did  he  do  a 
good  job  of  policing  Gateway's  in- 
stallment contract  receivables.  In  Oc- 
tober of  last  year  Gateway  filed  for 
bankruptcy  protection. 

Now,  with  phonics  making  a  big 
comeback,  a  team  of  workout  special- 
ists expects  to  get  Gateway's  revenues 
back  to  $9.3  million  this  year  and 
about  $14  million  next  year.  The  still  - 
ebullient  Shanahan  predicts  revenues 
of  $30  million  in  1997.  Gateway's 
Hooked  on  Phonics  advertising  is  way 
up,  and  Gateway  is  licensing  its  name 
for  educational  toys  and  is  in  discus- 
sions with  cram  schools.  Distributors 


Morality 
pays 


While  John  Shanahan 
has  been  having  big  prob- 
lems with  his  Hooked  on 
Phonics  (see  story)  tapes, 
he's  found  a  gold  mine  in 
radio  talk  show  hostess  Dr. 
Laura  Schlessinger. 

From  a  studio  in  Los 
Angeles,  "Dr.  Laura11  (the 
Ph.D.  is  from  Columbia 
University,  in  physiology) 
fields  calls  from  the  mor- 
ally clumsy  and  holds  all  up 
to  withering  scrutiny. 
Premarital  sex?  Better  have 
a  ring  and  a  wedding  date 
first.  Divorce?  Not  when 
there  are  children.  Abor- 
tion? Only  if  the  mother's 
life  is  threatened.  Adul- 
tery? Reread  the  Ten 
Commandments. 

When  a  woman  com- 
plains that  her  new  lover's 
daughter  is  giving  her  a 
hard  time,  Schlessinger 
blasts:  "Face  it,  you're 
the  hussy,  babe,  just  some 
honey  Dad  is  shacking  up 


with  at  the  moment." 

Novsn>eek  and  other 
media  elite  have  snickered 
at  Dr.  Laura's  Victorian 
values.  But  guess  what? 
Morality  sells.  Started 
with  $1  million  in  seed 
capital  from  Shanahan, 
"Dr.  Laura"  is  syndicat- 
ed to  more  than  300  radio 
stations  in  die  U.S.  and 
Canada,  attracting  about  10 
million  listeners  weekly — 
behind  only  mega  yapper 
Rush  Limbaugh.  Ad  spots 
on  "Dr.  Laura1'  now  fetch 
$5,000  a  minute,  fast  ap- 
proaching the  estimated 
$6,000  a  minute  Rush 
Limbaugh  is  getting.  Her  ra- 
dio ad  sales  and  book  royal- 
ties this  year  will  probably 
hit  S7  million,  up  from  $5 
million  last  year. 

"This  isn't  self-help," 
says  Dr.  Laura.  "I  preach, 
teach  and  nag."  And 
make  buckets  of  money. 
—Robert  La  Franco  h 


have  been  signed  up  in  Britain  and 
Korea,  where  English-language  study 
is  a  mini-industry. 

Big  educational  publishers  like 
Harcourt  Brace  and  Macmillan/Mc- 
Graw-Hill  will  soon  start  producing 
new  phonics  materials  for  California 
and  Texas.  Gateway  does  not  have  a 
sales  force  to  compete  with  these 


houses,  but  Shanahan  sees  an  aftermar- 
ket:  As  first-graders  start  to  learn  the  old- 
fashioned  way,  parents  will  see  the  re- 
sults and  will  want  their  older  children, 
passed  over  by  the  system,  to  catch  up. 
Shanahan,  who  has  other  interests  as 
well  (sec  box),  figures  they  will  start 
calling  Gateway's  memorable  number: 

1-800-ABC-DFTG.  Hi 
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Knight-Ridder's  Tony  Ridder  wants  to  catch  Gannett's 

level  of  profitability.  He's  going  about  it 

the  way  his  great-grandfather  might  have  done. 

Chip  off  the 
old  block 

By  Kambiz  Foroohar 


At  55,  Paul  Anthony  Ridder  hasn't 
run  a  marathon  for  ten  years — no  time 
to  train,  he  says — but  he  still  jogs 
several  miles  a  day  to  keep  in  shape. 
He'll  need  to  be  in  shape  to  accom- 
plish the  goal  he  has  set  for  himself:  to 
make  the  company  he  heads,  $2.8 
billion  (revenues)  Knight-Ridder  Inc., 
the  country's  second-largest  newspa- 
per publisher,  into  one  of  the  most 
profitable  companies  in  its  industry. 

Right  now  Tony  Ridder  is  a  long 
way  from  that  goal.  In  Knight-Rid- 
der's stable  of  31  dailies  are  some 
great  names,  among  them  the  Miami 
Herald,  San  Jose  Mercury  News,  Phil- 
adelphia Inquirer,  the  Detroit  Free 
Press.  But  last  year  Knight-Ridder 
newspapers  earned  a  12.5%  operating 
margin,  below  the  14%  newspaper 
industry  average. 

Interviewed  in  his  Miami  office, 
with  its  sweeping  views  of  Biscayne 
Bay,  Ton)'  Ridder  is  quick  to  attribute 
his  company's  subpar  margins  to  the 
long  and  bitter  strike  at  the  Detroit 
Free  Press,  now  in  its  eleventh  month. 
The  company  lost  $46  million  in  De- 
troit in  1995  and  expects  to  lose 
another  $20  million  this  year. 

Okay,  but  even  excluding  the  De- 
troit losses,  Knight-Ridder's  net  mar- 
gin would  have  been  1 5 .9%  last  year — 
a  long  way  below  the  22%  profit 
margin  earned  by  Gannett  Co.,  the 
nation's  largest  publisher. 

Forbes  asks  Ridder:  Can  Knight- 
Ridder  achieve  Gannett  levels  of  prof- 
itability? Ridder  grins.  Yes,  he  says,  it 
can  be  done,  and  it  will  be  done.  It  will 
be  done  the  old-fashioned  way:  by 
producing  local  newspapers  that  con- 
nect with  their  readers. 

Tony    Ridder's  great-grandfather 


Herman  Ridder  put  the  family  into 
newspapers  in  1892.  Tony  Ridder  is 
the  first  Ridder  family  member  to  run 
Knight-Ridder  since  the  Knight  fam- 
ily merged  their  newspaper  chain  with 
the  Ridders'  in  1974.  He  has  printer's 
ink  in  his  veins.  That,  and  an  inherited 
belief  that  what  local  newspapers 
should  do  is  cover  things  their  readers 
are  interested  in:  local  business,  sports, 
city  hall,  weddings. 

Bosnia?  The  latest  gatt  talks?  The 
federal  budget  debate?  Ridder  is  hap- 
py to  let  the  New  York  Times  and  the 
Wall  Street  Journal  and  Peter  Jen- 
nings tackle  those  stories. 
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If  the  Miami  Herald  has  foreign 
correspondents,  they'll  be  in  Latin 
America  or  Canada;  the  Herald  sells  to 
many  Canadians  who  winter  in  the 
Miami  area  and  many  Hispanic  readers. 

Tony  Ridder  began  his  career  as  a 
reporter  and  later  served  in  ad  sales 
and  accounts,  before  becoming  pub- 
lisher of  the  San  Jose  Mercury  News  in 
1977.  At  the  Mercury  News  he  de- 
manded blanket  coverage  of  Silicon 
Valley,  making  his  paper  must-read- 
ing throughout  the  area's  fast-grow- 
ing high-tech  community. 

The  go-local  strategy  paid  off.  Dur- 
ing his  nine-year  tenure  in  San  Jose, 


Knight-Ridder's 
Anthony  Ridder 
His  Miami  Herald 
reporters  have 
been  given  a  list 
of  nine  areas 
management 
wants  covered. 
Presidential 
politics  and 
international 
events  aren't 
on  the  list. 


Ridder  doubled  the  news  staff  and 
also  doubled  circulation  to  280,000, 
and  snared  a  Pulitzer  Prize  in  the 
process.  Although  it  competes  in  the 
country's  thirty-first-largest  market, 
the  Mercury  News  carried  more  col- 
umn inches  of  advertising  last  year 
than  Knight-Ridder's  Philadelphia 
Inquirer,  which  serves  the  nation's 
fourth-largest  market. 

After  returning  to  Knight- Ridder's 
Miami  headc]uarters  in  1986,  Ridder 
was  named  president  in  1989.  He 
won  the  top  job  last  year  after  his 
predecessor,  James  Batten,  fell  ill  (he 
died  last  June). 

Once  in  charge,  Ridder  decided  to 
refocus  Knight-Ridder's  full  atten- 
tion on  its  newspaper  business.  This 
meant  extracting  the  company  from 
several  expensive  and  moneylosing 
electronic  media  projects  it  had  in- 
vested in  starting  in  the  late  1970s. 
Last  July  Ridder  closed  the  firm's 
Information  Design  Lab,  based  in 
Boulder,  Colo.,  which  never  deliv- 
ered on  its  promise  of  a  flat-panel 
electronic  newspaper.  Early  this  year 
he  sold  Knight- Ridder's  TKR  cable 
operations,  with  some  400,000  sub- 
scribers, to  John  Malone's  TCI  for 
$420  million,  cash  and  stock. 

Last  month  Ridder  pulled  the  plug 
on  Knight-Ridder  Financial,  a  news 
service  that  provided  real-time  finan- 
cial news  on  equities,  currencies  and 
commodities.  It  was  sold  for  $275 
million  (only  11  times  cash  flow)  to 
Global  Financial  Information  Corp. 
Not  long  ago  K.RF  was  touted  as  a  vital 
part  of  Knight-Ridder's  plans  to  grow 
beyond  newspapers.  But  it  could  not 
compete  with  Reuters  and  Dow  Jones 
Telerate,  and  was  overtaken  by 
Bloomberg's  niche  strategy  of  serving 
traders.  "Bloomberg  went  about  it  in 
a  smarter  way  than  we  did,"  says 
Ridder  matter-of-factly. 

Ridder  still  has  a  toe  in  electronic 
media:  Knight-Ridder's  news  retriev- 
al service,  Dialog,  accounts  for  17%  of 
its  revenues,  and  Ridder  says  all  31  of 
his  papers  will  be  available  on-line  by 
the  end  of  1996  (currently  only  the 
San  Jose  Mercury  News  is).  But  says 
Ridder:  "I  see  us  growing  by  our 
newspapers." 

Under  Ridder,  the  publishers  of  the 
company's  newspapers  are  all  under 
pressure  to  do  what  he  did  at  the  San 
Jose  Mercury  News:  focus  on  local 


news.  This  is  not  so  much  to  cut  costs 
(although  there  will  be  savings  as  600 
jobs  are  axed  in  Miami  and  Philadel- 
phia) as  to  increase  revenues  by  mak- 
ing the  papers  more  compelling  to 
their  readers,  and  hence  their  adver- 
tisers. At  the  flagship  Miami  Herald, 
for  example,  reporters  have  been  giv- 
en a  list  of  nine  areas  management 
w  ants  covered,  among  them  schools, 
crime  and  local  government.  Not  on 
the  list:  presidential  politics  and  inter- 
national events. 

To  prod  Knight- Ridder's  operating 
margins  towards  rival  Gannett's  22% 
level,  Tony  Ridder  has  set  some  ambi- 
tious targets  for  each  of  his  publishers. 
He  has,  for  example,  raised  the  operat- 
ing margin  target  at  the  Philadelphia 
Inquirer  and  the  Philadelphia  Daily 
News  (they're  run  as  one  entity)  from 
last  year's  8%  to  12%  this  year,  and  to 
1 5%  by  1997.  At  the  Miami  Herald,  for 
long  the  company's  most  profitable 
paper,  the  target  has  been  raised  to  18% 
from  16%. 

Last  October  Tony  Ridder  made 
his  first  big  acquisition.  He  paid  $360 
million  for — you  guessed  it — some 
local  newspapers:  a  chain  of  four  small 
dailies  covering  the  northeast  San 
Francisco  Bay  area.  With  the  papers, 
Knight-Ridder  is  now  solidly  en- 
trenched in  an  affluent  part  of  Califor- 
nia where  the  number  of  households 
is  expected  to  grow  35%  by  the  year 
2010.  Some  of  the  cash  for  the  pur- 
chase of  these  local  papers  came  from 
Knight-Ridder's  sale  of  the  Journal  of 
Commerce  for  $115  million  to  Brit- 
ain's Economist  Group. 

Ridder's  belief  that  profits  are  as 
important  as  Pulitzer  Prizes  has  not 
endeared  him  in  Knight-Ridder's 
newsrooms,  where  he  is  disparagingly 
referred  to  as  "Darth  Ridder."  Wall 
Street,  on  the  other  hand,  has  ap- 
plauded Ridder's  every  move.  For  a 
decade,  from  1985  until  1995, 
Knight-Ridder's  stock  hardly 
budged.  But  in  the  year  since  Ridder 
took  over,  the  stock  has  climbed  38%, 
to  a  recent  76V2.  Prudential  Securities 
analyst  James  Marsh  thinks  it  will 
continue  to  climb,  and  Tony  Ridder 
does  not  disagree. 

"Newspapers  are  far  and  away  the 
leading  source  of  news,  information 
and  advertising  in  virtually  every  place 
we  do  business,"  Ridder  says.  "This  is 
a  good  business  if  we're  smart."  H 
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The  right  to  he  wrong 


BY  THOMAS  SOWELL 


Dr.  Thomas  Sowell  is 
an  economist 
and  a  senior  fellow  at 
the  Hoover  Institution 
in  Stanford,  Calif. 


One  of  the  dullest  students  I  met  when  I 
was  an  undergraduate  at  Harvard  back  in  the 
1950s  was  the  offspring  of  a  distinguished  New 
England  family.  Others  also  noticed  that  he  was 
out  of  his  league  intellectually,  and  some  ex- 
pressed the  belief  that  he  would  never  have  been 
admitted  if  his  forebears  had  not  (1)  gone  to 
Harvard  and  (2)  contributed  money  to  Harvard. 

While  this  did  not  seem  just,  in  the  cosmic 
scheme  of  things,  nevertheless  I  wondered  if  I 
would  have  been  going  to  Harvard  on  a  schol- 
arship if  people  like  his  family  had  not  supplied 
the  money.  Beyond  that,  however,  Harvard 
was  looking  out  for  number  one,  as  it  had  every 
right  to  do. 

In  the  controversies  and  litigation  that  have 
swirled  around  college  admissions  in  the  decades 
since  then,  the  emphasis  has  been  on  what 
admissions  decisions  and  policies  should  be,  not 
on  who  had  a  right  to  decide  what  those  deci- 
sions and  policies  should  be.  But  here,  as  with  so 
many  other  issues,  the  most  important  deci- 
sion is  who  should  make  the  deeision — and  the 
most  important  right  is  the  right  to  be  wrong. 
If  you  are  free  only  when  others  think  you  are 
right,  then  you  are  not  free  at  all. 

For  state  universities,  a  case  can  be  made  for 
legal  and  constitutional  restrictions  on  the  free- 
dom of  decision  -makers,  for  they  are  essential- 
ly state  officials  wielding  the  power  of  govern- 
ment under  constitutional  constraints.  But 
private  decision-makers  in  institutions  that  suf- 
fer the  consequences  of  being  wrong  are  an- 
other story  entirely. 

Breaking  down  the  distinction  between 
governmental  actions  and  private  actions  has 
been  one  of  the  tragic  consequences  of  at- 
tempts to  expand  the  concept  of  "civil  rights,, 
far  beyond  its  original  meaning  as  the  rights  of 
citizens.  While  even'  American  citizen  has  a 
right  to  equal  treatment  from  the  govern- 
ment, I  was  not  a  citizen  of  Harvard  because 
Harvard  has  no  citizens. 

Restaurants  have  no  citizens.  Neither  do 
movie  houses,  filling  stations  or  shopping  malls. 
Yet  the  mindless  application  of  political  rights 
to  nonpolitical  institutions  has  swamped  the  fed- 
eral judiciary  with  issues  that  do  not  belong  in 
court  in  the  first  place.  These  include  not  only 
racial  issues  but  issues  involving  the  "right"  to 
trespass  on  private  property  in  shopping  malls  to 
hand  out  leaflets  or  hold  demonstrations. 

Far  worse  than  the  effects  of  this  avalanche  of 
litigation  on  the  courts  themselves  has  been  the 


effect  of  these  courts  in  destroying  the  autono- 
my and  integrity  of  institutions  and  the  freedom 
and  dignity  of  individuals.  Far  from  being  guard- 
ians of  a  framework  of  law  within  which  individ- 
uals have  freedom  to  make  their  own  decisions, 
judges  have  become  roving  second-guessers,  im- 
posing their  own  social  visions  and  personal 
crotchets,  mocking  the  very  meaning  of  law. 

To  me,  preferential  treatment  for  any  group  is 
ill  -advised — but  my  still  stronger  conviction  is  that 
people  have  a  right  to  do  ill-advised  things  if 
they  pay  the  consequences  of  being  wrong. 

One  of  the  weighty  reasons  for  subjecting 
political  authorities  to  stringent  constitutional 
limitations  is  that  these  authorities  do  not  pay 
the  costs  created  by  their  decisions.  That  is  why 
governments  have  tended  to  be  the  most 
discriminatory  institutions  in  countries  around 
the  world. 

When  advocates  of  affirmative  action  claim 
that  the  ending  of  this  policy  will  set  us  back  to 
the  days  when  there  were  no  black  policemen 
or  firemen  in  many  communities  and  when 
blacks  had  to  sit  in  the  backs  of  buses,  they  are 
usually  citing  things  that  were  a  direct  result  of 
government  decision-making. 

When  law  professor  Richard  Epstein  made 
the  case  for  the  repeal  of  antidiscrimination 
laws — not  just  affirmative  action  laws — he  nev- 
ertheless thought  that  such  laws  should  be  re- 
tained for  government  because  the  market's 
imposition  of  costs  on  discriminators  is  lacking. 

Those  who  doubt  that  market  pressures  are 
effective  against  discrimination  in  a  racist  society 
need  only  study  the  history  of  South  Africa 
under  white  minority  rule.  Throughout  this 
long  era,  South  Africa  surely  qualified  as  a 
racist  society,  but  government-imposed  policies 
of  discrimination  against  blacks  were  evaded 
and  defied  for  generations  by  all  sorts  of  white 
South  African  businesses  operating  under 
competitive  market  conditions. 

There  are  of  course  gray  areas  between  gov- 
ernment and  the  competitive  market — heavily 
regulated  public  utilities  or  non-profit  organi- 
zations such  as  universities,  hospitals  and  foun- 
dations, for  example.  Not  being  subject  to  the 
discipline  of  the  marketplace,  these  kinds  of 
organizations  were  also  among  the  most  dis- 
criminatory employers  before  the  civil  rights 
revolution  that  began  in  the  1950s. 

Today  such  organizations  are  in  the  fore- 
front of  those  practicing  affirmative  action — 
and  for  the  same  reason  that  had  them  in  the 
forefront  of  those  practicing  racial  discrimina- 
tion in  earlier  years:  It  costs  them  nothing.  ■■ 
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The  Bombay  Sapphire  Martini.  As  Envisioned  by  Michael  Graves. 

POU     R  SOMETHING  PRICELESS. 

Bombay*  Sapphire™  Gin.  47%  alc/vol  (94  Proof).  100%  grain  neutral  spirita.  ©1992  Carillon  Importers,  Ltd..  Teaneck.  N.J.  ©1992  Michael  Graves. 


It's  1894.  You've  got  a 


interview. 


GIDDYUR 


There  was  a  time  when  a  man  couldn't 
chase  his  dreams  any  further  than  a 
good  horse  could  carry  him. 
When  a  woman  who  wanted  to  go 
somewhere,  other  than  the  kitchen, 
had  no  way  to  get  there. 
Driving  changed  all  that. 
It  frees  us  from  the  constraints  of  place. 
We  go  where  we  want,  when  we  want. 
And  if  we  hit  a  red  light,  we  know  more 
surely  than  we  know  most  things  in  life, 
it  will  soon  turn  green. 


GM  vehicles 
with  saddle-leatlwr 
upholstery  available: 

Cadillac 
DeVille  Concours 

Buick  Riviera 
Oldsmobile  Aurora 
GM  vehicles  tfiat  can 
pull  a  4-horse  trailer: 
GMC  Suburban 
Chevy  C/K  Pickup 
GM  vehicles  suited  for 
your  job  interviews: 

Geo  Prizm 
Pontiac  Bonneville 

http://www.gm.com 


Tomorrow. 


Two  years  ago  KeyCorp's  Robert  Gillespie 
promised  more  than  he  was  able  to  deliver. 
Now  the  scale  may  be  tilting  the-  other  way. 

Behavior 
modification 


By  hi  net  Novack 


In  MAR(  h  1994  Robert  W.  Gillespie 
merged  his  Cleveland-based  Society 
Corp.  bank  with  Victor  Riley  Jr.'s 
Albany-based  KeyCorp.  The  two 
bankers  promised  that  their  new  $60 
billion  (assets)  KeyCorp  would  enjoy 
tremendous  synergies  that  would  fuel 
strong  earnings  growth  and  produce  a 
bank  with  $  1 00  billion  in  assets  by  the 
end  of  the  decade. 

They  overpromised.  Rather  than 
grow  smartly,  the  new  KeyCorp's 
earnings  fell  3%  last  year,  to  S825 
million.  (Earnings  per  share  were  flat 
at  $3.45  a  share  because  Key  has  been 
buying  in  shares.)  Key  earned  1.24% 
on  its  $66  billion  in  assets  and  17%  on 
equity — decent  but  nowhere  near  the 


KeyCorp's  Robert  Gillespie 

Can  branch  employees  be  salespeople? 


2%  on  assets  and  30%  on  equity  at 
well-managed  Wells  Fargo. 

Wall  Street  has  not  appreciated  this 
disappointing  performance.  Trading 
recently  at  40,  KeyCorp's  shares  are 
up  only  23%  from  when  the  merger 
was  announced.  Over  the  same  peri- 
od, banks  with  assets  over  $10  billion 
have  appreciated  by  90%,  on  average, 
according  to  snl  Securities. 

Where  did  Gillespie  and  Riley  go 
wrong?  "We  hadn't  really  realized  the 
obsolescence  of  the  old  community 
bank,"  admits  Gillespie,  52,  who  was 
named  KeyCorp's  chief  executive  of- 


ficer when  Riley,  64,  retired  ahead  of 
schedule  last  fall. 

When  he  says  "community  bank," 
Gillespie  means  branch  bank.  Key- 
Corp has  1,284  branches  in  14  north- 
ern states.  Taken  together,  these 
branches  employ  37%  of  KeyCorp's 
30,000  employees.  The  division 
earned  just  15%  on  equity  in  1995, 
compared  with  24%  for  Key's  corpo- 
rate banking  unit. 

To  regain  his  credibility  on  Wall 
Street,  Gillespie  must  make  the 
branches  more  profitable.  He  plans  to 
close  about  200  of  the  least  profitable 
branches  over  the  next  two  years,  and 
promote  cheaper-per-transaction 
telephone  and  ATM  banking. 

But  this  is  only  a  down  payment  on 
turning  the  branches  around.  Says 
Robert  Jones,  39,  KeyCorp's  heavy- 
set  executive  vice  president  for  com- 
munity banking:  "You  can  slash  and 
burn  [the  branches]  and  improve  [re- 
sults] in  the  short  term,  but  to  me 
those  exercises  are  like  dieting.  I  could 
lose  40  pounds  in  the  next  six  months. 
But  until  I  change  my  behavior,  I'm 
going  to  gain  that  40  pounds  back. 
We  have  to  change  the  behavior  of  the 
community  bank  in  order  to  generate 
revenues." 

Gillespie  has  two  interrelated  strat- 
egies for  modifying  the  branches'  be- 
havior. First,  he  plans  to  turn  branch 
employees  into  energetic  salespeople 
who  can  hawk  loans  and  peddle  CDs, 
mutual  funds,  insurance  and  other 
financial  products  to  savings-con- 
scious baby  boomers. 

Changing  the  behavior  of  1 1 ,000 
branch  banking  employees  will  be  no 
easy  task,  but  Gillespie  has  no  choice 
but  to  try.  He  concedes  that  if  Key- 
Corp cannot  generate  strong  internal 
earnings  growth,  the  bank  may  be 
vulnerable  to  a  takeover. 

The  branch  salespeople  will  special- 
ize in  different  demographic  or  busi- 
ness market  segments.  KeyCorp  has 
divided  its  3.3  million  branch-based 
customers  into  various  subgroups. 
Some  of  the  branches'  salespeople  will 
handle  older  folks,  others  small  busi- 
ness owners.  Still  others  will  service 
the  "emerging  affluents" — younger 
folks  with  S100,000-plus  in  annual 
household  income.  KeyCorp  is  push- 
ing its  branch  specialists  who  serve 
even  wealthier  customers,  those  with 
over  $250,000  in  liquid  assets,  to 
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Other  airlines  Should  Give 
iheir  Frequent  Flyer  Programs 
more  Accurate  Names. 
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Just  Like  We  Did. 


RaPid' Rewards 

06/87  ,,„. 


The  Company  Club*  has  always  given  you  rapid  rewards. 
So  we  thought  why  not  change  the  name  to  Rapid  Rewards?  And  that's  just  what  we  did. 
You  see,  on  most  airlines  you  must  earn  at  least  25,000  miles  before  you  ever  see  the  carrot  at  the  end  of  the  stick. 
On  Southwest  Airlines  you  get  a  free  roundtrip  after  making  just  eight  short  roundtrips  within 
12  consecutive  months.  We  don't  count  miles  since  most  of  our  flights  are  so  short.  But  if  we  did, 
it  would  only  take  an  average  of  8,336  miles  before  you  earned  a  freebie. 
The  fastest  way  to  free  travel -and  now  a  name  that  really  says  so:  Rapid  Rewards. 
It  has  a  nice  ring  to  it,  don't  you  think? 


SOUTHWEST 
AIRLINES 

©1996  Southwest  Airlines  Co. 
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EPSON 

Stylus 

Pro 


PSON  STYLUS  PRO. THE  WORLD'S  BEST  COLOR  INK  JET  PRINTER. That's  no  overstatement.  Why?  Because  of  features  like 
true  720x720  dpi  for  amazing  Photo  Quality  color  printing  on  transparencies,  envelopes- 


C ALL  1  800  GO  EPSON 


ASK  FOR  OPERATOR  3100 


irtually  any  media.  Superior  ink  jet  technology  for  a  cleaner,  more  consistent  dot  pattern.  PC  and  Mac  compatibility, 
nd  of  course,  dazzling  color.  Epson  Color.  Best  of  all,  the  STYLUS  PRO  is  easy  to  use  and  at  about  $459,  also  pretty 
iasy  to  afford.  So  now,  there's  no  reason  why  all  your  documents  should  be  anything  less  than,  well... brilliant. 


YOU'VE  GOT  TO  SEE  IT  IN 


EPSON 


COLOR 


]\Y 


IKpf  Based  on  research  conducted  by  MacWorld  Magazine  and  Home  Office  Computing,  independent  ratings  reports  awarded  the  Epson  Stylus  Pro  the  highest  rating  in  its  class  Street  price  may  vary 
^fOff    Epson  and  Epson  Stylus  are  registered  trademarks  of  Seiko  Epson  Corp  All  other  trademarks  are  the  property  of  their  respective  owners  ©  1996  Epson  America,  Inc  http://www.epson.com. 


The  Cross  Townsend. 

Because  achievement 
should  he  rememhered 
wi      some  thing  that 
won't  he  forgotten. 


TheC  ross  Townsend 
writing  instrument 
features  an  elegant 
wide-diameter  design 
and  comes  in  a  variety 
of  finely  crafted  finiskes. 

Present  it  with  your 
company  emblem,  an  engraved 
logo  or  with  the  recipient's 
engraved  name  or  signature. 


Unquestioned  Lifetime  Mechanical  Guarantee. 

For  a  gift  catalogue,  call  1-800-24 1-826Q, 
or  write  to  A.T.  Cross  Company, 
One  Albion  Road,  Lincoln,  RI  02865 


become  certified  financial  planners. 

Gillespie's  second  strategy  calls  for 
investing  heavily  in  state-of-the-art 
database  mining  technology.  This 
technology  helps  the  marketers  at 
KeyCorp's  Cleveland  headquarters 
determine  which  customers  should  be 
mailed  which  product  pitches,  and 
when.  It  also  enables  KeyCorp  to 
cross-sell  its  products.  Example:  Key- 
Corp's very  profitable  consumer  fi- 
nance unit,  $11  billion  (assets)  Key- 
Bank  USA,  has  automobile,  marine 
and  student  loans  outstanding  to 
850,000  customers  who  aren't  cus- 
tomers of  KeyCorp's  branches.  Key- 


neer  who  spent  seven  years  at  Ameri- 
can Express  Co.,  to  be  Key's  market- 
ing chief.  Cone,  one  of  three  non- 
bankers  on  KeyCorp's  nine-man 
management  committee,  oversees  a 
SI 00  million  marketing  budget  this 
year,  double  1994's  level. 

How's  it  all  going?  Too  soon  to 
know  for  sure,  but  the  early  indica- 
tions are  promising.  The  26  branches 
in  KeyCorp's  Columbus,  Ohio  area 
began  retraining  their  staffers  last 
summer.  In  April  they  closed  129% 
more  consumer  and  small  business 
loans  than  the  year  before,  and  sold 
173%  more  investment  products.  In 


Stephen  Cone, 
KeyCorp's  chief 
marketing  officer 
He's  pushing 
data  mining 
and  a  bigger  mar- 
keting budget. 


Corp  marketers  have  begun  selling 
these  customers  products  by  mail.  In 
one  recent  test,  11%  of  those  who  had 
recently  gotten  Key  car  loans  took  a 
KeyCorp  credit  card,  too. 

By  late  1997,  Gillespie  hopes,  the 
two  strategies — specialized  selling  in 
the  branches,  data  mining  in  Cleve- 
land— will  come  together.  An  exam- 
ple: A  branch  specialist  might  get  a 
sales  alert  on  her  PC:  Call  your  cus- 
tomer John  Smith,  who  is  about  to 
pay  off  his  auto  loan  and  has  gotten  a 
mailing  from  Cleveland's  data  miners 
suggesting  he  salt  the  cash  away  in  a 
KeyCorp  mutual  fund  for  his  kids' 
college  tuition  instead. 

To  help  him  get  the  word  out  about 
KeyCorp's  new  products  and  sales 
teams,  Gillespie  recruited  Stephen 
Cone,  46,  a  database  marketing  pio- 


addition,  ATM  transactions  were  up 
24%;  teller  transactions  down  10%. 
"Those  results  are  pretty  intoxicating 
stuff,"  Gillespie  beams. 

But  he  isn't  letting  them  go  to  his 
head.  Having  disappointed  Wall 
Street  once  with  overly  optimistic 
forecasts,  Gillespie  would  now  rather 
underpromise  and  overdeliver.  Key- 
Corp's financial  officers  say  that  in 
1996  the  bank  will  earn  around  $3.70 
a  share,  a  7%  gain  over  1995  and  at  the 
lowe'r  end  of  analysts'  estimates. 

"We  aren't  going  to  just  dummy  up 
a  number  so  we  can  look  like  we're 
further  down  the  road  than  we  are," 
says  Gillespie.  "We're  redesigning  the 
basic  competitiveness  of  our  compa- 
nv."  But  Gillespie  predicts  that  start- 
ing in  1997  earnings  will  begin  to 
grow  at  double-digit  rates.  WM 
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Around  the  world  in  24  hours.  i 

CO 

Geographique.  s 


The  world  has  never 
seen  a  watch  quite 
like  the  mechanical 
Geographique 
before:  fashioned 
in  18  k  gold,  it  auto- 
matically shows 
the  local  time  and 
date  as  well  as  the 
time  in  every  other 
zone  around  the 
world.  a  masterpiece 
of  such  distinction, 
which  even  features 
a  maintaining  power 
display,  could  only 
come  from  the 
craftsmen  of 
jaeger-lecoultre, 
the  watchmaker 
with  160  years  of 
tradition. 


Setting  new  standards 
in  simplicity.  turn  the 
lefthand  crown  until 
one  of  the  24  cities  is 
at  the  top  and  the  hands 
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ON  THE  LOWER  TWO  DIALS 
WILL  AUTOMATICALLY  SHOW 
LOCAL  TIME  IN  THAT  PAR- 
TICULAR TIME  ZONE. 


«Jaeger-leCoultrp» 


JAEGER-LeCoULTRE'S  WATCHMAKING  MASTERPIECES  AND  THEIR  HISTORY  ARE  REVEALED 
IN  THE  COMPANY'S  200-PAGE  LUXURY  CATALOG.  FOR  A  FREE  COPY,  CONTACT:  JAEGER-LECOULTRE, 

P.O.  Box  1608,  Winchester,  VA  22604,  Telephone:  (800)  jlc-time. 


Let  them  eat 
equity  build-up 


BY  JOHN  RUTLEDGE 


John  Rutledge  is  an 
economist  and  chair- 
man of  Rutledge  & 
Co.,  a  merchant  bank  in 
Greenwich,  Conn. 
His  E-mail  address  is 
rutledgeco@aol.com 


I  LOVE  TO  GET  MAIL  from  FORBES  readers.  They 
tell  me  about  their  companies,  ask  for  help  with 
specific  business  problems  and  occasionally 
give  me  a  well-earned  thump  when  I  make  an 
error.  For  me,  it  is  a  real-time  laboratory  of 
business  economics  and  finance,  a  chance  to  see 
what  is  working  and  what  the  most  astute 
business  owners  and  investors  in  the  world  are 
thinking  about. 

Judging  from  my  recent  E-mail  (I  get  four 
or  five  a  night  and  try  to  answer  them  right 
away),  the  topic  on  most  people's  minds  today 
is  how  to  manage  employees  in  a  rapidly  grow- 
ing business,  and  how  to  compensate  them 
properly.  This  is  a  high-class  problem,  of  course. 
Based  on  personal  experience,  I  can  tell  you 
that  a  growing  business  beats  a  shrinking  busi- 
ness any  day.  But  it  is  a  problem.  The  excesses, 
stopgap  measures  and  waste  built  into  growing 
companies  are  hard  to  purge  when  growth 
slows,  as  it  always  does. 

One  chief  executive  E-mailed  me  that  his 
business  was  growing  so  fast  he  was  having  diffi- 
culty finding  and  hiring  the  right  people.  He 
thought  it  was  time  to  add  a  new  division  and 
had  found  a  person  with  the  perfect  skills  and 
experience  for  the  job.  The  trouble  was  the  new 
guy  lived  500  miles  away,  didn't  want  to 
move,  wanted  20%  of  the  equity  in  the  firm  and 
didn't  want  to  put  up  any  capital  of  his  own. 
Should  the  chief  executive  situate  the  new  divi- 
sion to  accommodate  the  manager? 

Not  a  chance,  I  replied.  Small,  growing 
companies  need  tight  teamwork,  committed 


Each  year,  calculate  how  much  the 
value  of  the  firm's  equity  has  grown 
over  the  previous  year,  and  slice  off  a 
piece  for  the  employees. 


people  and  close  communications,  not  prima 
donna  managers.  I  am  a  fan  of  keeping  evervone 
in  a  small  company  in  a  single  location  where 
the)  can  see  each  other  work.  (We  built  our  own 
office  with  glass  walls  around  an  open  central 
working  area  for  this  reason. )  Besides,  enthusi- 
asm, character  and  work  ethic  are  much  more 
scarce  and  valuable  than  skills  and  experience.  If 


this  were  the  right  guy,  he  would  move  to  the 
South  Pole  for  the  opportunity  to  make  a  differ- 
ence in  the  company. 

I  also  believe  that  stock  should  never  be 
given  away — period.  It  should  be  earned,  based 
upon  value  created  for  shareholders.  If  the 
candidate  really  believed  in  the  future  of  the 
business,  he  would  be  happy  to  buy  stock, 
even  if  he  had  to  borrow  the  money  to  do  it. 

My  partner  Jerry  St.  Dennis  and  I  recently 
ran  into  this  problem  ourselves  when  the  chief 
executive  of  a  company  we  were  negotiating 
to  buy  told  us  he  was  not  interested  in  rolling 
over  his  current  investment  in  the  company  to 
buy  new  shares.  Yellow-light  time.  It  didn't  take 
long  to  discover  there  were  serious  problems 
with  the  business.  We  said  no  thanks. 

Another  chief  executive  E-mailed  in  to  say 
he  was  sorry  he  gave  out  free  stock  to  key  manag- 
ers in  the  form  of  options  with  a  low  strike 
price  in  the  early  days  of  his  very  successful 
company.  Owning  free  stock  did  little  to  pro- 
mote respect  for  equity,  as  he  had  hoped,  and 
some  key  managers  were  cashing  in  their  stock 
and  leaving  the  company  now,  just  when  he 
needed  them  most. 

Part  of  the  answer  to  the  compensation 
problem  is  options  with  rising  strike  prices  to 
reflect  the  opportunity  cost  of  investors'  eq- 
uity, as  I  wrote  in  my  Apr.  22  column.  Alterna- 
tively, owners  can  create  an  annual  cash  bo- 
nus pool  designed  to  share  with  employees  a 
percentage  of  the  increase  in  the  equity  value 
of  the  firm  over  the  previous  year.  The  firm 
doesn't  need  to  be  public  to  do  this.  Just  pick 
a  simple  proxy  for  equity  value — say,  five  times 
earnings  before  interest,  taxes,  depreciation 
and  amortization  of  goodwill,  less  debt.  Then, 
at  the  end  of  each  year,  calculate  how  much 
the  value  of  the  firm's  equity  has  grown  over 
the  previous  year  and  slice  off  a  piece  for 
the  employees. 

To  make  it  work,  this  program  must  be 
meaningful  to  employees.  For  example,  it  should 
amount  to  50%  of  their  base  pay  if  they  really 
lenock  the  lights  out.  It  should  not  impose  caps 
on  bonuses.  And  the  method  used  to  calculate 
equity  value  must  be  simple,  announced  well  in 
advance  and  never  changed.  Otherwise,  em- 
ployees will  think  owners  are  playing  games  with 
the  numbers,  which  will  destroy  the  trust  and 
incentives  the  program  was  set  up  to  create. 

Bottom  line:  Trained  and  committed  peo- 
ple are  capital,  too;  in  most  cases,  more  impor- 
tant to  your  company  than  the  machines  and 
the  brick-and-mortar  investments  I  usually 
write  about.  If  you're  an  entrepreneur  or  se- 
nior manager,  you  are  not  doing  your  job  unless 
you're  constantly  thinking  about  how  to  keep 
your  people  excited  as  your  company  grows. 

Keep  those  E-letters  coining.  Hi 
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We  didn't  invent  managed  care. 
We  reinvented  it. 


Managed  health  care  isn't  a  recent  brainstorm.  It's  been  around  for 
fifty  years  -  long  enough  for  a  few  cobwebs  to  grow  on  the  concept. 
Which  may  be  why  United  HealthCare  has  grown  to  be  one  of  the 
largest  health  care  management  services  companies  in  America  -  by 
quietly  revolutionizing  the  industry. 

We  did  it  not  just  by  managing  care,  but  by  managing  information. 
It's  a  concept  we  call  "shared  intelligence"-  the  idea  that,  by  constantly 
analyzing  our  ten  million  patient-years  of  data,  we  can  consistently  improve 
our  services.  Over  the  years,  that  philosophy  has  enabled  us  to  assist  our 
participating  providers  to  increase  the  use  of  lifesaving  drug  treatments  for 
cardiac  patients.  To  decrease  blindness  among  diabetics.  Even  to  raise  the 
life  expectancy  of  transplant  patients  while  reducing  transplant  costs. 

That  sea  of  information  is  also  the  basis  for  some  of  the  most  innovative 
health  programs  in  the  business.  From  HMOs  to  PPOs  to  an  affordable  and 
flexible  concept  called  Open  Access  that  keeps  both  patients  and  employers 
happy  with  more  freedom  and  better  cost  containment. 
In  other  words,  health  care  that's  designed  not  just  to  conform  to  industry 
standards,  but  to  appeal  to  the  most  fundamental  human  standards,  as  well. 

UNiTEDhealthcare8" 

http://www.uhc.com 


An  analysis  of  a 
sampling  of  our 
immunization  data  showed  that 
less  than  70%  of  our  enrolled 
toddlers  Were  receiving  proper 
immunizations.  A  new  program 
informing  parents  and  doctors  of 
this  lapse  raised  the  immunization 
rate  to  more  than  80%. 


USE  TRAFlt 
TO  CATCH  j 


THE  NEW 

TAURUS 


The  traffic  light  has  just  given  you  its  blessing  to  unleash  the  new  SHO 
235-hp,  32-valve,  3.4-liter  V-8  engine.  The  SHO's  new  ZF  steering  an 
ride-adaptive  suspension  put  the  road  exactly  where  you  want  it.  Lool 
like  you'll  have  to  wait  till  the  next  red  light  to  lower  your  heart  rat 


J 


C  LIGHTS 
)UR  BREATH. 


ieb  Site:  http://WWW.ford.COm.  *0ffer  expires  8/31/96  Void  where  prohibited 


TOO  BAD  YOU'L 
THE  EDGE  O 


It's  a  shame,  really.  All  those  lavish  refinements  and  there  you  are,  heai 
and  soul  poised  on  the  front  third  of  the  seat.  The  thrill  of  driving  th 
new  SHO  just  may  keep  you  from  fully  appreciating  its  luxurioi 
accommodations.  Hey,  maybe  you'll  get  lucky  and  find  a  traffic  jail 


THE  NEW 

TAURUS 


DNLY  BE  USING 
□HE  SEAT 


w3 1- drive  the  exciting  new  Taurus  SHO  and  discover  how  you  can 
tin  a  trip  to  the  SHO  School  of  Advanced  Driving!  For  a  free  video 
n  sweepstakes  entry  form  and  rules,  call  1-800-TEST-96-SHO. 
i\b  Site:  http://www.ford.com. 


HAVE  YOU  DRIVEN 
A  FORE)  LATELY? 


"Offer  expires  8/31/96  Void  where  prohibited 


Discovery  Zone  was  a  good  idea  badly  executed. 
Can  a  Disney  alumna  set  it  to  rights? 


Disaster  zone  ? 


By  Lisa  Gubernick 

Little  Joey  Albarelli  is  celebrating 
his  fifth  birthday  at  the  Paramus,  N.J. 
Discovery  Zone — and  having  the 
time  of  his  life  at  the  indoor  play- 
ground. His  thumb  is  dug  deep  into 
his  chocolate  birthday  cake,  and  he's 


about  to  head  out  of  the  birthday 
room  back  to  the  40-foot  maze  of 
tubes  and  slides. 

The  business  was  founded  in  1989 
by  Ronald  Matsch,  a  Kansas  City,  Mo. 
gymnastics  coach  who  figured  harried 


parents — particularly  on  rainy  days — 
would  happily  pay  for  a  clean,  safe, 
indoor  play  area  filled  with  games, 
mazes  and  climbing  areas. 

However  much  little  Joey  may  have 
enjoyed  himself,  Discovery  Zone's 
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The  New  Standard 
Isn't  Gold. 


And  it's  like  no  credit  card  you  currently  carry. 


Credit  lines  up  to  $100,000,  No  Annual  Fee,  and  a 
low  introductory  5.9%  Annual  Percentage  Rate  (APR) 
for  cash  advance  checks  and  balance  transfers1 

Up  to  $1,000,000  Common  Carrier  Travel  Accident 
Insurance  at  no  additional  cost* 

Toll-free  MBNA1  Platinum  Plus  service  24  hours  a  day 

Purchase  protection  against  theft  or  damage 

Platinum  Passage — a  24-hour  toll-free  travel  service  that 
guarantees  the  lowest  available  airfare  at  the  time  of  ticketing 

The  MBNA  Platinum  Plus  Pledge — We  will  not  sell 
your  name  to  other  companies,  and  we  will  not  send 
you  mail  you  don't  want. 


•  Automatic  delivery  of  a  free  Year-End  Summary  of  Charges 

•  Free  Lost  Card  Registry 

•  Emergency  cash  and  airline  tickets,  up  to  your  available 
credit  line,  with  free  express  delivery 

•  Credit  line  increase  decisions  in  15  minutes  or  less 

•  Optional  MBNA  Platinum  Plus  Miles  travel  rewards 
program  for  FREE  airline  tickets** 

Get  the  new  standard  in  credit  cards. 

Call  TOLL  FREE  1-888-758-7222 

1-888-PLUS-ABC 


tThe  Annual  Percentage  Rate  (APR)  for  purchases  is  16.9%,  which  may  vary.  The  APR  tor  Bank  and  ATM  cash  advances  posting  to  your  account  through  July  26,  1996,  and  for  all  other  cash  advances  posting  to 
your  account  through  your  first  five  statement  closing  dates,  commencing  the  month  after  your  account  is  opened,  will  be  5  9%  However,  if  your  minimum  monthly  payment  is  not  received  by  the  close  of  the  first 
complete  billing  cycle  following  its  Payment  Due  Date,  your  APR  for  both  new  and  outstanding  cash  advance  balances  will  be  calculated  using  the  Variable-Rate  Information  disclosures  accompanying  your  card. 
The  APR  for  Bank  and  ATM  cash  advances  posting  to  your  account  after  July  26,  1996,  and  for  all  new  and  outstanding  cash  advance  balances  after  your  first  five  statement  closing  dates  will  vary  The  current 
indexed  APR  for  cash  advance  balances  is  16.9%  .  which  may  vary.  Transaction  fee  for  Bank  and  ATM  cash  advances  2%  of  each  cash  advance  ($2  minimum)  Transaction  fee  for  credit  card  cash  advance  checks:  1%  of 
each  cash  advance  ($2  minimum,  $10  maximum)  Transaction  fee  for  the  purchase  of  wire  transfers,  money  orders,  bets,  lottery  tickets,  and  casino  gaming  chips:  2%  of  each  such  purchase  ($2  minimum).  Cash  advances 
and  balance  transfers  cannot  be  used  to  pay  off  or  pay  down  any  MBNA  account. 

•Certain  restrictions  apply  to  these  and  other  benefits  described  in  the  benefits  brochures  sent  soon  after  your  account  is  opened 

**You  can  choose  to  enroll  in  the  OPTIONAL  MBNA'  Platinum  Plus  Miles  travel  rewards  program  and  earn  free  airline  tickets  based  on  purchase  volume  charged  to  your  MBNA  Platinum  Plus  credit  card  account. 
Enrollment  will  be  renewed  each  year  at  the  then  current  fee  for  eligible  Customers  The  current  enrollment  fee  is  %y>  per  year  Please  refer  to  the  MBNA  Platinum  Plus  Miles  Terms  and  Conditions  for  complete  details. 
Platinum  Passage  travel  services  are  provided  to  MBNA  Platinum  Plus  Customers  by,  and  are  the  responsibility  of,  an  independently  owned  and  operated  travel  agency.  MasterCard  is  a  federally  registered  service  mark  of 
MasterCard  International  Inc.,  used  pursuant  to  license  Visa  is  a  federally  registered  service  mark  of  Visa  USA  Inc.,  used  pursuant  to  license  MBNA  is  a  federally  registered  service  mark  ot  MBNA  America  Bank,  N.A. 
©1996  MBNA  America  Bank,  N.A  AD  4-258-96.v2.F 


"When  I  meet 
with  living 


customers,  why 
don't  I  recognize 
them  from 
the  profiles 
in  my  database?' 


ENTIFY 


You  know  that  your  customers 
aren't  numbers.  Certainly  no  graphs, 
ts  or  even  fancy  multimedia  presentations 
fully  describe  them. 

'So  how  do  I  paint  a  fuller  picture  of  my 
its?"  IBM  consultants  are  being  asked  the  same 
stion  by  thousands  of  companies.  And  weve 
id  that  they  all  have  one  thing  in  common. 
iost  all  of  the  information  they  need  already 
ts.  But  where? 

Payment  histories  are  in  their  Hong  Kong 
lit  bureau.  Customer  complaints  float  around 
-mail  limbo.  Details  of  a  new  order  cruise  at 
00  feet  on  a  sales  director's  laptop.  And,  most 
)rtant,  today's  customers  are  interacting  with 
ia  the  Internet.  Providing  your  company  with 

of  specific  information  with  each  log-in. 
So  IBM  has  developed  new  ways  to  connect 
company  to  all  of  this  vital  information -ways 
lake  sure  the  latest,  most  relevant  facts  are 
mtly  available  every  time  you  come  in  contact 
your  clients.  We  call  these  offerings  Customer 
[.tionship  Solutions. 


Take  our  call  center  technology,  for  example. 
It  recognizes  callers  and  puts  their  latest  profiles 
on  the  screen  before  your  customer  service  rep 
has  even  picked  up  the  phone.  Now  they  can 
answer,  "Hello  Mr.  Wright,  your  automobile  loan 
has  been  approved  and  you'll  receive  a  check  by 
the  end  of  the  week.  By  the  way,  I  see  that  you 
requested  an  investment  kit  this  morning  from 
our  Web  site.  It's  gone  out  in  today's  mail." 

It  all  makes  you  more  responsive.  Which 
increases  customer  loyalty.  Which  makes  your 
business  grow. 

We  more  than  understand  the  value  of 
great  client  relationships.  And  we'd  love  to  start 
one  with  you.  Visit  us  at  www.ibm.com  or 
phone  IBM  at  1  800  IBM-7080.  ext.  G 135,  for 
a  free  16-page  booklet  highlighting  how  IBM  can 
help  your  business  thrive  in  a  networked  world. 


Solutions  for  a  small  planet™  E  E=  =^r= 


plutions  loi  a  small  planet  are  trademarks  ol  IBM  Corp  ©  1996  IBM  Corp 


management  and  owners  haven't  had 
much  fun.  Last  fall  mounting  losses 
caused  Discovery  Zone  to  default  on 
$100  million  in  bank  debt,  and  on 
March  25  the  indoor  playground  op- 
erator filed  for  Chapter  1 1 . 

Donna  Moore,  56,  who  launched 
Walt  Disney  Co.'s  chain  of  retail 
stores  in  the  1980s,  joined  Discovery 
Zone  a  year  ago  and  took  over  as  chief 
executive  in  March.  Can  Moore  get 
this  once  promising  venture  back 
on  track? 

"When  you're  dealing  with  chil- 
dren, you  learn  the  experience  can 
never  be  fixed  afterward,"  she  says. 
"We  cannot  redo  a  birthday  party. 
You  can  refund  it,  but  the  parents  will 
never  forgive  you,  nor  will  the  child. 
This  is  about  getting  it  right  the  first 
time." 

Ronald  Matsch  first  ran  Discovery 
as  a  franchise  operation,  and  by  1992 
had  2  company-owned  units  and  37 
franchisees.  That  year  he  sold  the 
company  to  Donald  Flynn,  a  big  fran- 
chiser of  Blockbuster  video  stores. 
Flynn  became  chief  executive  and 
brought  in  Wayne  Huizenga,  who 


bought  up  20%  of  the  company 
through  Blockbuster. 

Their  theory  seemed  simple 
enough:  Apply  the  Blockbuster  strat- 
egy to  indoor  playgrounds — -.open 
new  units,  which  cost  about 
$600,000  apiece  to  equip,  and  buy  up 

The  theory:  Apply  the 
Blockbuster  strategy  to  indoor 
playgrounds.  But  it  turned 
out  that  those  playgrounds 
require  a  lot  more 
maintenance  than  a  video 
store — kids  can  be  very 
destructive. 

rivals  in  order  to  become  the  biggest 
player  in  the  business. 

The  company  went  public  in  1993, 
and  Flynn  rolled  out  new  stores  as  fast 
as  he  could  sign  the  real  estate  deals. 
Simultaneously,  he  bought  back  fran- 
chises in  order  to  tighten  control.  By 
the  end  of  1995  there  were  over  300 


Zones,  with  a  mere  10  remaining 
franchisees. 

But  managing  Discovery  Zones 
turned  out  to  be  tougher  than  run- 
ning a  video  store.  Indoor  play- 
grounds require  a  lot  more  mainte- 
nance and  service  than  a  video  store — 
kids  are,  after  all,  naturally  destructive 
and  slovenly. 

Games  stayed  broken  for  days  on 
end.  Zones  even  stopped  selling  can- 
dy because  most  of  it  wound  up  being 
stolen.  Poor  supervision  meant  some 
kids  were  wandering  out  by  them- 
selves. Meanwhile,  local  entrepre- 
neurs were  providing  competition, 
less  elaborate  perhaps,  but  much 
cheaper  to  operate. 

In  1994  Discovery  Zone  lost  $21 
million  on  $163  million  in  revenues. 

Huizenga,  still  believing  in  the 
concept,  had  Blockbuster  buy  up 
much  of  Flynn's  stake,  giving  the 
video  store  outfit  a  controlling  49%. 
But  last  year  there  was  $70  million  in 
operating  losses  on  revenues  of  $258 
million. 

Discover^'  Zone's  stock,  which  hit  a 
high  of  $34.25  just  after  it  went  pub- 


A  Star  Performer 


If  you're  looking  for  an  income 
fund  with  strong  long-term  perfor- 
mance, consider  Benham  GNMA 
Income  Fund.  The  Fund  seeks  high 
current  income  while  maximizing 
long-term  total  returns. 

Ginnie  Maes  are  backed  by  the 
full  faith  and  credit  of  the  U.S. 
government  as  to  the  timely  pay- 
ment of  principal  and  interest.  Of 
course,  the  Fund's  shares  are  not 
guaranteed  by  the  U.S.  government 
and  are  subject  to  prepayment  risk. 


Benham  GNMA  Income  Fund 


Average  Annual  Total  Returns — 3/31  /96 


One  Year 


10.08% 


Five  Years 


7.93% 


life  of  fund  (Since  9/23/85)      1 8.99% 

Performance  is  historical  and  does  not  guarantee 
future  results. 


Call  1-800-331-8331 

□  The  Benham  Groups 

Part  of  tJieTiventieth  Century  Family  of  Mutual  Funds 


Morningstar's  Highest  Rating 

Morningstar  has  awarded  our  GNMA 
Fund  a  five-star  (*■*■***)  overall 
rating  for  its  historical  risk-adjusted 
performance  for  the  three-,  five-  and 
ten-year  periods  ended  3/31/96. 
It  was  rated  against  79  government 
mortgage  funds. 

No  Sales  Commissions 

The  Fund  is  no-load,  and  its  annual 
expenses  of  0.66%  are  well  below  the 
1.19%  average  for  comparable  funds 

(source:  Morningstar,  Inc.,  3131/96). 


For  more  complete  information,  including  management  fees  and  expenses,  call  for  a  free  prospectus.  Please  read  it  carefully  before  you 
invest.  Data  quoted  represents  past  performance  ana  is  no  guarantee  of  future  results.  Investment  return  and  principal  value  will  fluctuate,  and  redemp- 
tion value  may  be  more  or  less  than  original  cost. 

Morningstar  proprietary  ratings  reflect  historical  risk-adjusted  performance  as  of  March  31, 1996.  The  overall  rating,  which  may  change  monthly,  is  cal- 
culated from  the  Fund's  three-,  five-  and  ten-year  average  annual  total  returns  in  excess  of  90-day  treasury  bill  returns  with  appropriate  fee  adjustments, 
and  a  risk  factor  that  reflects  Fund  performance  below  90-day  treasury  bill  returns.  The  Fund  received  a  four-star  rating  out  of  79  funds  for  the  three-yeai 
period,  a  four-star  rating  out  of  54  funds  for  the  five-year  period  and  a  five-star  rating  out  of  32  funds  for  the  ten-year  period,  ended  3/31/96. 10%  of  the 
funds  in  an  investment  category  receive  five  stars,  and  22.5%  receive  four  stars.  Benham  Distributors,  Inc.  M6FE 


Sometimes  choosing  the  right  tire 
takes  too  much  time  and  effort... 


Welcome  to  the  Dunlop  Tire  Corporation  World  Wide  Web  site! 


Hi 


unlop  showro 
ftp://www.dunloptire.co 


Or  for  your  nearest  Dunlop  Dealer, 
look-in  the  Yellow  Pages  or  call  1-800-548-4714. 


It's  Bigger  than  the  INTERNET. 

It's  about  global  commerce.  And  day-to-day  business. 
It's  about  staying  competitive. 


U.S.  Robotics  provides  end-to-end  information  access 
solutions  for  every  level  of  your  organization  -  giving 
you  an  edge  on  the  competition. 

We  provide  the  technology  to  access  a  future 
without  limits. 

Mobotlcs 

The  Intelligent  Choice  in  Information  Access 


NETWORK  SYSTEMS  DIVISION 

Offices  Worldwide 


f  PRODUCTS  •  MODEMS 

>  •  WIRELESS  ACCESS  •  SOPHISTICATED  NETWORK  MANAGEMENT  •  NT 

96,  U.S.  Robotics.  All  rights  reserved.  All  technologies  mentioned  are  trademarks  or  registered  trademarks  of  their  res^wtive  manufacturer 

Tke  kardest  part  about  locating 
your  business  operation  in  Arkansas 
is  ckoosingf  your  kome  town. 


Arkansas'  friendly  pro-business  communities  are  ready  to  assist  you  in  locating  your 
operation  in  our  state.  Here's  what  just  a  few  of  them  have  to  offer  your  company: 


COiXWAY 

Located  in  the  heart  of  Arkansas 

•  Central  Arkansas  location 

•  Excellent  rail  and  kighway  access 

•  Growing  skilled  labor  pool 

•  One  university  and  two  colleges 

•  Low  utility  costs  —  bigb  quality 
of  life 

Guy  Murphy 

Conway  Development  Corporation 

501/32Q-7788 

Vayetteville 

Always  open  for  business 

•  Main  campus  to  University  of 
Arkansas  System 

•  Public  school  district  ranks  in 
national  top  5  percent 

•  New  research  and  high-technology 
fiherpark 

•  Industrial  park  with  curbside 
infrastructure 

•  GENESIS  technology  incubator 
Jim  Crider 

Faijetteville  Chamber  of  Commerce 

501/521-1710 


Forrest  City 

Jewel  of  the  Delta 

•  Located  on  1-40 

•  45  miles  from  Memphis 
International  Airport,  85  miles  from 
Little  Rock 

•  Inexpensive  developed  industrial 
property  with  rail  access 

•  Available  labor  pool 

•  Small  town  atmosphere  with 
pro-business  environment 

David  Dunn 

Forrest  City  Area  Chamber 
of  Commerce 

501/633-1651 

Helena/West  Helena 

Convenient  access  on  the 
mighty  Mississippi 

•  2.25  mile  slackwater  harbor,  9' 
enanne  1,  300'  wide 

•  65  miles  south  of  Memphis  on  the 
Mississippi  River 

•  Affordable,  productive  labor 

•  1,500+  acres  of  available  sites; 
Hassle-free  permitting 

•  Bridge  connects  directly  to  four- 
lane;  Dailv  rail  switching 

Martin  Chaff  in 

Helena/West  Helena/Phillips  County 
Port  Authority 

501/338-6444 


Hope 

Here 's  Hope  for  more  profits 

•  Halfway  between  Dallas  and  Memp 

•  130,000  metro  population 

•  Low-cost  utilities,  interstate,  and 
mainline  rail 

•  More  than  10.0  area  manufacture 

•  Seventh-lowest  U.S.  cost  of  liviri 
Ivan  Bak  er 

Economic  Developmen  t  Co 

1-800-HOPE-USA 


irporatit  \i> 


Little  Rock 

the  state's  capital  for  government 
and  finance 

•  A  growing  telecommunications 
center  —  home  to  Alltel, 
Southwestern  Bell,  and  SoulhweS 
Airlines  reservations  center 

•  The  state's  transportation  hub  — I 
national  airport,  international  \ 
riverport,  railroac  1,  1-30  and 
1-40  crossroads 

•  Medical  centers  of  excellence 
Paul  Marvel 

Greater  Little  Rock  Chamber 
of  Commerce 

501/374-4871 


ARKANSAS 

One  State  Capitol  Mall  •  Little  Rock,  Arkansas  USA  72201  •  501-682-1121  •  501-682-7341  (fax)  I  nternet:  www.state.ar.us 
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A  crowd  pleaser  at  the  Fort  Lauderdale  Discovery  Zone 
Getting  it  right  the  first  time. 


lie  in  1993,  now  trades  for  less  than  $  1 
a  share. 

But  it  may  be  that  the  concept  was 
sound  and  only  the  execution  un- 
sound. Discovery  Zone's  defaulted 
debt  now  trades  for  about  50  cents  on 
the  dollar,  up  from  35  cents  only  a  few 
weeks  ago.   Longtime  bankruptcy 

It  may  turn  out  to  be 
that  Discovery  Zone's 
concept  was  sound 
and  only  its  execution 
was  flawed.  The  company's 
defaulted  debt  now 
trades  for  50  cents 
on  the  dollar,  up  from  35 
cents  a  few  weeks  ago. 


player  New  York  City- based  Balfour 
Investors,  sources  say,  has  been  blu  - 
ing up  that  bank  debt  and  is  trying  to 
form  an  investor  group  to  take  over 
the  company. 

For  her  part,  Moore  has  been  clos- 
ing moneylosing  outposts,  reducing 
the  number  to  260  from  300.  She 
plans  to  close  as  many  as  40  more. 


"We  had  too  many  overlapping  loca- 
tions, "  she  says. 

She  is  trying  to  increase  weekday 
traffic  and  is  currently  testing  some- 
thing called  FunSitters.  This  is  a  drop- 
off program  so  nonworking  moms 
can  have  a  few  hours  to  themselves 
while  their  supervised  preschoolers 
roam  the  Zone. 

Now  Moore  is  trying  to  appeal  to 
older  kids.  At  7  p.m.  Discovery  Zones 
in  northern  California  and  Florida 
turn  into  "NiteZones,11  with  music 
videos  and  light  shows.  The  charge: 
$8.99  a  head.  If  all  goes  well,  she 
hopes  to  roll  it  out  nationwide  at  the 
beginning  of  1997. 

Mostly,  though,  Moore  is  emphasiz- 
ing service  improvements  at  the  exist- 
ing Zones,  like  the  one  in  Paramus, 
N.J.  There  are  new  "theme  rooms" 
like  Barbie  and  dinosaur. 

Moore  has  also  added  kid-pleasing 
food  items  like  greaseless  fries  and 
peanut  butter  and  jelly  waffle  sand- 
wiches to  the  menu,  along  with  the 
parent-pleasing  chicken  breast  sand- 
wiches. She  is  installing  security  gates 
to  make  parents  feel  safer  about  leaving 
their  kids. 

The  idea  just  might  work  this 
time.  Hi 
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During  recent  years,  The  Timken  Company  has  increasec 
productivity  more  than  twice  the  national  average.  There  is 
nothing  average  about  that,  just  as  there  is  nothing  average 
about  Timken  s  ability  to  innovate,  to  increase  quality,  to  control 
costs  and  to  serve  customers. 

Timken®  bearings  and  alloy  steels  keep  setting  higher  standards 


1MMKEN  IS  THE  REGISTERED  TRADEMARK  OF  THE  TIMKEN  COMPANY. 


have  IH 
access  with 


3r  their  industries.  Our  products  reduce  fuel  consumption, 
xtend  equipment  life  and  are  friendly  to  the  environment. 

The  choice  of  Timken  -^^^ 
•erformance  is  a  long-term       I    I  Imil  1#   u  |m| 
ecision  that  starts  saving        J[  J[  XvJL  JLmJLiJ.ll 

noney  immediately  Worldwide  Leader  In  Bearings  And  Steel. 


Should  Uncle  Sam  force  business  people  to  advertise 
their  competitors'  products?  He  already  does  this  to  farmers. 


Gallo's 
whine 


By  Damon  Darlin 


Dairyman  Michael  Gallo 

Don't  make  him  say  his  cheese  is  as  good  as  the  next  guy's. 


Dairy  FARMER  and  cheesemaker  Mi- 
chael Gallo  figures  he  spent  more  than 
$300,000  last  year  advertising  that  his 
competitors'  cheeses  are  as  good  as 
his  are.  He  also  spent  money  to  pro- 
mote milk,  w  hich  he  doesn't  even  sell. 

Why  did  Gallo  spend  so  much 
money  so  foolishly?  Because  state  and 
federal  bureaucrats  forced  him  to. 

Gallo,  the  estranged  nephew  of 


winemakers  Ernest  Gallo  and  the  late 
Julio  Gallo,  raises  14,500  dairy  cows 
on  a  farm  midway  between  Sacramen- 
to and  Fresno.  It  is  the  largest  dairy 
farm  in  the  U.S.  Gallo  uses  the  cows' 
milk  to  make  his  own  ""Joseph  Farms" 
brand  of  cheese. 

He'd  like  consumers  to  dfrnk  his 
cheese  is  better  dian  other  brands.  But 
under  federal  farm  laws  dating  to  the 


1930s,  Gallo  forks  over  to  the  National 
Dairy  Board  and  the  California  Milk 
Advisory  Board  15  cents  for  every  100 
pounds  of  milk  his  cows  give.  These 
bureaucrats  spend  die  money  diey  collect 
from  Gallo  and  other  dairy  tanners  to 
promote  generic  dairy  products. 

Gripes  Gallo:  "I  have  to  spend  even 
more  on  advertising  to  overcome 
what  my  competitors  spend  saying  my 
cheese  is  the  same  as  all  other  cheese." 

Gallo  is  now  suing  state  and  federal 
milk  marketing  boards,  and  the  state 
and  federal  agriculture  departments, 
which  oversee  the  boards.  His 
grounds:  The  involuntary  assess- 
ments violate  his  freedom  of  speech. 

Marketing  everything  from  kiwi 
fruit  to  cut  flowers  to  grape  root  stock, 
U.S.  commodity  boards  throw  a  lot  of 
money  around.  Thanks  to  the  coerced 
contributions,  commodity  boards  for 
agricultural  products  pull  in  more  than 
$750  million  a  year  from  U.S.  farmers. 
The  federal  government  plunks  down 
an  additional  $90  million  of  taxpayers' 
money  for  overseas  promotions. 

Does  the  generic  advertising  creat- 
ed by  these  boards  do  much  for  the 
farmers?  Michael  Wohlgenant 
doesn't  think  so.  An  agricultural 
economist  at  North  Carolina  State 
University  in  Raleigh,  he  concluded 
that  campaigns  like  National  Dairy 
Board's  "Got  Milk?"  can  take  credit 
for  increasing  milk  prices  by  just 
1 .3% — and  demand  by  a  scant  0.3% — 
between  1984  and  1990. 

Remember  those  California  Danc- 
ing Raisins  singing  "Heard  It  On  The 
Grapevine?"  Brought  to  you  by  the 
California  Raisin  Advisory  Board, 
they  were  so  popular  that  they  eventu- 
ally had  their  own  Saturday  morning 
cartoon.  But  raisin  sales  declined  ciur- 
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AIRSTREAM 


iBenji  s  the  only  one  who  saw  exactly  how 

it  happened,  and  he  ain't  talkin.  Roy  Verret  looked  out  the 

.  ^   fight  window  of  his  pickup  and  suddenly  he  realized  the  trailer  passing  him  by  was 


his  own  vintage  Airstrearh.  2,600  miles  from  home,  with  his  vehicles  totalled,  Roy 
1^  looked  up  a  local  Allstate  Agent  in  the  phone  book,  who  got  Claims  Rep  J.R.  Martel  on 
jhe  case.  J.R.  met  the  Verrets  at  the  body  shop,  cut  them  a  check  to  replace  their  Airstream 
nd  the  pickup  and  got  them  back  on  the  long  road  home.  For  Roy,  Jenny  and 

lienji  —  Being  in  good  hands  is  the  only  place  to  be. 

laims  Rep  J.R.  Martel  of  Bedford,  NH,  followed  up  with  the  Verret's  local  agent  Joe  Bland  to  make  sure  they  got  back  home 
afe  and  sound  to  Mesa.  AZ. 


ing  the  $20-million-a-year  Dancing 
Raisins  campaign  that  ran  in  the  late 
1980s  and  early  1990s. 

Who  benefits  from  the  $840  mil- 
lion a  year  collected  by  the  various 
agricultural  commodity  boards.5 
Mostly  the  bureaucrats  running  the 
commodity  boards.  The  California 
Tree  Fruit  boards  collect  almost  $7 
million  a  year  from  growers,  and 
spend  20%  on  salaries  and  expenses 
for  20  staffers.  Some  advertising  firms 
do  pretty  well,  too.  The  Fluid  Milk 
Processors  Promotion  Board's  milk 
mustache  campaign  is  an  anticipated 

The  Agriculture  Department 
is  asking  the  Court  to  rule 
that  forced  contributions 
are  constitutional. 


$165  million  national  campaign;  as- 
suming the  usual  industry  cut,  ad 
agency  Bozell  Worldwide  could  get 
over  $22  million  of  that  as  its  fee. 
(Bozell  won't  discuss  its  fee.) 

Farmers  like  Mike  Gallo  argue — 
and  in  some  earlier  cases  the  courts 
have  agreed — that  even  if  generic  ad- 
vertising does  work,  the  farmers 
might  be  better  off  doing  their  own 
branded  advertising.  One  of  the  big- 
gest innovations  in  the  milk  industry 
has  come  from  a  soft  drink  maker, 
Pepsi-Cola  Co.,  which  is  marketing  a 
drink  called  SmoothMoos  Smoothies 
that  contains  70%  milk. 

Opined  the  federal  Ninth  Circuit 
Court  of  Appeals  last  year  in  a  case 
against  commodity  boards  marketing 
peaches,  plums  and  nectarines:  "We 
are  unwilling  to  assume,  in  the  ab- 
sence of  hard  evidence  to  the  con- 
trary, that  a  government  agency  is 
better  at  marketing  than  an  individual 
business  person.1'' 

The  Ninth  Circuit  court  went  on  to 
rule  that  forcing  farmers  to  contribute 
to  advertising  campaigns  violates  the 
farmers'  rights  of  free  speech.  But  the 
bureaucrats  haven't  given  up.  On  be- 
half of  the  U.S.  Department  of  Agri- 
culture, the  U.S.  Solicitor  General  is 
now  asking  the  Supreme  Court  to  rule 
that  forced  contributions  are  consti- 
tutional. The  Supreme  Court  is  ex- 
pected to  announce  in  June  whether  it 
will  hear  the  case.  I  ■ 


NOBLIA® 


The  Noblia  '12'  Meter  Collection  Appears  Exclusively 
At  The  Following  Locations: 


CALIFORNIA 

The  Watch  Connection 

ANAHEIM 

3033  Bristol  St 

714-432-8200 

Hallock  Coin  Si  Jlry  Inc. 

iUou  w  Lincoln 

Time  Zone 

714-956-2360 

2801  Harbor  Blvd,  Ste  B 

714-850-0223 

ARTF'sI  A 

Hiyhglow  Jewelers 

ESCOND1DO 

18618  Pioneer  Blvd 

Prime  Time 

310-402-0112 

700  F  Via  Rinrhn  Pku/v 

619-595-1514 

BAKERSFIELD 

Knight's  Jewelers 

FRESNO 

8200  Stockdale  Hwy 

Edmonds  Jewelers 

805-397-5070 

Fashion  Fair  Mall 

209-233-1731 

Taffera  Jlrs 

5440  Stockdale  Hwy 

HANFORD 

805-324-2748 

Robert's  Jewelers 

114  W  Seventh  St 

BEVERLY  HILLS 

209-582-4652 

14  Karat  Jewelers 

314  S  Beverly  Drive 

HESPER1A 

310-551-1212 

Tesoro's  Jlry  Center 

13567-1/2  Mam  St  #2 

Beverly  Hills  Watch 

619-947-5792 

225  1/2  S  Beverly  Dt 

HUNTINGTON  BEACH 

310-275-2213 

Time  Center 

BREA 

9940  Adams  Ave 

714-962-6220 

Mandel  Jewelers 

1 CAA  CI             '    1  I_I 

IjOO  h  Imperial  Hwy 

LA  MESA 

714  7^  Q&Qd 

Blumenthal's  Jlrs 

OJJJ       Mesa  D1VU 

Rl  ID  R  A  Mir' 
DUr\  DA  l\K 

619-463-8663 

Gateway  Watches 

201  E  Magnolia  Blvd 

LACUNA  BEACH 

818-559-9557 

361  Forest  Ave 

Kessler  Jewelers 

714-376-0526 

313  N  San  Fernando  Blvd 

818-954-8884 

I    A  r"T  IKl  A    l_l  1 1  I  C 

Watch  Plus 

CANOGA  PARK 

2421  1  Laguna  Hills  Mall 

Marvin  Dash  Jlrs 

714-583-9282 

6600  Topanga  Canyon  Blvd 

818-888-8304 

Feldmar  Watch  Co. 

CHULA  VISTA 

9000  Pico  Blvd 

Oro  Maya  Jewelers 

213-272-1196 

1038  Chula  Vista  Ctr 

619-420-4000 

Leslie  Gold  Jlrs 

607  S  Hill  St,  Ste  800 

CLAREMONT 

213-626-3253 

Finecraft  Jewelers 

Time  Island 

307  Yale  St 

4001  Wilshire  Blvd 

909-626-7777 

213-384-7712 

CORONADO 

LOS  GATOS 

Del  Coro  Inc. 

Yellow  Brick  Road 

1500  Orange  Ave 

1 7  N  Santa  Cruz  Ave 

619-435-6061 

408-395-9225 

COSTA  MESA 

MILP1TAS 

Star  Time 

Gold  &  Dia  Outlet 

401  E  17th  St 

104  Great  Mall  Dr 

714-642-5453 

408-934-1800 

1VIW1N  1  V^LrtllX 

^A\1TA  MARIA 
1  r\  1V1/MM/A 

Time  Center 

Melby's  Jewelers 

5025  Montclair  PI:  Mall 

109  W  Main  St 

909-621-1552 

805-925-1678 

iNtwi  Wrv  l  DcAL.n 

Tl  IR1  OPkf 

Time  Center 

Yonan's  Fine  Jlry 

4678  Campus  Dr,  Ste  C 

2485  Geer  Rd 

714-476-9489 

209-656-9219 

TUSTIN 

Joyeria  Cinco  De  Mayo 

Irene  Jewelers 

120W  Channel  Island 

2931  El  Camino  Real 

805-483-0019 

714-669-9499 

PA  I  \<t  ^PDIMCIC 

[  jpi  AND 

Robann's  Jewelers 

Upland  Goldsmith  Jlrs 

125  S  Palm  Canyon  Dr 

1623  N  Mountain 

619-325-9603 

909-985-8383 

PA^AHPM  A 

VAN  NUYS 

lma^ica  Watch  Co« 

Continental  Coin 

1U1  1  he  l  lz  rasauena 

5627  Sepulveda  Blvd 

818-395-7429 

Q  1  Q  7Q  1  Til") 

1  OWAY 

VISALIA 

Artistry  in  Gold 

The  Jewelry  Club 

13525  Poway  Rd 

2001  W  Caldwell 

619-486-4373 

REDLANDS 

WEST  LOS  ANGELES 

Ozel  Fine  Jlry 

Xim  eland 

Ho  Kedlanus  Mall 

10846  W  Olympic  Blvd 

909-793-7986 

213-474-5161 

SAN  DIEGO 

West-Time 

Collins  Family  Jlrs 

10800  W  Pico  Blvd 

8170-E  Mira  Mesa  Blvd 

310-470-1388 

619-578-6670 

U  1  7    J  I  O  UU  (  \J 

WESTM1NSTER- 

i  u  oenjamin  ov  oons 

Tick  Tock 

1233  Camino  Del  Rio  S 

9200  Bolsa  Ave  #121 

U  1  7'I70'JUW 

714-892-1625 

Jessops 

WOODLAND  HILLS 

117  riorum  riaza 

Timekeeper 

MQ         Oil  1 

22401  Ventura  Blvd 

818-225-1514 

Jessops 

HAWAII 

Ly\J  ra^nion  vaucy 

A  1  Q  1CK  1  ADA 
0 1  7'Lyj-i  tUt 

HONOLULU 

Kingdom  Jade  c*  Jlry 

Watch  Gallery 

1011  Maunakea  St 

4435  La  Jolla  Village  Dr 

808-536-5343 

619-623-9944 

Liberty  House  Fine  Jlry 

SAN  FRANCISCO 

Ala  Moana  Ctr 

Dioro  Jewelers 

808-945-5689 

888  Brannan  St 

415-86*4-8525 

KIHEI 

Topaz  Goldsmith  &  Gallery 

J's  Jewelers 

2439  S  Kihei  Rd 

45  Powell  St 

808-879-5877 

415-986-4133 

LAHAINA 

Ravits  Watches  &  Clocks 

Chadwick  Fine  Jlrs 

Gallena  at  Crocker  Ctr 

736-B  Front  St 

415-392-1947 

808-661-6616 

Official  Timepiece  oh  the 

1995  Louis  Vuitton  Cup 

Challenger  Races  for  the  America's  Op 
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Stars  &  Stripes 

1987,  Dennis  Conner 


Columbia 

1958,  Briggs  Cunningham 


Introducing  The  First  12  Meter  Built  Since  1987. 


Australia  II 

1983,  John  Bertrand 


Freedom 

980,  Dennis  Conner 


\ 

The  Noblia  12'  Meter 

Gents  Yachting  Watch 

The  first  timepiece  made  to  commemorate  the  magnificent  yachts 
that  ushered  in  the  modern  era  of  the  America's  Cup. 

Every  watch  is  carved  out  of  a  single  block  of  stainless  steel.  Scratch-resistant 
sapphire  crystal.  Water-resistant  to  333  feet. 

NOBLIA. 


Courageous 

1977,  Ted  Turner 
1974,  Ted  Hood 


Official  Timepiece  of  the 

199  5  Louis  Vuitton  Cup 

Challenger  Races  for  the  America's  Cup 


i 


To 


oday  more  people  in  the  world  depend  on  a  watch  made  by  Citizen 
than  any  other  timepiece.  Including  thrill-seeker  Dave  Soto,  who  finds 
his  Citizen  200  Meter  sport  watch  perfect  for  wild  weekend  adventures. 
It's  tough,  water-resistant  to  200  meters,  with  a  screw-down  crown  and 
rotating  elapsed  time  bezel.  And  with  its  sporty  solid  stainless  steel 
case  and  bracelet,  this  Citizen  can  go  anywhere  Dave  goes.  Including  right 
down  the  middle  of  Onion  Creek. 

Available  at 

HECHT'S  /  FOLEY'S  /  FILENE'S 
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Mississippi  begins  to  rival  its  next-door  neighbor  as  a 
haven  for  trial  lawyers  and  a  hothouse  for  big  jury  awards. 

Move  over, 
Alabama 


By  Janet  Novack 

In  a  highly  publicized  case  last  No- 
vember, a  Jackson,  Miss,  jury  awarded 
$400  million  in  punitive  damages  (on 
top  of  $100  million  in  compensatory 
damages)  to  a  local  funeral  parlor 
owner  who  had  sued  Canadian -based 
Loewen  Group  for  breach  of  con- 
tract. Mississippi  laws  require  a  defen- 
dant who  wants  to  appeal  a  judgment 
to  post  a  bond  equal  to  125%  of  the 
judgment.  So,  unable  to  come  up 
with  $625  million,  Loewen  agreed  to 
pay  $  1 75  million  over  20  years  to 
settle  the  suit.  m 

> 

The  Loewen  verdict  might  be  | 
dismissed  as  a  one-time  fluke,  % 
except  that  it  came  hard  on  the  £ 
heels  of  another  record-busting  § 
verdict:  Just  ten  months  before,  a 
Laurel,  Miss,  jury  hit  Jackson- 
based  Trustmark  National  Bank 
with  $38  million  in  punitive  dam- 
ages for  allegedly  gouging  a  sin- 
gle auto-loan  borrower. 

This,  in  a  state  where  the  total 
of  upheld  punitive  damage 
awards  between  1987  and  1993 
was  less  than  $4  million.  "The 
more  juries  see  these  big  num- 
bers, the  more  they  think  that's 
what's  supposed  to  happen,  and 
the  more  it  will  occur,"  says  Jack- 
son defense  attorney  Sam  S.  Thomas. 
"In  certain  counties  now,  no  matter 
what  the  facts  are,  you  have  to  be  on 
the  lookout  for  a  runaway  jury  verdict. 
The  whole  thing  is  out  of  hand.'1 

Thus,  Mississippi  is  beginning  to 
look  a  lot  like  its  next-door  neighbor 
Alabama,  a  haven  for  trial  lawyers  and 
a  hothouse  for  outrageous  antibusi- 
ness  verdicts  (Forbes,  Feb.  1,  1993). 
Alabama's  upheld  punitive  damage 
awards  totaled  over  $100  million 
from  1987  to  1993.  In  tact,  a  new 
business-sponsored  study  of  Missis- 


sippi State  Supreme  Court  decisions 
from  1990  to  1995  concludes  the 
court  has  been  increasingly  following 
"the  same  populist  trend  of  courts  in 
other  states — California,  Texas  and 
Alabama  in  particular." 

(The  May  Supreme  Court  decision 
finding  an  Alabama  punitive  award  to 
be  unconstitutionally  excessive  isn't 
likely  to  change  that  trend.) 

In  an  Alabama-like  feeding  frenzy 
following  the  Trustmark  award,  Mis- 


sissippi trial  lawyers  have  brought 
dozens  of  individual  and/or  class- 
action  suits  against  a  whole  Laundry 
list  of  banks  in  the  state,  charging  their 
auto  insurance  programs  were  abu- 
sive. Mississippi  banks  bought  this 
high-priced  insurance  when  a  bor- 
rower let  his  own  auto  policy  lapse.  In 
the  Trustmark  case,  the  bank  billed 
the  borrower  $9,500  for  premiums 
and  interest  on  the  premiums. 

To  solicit  claims  against  the  banks, 
six  trial  lawyers  even  placed  newspa- 
per ads  headlined  "Fraud."  Among 


the  six:  Lawrence  E.  Abernathy  III,  a 
folksy  solo  practitioner  who  won  the 
original  Trustmark  case  in  his  home- 
town of  Laurel.  Says  Abernathy:  "If 
you  can  put  the  black  hat  on  them  and 
you  wear  the  white  hat,  you're  ahead 
of  the  game."  Chevis  Swetman,  chief 
executive  officer  of  the  Peoples  Bank 
of  Biloxi,  a  $480  million  (assets)  bank 
that's  been  sued,  sees  it  somewhat 
differently:  "This  is  the  asbestos  liti- 
gation of  the  banking  industry." 

To  gain  political  support  for  their 
efforts,  the  trial  lawyers  are  spending 
unprecedented  amounts  of  money  to 
back  Mississippi  candidates  sympa- 
thetic to  their  cause.  In  anticipation  of 
last  year's  state  legislative  elections, 
Pascagoula  trial  lawyer  Richard 
Scruggs  and  other  plaintiffs'  attorneys 
organized  a  new  political  action  com- 
mittee. Called  the  Institute  for  Con- 
sumers &  the  Environment  pac,  it 
spent  $229,572  in  1995  alone.  In  the 
Mississippi  pac  world,  that's  very  big 
money,  nearly  three  times  what  the 
Mississippi  Manufacturers  Associa- 
tion spent  last  year. 

Scruggs,  a  friend  of  Democrat- 
ic Mississippi  Attorney  General 
Michael  Moore,  is  a  lead  attorney 
in  the  state's  suits  against  the 
tobacco  companies.  But  Jere 
Nash,  a  Democratic  consultant 
who  handled  most  of  the  com- 
mittee's spending,  says  the  mon- 
ey wasn't  related  to  the  tobacco 
fight;  it  went  for  independent 
phone  banks,  ads  and  the  like  to 
support  "proconsumer"  candi- 
dates in  selected  state  legislative 
races.  In  other  words,  candidates 
who  were  against  real  tort  re- 
form. "We  felt  good  about  the 
election,"  Nash  adds. 

Former  Mississippi  Supreme 
Court  Justice  Armis  Hawkins  saw 
the  seeds  of  this  populist  trend  a 
decade  ago.  He  strongly  dissented  in  a 
case  that  upheld  the  awarding  of  $  1 .6 
million  in  punitive  damages  against 
Bankers  Life  &  Casualty  Co.  for  refus- 
ing to  pay  a  $20,000  claim. 

In  his  dissent,  Hawkins  character- 
ized— and  lamented — what  he  saw  as 
an  emerging  antibusiness  mind-set  in 
juries  and  his  fellow  justices:  "The 
bigger  they  are,  the  more  we  ought  to 
zap  them."  Unfortunately,  that's  the 
view  Mississippi  juries  and  judges  are 
increasingly  embracing.  ,: 
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With  more  than  one  billion  smartcard  chips  shipped 
SGS-THOMSON  is  the  recognised  leader  in  this  fast 
growing  sector.  The  company's  ability  to  produce 
reliable  chips  with  built-in  security  make  it  the  partner  of 
choice  for  some  of  the  world's  leading  exponents  of 
smartcard  applications.  ST  technology  is  at  work  in 
fields  as  diverse  as  banking,  entertainment  services, 
telecommunications  and  many  others. 


57. 


SGS'TtJOMSON       The  SGS-THOMSON  Microelectronics  Group  provides  Service  and 

R5fl0©K®l[LiOT©R00(gi      Technology  throughout  the  world: 


J You  Bank  On  Us 

Every  Day 


We're  SGS-THOMSON  Microelectronics. 

We  make  the  chips  that  make  electronic 
banking  possible.  When  you  use  an  ATM,  for 
example,  it's  likely  an  ST  chip  is  driving  the 
display  while  other  chips  are  helping  verify 
that  your  card  is  valid.  When  your 
transaction  slip  is  printed  our  chips  are 
probably  helping. 

And  as  the  financial  world  goes  more 
electronic  even  more  people  bank  on  us. 

We  are  the  world's  leading  supplier  of  the 
integrated  circuits  used  in  smartcards  -  now 
hailed  as  the  new  money.  By  working  with 
experts  in  the  banking  community  we  have 
developed  chips  that  make  smartcards  as 
safe  as  any  other  form  of  purchase  medium. 


In  fact,  it  is  our  ability  to  work  with  partners 
from  all  walks  of  life  to  produce 
differentiated  products  that  sets  us  apart  from 
the  crowd.  It  has  also  helped  make  SI  one  of 
the  most  consistent  performers  in  the 
microelectronics  industry. 

Again  last  year,  for  example,  our  net 
revenues  were  up,  this  time  by  34%  to 
$3,554  billion  with  earnings  up  from  $363.5 
million  to  $526.5  million.  And  our  first 
quarter  results  this  year  underline  our 
consistency  with  earnings  of  $175  million. 

We're  SGS-THOMSON,  a  force  to  count 
on  in  microelectronics. 

Call  us  now  and  you'll  find  that  we  are  a 
company  you  can  bank  on. 


It's  About  Time 
You  Checked  Us  Out! 

Service  and  Technology 

Contact  SGS-THOMSON  on  these  fax  numbers:  The  Americas  +1617  2599423  STM 
Asia  Pacific  +  654820240  -  Europe  +  33  50402860  -  Japan  033  28041  31  flPP 
Visit  our  web  site  at  http://www.st.com  x  =  s^fc 

Australia,  Brazil,  Canada,  China,  France,  Germany,  Hong  Kong,  Italy,  Japan,  Korea,  Malaysia,  Malta,  Morocco, 
The  Netherlands,  Singapore,  Spain,  Sweden,  Switzerland,  Taiwan,  Thailand,  United  Kingdom,  U.S.A. 
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Shoppers  love— and  thieves  and  muggers  hate- 
Frank  Keller's  mounted  security  guards. 

Mall  mounties 


By  James  Ketelsen 

Sitting  high  atop  their  horses  out- 
side a  Dallas-area  mall,  the  security 
guards  were  alerted  by  radio  to  a 
jewelry  heist  in  progress.  Spotting 
three  men  fleeing  one  exit,  one  of  the 
guards  spurred  his  horse  between 
parked  cars  to  cut  them  off*.  Fright- 
ened by  the  horse  blocking  their  path, 


latest  fiscal  year.  Earnings:  $186,000 
pretax. 

Frank  Keller  grew  up  with  a  passion 
for  horses  and  a  knack  for  earning 
money  with  them.  As  a  child,  he 
shoveled  manure  at  an  Illinois  stable 
in  exchange  for  riding  lessons.  While 
earning  his  degree  in  criminal  justice 


curred  to  Keller  that  the  horses  might 
also  deter  criminals. 

Keller's  father  had  worked  for  more 
than  40  years  as  a  cop,  investigator  and 
corporate  security  chief  Using  his  fa- 
ther's contacts,  Keller  found  that  no 
security  service  offered  mounted  pa- 
trols. After  talking  to  the  International 
Council  of  Shopping  Centers,  he  con- 
cluded that  malls  might  be  interested. 

Keller  started  the  business  in  1986. 
To  obtain  liability  insurance,  he  used 
old  U.S.  Cavalry  field  manuals  from  the 
Library  of  Congress  to  help  him  draft 
the  set  of  standard  operating  proce- 
dures diat  insurers  demanded.  Even 
so,  it  took  six  months  to  get  a  policy. 

Cetting  business  was  harder.  Be- 
fore Alpha  &  Omega  broke  even, 


Alpha  &  Omega's 
"Royal  Courtesy 
Mounted  Patrol" 
Brave  defenders 
of  shopping  mall 
parking  lots. 


the  thieves  meekly  dropped  their  loot 
and  waited  for  the  police  to  cuff  them. 

Supplying  mounted  security- 
guards  to  shopping  malls  is  the  busi- 
ness of  Frank  Keller's  Alpha  &  Omega 
Services,  Inc.,  of  Southlake,  Tex. 
Plainly  visible  in  their  gold-trimmed 
uniforms,  sitting  astride  beautifully 
groomed  horses,  Keller's  unarmed 
troopers  make  thieves,  muggers  and 
carjackers  think  twice. 

Founded  by  Frank  Keller,  32,  who 
was  later  joined  by  his  68 -year-old 
father,  John  Keller,  Alpha  &  Omega 
Services  grossed  $1.35  million  in  its 


at  New  Mexico  State  University,  he 
bought  a  wagon  and  four  Belgian 
draft  horses  and  gave  hayrides  at  fra- 
ternity parties  for  $200.  He  also  en- 
tertained tourists  in  Las  Cruces,  N.M. 
with  trick  roping  exhibitions  and 
chuck  wagon  barbecues. 

Keller  got  the  idea  for  Alpha  & 
Omega  one  Christmas  at  a  local  Las 
Cruces  mall  where  he  had  been  hired 
to  parade  Santa  Claus  around  in  his 
wagon.  There  he  met  the  mall's  mar- 
keting director.  The  director  mused 
that  horses  in  the  parking  lot  might 
attract  customers  year-round.  It  oc- 


Keller  and  his  father  went  through 
$100,000  of  his  father's  retirement 
money.  They  borrowed  another 
$50,000  from  a  local  bank,  using 
Keller's  horses,  his  father's  farm,  and 
the  company's  contracts  as  collateral. 

Hampered  by  growth  restrictions 
in  New  Mexico,  in  1988  Keller  moved 
himself  and  his  eight  horses  to  his 
parents'  farm  outside  Dallas.  Dallas,  it 
turned  out,  had  plenty'  of  mall  crime 
and  mall  operators  who  wanted  to  do 
something  about  it.  In  August  1988 
Keller  made  his  first  sale.  A  year  later 
he  made  another,  this  time  to  a  mall 
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;-1995  Bayer  Corporation 


WE'RE  MAKING  IT  EASIER  FOR  YOU 

Today,  for  doctors  and  patients  alike,  the  diagnosis  has  never  been  better.  Because  thanks  to  diagnostic 
systems  developed  by  Bayer,  getting  quick,  accurate  diagnosis  has  gotten  easier.  From  automated  analyzers 
that  allow  hospitals  and  laboratories  to  get  precise  blood  and  urine  analyses,  to  blood  glucose  meters, 
which  let  people  with  diabetes  get  convenient  and  reliable  blood  glucose  readings  right  at  home. 

TO  GET  INSIDE  INFORMATION. 

Along  with  important  diagnostics,  including  medical  imaging,  Bayer  manufactures  pharmaceuticals  to 
treat  illnesses  from  hypertension,  to  heart  disease,  to  infection.  As  one  of  the  world's  leading  developers 
of  diagnostics  technology  and  pharmaceuticals,  our  name  goes  way  beyond  aspirin.  Because  at  Bayer,  we 
know  true  medical  progress  begins  with  products  that  give  you  and  your  doctors  every  advantage. 


i 


ayer  is  an  international,  resd 


HEADACHES  THAN  YOU  THINK. 

ipany  in  health  care,  chemicals,  and  imaging  technologies 


STARTING  YOUR  OWN  RUSINESS 


managed  by  Homart  Development 
Co.,  now  part  of  General  Growth 
Properties,  Inc.  The  big  company 
liked  Keller's  mounted  troopers  so 
much  that  by  1990  it  had  hired  him  to 
provide  security  at  five  more  malls. 


John  and  Frank 
Keller  with  Quincy 
Frank's  hayrides 
became  a  mounted 
security  service. 


One  mall  found  its  parking  lot  crime 
fell  from  35  incidents  one  December  to 
12  the  next  December  after  hiring 
Alpha  &  Omega's  motilities. 

Alpha  &  Omega  currently  has  150 
full-  and  part-time  riders  patrolling 


parking  lots  at  23  malls  in  Texas,  New 
Mexico,  California,  New  York,  Mis- 
souri and  Illinois.  Keller  charges  malls 
$27.50  to  $45  an  hour  per  rider. 
That's  more  than  double  the  price  of 
traditional  guards  supplied  by  Wack- 
enhut  Corp.,  Pinkerton's,  Inc.  and 
the  other  big  security  companies.  But 
the  Kellers'  overhead  is  slightly  high- 
er, too.  Their  riders  own,  feed  and 
stable  their  own  horses.  But  Alpha  & 
Omega  spends  a  lot  training  and 
equipping  them. 

Keller's  next  challenge  may  be  di- 
rect competition  from  the  big  security 
outfits.  In  December  Wackenhut 
(revenues,  $830  million)  began  ex- 
perimenting with  horse-and-rider  se- 
curity services.  But  Keller  isn't  wor- 
ried. His  experience  with  horses,  he 
says,  should  give  him  an  advantage. 
To  minimize  the  chances  of  Alpha  & 
Omega's  horses  going  wild  in  a  crowd 
of  shoppers,  Keller  stress-tests  the 
horses,  subjecting  them  to  squirt 
guns,  firecrackers,  smoke,  helicopters 
and  fire  trucks. 

"People  think  it's  simple  just  to 
jump  on  a  horse  and  ride  around," 
savs  Keller.  "It's  not."  ■ 


orge  Sand.  Frederic  Chopin  and  a  fine  agar 


First  Encounters 
by  Davidoff 


Chopin  liked  his  women  young, 
beautiful  and  demure.  Sand 
was  older,  rebellious  and  given 
to  wearing  men's  clothing. 
Upon  meeting,  Sand  ignored 
Chopin's  performance,  choosing 
to  spend  the  evening  smoking 
cigars  and  philosophizing 
madly  among  his  guests.  Chopin 

detested  Sand.  Sand  pitied 
Chopin.  A  love  affair  was  begun. 


FOR  CORPORATE 
ACCOUNT  INFORMATION 
PLEASE  CALL  1-800-353-0061 


For  those  who  are  obsessed 
with  quality. 


535  MADISON  AVE  .  NEW  YORK.  212-751-9060/800-548-4623  •  232  VIA  RODEO.  NO  RODEO  DR  BEVERLY  HILLS.  310-278-8884/800-328-0039  CATALOGUE  ORDERS,  800-328-4365  EX 
GENEVA.  ZURICH.  LONDON.  AMSTERDAM.  BRUSSELS.  PARIS,  FRANKFURT.  HONG  KONG.  SINGAPORE.  BANGKOK.  KUALA  LUMPUR.  TOKYO.  MONTREAL,  TORONTO,  NEW  YORK.  BEVERLY 


ONLY  LIFE  INSURANCE  CAN 
REDUCE  YOUR  ESTATE  TAX  GUST 

UP  TU  00%! 

GOOD  ESTATE  PLANNING  CAN  HELP  REDUCE  YOUR  ESTATE  TAXES 
ONLY  LIFE  INSURANCE  CAN  PAY  THE  TAXES  FOR  YOU! 


your  estate  is  valued  at  $3  million  or  more,  within  nine 
bnths  of  your  death  your  family  will  be  obligated  to 
y  estate  taxes  amounting  to  approximately  55%  of  their 
heritance.  Only  life  insurance  can  provide  a  check  to 
y  your  entire  tax  bill,  and  increase  the  value  of  your 
tate  up  to  as  much  as  four  times, 
fely.  Legally.  And  if  you  qualify,  AT 
SOLUTELY  NO  COST  DURING 
)UR  LIFETIME! 


REASEYOUR  EXEMPTION  FROM 
30,000  TO  $12  MILLION 

u  can  effectively  increase  your 
?mption  up  to  $12  million,  completely 
minating  your  estate  tax.  Or  pay 
ur  estate  taxes  at  incredible  dis- 
jnts.  My  Optimal  Plan  has  saved 
dons  of  dollars  for  savvy  investors  and 
m  do  the  same  for  you.  Using  my  plan  you  can:  Reduce 
ate  tax  costs  up  to  90%  •  Prevent  forced  liquidation  • 
rease  IRA  and  pensions  ten  to  twenty  times  •  Increase 
I  yields  up  to  20%  •  Double  your  gross  estate  and  triple 
your  net  estate  •  Increase  generation 
skipping  exemptions  up  to  $100  million. 

BARRY  KAYE  ASSOCIATES  CAN  IMPLEMENT 
|  YOUR  ESTATE  PLANNING  NEEDS 

A  After  M  wars  as  a  family  business,  we 

WL  r  ■  I  continue  to  originate  new  creative  con- 
^Hk  Is  I  cepts.  We  were  the  catalyst  that  helped 
create  the  last-to-die  policy  in  1963.  We 
were  the  creative  force  behind  the  idea 
for  discounts  that  reduce  estate  tax  costs 
i  to  90%.  And  now  we  can  provide  an  insurance  policy  to  pay 
tr  estate  and  gift  tax  bill  at  no  cost  during  your  lifetime. 

\'R  FREE  SPECIAL  REPORT  and  informative  books  and 
es  provide  methods  to  avoid  costly  estate  planning  errors 
1 1  optimize  estate  values.  To  provide  our  clients  with  the 
latest  amount  of  insurance  at  the  lowest  cost,  our  staff  offers 
|ions  incorporating  new  methods.  And  our  computer  and 
lerwriting  departments  have  immediate  access  to  up-to- 
■-minute  information.  Which  explains  why  people  all 
1  r  America  are  using  our  concepts.  Isn't  it  time  you  did  too? 


BUY  LIFE  INSURANCE  NOW 

Borrow  the  total  premium  and  if 
you  qualify,  PAY  NOTHING  during 
your  lifetime.  When  you  die, 
principal  and  interest  will  be  repaid 
and  netted  out  against  your  assets, 
resulting  in  the  equivalent  of  a 
55%  estate  tax  bracket  deduction. 


PROTECT  YOUR  HEIRS  NOW 

Almost  every  American  family  uses  life  insurance  to 
provide  for  their  families  upon  their  death.  Yet  few  realize 
its  potential  as  a  safe  secure  way  to  pay  their  taxes  at  as 
little  as  ten  cents  on  the  dollar,  leave  as  much  as  four  times 
more  money  to  their  heirs  and  chari- 
ties and  create  additional  revenues  for 
the  government  -  in  perpetuity!  While 
your  heirs  will  be  obligated  to  pay  the 
full  taxes  due,  upon  your  death  life 
insurance  can  actually  produce  the 
funds  to  pay  those  taxes.  And  Uncle 
Sam  will  effectively  pay  half  the  pre- 


mium! 


ORDER  MY  BOOKS  AND  TAPES  NOW 

My  best-selling  book,  Die  Rich  And  Tax 
Free!  describes  over  70  concepts  and 
ideas  that  show  the  tremendous  power  of  utilizing  insur- 
ance in  ways  never  expressed  before.  Send  for  the  book 
for  just  $29.95,  or  order  my  2V2  hr. 
video  seminar,  Save  A  Fortune 
On  Your  Estate  Taxes,  and  my 
book,  a  $130  value  for  just  $0Q95. 


Please  add  $4.10 

S&H  and  ST  where  applicable. 

(MC  &VISA  accepted) 


BEST-SELLING 
BOOK  $29  95 


2'/2  HR. 

VIDEO  Si 00  00 


I  Kaye,  author  of  Die  Rich 
11 :  Free!,  Save  A  Fortune  On 
i  Estate  Taxes  and  Live  Rich 


SEND  FOR  MY  FREE  SPECIAL  REPORT 

Don't  wait  until  you  lose  your  health  -  or  your  life.  Call  now 
for  immediate  information  about  my  estate  tax  cost  discount 
plans  and  seminars.  Be  sure  to  ask  for  a  FREE  copy  of  my  24- 
page  report,  12  Wealth  Preservation  Strategies  and  a  FREE  cus- 
tomized proposal,  tailored  to  your  specific  financial  situation. 

CALL  (800)  932-5841 

Barry  Kaye  Associates* 
Wealth  Creation  Centers8 

America's  Foremost  Estate  Tax  Cast  Discount  Specialists 

1901  AVE.  OF  THE  STARS* LOS  ANGELES,  CA  90067 
(310)277-9400  FAX  (310) 282-0775 

All  figures  depend  on  your  age,  sex,  marital  status  and  non-guaranteed  current  assumptions 
of  interest  and  mortality,  using  an  individual  or  last-to-die  life  insurance  policy  based  on 
current  tax  law.  ©1946  Barry  Kaye  Associates*  Wealth  Creation  Centers* 


TWowayi 


Trying  to  outguess  the  stock  market  is  almost  impossible. 
So  is  trying  to  pick  the  right  fund  for  the  right  amount  of  time 
every  time.  More  often  than  not,  you'll  guess  wrong. 

But  you  don't  have  to  miss  out  on  the  market's  opportunitii 
Another  approach  is  to  choose  one  fund  family,  based  on 
performance  and  reputation,  and  remain  invested.  By  riding 
out  the  market's  short-term  highs  and  lows,  you  maximize  th« 
chance  to  capture  your  fund's  long-term  growth  potential. 

Consider  why  so  many 


3]  Twentieth  Century  Equity  Funds: 

$54,795 

■  S&P  500  Index: 

$46,005 


investors  choose  Twentieth 
Century  as  the  right  place 
over  time. 

The  Numbers  Speak 
For  Themselves 

The  graph  on  the  right 
shows  that  a  hypothetical 

$12,500  divided  equally  among  five  Twentieth  Century  equity 
funds  on  March  31, 1986  would  be  worth  $54,795  ten  years  latei 
Tha  t's  19%  More  than  the  Standard  &  Poor's  500  Index!1 

On  the  facing  page,  you  can  review  the  performance  of  each 
of  these  Twentieth  Century  equity  funds.  As  you  can  see,  the  resi 
speak  for  themselves. 

Discover  the  Twentieth  Century  Advantage 

If  you're  looking  for  no-load  funds  with  a  strong  record 
of  performance,  join  the  1.5  million  shareholders  who  consid 
Twentieth  Century  the  right  place  over  time. 

For  more  complete  information,  including  charges  and 
expenses,  call  or  write  for  a  free  Twentieth  Century  informati 
kit  and  current  prospectus.  Please  read  the  prospectus 
carefully  before  investing.  A  good  choice  for  your  IRA,  401  (7c. 
403(b ),  or  SEP/SARSEP. 
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Twentieth  Century  Mutual  Funds: 
Performance  Over  Time 

Average  Annual  Total  Returns  as  of  March  31,  I9962 


Growth 

Select 

Ultra 

Vista 

Giflrust 

Life  of  Fund  18.1% 

16.5% 

17.6% 

14.2% 

21.2% 

16/30/711' 

(6/30/71)' 

(11/2/81) 

(11/25/83) 

(11/25/83)' 

S&P1  12.1% 

12.1% 

16.2% 

15.4% 

15.4% 

(6/30/711 

(6/30/71) 

(U/2/81) 

(11/25/83) 

(11/25/83) 

e  graph  on  the  left  is  intended  to  show  investments  over  time.  Included  in  the  investment  blend  are  only  those  Twentieth 
mtury  equity  funds  in  existence  for  10  yeors  or  more,  ond  the  performance  above  represents  only  those  funds. 

le  S&P  500  is  an  index  created  by  Standard  &  Poor's  Corporation  thot  is  considered  to  represent  the  performance  of  the 
xk  market  generally.  It  is  not  an  investment  product  available  for  purchase. 

ita  quoted  represents  past  performance.  Past  performance  is  no  guarantee  of  future  results.  Investment  return 
d  principal  value  will  fluctuate,  and  redemption  value  may  be  more  or  less  than  original  cost.  All  performance 
istrations  for  Twentieth  Century  are  shown  net  of  fees  and  assume  reinvestment  of  all  distributions. 

I?  500  Index  average  annual  total  return  since  inception  of  fund. 


Growth 

Select 

Ultra 

Vista 

Giflrust 

S&P  500 

1  year  16.7% 

20.3% 

33.9% 

38.7% 

25.6% 

32.0% 

5  years  9.7% 

8.6% 

17.1% 

15.9% 

26.4% 

14.6% 

10  years  12.7% 

10.2% 

18.0% 

14.9% 

21.0% 

13.9% 

j hough  Select  and  Growth  were  started  on  October  31,  1958,  their  performance  for  the  period  shown  corresponds  with 
lenfieth  Century's  implementation  of  its  current  investment  philosophy  and  practices  on  June  30, 1 971 . 

1 1  trust  is  an  irrevocable  trust  designed  to  be  given  as  a  long-term  gift  to  someone  other  than  yourself  or  your  spouse  and  is  not 
1  citable  for  an  IRA. 

j  more  complete  information  including  charges,  expenses  and  minimums,  write  or  call  toll-free  for  on  information  kit  and 
ispectus(es).  Please  read  (each  or  the)  prospectus  carefully  before  investing.  You  can  call  us  for  a  prospectus  or  visit  our  web 
!  \0l  site  to  download  or  view  one  on-line. 


all  today,  toll-free: 

-800-345-2021 

O.  Box  419200,  Kansas  City,  MO  64141-6200 

tp://networth.galt.coin/twencent 

Oh  keyword:  Twentieth  Century 
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U.S.  banks  refused  to  finance  Dominic  Chang's  Family  Golf  Centers.  Apparently 
the  bankers  don't  understand  the  inner  psyche  of  the  American  duffer. 


The  guilty  golfer 


By  John  R.  Hayes 

A  HABIT  THAT  HAS  SENT  many  fellows 
to  marriage  counselors  pushed  Domi- 
nic Chang  to  start  a  business.  His 
habit  was  golf.  Chang  would  abandon 
his  wife  and  kids  to  play  18  or  36  holes 
at  Long  Island's  Nissequogue  Golf 
Club  on  weekends.  Weeknights 
found  him  at  the  driving  range.  "Golf 
is  a  consuming  game,"  confesses 
Chang,  46,  an  athletic-looking  6- 
foot-3-incher  who  emigrated  from 
Taiwan  in  1966. 

Chang  says  he  felt  guilty  about 
putting  golf  ahead  of  his  family,  and 
he  knew  other  compulsive  golfers  felt 
the  same  way.  He  also  figured  he  had 
advanced  as  far  as  possible  at  the  Bank 
of  New  York,  where  he  was  a  senior 
vice  president  in  charge  of  managing 
more  than  7  million  square  feet  of  real 
estate. 

So  in  1992  Chang  quit  his  bank  job 
to  open  Family  Golf  Centers,  Inc.  A 
central  tenet  of  his  business  plan: 
Encourage  golfers  to  bring  their  golf 
widows  (or  widowers)  and  orphans 
along  to  the  driving  range. 

Based  in  Melville,  N.Y.,  Family 
Golf  is  now  the  country's  largest  chain 
of  driving  ranges.  Its  2 1  ranges  are 
situated  in  ten  states.  With  over  1 ,500 
tees,  the  ranges  generated  revenues 
last  year  of  $12  million. 

Chang  calls  his  properties  "golf 
centers,"  never  "driving  ranges." 
That's  to  distinguish  them  from  the 
hundreds  of  dowdy  mom-and-pop 
ranges  that  were  built  around  the 
country  in  the  1950s  and  1960s. 

Family  Golfs  facilities  generally 
have  two  tiers  of  hitting  tees — heated 
in  winter — accommodating  up  to 
100  swingers.  They  also  have  club- 
houses with  locker  rooms  and  private 
party  rooms,  snack  bars  or  restau- 
rants, well-stocked  pro  shops  and  in- 
structors certified  by  the  Professional 
Golf  Association.  There  are  practice 
putting  greens  and  sand  traps  and,  for 
less  serious  duffers,  18 -hole,  tastefully 


Dominic  Chang,  chief  executive  of  Family  Golf  Centers,  Inc. 

Luring  an  untapped  market  to  the  driving  range:  golf  widows  and  orphans. 
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Introducing   The    Vanguard   Total  International  Portfolio 

At  last.  A  simple  strategy  for 

international  investing. 

Use  the  power  of  indexing. 


The  Vanguard 
Total  International  Portfolio. 

Now  there's  a  way  to  invest  overseas  that  elimi- 
nates the  confusing  process  of  sorting  through  all 
the  options. 

Our  new  fund  is  the  most  diversified  international 
stock  fund  available.  It  invests  in  Vanguard's  existing 
European,  Pacific  and  Emerging  Markets  Index 
Portfolios  and 
holds  more 
than  1,500 
companies  in 
31  markets. 
So  it  allows 
you  to  put  an 
international 
component 
into  your 
portfolio  with 
a  single  simple 
investment. 


TOTAL  INTERNATIONAL  PORTFOLIO 

Allocation  Among  Markets 


Emerging  Markets 

450  stocks  in  14  countries 


Chart  based  on  3/31/96  composition  of  the 
MSCI-EAFE  +Select  EMF  Index.  Source:  Morgan 
Stanley  Capital  International.  Hong  Kong.  Malaysia 
and  Singapore  are  represented  in  both  the  Pacific 
and  Emerging  Markets  portions  of  this  Portfolio. 


The  Risks  of  International  Investing. 

In  addition  to  the  usual  risk  of  stock  price  volatility, 
foreign  stocks  can  be  affected  by  local  economic, 
political  and  social  conditions.  And  foreign  stock 
returns  are  affected  by  the  relationship  of  the  U.S. 
dollar  to  local  currencies. 


The  Common  Sense  of  Indexing. 

Simplicity.  An  index  fund  avoids  the  complexity  of 
stock  picking,  market-timing  and  excessive  trading. 

Diversity.  Holding  a  large  number  of  stocks  vastly 
reduces  the  risk  in  any  single  investment  or  market. 

Relative  Predictability.  The  Total  International 
Portfolio  seeks  to  parallel  the  performance  of  a  well 
known  international  index. 

The  Vanguard  Cost  Advantage. 

All  Vanguard  Funds  are  no-load.  And  the  annual 
operating  cost  of  this  new  Portfolio  is  expected  to  be 
just  .38%  —  less  than  one  fourth  the  1.58%  industry 
average  cost  for  diversified  international  stock  funds. 
(Source:  Lipper  Analytical  Services,  Inc.) 

Who  Should  Invest? 

This  Vanguard  Portfolio  is  best  suited  for  the 
investor  who  has  a  balanced  portfolio  of  domestic 
stocks,  bonds  and  cash  and  is  looking  for  diversifica- 
tion abroad.  It's  suitable  for  IRAs,  qualified  retirement 
plans  and  other  long-term  savings.  Minimum  invest- 
ment, $3,000.  IRAs,  $1,000. 

Our  International  Investment  Kit  includes  a  pros- 
pectus with  more  complete  information  on  the  1% 
transaction  fee,  distribution  charges  and  other  ex- 
penses. Be  sure  to  read  it  carefully  before  investing  or 
sending  money.  If  you  have  any  questions,  please  call. 


For  your  Information  Kit  call:  1-800-962-5168. 

Or  visit  us  on  America  Online,  Keyword:  Vanguard  or  at  http://www.  vanguard.com 

TH^tUlSUaKiGROUB 
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landscaped  miniature  golf  courses. 

By  marketing  his  facilities  to  fam- 
ilies, Chang  has  greatly  broadened  his 
base  of  potential  customers.  Tag- 
along  spouses  and  children  usually 
spend  at  least  a  few  bucks  on  snacks  or 
miniature  golf.  Once  at  the  range,  if 
they  do  hit  a  bucket  of  balls,  there's  a 
good  chance  they'll  sign  up  for  les- 
sons and  start  pricing  a  set  of  clubs  in 
the  pro  shop.  "Golf  is  a  very  intimi- 
dating game,"  says  Chang.  "We  try  to 
make  it  easy  to  learn  without  getting 
discouraged.11 

In  starting  Family  Golf,  Chang  ap- 
proached several  U.S.  banks  for  fi- 
nancing. They  turned  him  down. 

Chang  calls  his  properties 
"golf  centers,"  never 
"driving  ranges."  That's  to 
distinguish  them  from  dowdy 
mom-and-pop  ranges  built 
in  the  1950s  and  1960s. 


Their  objections:  no  track  record  and 
an  offbeat  business.  "There's  an  old 
banker  saying,"  Chang  chuckles,  "we 
do  business  with  people  who  can  af- 
ford to  do  business  with  us." 

Fortunately,  Chang  had  good  con- 
nections in  his  native  Taiwan.  His  late 
father  had  been  Chiang  Kai-shek's 
secretary  of  finance  in  the  1940s,  and 
Chang's  mother  runs  Taiwan's  largest 
private  school,  Tsai  Shsing.  When  the 
U.S.  banks  turned  him  down,  Chang 
turned  to  a  Taiwanese  bank.  They  lent 
him  about  a  quarter  of  the  $2.7  mil- 
lion he  needed  to  finance  his  first 
driving  range,  built  in  Farmingdale, 
near  his  home  on  New  York's  Long 
Island.  The  balance  came  from 
Chang's  savings  as  well  as  a  loan  from 
the  Small  Business  Administration. 

The  first  center  was  a  big  hit  with 
golfers  and  their  mates,  and  Chang 
used  its  cash  flow  to  build  three  more 
facilities  by  1994.  To  keep  growing, 
he  then  raised  $6  million  by  selling 
24%  of  Family  Golf  Centers  in  an 
initial  public  offering,  using  the  mon- 
ey to  snap  up  ten  centers.  His  first 
acquisition  was  a  24-acre  site  with 
100  hitting  tees  in  Greenville,  S.C. 
For  this,  Chang  paid  $1.5  million  in 
cash  and  debt,  plus  90,000  shares 
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tcby  offers  to 
hare  dt  /idends  wfth 

gompanies. 


HERREN  HICKING 

President  and  Chief  Opej£fni>  Officer,  "I 


"No,  we  haven't  lost  our  minds.  But  we 
have  found  a  charitable  partner  who  has  given  us 
tremendous  returns.  So  much,  in  fact,  that  we'd  like 
other  companies  to  realize  the  returns  an  association 
with  UCP  --  United  Cerebral  Palsy  —  can  bring." 

"For  nearly  50  years,  UCP  has  been  creating 
opportunities  lor  people  with  disabilities.  Working 
with  them  to  realize  their  full  potential." 

"TCBY  has  been  a  partner  with  UCP  for  10 
years.  Over  the  years,  this  association  has  had  an 


immeasurably  positive  impact  on  our  franchisees 
and  employees:  goodwill  from  consumers, 
satisfaction  from  giving  back  to  the  community, 
and  firsthand  experience  seeing  the  difference 
that  UCP  is  making  in  the  lives  of  children  and 
adults  across  the  country." 

"The  bottom  line  is  that  everyone  wins.  So, 
if  you  want  to  see  your  company  benefit  from  this 
kind  of  charitable  partnership,  call  UCP  —  United 
Cerebral  Palsy  --  today." 


ucp 

You  see  people .  We  see  promise. 


FOR  MORE  INFORMATION  ON  BECOMING  A  CORPORATE  SPONSOR,  CALL  1-800-944-4UC 


Sponsored  by  the  UCP  Volunteer  Corporate  Advisory  Committee 


(then  worth  $6.50  each)  of  Family 

,  Golf  stock.  Chang  increased  traffic 
with  print  and  radio  advertising,  and 
w  ithin  a  year  sales  increased  37%;  cash 

[  flow  jumped  45%. 

Chang  has  purchased  most  of  Fam- 
ily Golfs  21   driving  ranges  from 

I  owner-operators  looking  to  retire  or 
get  out  of  the  business.  He  has  hired 

I  away  12  former  colleagues  from  the 
Bank  of  New  York  to  help  him  run  the 
business,  but  he  personally  selects  all 

,  of  Family  Golf's  new  sites. 

Generally,  Chang  pays  four  times 

|  cash  flow  for  a  driving  range,  plus  the 

"There's  an  old  banker 
I  saying,"  says  Chang.  "We  do 
t  business  with  people  who  can 

afford  to  do  business  with  us." 

I  appraised  value  of  the  underlying  real 
I  estate.  By  boosting  traffic  and  adding 
new  revenue  sources  like  miniature 
!  golf  and  well-stocked  pro  shops,  cash 
flow  quicklv  improves.  In  busier  loca- 
tions Chang  pays  3%  to  5%  of  a  facili- 
ty's revenues  to  license  the  name 
|  Golden  Bear  Golf  Center  from  Jack 
i  Nicklaus'  golf  company.  That  helps 
increase  visibility. 

As    he    continues    to  acquire, 
I  Chang's   buying   clout   grows.  In 
1992,  with  one  driving  range,  Chang 
i  paid  $6.50  for  a  dozen  golf  balls.  By 
I  the  end  of  this  year,  by  which  time  he 
j  should  have  about  30  locations,  balls 
will  cost  him  $4  a  dozen.  Over  the 
same    period,    gross    margins  in 
Chang's  pro  shops  have  jumped  from 
20%  to  31%,  thanks  mainly  to  lower 
merchandise  costs. 

Last  year  Family  Golf  earned  $1 
million,  or  20  cents  a  share,  on  reve- 
I  nues  of  $12  million.  Chang  complet- 
ed a  $45  million  secondary  stock  of- 
fering last  December  and  thinks  he 
i  can  double  the  business  each  year  for 
I  the  next  two  years.  Wall  Street  credits 
his  optimism.  Family  Golf  Center's 
stock  recently  traded  at  27,  up  more 
than  fourfold  from  a  year  ago. 

Chang  doesn't  see  much  more  of 
!  his  wife  and  kids  now  than  when  he 
was  a  compulsive  golfer.  But  at  least 
his  family  is  very  well  provided  for. 
Chang's  2.8  million  shares  of  Family 
Golf  are  now  worth  more  than  $75 
million.  ■■ 
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Laser  surgery  to  cure  myopia  is  a  breakthrough 
So  is  the  selling  of  it. 

Seeing-eye  ads 


By  Katarzyna  Wandycz 


The  nkxt  annoying  telemarketing 
pitch  that  interrupts  your  dinner  may 
not  be  for  a  long  distance  phone 
service  or  a  credit  card.  It  may  be  for  a 
new  laser  surgery  procedure  for  your 
eyes.  Approved  by  the  Food  &  Drug 
Administration  only  last  October,  the 
procedure  is  called  photorefractive 
keratectomy.  Its  purpose  is  to  correct 
myopia. 

Fixing  myopia  with  a  scalpel,  a  surgi- 
cal procedure  called  radial  keratotomy, 
has  been  done  in  the  U.S.  for  almost 
two  decades.  An  eye  surgeon  changes 
the  shape  of  the  cornea  by  making  cuts. 
But  cutting  the  cornea  weakens  it  and 
makes  it  more  vulnerable  to  damage. 

With  the  laser  method,  a  computer- 
controlled  beam  reshapes  the  cornea 
by  vaporizing  the  tissue  on  it  in  30 
seconds.  The  procedure  typically  costs 
$1,500  to  $2,200  per  eye,  versus 
$800  to  $1,200  for  a  radial  kerato- 
tomy. (They're  usually  not  covered  by 
managed  care  programs,  however.) 
There  are  still  risks  with  this  proce- 


dure, mainly  faint  scarring  that  can 
cause  fuzzy  vision  in  some  patients. 
But  it  doesn't  weaken  the  cornea. 

Despite  its  advantages,  the  new  la- 
ser procedure  needs  to  be  heavily 
marketed.  Why?  Because  the  laser  ma- 
chines are  expensive — around 
$500,000  a  machine,  plus  up  to 
$50,000  a  year  to  maintain  them.  A 
typical  laser  machine  must  treat 
roughly  700  eyes  a  year  to  break  even. 

The  two  manufacturers  of  the  ma- 
chines are  Summit  Technology  Inc., 
of  Waltham,  Mass.,  and  Visx,  Inc.  of 
Santa  Clara,  Calif.  Summit  not  only 
makes  the  laser  machines,  it  owns  and 
operates,  eidier  independently  or  in 
partnerships,  16  centers  where  the  sur- 
gery is  performed. 

To  create  widespread  demand  for 
photorefractive  keratectomies,  Sum- 
mit has  turned  to  television.  From 
April  to  June  Summit  Technology  is 
airing  two  30-second  commercials  on 
cable.  One  features  a  middle-aged 
man  adjusting  his  glasses  while  at  bat. 


The  scene  fades  to  a  shot  of  a  young 
boy  eagerly  awaiting  a  pitch.  The 
voiceover:  There's  a  safe,  effective 
way  to  see  like  a  kid  again. 

Beacon  Fye  Institute  Inc.,  of  To- 
ronto, Canada,  another  heavy  TV  ad- 
vertiser, operates  two  laser  centers, 
with  plans  to  open  another  eight  by 
year-end.  Its  ads  end  with  an  800 
number.  Almost  9,000  people  called 
Beacon's  800  number  during  the  first 
two  weeks  its  ads  ran  in  April. 

The  hard  sell  doesn't  stop 
with  TV.  As  part  of  its  cam- 
paign, Summit  Technology 
bought  Lens  Express, 
which  sells  contact  lenses 
by  mail.  Lens  Express  gets 
more  than  80,000  calls  ev- 
ery month.  Next  time  a  cus- 
tomer orders  contact  lenses, 
he  or  she  may  get  a  sales  pitch 
for  the  new  laser  surgery. 
Even  more  valuable  may  be 
Lens  Express'  mailing  lists  of 
thousands  of  people  who  wear 
or  once  wore  contact  lenses  but 
gave  them  up.  They  are  the  most 
likely  customers  for  the  surgery. 
Will  aggressive  marketing  drive 
enough  patients  under  the  laser 
beam  to  make  the  lasermakers'  for- 
|  tunes?  There  are  plenty  of  doubters. 
I  This  isn't  an  impulse  buy.  "It  takes 
patients  from  six  months  to  a  year  to 
decide  [whether  to  have  a  photore- 
fractive keratectomy],  and  most  don't 
have  it  done  in  the  end,"  says  Nils 
Bonde-Henriksen,  a  spokesman  at 
Sight  Resource,  an  eye  care  chain 
based  in  Burlington,  Mass.  that  has  its 
own  laser  machines,  operated  by  hos- 
pitals such  as  Massachusetts  Eye  & 
Ear  Infirmary. 

In  most  states,  you  must  be  a  li- 
censed medical  doctor  to  perform 
photorefractive  keratectomies.  But  in 
Idaho,  optometrists  have  already 
started  performing  the  procedure, 
and  in  Colorado,  Connecticut  and 
Oklahoma,  optometrists  have  lob- 
bied, and  will  continue  to,  for  the 
right  to  operate  the  new  lasers.  If  they 
prevail,  expect  even  heavier  market- 
ing for  the  new  laser  procedure.  And 
don't  believe  everything  you  hear  and 
see.  Warns  Dr.  Richard  Darrell,  an 
ophthalmologist  at  Columbia  Presby- 
terian Medical  Center:  "I  dislike  ads 
that  gloss  over  the  inherent  risks  in 
any  procedure  [to  cure  myopia]. "■■ 
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A  lot  of  people  have  referred 

o\xr  financial  ad vLford 
to  their  friends.  Apparently, 
it  worked  out.  They're  still  friends 


It  happens  all  the  time.  One  of  our  advisors  helps 
someone  plan  for  retirement.  They  happily  recommend 
us  to  a  friend  who  tells  another  friend.  In  fact,  9  out 
of  10  of  our  clients  say  they  would  recommend  us. 
Why? 

It  starts  with  advice.  From  an  American  Express® 
Financial  Advisor  who  discusses  your  needs  and 
goals  with  you.  Maximizing  retirement  income,  for 
instance.  Estate  planning.  And  the  best  ways  to  make 
your  money  last. 

This  leads  to  a  specially  tailored  plan;  but  more  impor- 
tantly, to  an  ongoing  relationship  with  your  advisor.  So, 
over  time,  if  your  needs  change,  he  or  she  can  help  you 
take  advantage  ol  the  best  investment  options. 

Why  do  so  many  of  our  clients  retire  comfortably? 
They  stay  with  our  steady,  prudent,  long-term 
approach.  Which  we've  been  using  for  over  100 years. 
And  because  they're  satisfied,  they  trust  us  to  manage 
113  billion  dollars  of  their  assets. 

If  you  haven't  been  referred  to  us,  give  us  a  call 
Who  knows?  You  just  might  be  recommending 
us  to  your  friends. 


Financial 
Advisors 


FOR  THE  ADVICE  THAT  CAN  HELP  YOU  REALIZE  YOUR  DREAMS, 

CALL  1-800-GET-ADVICE 

©1995  American  Express  Financial  Advisors  Inc. 


The  1997  LeSabr 


Feeling  safe... Being  secure. 


iether  they're  driving  to  family  reunions  or  going  on  family  vacations,  more  American  families  are  relying 
on  the  safety  reliability  and  comfort  of  Buick  LeSabre.  A  full-size  car  that's  full  of  standard  features  — 
ual  air  bags,  anti-lock  brakes,  seating  for  six,  and  an  award-winning  3800  Series  II  engine.  Features  many 
)ther  cars  offer  only  as  options.  But  when  it  comes  to  a  family's  security,  some  things  should  never  be 
an  option.  That's  the  peace  of  mind  of  Buick  LeSabre.  America's  most  trusted  full-size  car. 
Visit  our  Web  site  at  http://www.buick.com  or  call  1-800-4A-BUICK. 

Peace    of  mind 


LeSabre 


by  Buick 


GM     <  1(><)<;  CM  Corp.  All  rights  reserved.  LeSabre  is  a  registered 


trademark  of  GM  Corp  Buckle  up,  America! 
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Power  trips 

Last  month  competitors 
lashed  out  at  what  they 
called  the  monopoly-like 
terms  of  Enron  Develop- 
ment Corp.'s  contract  to 
build  a  $1 .7  billion  Bolivia- 
to-Brazil  gas  pipeline. 
Will  all  the  fuss  force  a  rene- 
gotiation of  the  deal?  En- 
ron Development's  chief 
executive,  Rebecca  Mark, 
isn't  worried.  "We've  be- 
come a  lot  more  seasoned 
in  how  to  deal  with  crises  as 
they  occur,"  she  says. 

That  she  has.  Last  year, 
five  months  after  Mark 
broke  ground  on  a  $2.5 
billion  power  plant  in  In- 
dia, an  aggressive,  newly 
elected  provincial  govern- 
ment pulled  the  plug.  But 
after  much  public  debate 
and  private  arbitration, 
Mark,  41,  can  declare  vic- 
tory: The  renegotiated 
project  is  bigger  than  the 
original;  construction 
should  restart  any  day. 

Despite  such  turmoil, 
diis  farm  girl  from  Missouri 
has  made  the  Enron  Corp. 
unit  a  leading  builder  of 


power  plants  and  pipelines. 
Mark  joined  Enron  in  1985, 
and  chief  Kenneth  Lay 
tapped  her  in  1991  to  form 
Enron  Development  as  a 
means  of  pushing  the  com- 
pany overseas. 

Mark  has  already  com- 
pleted projects  in  England, 
Guatemala,  the  Domini- 
can Republic,  the  Philip- 
pines, China  and  Colom- 
bia. Enron  now  gets  25%  of 
its  earnings  before  interest 
and  taxes  from  abroad,  up 
from  only  5%  in  1990. 
That  will  rise  to  40%  within 
five  years  as  many  of  the 
$19  billion  in  slated  projects 
finish  up — including  ones 
in  Sardinia,  Puerto  Rico,  Pa- 
kistan and  Turkey.  "This  is 
not  the  kind  of  job  you  can 


do  from  a  desk  in  Hous- 
ton," she  says.  Given  her 
success,  is  the  peripatetic 
Mark's  next  stop  Enron's  ex- 
ecutive suite? 


Enron  Development's 
Rebecca  Mark 
If  it's  Friday, 
it  must 
be  Rio. 


Milken's 
protege 


Lorraine  Spurge; 
Michael  Milken 
Support  from  a  mentor. 


Former  Drexel  Burnham 
secretary  Lorraine  Spurge  is 
still  reaping  the  benefits 
of  hitching  her  star  to  Mi- 
chael Milken's  in  1983. 
That's  when  the  former 
junk  bond  king  tapped 
her  to  keep  track  of  the  in- 
vestors in  his  high-yield 
deals.  While  Milken  was  in 
jail,  Spurge  promoted  his 
interests,  publishing  Por- 
traits of  the  American 
Dream,  uncritical  accounts 


of  largely  Drexel-fi- 
nanced  companies — most 
of  which  had  Milken  to 
thank  for  their  existence. 

Brooklyn-born 
Spurge,  45,  is  now  trying 
to  turn  her  Santa 
Monica,  Calif.-based 
Knowledge  Exchange 
into  a  serious  publisher 
specializing  in  business 
books.  "Most  publish- 
ers are  generalists,"  she 
says.  "I  thought  there 
needed  to  be  a  niche 
[publisher]." 

She  has  signed  up 
Boston-based  ghostwrit- 
ers Wordworks  to  polish 
up  her  two  dozen  projects 
and  to  help  her  come  up 
with  more.  And  she's 
signed  a  distribution 
deal  with  Warner  Books. 
With  Customer  Intima- 


cy by  Fred  Wiersema  just 
out  and  the  well-re- 
viewed Cyber  Dictionary 
on  deck,  she's  readying 
books  on  Federal  Express 
and  health  care,  and  a 
business  encyclopedia. 
Next:  authors'  seminars 
at  Barnes  &  Noble.  She 
expects  to  have  sales  of 
$20  million  by  next  year. 

Where's  Milken? 
Squarely  on  the  sidelines, 
claims  Spurge,  though  he 
does  own  over  50%  of  the 
company  and  is  bankroll- 
ing much  of  the  $20  mil- 
lion she's  spent  building 
Knowledge  Exchange. 
Look  for  Spurge  to  pub- 
lish Milken's  Unconven- 
tional Wisdom — a  tome 
of  wide-ranging  views  on 
just  about  everything — 
this  November.  B> 
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Intel  is  using  its  technological  muscle  to  take  over  the  electronic  turf  around 
the  microprocessor.  This  is  very  threatening  for  lesser  chip  companies. 
It  is  not  necessarily  bad  news  for  consumers. 

Digital  octopus 


By  Jeffrey  Young 

Can  there  be  such  a  thing  as  a  good 
monopoly?  The  populists  who  creat- 
ed the  Sherman  Antitrust  Act  106 
years  ago  would  probably  recoil  at  the 
thought.  But  then,  those  fellows  nev- 
er had  a  pc:  crash. 

Intel  Corp.  rules  the  microproces- 
sor industry  as  powerfully  as  Standard 
Oil  once  ruled  petroleum  refining  or 


IBM  ruled  punch  card  machines.  In- 
tel's power  extends  in  two  directions. 
Horizontally  its  reach  extends  to  an 
88%  market  share  in  PC  microproces- 
sor chips,  a  share  that  could  well 
climb,  now  that  Apple  Computer,  the 
most  important  manufacturer  of  non- 
Intel  desktop  computers,  is  in  disar- 
ray. Intel's  reach  is  expanding  verti- 


cally, too.  Electronic  functions  once 
left  to  ancillary  chips  made  by  other 
chip  companies  are  being  absorbed 
onto  Intel's  core  processor  chip. 

Monopolistic?  It  looks  that  way. 
Evil?  Not  necessarily.  The  more  func- 
tions that  are  combined  on  a  micro- 
processor, the  taster  your  computer 
runs,  the  cheaper  it  is  to  make,  and  the 


ntel's  Andy  Grove 
He  wants  your 
motherboard. 


102 


Forbes  ■  June  17,  1996 


ideas, 
ideas, 
ideas. 


get  'em  while  they're  hot. 


For  Sale: 

Bell  Labs  innovations. 
(  a.k.a. 

communications 

breakthroughs 

that  provide  competitive 

advantage ) 

Contact  Lucent  Technologies. 
We  make  the  things  that  make 
communications  work. 
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That  high-pitched  wail  you 
hear  is  the  sound  of  our  com- 
petition  screaming.  Because 
inside  our  new  AST  Bravo  is 
the  latest  technology  from 
lntels,  Microsoft ,  ATI8  and 
Creative  Labs  .  Not  only  is  it 
the  most  powerful  technology 
you  can  get,  but  AST  gets 
it  to  you  before  all  those 
other  guys.  And  now,  the  all- 
new  Bravo  family  starts  at  an 
incredible  $ 1,250*  You  also 
get  the  personal  sales  and 
support  of  a  reseller  as  well 
as  AST's  round-the-clock 
support.  Sure,  it  may  sound 
like  we're  looking  for  a  fight, 
but  you're  the  one  who's 
going  to  end  up  the  winner. 
Call  800-876-4AST  for  more 
information,  or  visit  us  at 
http://bravo.ast.  com. 


Bravo  MS:  Intel  430HX  PCIset, 
Pentium®  processors,  Pipeline  Burst 
cache,  EDO  RAM,  64-bit  ATI  mach 
64  VT  graphics,  synchronous  graph- 
ics RAM,  integrated  16-bit  audio. 

Bravo  LCi  Pentium  processors, 
256  KB  second-level  cache, 
EDO  RAM,  integrated  64-bit 
PCI-based  graphics. 
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COMPUTER  I 


Where  things  are 


,  Dell.  Compaq  and  HP. 

Starting  today,  it's 
whole  new  ball  game. 


COMPUTERS/COMMUNICATIONS 


Intel  takes  a  bigger  slice 

Component  value  in  PCs  1985-95 


Intel's  share 
$100 


Non-Intel 
logic 


Memory  cost 


When  Intel's  revenues  per  PC 
rose  threefold,  all  the  gains 
came  out  of  the  hides  of  the 
auxiliary  chip  makers. 


Intel's  share 


I  Non-Intel 
logic 


1985  average  PC  cost:  $2,800 


Source:  InStat. 

more  reliable  it  is.  At  the  end  of  the 
day  you  may  not  begrudge  Intel  its  fat 
35%  pretax  profit  margin. 

Since  the  PC  appeared,  legions  of 
enthusiastic  tinkerers  have  had  to  put 
up  with  complications  that  would  have 
brought  other  consumer  electronics 
industries  to  their  knees.  Comedians 
joke  about  how  hard  it  is  to  program  a 
VCR.  Hah!  Imagine  having  to  unscrew 
the  top  of  a  VCR,  install  a  circuit  card  in 
a  slot,  change  a  handful  of  tiny  switches 
and  run  configuring  software  before 
being  able  to  see  the  latest  Arnold 
Schwarzenegger  movie.  Computer 
owners  have  done  such  penance  just  to 
run  a  spreadsheet. 

Such  difficulty  of  use,  together  with 
high  prices,  explains  why  only  a  third 
of  American  homes  have  a  PC,  whereas 
87%  have  vcrs.  Moreover,  the  home- 
PC  market  may  be  stagnating,  having 
slowed  from  double-digit  growth 
rates  to  what  Dataquest  projects  at 
7.6%  in  this  year  and  less  than  1%  in 
the  next.  Here  is  a  market  crying  out 
for  a  strong  hand. 

Intel  is  happy  to  oblige.  The  Santa 
Clara,  Calif-based  company  hauled 
in  $16  billion  of  revenue  last  year  and 
should  do  $19  billion  this  year.  To 
keep  its  troops  fed,  it  wants  to  grab 
territory  occupied  by  manufacturers 
of  various  chips  that  now  surround 
the  microprocessor  on  the  mother- 
board. Because  those  surrounding 
chips  mainly  perform  multimedia  and 
communications  functions,  Intel  calls 
its  annexation  policy  MMX  (for  "mul- 
timedia extensions"). 

Vertical  integration  was  practiced 
earlier  in  this  century  by  General  Mo- 
tors, IBM  and  AT&T.  The  idea  is  to  buy 
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1995  average  PC  cost:  $2,200 

up  suppliers  or  displace  them,  either 
way  adding  their  margins  to  your 
bottom  line,  meanwhile  enforcing  a 
single  standard  and  ensuring  a  pre- 
dictable growth  path. 

There's  a  21st-century  twist  to 
Intel's  vertical  integration:  It  comes 
cheap.  Intel  doesn't  have  to  buy  the 
plants,  tools  and  know-how  of  its 
suppliers  in  order  to  take  over  the 
territory.  It  just  engineers  the  target 
features  and  then  gets  them  onto  its 
next  chip.  The  magic  of  microcircuit- 
ry  makes  it  close  to  costless,  and  the 
greater  compression  of  the  electronics 
speeds  computation.  The  consumer 
wins  because  computation  becomes 
faster,  easier  and  cheaper.  The  losers? 
Every  company  that  figured  it  would 
get  a  nice  long  stream  of  income  from 
its  one  great  idea. 

Examples:  Cirrus  Logic  sells  graph- 
ics accelerator  chips.  Their  function 
will  come  on  Intel's  new  MMX  micro- 
processors; Cirrus  has  started  laying 
off  staff.  Creative  Labs  made  its  name 
by  expanding  the  audio  capability  of 
the  personal  computer  with  some- 
thing called  the  Sound  Blaster  card; 
the  next  generation  of  microproces- 
sors will  enable  full  stereo  sound  as  a 
standard  feature.  C-Cube  Microsys- 
tems makes  a  chip  that  compresses 
and  decompresses  video  on  PCs;  this 
function  will  be  done  by  the  new 
processor.  U.S.  Robotics  is  having  a 
banner  year  selling  modems;  next  year 
every  Intel-based  PC  can  come  with 
cheap,  fast  modem  chips  that  use  the 
microprocessor. 

All  told,  57  new  instructions  will 
be  tacked  onto  the  first  MMX  proces- 
sor, the  P55C,  which  Intel  plans  to 


release  in  small  quantities  late  this 
year  and  in  mass  quantities  next  year. 
The  new  design  should  greatly  im- 
prove graphics,  video,  sound  and 
communications.  It  should  make 
your  PC  more  reliable. 

Since  Intel  owns  the  microproces- 
sor architecture,  it  can  make  these 
kinds  of  changes  unilaterally,  thus 
avoiding  the  contentious  committee 
and  standards  process.  If  that  involves 
trampling  the  turf  of  many  of  Intel's 
best  partners,  that's  tough.  "You 
can't  stand  still,"  says  Andrew  Grove,  j 
Intel's  chief  executive.  "'These  guys 
will  have  to  figure  out  new  ways  to 
add  value." 

By  grafting  most  of  the  functions 
onto  its  chip,  Intel  may  make  it  possi- 
ble for  PC  manufacturers  to  get  the 
price  of  a  PC  low  enough  to  make  it  a 
consumer  product,  like  a  stereo  re- 
ceiver or  a  VCR.  This  is,  to  be  sure,  not 
altruism  by  Intel — it  could  still  pre- 
serve its  revenues  of  roughly  $300  per 
machine  (see  chart). 

Price-cutting  is  essential  because 
the  existing  pool  of  PC  buyers  is  nearly 
tapped  out.  A  mainstream  Pentium 
computer  can  already  do  most  every- 
thing today's  users  ask  of  it,  and  like 
all  silicon  devices,  it  won't  wear  out. 
To  keep  its  hugely  expensive  chip- 
making  plants  busy  in  coming  years, 
says  Chris  Le  Tocq  of  Dataquest, 
Intel  will  have  to  find  a  way  to  get  the 
price  of  a  PC  below  $1,000  so  a  new 
group  of  buyers  will  come  in. 

The  shakeout  among  small-fry  chip- 
makers  won't  be  the  first.  There  was 
another  one  in  the  late  1980s,  when 
Intel  incorporated  a  math  coprocessor 
into  the  486  chip  that  beached  Weitek 
and  other  makers  of  stand-alone  co- 
processors. But  this  shakeout  will  be  far 
bigger.  The  math  coprocessor  per-  r 
formed  a  job  that  mattered  to  a  few 
engineers,  whereas  multimedia  attracts 
millions  of  games-playing,  video- 
watching  amateurs. 

Will  there  still  be  room  for  the  little 
guy?-  Perhaps.  Some  makers  of  add- 
ons may  survive  by  making  chips  that 
accelerate  the  display  of  three-dimen- 
sional graphics,  something  MMX 
doesn't  do — yet.  But  don't  be  sur- 
prised if  after  a  decent  interval  ob- 
served in  deference  to  Anne  Binga- 
man  and  her  trustbusters  at  the  Justice 
Department,  MMX  annexes  this  terri- 
tory, too.  M 
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Thanks  to 
Sprint  Business, 

more  of  our  flowers 
are  popping  up 
all  over  the  world." 

—  Meg  Wltitman,  CEO,  FTD  Inc. 


1 


FTD,"  a  company  known  the  world  over  for  its  fine  floral 
arrangements,  needed  to  streamline  its  international  order 
process.  They  used  to  rely  on  fax,  phone,  telex  and  cable 
to  transmit  orders. 

"Sprint  helps  us  process  orders  in  half  the  time." 

Sprint  put  FTD  on  its  global  data  network.  Now,  florists  can 
transmit  information  instantly.  So  a  florist  in  Indonesia  can  send 
an  order  directly  to  a  florist  in  England,  or  anywhere  else  in  the 
world,  with  exceptional  speed  and  accuracy 

"Our  business  is  blooming  all  over  the  world!" 

Now,  Sprint  helps  FTD  florists  in  over  143  countries  send 
more  flowers,  to  more  people,  worldwide  than  ever  before. 

Find  out  how  Sprint  Business  can 
help  grow  your  business,  too. 


Call  Sprint  Business 

1  800  816  REAL 


www.sprint.com 


Sprint 


We  help  business  do  more  business 


live  owners. 


Anyone  who  runs  a  business,  wants  to 
grow  it.  Yet  all  too  often  what  stands  in 
the  way  of  growth  is  simply  managing  the 
day  to  day  business  tasks.  And 
when  you're  trying  to  stay  in  front 
of  the  competition,  that's  not  only 
frustrating,  it's  deadly. 

Here's  where  Lotus  SmartSuite® 
comes  in.  SmartSuite  is  all  the  soft- 
ware your  business  needs  to  manage 
your  business  more  effectively.  And  it's 
so  easy  to  learn  that  you  and  everyone  on 
your  team  will  be  able  to  use  it  in  no  time. 

(Probably  feel  a  little 
W8*  W     stronger  already,  huh?) 

SmartSuite  offers  you 
six   desktop  software 
applications,  as  opposed 
AM  the  to  the  mere  four  that  other  soft- 

software  ware  suites  give  you.  You  get 
a  business  word  processing,  spreadsheets, 
needs.  database  management,  graphics, 

calendaring  and  scheduling,  and  a  multi- 
media tool.  SmartSuite  also  allows  you 
complete  Internet  access. 

This  means  that  you  can  manage  things 
better  and  ultimately  get  more  done. 
SmartSuite  lets  you  create  professional 
correspondence,  financial  statements,  graphic 
sales  presentations,  track  inventory,  organize 


ge  my 
wisely, 
not  be 


your  daily  schedule  and  publish 
documents  directly  to  the  World 
Wide  Web.  And  because  the 
applications  in  SmartSuite 
are  completely  integrated, 
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everyone  on  your  team  can  work 
better  together. 

There's  more  that  SmartSuite  can  do. 
V^^VB^flf  A  lot  more.  But  don't 
(20   take  our  word  for  it,  try 


In  Canada  call  1 -800-GO-LOTUS.  'Upgrade  from  any  Lotus  or  competitive  software.  Dealer 
prices  may  vary.  ©1996  Lotus  Development  Corporation,  55  Cambridge  Parkway,  Cambridge,  MA 
02142.  All  rights  reserved.  Lotus,  Working  Together,  Lotus  SmartSuite,  Approach.  Freelance  Graphics,  1-2-3 
d  Lotus  Organizer  are  registered  trademarks  and  Word  Pro  is  a  trademark  of  Lotus  Development  Corporation, 
's  is  a  registered  trademark  of  Microsoft  Corp.,  and  IBM,  OS/2,  Aptiva  and  ThinkPad  are  registered  trademarks  of 
onal  Business  Machines  Corp.  All  other  products  are  registered  under  their  respective  companies. 


Lotus  SmartSuite  for  yourself,  and  let  it 
start  doing  things  for  you. 

Versions  of  SmartSuite  are  available  for 
Windows®  95,  Windows  3.1  and  OS/2®  and 
SmartSuite  is  now  included  with  Aptiva® 
ThinkPad®  and  most  IBM®  PC  desktops 
as  well  as  select  Acer®  AST®  and  Epson® 
PC's.  All  for  as  little  as  $149.*  For  your 
free  Lotus  Gallery  CD  complete  with  a 
45  day  trial  version  of  SmartSuite,  call 
1-800-TRADE-UP,  ext.  B893  .  Or 
reach  us  on  the 
World  Wide  Web 

at  www.lotus.com.     Working  Together* 


OUITirUILn  WLM I UflLJ 


COMPUTERS/COMMUNICATIONS 


Bandwidth  babies 


BY  RICHARD  A.  SHAFFER 


Richard  A.  Shaffer  is 
founder  of  Technologic 
Partners,  a  technology 
consulting  company 
in  New  York  City, 
and  publisher  of 
ComputerLetter. 


A  DECADE  from  now,  millions  of  American 
homes  will  be  wired  to  pull  far  more  data  from 
the  Web  than  today's  telephone  lines  can 
handle.  If  the  history  of  software  is  any  guide, 
programmers  will  hatch  far-out  applica- 
tions to  soak  up  every  last  bit  of  that  band- 
width. The  stakes  are  high,  for  unless  the 
programs  arc  compelling,  users  won't  pay  the 
premiums  needed  to  justify  all  that  wiring. 

Of  course,  some  of  tomorrow's  hot- 
wired business  will  go  to  such  established 
players  as  America  Online,  CompuServe 
and  Prodigy.  Their  Web  browsing  will  be  a  lot 
more  fun  when  they  no  longer  take  minutes 
to  fill  up  your  screen.  More  interesting,  how- 
ever, are  applications  that  barely  exist  be- 
cause there  isn't  enough  bandwidth  yet. 
Most  of  these  new  programming  ideas  will 
come  from  startup  companies. 

Some  of  the  new  firms  predict  that 
hordes  of  users  will  invade  the  network  to 
play  traditional  games,  such  as  chess  or 
bridge  (Forbes,  Dec.  19,  1994)  or  the  sort  of 
action  videogames  that  people  now  play 
mainly  against  a  computer  (Forbes,  July  31, 
1995).  That's  the  view  of  Mpath  Interactive 
of  Cupertino,  Calif.,  which  is  developing  a 
network  for  such  amusements  as  flight  sim- 
ulators and  adventure  games  that  could  be 
played  by  millions  of  on-line  adversaries  at 
once.  Through  a  voice-processing  technol- 
ogy developed  by  Voxware  of  Skillman, 
N.J.,  Mpath  gamers  will  even  be  able  to  keep 
up  a  kind  of  infield  chatter. 

Other  firms  are  betting  on  betting,  in  the 
form  of  Internet  casinos  and  sports  wagering, 
although,  at  present,  regulatory  restric- 
tions seem  daunting.  In  Blue  Bell,  Pa.,  Inter- 
active Gaming  &  Communications  is  test- 
ing what  it  calls  the  Wiseguy  Sports  Wagering 
System,  a  PC-based  system  that  works  as  a 
cyberspace  bookie.  The  company  already 
handles  about  $50  million  a  year  in  tele- 
phone wagering  through  a  subsidiary  in  Anti- 
gua, and  it  believes  its  Internet  business 
could  grow  to  comparable  size.  In  Carlsbad, 
Calif.,  IWN  Inc.,  a  subsidiary  of  NTN  Com- 
munications, is  testing  a  persona!  computer 
system  for  betting  on  horse  races. 

The  economics  of  these  programs  de- 
pend on  developing  payment  schemes  for  im- 
pulse buying.  Such  companies  as  Maxis  of 
Orinda,  Calif,  and  Rocket  Science  Games  of 


San  Francisco  are  planning  to  rely  on  so- 
called  microtransactions  as  a  new  source  of 
revenue.  Games  would  be  rented.  The  hope- 
is  that  someone  in  the  heat  of  playing,  say, 
a  battle  game,  might  pay  a  few  more 
pennies,  buy  more  bullets,  soldiers  or  tanks, 
although  there  would  be  a  certain  unfair- 
ness in  playing  against  someone  who  hap- 
pened to  have  a  bigger  allowance.  A  simu- 
lated arms  race  might  be  just  the  thing  to  line 
the  game  companies'  pockets. 

Another  payment  approach  is  advocated 
by  Wave  Interactive  Network,  a  subsidiary  of 
New  York-based  Wave  Systems.  Wave  In- 
teractive has  set  up  a  pay-per  use  channel 
called  CablePC  that  enables  players  to  buy 
gaming  time  by  the  hour  or  ammunition  by 
the  round.  The  heart  of  the  system  is  a 
metering  device  that  keeps  track  of  the  micro- 
transactions.  Such  meters,  coupled  with 
fast  Internet  connections,  could  eliminate 
the  need  to  own  lots  of  software. 

Unless  the  programs  are 
compelling,  users  won't 
pay  the  premiums. 

Who  needs  to  own  movie  reviews,  world 
maps,  automotive  repair  manuals  and  other  ma- 
terials that  change  frec]uently.>  One  new  com- 
pany exploring  this  niche  is  En  Technology  of 
Keene,  N.H.,  which  plans  to  send  software  to 
viewers  via  their  TV  sets. 

Also  look  for  big  changes  in  the  way  every- 
day PC  applications  use  on-line  connections.  Al- 
ready it  is  becoming  de  rigueur  for  CD-ROM 
companies  to  provide  some  way  to  link  their 
products  with  on-line  services  and  the  Inter- 
net. Broderbund  Software  and  AT&T,  for  exam- 
ple, are  integrating  such  Broderbund  titles  as 
Print  Shop,  Myst  and  Where  in  the  World  Is 
Carmen  Sandiego?  with  AT&T  WorldNet  Ser- 
vice dial-up  Internet  access. 

High-speed  connections  may  well  give 
the  crucial  boost  to  educational  software. 
John  Kernan's  Lightspan  Partnership, 
based  in  Carlsbad,  Calif.,  aims  to  link  school 
with  home.  The  idea  is  that  kids  will  want 
to  do  more  homework  because  the  system 
will  deliver  realistic  sound  and  television- 
like images.  * 

What  does  the  population  really  want 
from  the  information  highway?  Exotic  vid- 
eo-on-demand technology?  Or  something 
as  mundane  as  the  card  catalog  of  the  Elmira 
Public  Library?  We  won't  know  until  high- 
capacitv  linkups  are  common  and  inventive 
companies,  including  a  lot  that  don't  even 
exist  yet,  have  had  a  go  at  exploiting  the 
bandwidth.  H 
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"The  fleece  apparel  industry  consolidated  very 
rapidly  in  the  late  1 980's  and  Tultex  found  itself 
under  enormous  competitive  pressure.  We  real- 
ized we  needed  to  do  more  than  just  fix  things  as 
they  came  along— we  needed  a  cultural  change. 

"We  looked  at  a  lot  of  firms,  but  the  approaches 
seemed  canned.  We  needed  an  initiative  tailored 
to  us,  and  we  knew  that  for  this  to  be  successful 
it  had  to  be  done  by  our  people,  not  by  outsiders. 
Zenger  Miller's  approach  to  consulting  and 
training  enabled  us  to  cascade  change  throughout 
the  organization.  We  didn't  find  that  with  the 
other  firms  we  talked  with. 


"The  cultural  changes,  cost  reductions  and 

productivity  gains  Zenger  Miller  has  helped  us 

to  achieve  are  truly 

remarkable." 

A  Reputation  For  Results'" 


Zenge  r  M  iller 


Yes,  we're  looking  for  improved  results  in  our  organization. 

 Please  send  me  information  on  how  you  can  help  us. 

 Please  have  my  zenger  miller  account  representative  call  me  now. 


Name. 


Title. 


Organization. 


Industry  Type. 


.  u  of  Employees. 


Mailing  Address. 
City  


Phone  (_ 


-0 


.State. 
.  Fax  (_ 


Zip_ 


0- 


COMPLETE  AND  MAIL  TODAY  TO  ZENGER  MILLER,  "  A  Times  Mirror 

1735  Technology  Drive,  San  Jose,  CA  95110-1313 

Call  1-800-566-0630,  Dept.  310  or  FAX  1-800-566-0636 

©1995  Zenger-Milfer,  Inc 


SCIENCE  &  TECHNOLOGY 

Disability  and 
deregulation 


COMMENTARY  BY  PETER  HUBER 


One  of  THE  greatest  living  cosmologists  can 
neither  speak  nor  write.  Suffering  from  Lou 
Gehrig's  disease,  Stephen  Hawking  commu- 
nicates with  the  universe  through  a  personal 
computer  mounted  on  the  back  of  his  wheel- 
chair. The  computer  is  linked  to  a  sensitive  mi- 
croswitch  and  connected  to  a  speech  synthe- 
sizer. Hawking  uses  tiny  hand  movements  to 
select  words  and  letters  from  a  screen  mount- 
ed on  the  arm  of  his  wheelchair.  The  computer 
Peter  Huber,  a  senior       reads  aloud  the  phrases  he  creates, 
fellow  of  the  Manhattan        In  1990  Congress  directed  TV  broadcasters 
Institute,  is  the  author       and  manufacturers  to  deploy  somewhat  similar 
of  Orwell's  Revenge;      technology.  It  converts  Al  Bundy's  thoughts 
his  E-mail  address  is        about  the  cosmos  into  written  captions  for  those 
72643.221  l@com  who  cannot  hear. 

puserve.com.  Hawking's  computer  on  one  side,  and  TV 

captions  on  the  other,  frame  a  great  political 
debate.  How  can  government  help  to  link 
technological  means  to  compassionate  ends? 

The  disabled  use  the  government- 
designed  relay  system.  But  they  use 
the  free  market's  computers  and 
modems  far  more. 

Government,  the  political  left  argues,  must 
see  to  it  that  processors,  cables  and  spectrum  get 
allocated  to  the  needy.  Free  markets  w  ill  do 
better,  the  political  right  responds. 

There's  no  better  place  to  engage  this  de- 
bate. Information  technology  offers  remarkable 
new  tools;  the  disabled  have  a  high  stake  in 
how  they  are  developed  and  used.  For  most  of 
us,  multimedia  means  sight  and  sound  togeth- 
er. But  for  some  it  means  the  power  to  hear  what 
they  cannot  see,  or  see  what  they  cannot  hear. 
For  most  of  us,  telecommunicating  means 
working  at  home  when  we  choose.  For  people 
unable  to  leave  their  homes,  it  means  a  chance  to 
work  in  the  one  place  that  they  can. 

The  policies  of  left  and  right  have  been 
tesu  1  here,  side  by  side.  The  telecosm  divides 
roughly  into  halves.  The  unregulated  North  is 
the  universe  of  computers  and  software.  No 
Federal  C  omputer  Commission  requires  mul- 
timedia gadgets  on  wheelchairs.  South  of  the 


line  stand  the  broadcasters  and  phone  compa- 
nies. They've  been  comprehensively  regulated 
by  federal  and  state  authorities  for  a  century. 

From  the  perspective  of  the  disabled,  there 
have  been  advances  on  both  sides.  Among  other 
things,  the  Americans  With  Disabilities  Act 
directed  phone  companies  to  install  a  national 
relay  system  in  which  human  operators  re- 
ceived typed  messages  from  one  side  and  read 
them  aloud  on  the  other.  Computer  network- 
ing took  off  at  about  the  same  time,  with  far  less 
government  involvment.  Millions  of  people 
who  lack  the  ability  to  hear  or  to  speak  now 
communicate  easily  over  phone  lines.  Sure, 
they  use  the  government-designed  relay  system. 
But  they  use  the  free  market's  computers  and 
modems  far  more. 

Propelled  by  human  ingenuity  and  the  cut- 
throat discipline  of  the  market,  the  computer 
industry  has  produced  an  endless  succession  of 
new  opportunities  for  people  like  Hawking.  An 
October  1995  article  in  the  British  Medical 
Journal  summarizes  how  "adaptive  computer 
technology"  now  helps  overcome  visual  im- 
pairment, deafness,  cerebral  palsy,  dyslexia, 
multiple  sclerosis,  tremor,  stroke  and  defor- 
mity or  injury  to  hands  or  arms. 

There  has  been  no  remotely  comparable 
progress  in  the  heavily  regulated  commmunica- 
tions  industry.  Much  of  the  time  progress  wasn't 
even  legal.  In  1935  the  Federal  Communica- 
tions Commission  condemned  a  radio  station's 
attempt  to  broadcast  coded  horse  racing  results 
alongside  its  ordinary  fare.  Federal  law  just  didn't 
permit  broadcasters  to  send  encoded  messages 
to  select  subscribers.  Yet  the  process  of  developing 
services  like  these  would  have  taught  broadcast- 
ers how  to  add  closed-caption  signals  decades  be- 
fore Congress  thought  to  require  such  things. 
Until  1991  government  authorities  likewise 
barred  phone  companies  from  providing  voice 
recognition  or  text-to-speech  translation. 

On  May  10  two  presidential  candidates 
each  gave  a  commencement  address.  One  spoke 
at  Penn  State,  and  waxed  eloquent  about  per- 
sonal responsibility.  The  other  spoke  at  Gallau- 
det  University,  a  college  for  the  deaf,  where  he 
made  no  mention  of  his  own  physical  disability. 
One  wants  lots  of  government  help  in  design- 
ing the  information  highway.  The  other  would 
defer  to  markets.  One  wants  to  give  broadcast- 
ers slabs  of  new  spectrum,  so  that  Married  with 
Children  can  go  digital.  The  other  says  air- 
waves should  be  deregulated  and  sold  off  to 
whoever  will  develop  them  most  aggressively, 
with  no  special  favors  to  the  people  who  own 
Dan  Rather. 

Government  cares.  Markets  work.  Not 
just  for  healthy  people  of  good  ability,  but 
for  the  exceptionally  able — like  Stephen 
Hawking — too.  Ml 
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Seven  of  the 
world's  ten  largest 
open  data  warehouses 
run  on  Sequeot  systems, 
vidently,  uur  customers  think 
we  know  what  we're  doing, 
nd  their  competition  is  dying 
to  know  what  it  is. 


If  you'd  like  to  know  what  we  can  do  for  you,  give  us  a  call  today  at 
1-800-257-9044,  check  out  our  web  site  at  http://www.sequent.com. 


I^Open  Systems  That  Work 


pentium® 


Holland,  one  wellspring  of  American  Puritanism, 
has  become  the  Western  World's  most  permissive 
society  when  it  comes  to  marijuana  and  hashish. 
For  a  good  cause? 

Just  say  maybe 


By  Richard  C.  Morais 

At  the  Siberia  cafe  on  Amsterdam's 
elegant  Brouwersgracht  canal,  yellow 
tulips  fill  pretty  vases,  and  customers 
quietly  read  newspapers  while  sipping 
mango-  or  caramel-flavored  teas.  Si- 
beria is  as  civilized  as  a  Viennese  tea- 
room, and  this  is  the  Netherlands,  a 
wellspring  of  American  Puritanism. 
So  it's  a  shock  to  discover  that  the 
house  specialty  is  "Shiva  Bhang,"  a 
stickv  marijuana-and-herb  ball  eaten 
with  yogurt. 

Siberia  sells  an  estimated  $1,000  of 
hash  and  marijuana  a  day.  It's  all  done 
in  the  open,  with  the  Dutch  govern- 
ment collecting  taxes  on  the  receipts. 
The  cafe's  customers  order  from  a 
drug  "menu" — some  20  illustrative 
baggies  of  hashish  and  marijuana 
tacked  to  a  board — openly  displayed 
at  the  counter.  From  a  felt-lined  dia- 
mond merchant's  steel  case  behind 
the  counter,  the  house  dealer  sells 
two-gram  bags  of  "Skunk"  and 
"Haze"  and  "Thai"  for  around  $15 
each.  A  professorial  type  with  gray 
hair  buys  a  bag  of  "Afghani"  hash, 
dipping  his  hand  into  a  tin  of  compli- 
mentary rolling  paper  before  settling 
on  a  sun-drenched  stool  for  a  chat  and 
a  smoke. 

For  the  past  20  years  the  Dutch 
have  taken  their  own  approach  to  the 
drug  problems  facing  all  developed 
nations.  In  1976  they  cracked  down, 
hard,  on  dealers  and  users  of  hard 
drugs — heroin,  opium,  cocaine  and 
the  like.  But  they  also  decriminalized 
the  sale  and  use  of  small  quantities  of 
so-called  soft  drugs — marijuana  and 
hashish. 

It's  fashionable  in  Europe  right 
now  to  beat  up  on  Holland  for  its  lax 
policies  on  soft  drugs.  French  Prime 
Minister  Jacques  Chirac  threatened 
to  close  Holland's  border  with  France 
because  of  them;  the  French  parlia- 
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ment  suspended  the  implementation 
of  the  European  Union's  Schengen 
agreement,  which  was  to  allow  free 
movement  of  people  across  some  bor- 
ders. A  top-ranking  Bonn  official  fol- 
lowed up  with  a  demand  that  the 
Dutch  make  a  "fundamental  change" 
in  their  drug  policy. 

Last  year  the  Dutch  embassy  in 
Washington  had  to  defend  itself  from 
a  scathing  attack  by  the  U.S.  Drug 
Enforcement  Administration. 

But  have  the  critics  checked  out  the 
statistics?  According  to  estimates  by 
the  United  Nations  International 
Drug  Control  Programme,  over  7%  of 


the  U.S.  population  "abuses"  canna- 
bis, compared  with  under  4%  in  Hol- 
land. Various  EU  studies  indicate  that 
Holland  has  1 .6  hard-drug  addicts 
per  1,000  inhabitants.  The  number 
compares  with  2.5  in  France,  3  in  Italy 
and  5.3  in  Switzerland. 

The  U.S.  wasn't  included  in  these 
studies,  but  others  show  that  the  U.S. 
is  still  by  far  the  largest  consumer  of 
illicit  drugs,  despite  the  continuing 
multibillion-dollar  war  on  drugs.  The 
119  million  tons  of  cocaine  seized  in 
the  U.S.  in  1993  alone  had  a  street 
value  of  some  $15  billion.  Some  10 
million  Americans  smoke  pot  every 
month,  and,  unlike  our  President, 
most  of  them  inhale. 

In  decriminalizing  the  possession 
of  up  to  an  ounce  of  marijuana  or 
hashish  in  1976  and  at  the  same  time 
massively  increasing  sentences  for 
hard-drug  dealing,  the  Dutch  au- 
thorities had  a  clear  goal  in  mind.  The 
authorities  wanted  to  drive  a  wedge 
between  the  hard-drug  and  soft-drug 
communities,  between  casual  users 
and  big-time  dealers.  It  wasn't  the 
psychoactive  properties  of  hashish, 
the  authorities  reasoned,  but  contact 


Wernard  at  the 
"taste"  bar 
in  his  hashish 
department  store 
Holland's  home 
growers  have 
quickly  captured 
65%  of  the  $500 
million  soft-drug 
market. 


Rolling  a  joint  in 
coffeeshop,  Siberia 
Holland's  grown- 
up approach  to  soft 
drugs  is  some- 
where between  the 
opium  orgies  of 
the  19th  century 
and  the  failed 
"zero  tolerance" 
of  the  20th. 


with  the  criminal  subculture  that 
leads  to  serious  antisocial  behavior. 

In  this  plan  the  authorities  have 
succeeded  brilliantly.  A  flurry  of  en- 
trepreneurial soft-drug  businesses,  all 
taxed  and  part  of  the  formal  economy, 
have  sprung  up.  The  number  of  "'cof- 
fee shops"  in  Amsterdam,  for  exam- 
ple, has  grown  to  450,  each  selling  on 
average  $  1 50,000  worth  of  soft  drugs 
per  year.  The  flashy  Bulldog  Palace  on 
Leidseplein,  the  Times  Square  of  Am- 
sterdam, serves  food  and  drinks  in  a 
large  outdoor  cafe.  Downstairs  you 
can  buy  bags  of  "Haze11  and  "Skunk" 
cannabis,  tequila-flavored  lollipops 
and  Bulldog  T  shirts  at  $17  a  throw. 

But  remember  the  policy:  Drugs 
are  okay,  up  to  a  point.  The  Dutch 
police  instantly  close  a  coffee  shop  if 
there  is  even  a  whiff  of  hard-drug 
dealing. 

With  so  much  to  lose,  soft-drug 
entrepreneurs  hire  bouncers  to  eject 
anyone  using  or  dealing  in  hard 
drugs.  A. CM.  Jansen,  an  economist 
at  the  University  of  Amsterdam,  has 
studied  the  coffee  shop  phenomenon. 
Jansen  reports  that  in  small  coffee 
shops  other  customers  will  berate  and 


chase  away  addicts  looking  for  heroin. 

The  Dutch  cops,  in  other  words, 
now  have  the  soft-drug  communities 
helping  them  contain  and  discipline 
the  hard-drug  users. 

The  drug  policy  has  created  any 
number  of  opportunities  for  young 
entrepreneurs.  Consider  a  man 
known  simply  as  Wernard,  for  exam- 
ple. In  the  early  1970s  Wernard  was  a 
coffee  shop  pioneer,  selling  drugs 
smuggled  through  Zurich's  Kloten 
airport.  In  the  mid-1980s  he  teamed 
up  with  Americans  who  brought  to 
Holland  seeds  and  know-how.  To- 
gether they  bred,  cloned  and  devel- 
oped new  cannabis  strains  that  would 
flourish  in  Holland.  Today  these  po- 
tent strains  of  marijuana  plants  are 
called  "Nederweed." 

"Nederweed"  has  spawned  the 
multimillion-dollar  Positronics,  Wer- 
nard's  "grow  shop"  department 
store.  At  the  main  counter  salesmen 
advise  home  growers  on  whether  they 
should  buy  the  $106  digital  hygrom- 
eters or  the  $65  mini-industrial  venti- 
lators or  the  $17  two-liter  fertilizers. 
A  home  grower's  starter  indoor  kit 
with  lamp  costs  around  $750,  fits  in  a 
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Americans  Douglas  Mignolla  and  Adam  Dunn  with  their  hemp  fashions 
Entrepreneurs  are  tapping  cannabis  sativa's  rich  history  for  new  uses. 


closet  and  will  yield  annually  2  kilos  of 
high-grade  pot  during  five  harvests. 
Wernard  even  sells  $20  "'licenses" 
that  tell  the  police,  should  they  inves- 
tigate, that  the  one-light  Positronics 
"system"  yields  only  enough  pot  for 
personal  use. 

We  ate  lunch  in  De  Cantina,  Wer- 
nard's  vegetarian  coffee  shop.  The 
place  was  packed,  not  only  with  locals 
but  also  with  Americans,  Germans, 
Swiss  and  Italians.  Wernard,  45,  sells 


around  $1,000  worth  of  pot  a  day 
from  De  Cantina  and  has  installed  a 
"test"  bar — De  Cantina  is  a  kind  of 
Starbuck's  to  the  soft-drug  trade. 
Marijuana  pipes  have  been  fitted  with 
small  vacuum  cleaners  normally  used 
to  clean  the  interior  of  a  computer. 
When  lit,  the  pipes  blow  a  steady 
stream  of  cannabis  smoke.  Thus 
smokers  can  inhale  and  choose  their 
preferred  flavor. 

Wernard  is  coy  about  his  profits, 


but  they're  sizable.  He  charges  $1.50 
a  "taste";  an  employee  travels  down  a 
tightly  packed  line  of  tourists  so  the 
"taste"  bowl  of  pot  yields  several 
grams  worth  of  revenue. 

By  decriminalizing  marijuana  and 
hashish  and  making  the  business  visi- 
ble, Holland  not  only  collects  a  lot  of 
taxes  it  would  otherwise  never  see, 
but  also  keeps  a  lot  of  drug  money 
inside  the  country.  Ten  years  ago  all 
the  soft  drugs  consumed  in  Holland 
were  smuggled  in  by  organized  crime 
rings  from  Morocco,  Afghanistan  and 
Turkey.  But  due  to  the  innovations  of 
Wernard  and  others,  there  are  now 
over  35,000  home  growers  in  Hol- 
land. The  result:  About  65%  of  the 
$500  million  in  soft  drugs  consumed 
today  is  Dutch  homegrown.  "The 
small  growers'  technical  sophistica- 
tion pushed  out  criminals,"  says  Am- 
sterdam University's  Jansen. 

Holland's  professional  potheads 
sound  like  French  vintners,  waxing 
lyrical  about  how  Scythians  inhaled 
smoldering  cannabis  seeds;  how 
spiced  "bhang"  milkshakes  were 
drunk  in  honor  of  Kali,  the  Hindu 
goddess;  how  medieval  Islamic  Sufis 
developed  the  technique  of  rubbing 
the  marijuana  resin  into  hashish.  A 
drug  so  entwined  with  the  culture  of 
man  must  be  treated  with  respect. 

Lately  the  entrepreneurs  are  tap- 
ping the  drug's  rich  history  for  mod- 
ern commercial  uses.  Emperor  Nero's 
surgeon,  Dioscorides,  named  canna- 
bis sativa  and  praised  its  healing  prop- 
erties. Today  Wernard  is  developing 
"medi-weeds,"  working  with  doctors 
who  prescribe  pot  to  patients.  Anoth- 
er entrepreneur  is  supplying  20  kilos 
of  cannabis  to  a  prestigious  Berlin 
institute  for  aids  research. 

Hemp,  a  strain  of  cannabis  sativa 
that  for  centuries  produced  the  tough 
fiber  used  in  ropes  and  cloth,  is  an 
important  by-product  for  these  busi- 
nessmen. Adam  Dunn  and  Douglas 
Mignolla — American  entrepreneurs 
in  their  late  20s — are  now  selling 
hemp  fashions  in  Ansterdam.  Their 
Hemp  Works  store  features  hemp  lin- 
gerie, hemp  jeans  and  cannabis  sham- 
poo. "Too  much  competition  selling 
cannabis  seeds,"  says  Dunn. 

Amsterdam  is  a  libertarian's  fanta- 
sy. Every  November  it  hosts  a  canna- 
bis trade  fair  known  as  the  "Cannabis 
Cup."  From  around  the  world  thou- 
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na  ror  your  main  course,  they 
make  you  chase  the  cow. 


You're  ready  to  dive  in.  You  want 
to  enhance  your  products  and  ser- 
vices by  placing  the  power  of  the 
Web  directly  inside  them.  But 
first  you  need  the  proper  tools  - 
flexible  technology  that  works 
across  any  platform,  with  compo- 
nents that  can  be  served  up  and 
implemented  in  a  hurry.  You  also 


May  we  suggest. ..Look  into 
Spyglass.  We're  the  only  partner 
that  offers  Web  technology  kits 
to  order.  We  cater  our  tech- 
nology to  fit  your  needs,  not  the 
other  way  around.  Our  unique 
client/server  components  can 
be  placed  directly  into,  well, 
anything.  Financial  software? 


want  good  service  -  a  partner  www.spyglass.com  Indeed.  Hardware?  Hardly  a 
who  works  with  you  and  delivers  on-time.  problem.  PDAs?  Absolutely.  If  you're  ready 
Unfortunately,  when  it  comes  to  the  truly  to  open  a  whole  new  world  of  opportunity  to 
customized  multi-platform  support  you're  your  business,  your  products  and  customers, 
looking  for,  many  Web  technology  providers  then  contact  Spyglass  today.  We'll  help  you 
are  out  to  lunch.  Make  The  Net  Work. 


S  PYG  LAS  S 

Make  The  Net  Work™ 


Spyglass,  the  Spyglass  logo,  and  "Make  The  Net  Work"  are  trademarks  of  Spyglass,  Inc.  For  inquiries  call  1-708-245-6615. 
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Ben  Dronkers  with 
hemp-harvesting 
equipment,  part  of 
his  $20  million 
hashish  empire 
Dronkers  has 
been  arrested 
80  times, 
a  necessity 
as  he  and  Dutch 
authorities 
decide  what  an 
"acceptable" 
drug  dealer  is. 


sands  of  "narco  tourists"  descend  to 
taste  the  hottest  new  strain  of  pot, 
catch  up  on  the  latest  technological 
developments  and  watch  a  hemp  fash- 
ion show. 

A  frequent  winner  of  the  Cannabis 
Cup  is  47-year-old  Ben  Dronkers 
from  Rotterdam.  He  owns  cannabis 
businesses  with  revenues,  he  says,  of 
$12  million,  including  the  world's 
largest  marijuana  seed  bank  and 
3,000  acres  of  hemp  that  he  is  turning 
into  absorbant  hemp  chips  for  horse 
bedding  at  a  factor}'  in  north  Holland. 

Dronkers  also  knows  how  to  sell  to 
the  narco  tourists.  During  the  Canna- 
bis Cup  he  sells  $117  tickets  for  his 


Cannabis  Castle  Tour.  A  bus  takes 
tourists  to  an  estate  outside  Amster- 
dam to  see  ''grow  rooms  and  green- 
houses where  award-winning  strains 
were  developed."  The  tour  includes 
meals,  live  acts  and  "free  samples." 

We  paid  $3.50  to  visit  Dronkers1 
Hash  Marihuana  Hemp  Museum  in 
downtown  Amsterdam.  On  display 
are  ancient  Indian  pipes,  a  1944  New 
York  Academy  of  Medicine  study  rec- 
ommending the  legalization  of  mari- 
juana and  a  video  showing  how  pot  is 
grown.  The  place  was  full  of  well-off 
baby  boomers  from  the  U.S.  and 
Europe. 

These  narco  tourists  are  a  boon  to 


Holland's  anemic  economy.  They 
buy  an  estimated  $180  million  in 
cannabis  a  year  directly  from  coffee 
shops — and  spend  a  lot  more  staving 
in  three-  and  four-star  hotels,  eating 
at  expensive  restaurants  and  visiting 
Holland's  other  tourist  sites.  Narco 
tourism  may  account  for  as  much  as 
25%  of  Holland's  $5.3  billion  tourist 
income. 

It's  this  movement  of  the  smokers 
back  and  forth  across  their  borders 
that  drives  Germany  and  France  ba- 
nanas. They've  got  a  point.  In  a  fron- 
tierless  Europe,  Holland's  approach 
often  translates  into  cross-border 
drug  deals.  Coffee  shops  have  sprung 


"Reefer  madness" 


Marijuana  might  be  le- 
gal in  the  U.S.  today  but  for 
the  zeal  of  Harry  An- 
slinger.  He  was  a  prohibi- 
tionist who  became  head 
of  the  new  Federal  Bureau 
of  Narcotics  in  1931 . 
Anslinger  had  been  a  key 


figure  behind  America's 
alcohol  prohibition.  In  his 
new  position  he  went  af- 
ter marijuana. 

In  the  1920s  marijuana 
was  used  commonly  in  the 
U.S.  for  its  medicinal 
properties.  It  was  smoked 
recreationally  by  some 
musicians.  By  the  late 
1920s  a  rash  of  articles 
about  "reefer  madness" — 
many  written  by  An- 
slinger himself — sud- 
denly  appeared  in  papers 


across  the  country.  In 
1927  the  New  York  Times 
printed  a  sensational 
story  about  how  a  Mexi- 
can woman  went  insane 
eating  cannabis  leaves.  At 
the  hearings  of  the  Marr- 
huana  Tax  Act  in  1937, 
Anslinger  testified  that  a 
21 -year-old  Floridian  ax- 
murdered  his  entire  fam- 
ily because  he  smoked  pot. 
Anslinger  declined  to 
mention  that  authorities 
had  tried  to  institution- 


alize the  boy  for  insanity  a 
year  before  he  ever  tried 
the  drug. 

And  so  the  myth  of 
"killer  reefer,"  the  "assas- 
sin of  youth,"  was  estab- 
lished. The  drug  was  out- 
lawed in  1937.  Some 
states  decriminalized  mari- 
juana in  the  1970s,  but 
these  policies  were  effec- 
tively overturned  by  the 
"zero  tolerance"  that  be- 
came national  policy  in 
the  1980s.     -R.C.M.  Mt 
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You   pat  them   on  the  back. 
Give  them   a  bigger  office. 

A  reserved   parking  space. 

You   buy  pens  with  the   rubber  grip 
You   do  a   lot  to   make  your  employees  comfortable. 


Keep   it  up 


The   1996  Chevy  Lumina 


There's  no  better  way  to  show  your  employees  that  you  care  about  their  comfort 
than  by  Choosing  a  1996  Chevy  Lumina  for  your  fleet.  A  roomy  interior  that  seats  six 
comfortably  allows  them  to  relax,  stretch  out  and  enjoy  the  ride.  Safety  features 
ike  dual  air  bags  and  available  ABS  provide  important  peace  of  mind.  A  V6  fuel-injected 
engine  offers  the  added  security  of  having  power  when  it's  needed.  But  your  employees 
won't  be  the  only  ones  comfortable  with  Lumina.  For  those  of  you  with  a 
budget  to  consider,  you'll  find  the  base  price  of  Lumina  quite  comforting  indeed. 
Call  1 -800-FLEET-OPerations  for  more  information. 


Genuine  Chevrolet1 

The  Cars  More  Americans  Trust. 


Chevrolet  Emblem  and  Lumina  are  registered  trademarks  and  Chevy  is  a  trademark  of  the  GM  Corp.  ©1996  GM  Corp.  All  Rights  Reserved.'  Buckle  up.  America! 


A  letter  from 
theTippelzone 

What  do  you  do  with 
junkie  prostitutes  who  pa- 
rade before  the  best  ho- 
tels picking  up  men?  Hol- 
land's answer  is  to  chase 
such  ladies  out  of  the 
downtown  areas  and  into 
a  Tippelzone,  a  specially 
designed  streetwalk- 
ers' park. 

One  such  park  is  in  an 
industrial  suburb  of  Am- 
sterdam. At  11  p.m.  on 
the  Theemsweg,  it's  bump- 
er-to-bumper bmws  and 
jalopy  pickups.  The  cars 
pass  through  steel  gates 
and  trawl  around  the 
fenced-in  loop  of  a  track. 
About  70  prostitutes  stand 
under  bus  stop  shelters 
dotted  along  the  track  ev- 
ery few  meters.  Four  po- 
licemen watch  from  the 
side,  keeping  order. 
Pimps  are  banned;  they 
watch  from  the  other  side 
of  the  steel  gates. 

Business  is  brisk.  An 
Alfa  Romeo  stops,  and  a 
woman  in  thigh -high 
boots  and  a  thong  under  a 
lambskin  jacket  jumps 
into  the  car.  The  price  for 
sex  is  $30.  The  car  con- 
tinues a  few  more  meters, 
then  branches  off  to  a 
double  row  of  steel  boxes 
resembling  horse  stalls. 
The  Alfa  Romeo  pulls  into 
the  stall;  sex  is  per- 
formed in  the  car.  When 
they  finish,  condoms  are 
disposed  of  in  handy  stall- 


side  bins,  and  the  car 
continues  along  the  track 
out  of  the  park.  At  6 
a.m.,  when  the  park  closes, 
cleaners  come  to  empty 
out  the  bins. 

"If  the  prostitutes  step 
out  of  the  park  to  do  their 
business,  they're  arrest- 
ed," says  Inspector  Anne- 
marie  Feye  of  the  Amster- 
dam police.  But  the  prosti- 
tutes can  have  a  cup  of 
coffee  and  cake  at  the  park 
"house."  They  can  also 
buy  condoms  and  meet  the 
state-provided  doctor 
and  social  worker. 

This  reporter  talked 
to  some  of  the  women,  but 
they  were  too  stoned  to 


be  coherent.  Or  they 
could  speak  only  Span- 
ish. About  30  of  the  pros- 
titutes were  transsexuals 
from  South  America,  half- 
way through  their  sex 
changes  and  working  to 
pay  for  the  expensive  op- 
erations. Some  of  the  she- 
males  were  petite  and 
glamorous,  if  glassy-eyed 
from  drugs.  Others  were 
fat,  bursting  out  of  their 
high  heels,  needing  a 
shave.  And  still  the  cars 
stopped. 

Weird?  Consider  this: 
The  $1.8  million  Tippel- 
zone was  paid  for  by 
Dutch  taxpayers.  "It  will 
look  better  when  we 


plant  the  flowers," 
says  Feye. 

Here's  how  the  Dutch 
do  their  Tippelzone  cost/ 
benefit  analysis:  Down- 
town Amsterdam  is 
cleansed  of  streetwalkers; 
the  action  is  contained,  and 
police  can  easily  monitor 
the  scene;  violent  attacks  on 
the  girls  are  reduced;  con- 
stant medical  attention  and 
education  reduce  the 
health  risks.  It  costs  about 
$46,000  a  year  to  treat  an 
AIDS  patient,  so  if  the  Tip- 
pelzone saves  39  people 
from  getting  AIDS,  the  tax- 
payer has  recouped  the 
park's  cost  in  one 
year.  -RC.M.  HI 


up  in  the  border  towns  like  Arnhem, 
Venlo  and  Maastricht.  Holland  has 
become  the  EU's  largest  producer  of 
personality-altering  Ecstasy  tablets. 

But  Holland  is  not — as  detractors 
claim — a  narco  state.  There  is  little 
corruption.  While  cannabis  is  decrim- 
inalized, it  is  still  illegal,  and  the  au- 
thorities will  smash  big-time  orga- 
nized crime  dealers.  In  1994  the  po- 


lice seized  524,000  pounds  of 
cannabis,  four  times  what  was  seized 
in  finger-pointing  France.  They 
closed  down  27  highly  organized 
crime  rings  involved  in  drug  traffick- 
ing. They  netted  18,000  pounds  of 
cocaine,  541  pounds  of  amphet- 
amines, 473  pounds  of  heroin.  It's  a 
myth  that  Holland  is  all  tolerance. 
Under  intense  pressure  from  its 


neighbors,  Holland  is  promising  a 
wave  of  crackdowns,  including  cut- 
ting the  number  of  coffee  shops  in 
half.  But  it  won't  fundamentally 
change  its  hard  drugs/soft  drugs  poli- 
cy. Says  Bernhard  Scholten,  the  Am- 
sterdam police's  foreign  affairs 
spokesman,  "It's  better  to  have  all 
this  in  the  open  so  we  can  keep  an  eye 
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You  don't  need  a  computer.  Or  a  calculator. 
Or  even  a  sharp  pencil. 
This  one  you  can  figure  in  your  head. 
Because,  fact  is,  the  new  Citation  Bravo  cruises 
faster,  climbs  higher,  offers  more  passenger  comfort 
and  leading-edge  technology  than  any  other  simi- 
larly priced  jet  or  turboprop  manufactured  today. 
Which  makes  the  number-crunching  all  very  simple. 
The  Bravo  flies  up  to  125  mph  faster  and  two  miles 
igher  than  the  best-selling  turboprop.  It  has  a  range 
3ver  1,600  statute  miles,  carrying  six  passengers  and 
(FR  reserves.  It  features  rugged  trailing-link  gear  for 
softer  landings;  an  airstair  entry  for  easier  boarding; 


three  8  x  7- inch  EFIS  tubes,  including  pilot's  and 
copilot's  Primary  Flight  Displays,  plus  a  Multi-Function 
Display;  and  new-generation  Pratt  &  Whitney  530A 
engines  for  more  power  on  less  fuel  than  earlier  versions. 

Better  yet,  Bravo  costs  less  to  operate  and  maintain 
than  any  comparably  sized  new  turboprop  or  light  jet. 
And  Cessna  will  guarantee  that  in  writing. 

So,  add  it  up.  Then  go  with  the  numbers.  Starting 
with  those  that'll  connect  you  to  Roger  Whyte, 
Vice  President,  Worldwide  Sales, 
at  1-800-4-CESSNA. 

Citation  bravo  aJrf 

A  Textron  Company 
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INTRODUCTION 


MONEY  GUIDE 


If  you  want  to  learn  from  the  past,  learn  the  right  lessons.  One  lesson  not  to  draw  is 
that  stocks  are  a  great  buy  now  because  they  went  up  a  lot  last  year. 


Look 
backward 

hit  wall 


By  William  Baldwin 

It's  a  sign  of  the  times.  An  adver- 
tisement for  the  John  Hancock 
mutual  funds  begins  this  way:  "[In] 
1929,  George  Myers  was  ruined 
because  he  had  his  money  on  Wall 
Streeet.  Sixty-seven  years  later,  the 
same  could  happen  to  his  grand- 
daughter if  she  doesn't." 

Hancock's  implied  pitch  for  equi- 
ty funds  fits  right  in  with  the  popular 
mood.  It  is  taken  as  gospel  among 
financial  planners,  and  even  at 
august  publications  like  the  Wall 
Street  Journal,  that  all  your  long- 
term  savings  should  be  in  stocks, 
because  stocks  have  the  best  returns. 
Money  pours  into  stock  funds  at  a 
rate  of  $25  billion  a  month.  You  see 
magazine  profiles  of  smiling  couples 
basking  in  their  35%  returns. 

Wall  Street's  moods  are  strange 
and  impossible  to  predict.  But  some 
research  by  Robert  Shiller,  a  profes- 
sor of  economics  at  Yale,  has  begun 
to  shed  some  light  on  investor  psy- 
chology. Shiller  and  two  colleagues 
analyzed  surveys  of  investor  senti- 
ment in  Japan,  taken  before  and  after 
that  country's  great  crash,  which 
began  in  late  1989  and  cut  the 
Nikkei  average  in  half.  Before  the 


crash,  confidence  was  high  and  esti- 
mates of  the  chance  of  a  crash  were 
low.  After  the  crash,  the  reverse  was 
true.  In  forming  their  expectations 
of  the  future,  in  other  words, 
investors  look  to  the  past. 

What's  wrong  with  projecting  the 
past  into  the  future?  Just  this:  If  you 
aren't  careful,  your  extrapolation  will 


have  you  pursuing  an  investment 
most  avidly  just  when  it  is  the  most 
overpriced. 

Consider  this  analogy.  You  are 
shopping  for  an  apartment  building 
as  an  investment.  You  find  one  with 
an  income  (rent  roll  less  expenses)  of 
$100,000  a  year.  It's  priced  at  $1.3 
million. 


Stocks  are  getting  expensive 
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Against  the  $41  consensus  earnings  forecast  for  1996,  the  S&P  500,  at  672, 
doesn't  look  terribly  out  of  line.  But  a  more  conservative  stance  is  to  compare 
prices  with  a  five-year  earnings  average.  On  that  score,  stocks  are  not  cheap. 
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You  pass  on  the  offer.  A  year  later, 
I  you  come  back.  The  rental  income 
I  has  inched  ahead  to  $103,000.  But 
I  now  the  seller  wants  $2.3  million. 
,  Why  on  earth  should  I  pay  22  times 
I  earnings  for  an  apartment  building? 
d  you  want  to  know.  Look  at  the  capi- 
I  tal  gains  potential,  says  the  seller. 
|!  This  piece  of  property  has  appreciat- 
i  ed  $1  million  in  only  a  year.  With 
I  profits  like  that,  he  says,  you  don't 
I  even  have  to  bother  with  collecting 
i  the  rent. 

There's  a  certain  element  of  such 
I  illogic  lurking  in  the  current  appeal 
:  of  the  stock  market.  Put  100%  of 
I  your  401(k)  in  stocks,  you  are  told, 
h  because  the  total  return  from  stocks 
i  has  been  much  better  than  the 
N  returns  from  bonds.  The  return  in 
i;  question  includes  price  appreciation. 
I  So,  the  higher  stocks  go,  the  more 
[i  most  people  want  them. 

If  you  have  any  doubts  about 
whether  this  tail-chasing  can  make 
stock  investors  run  around  and 
around,  look  at  the  story  on  page 
216.  The  main  reason  for  owning 
Presstek  is  that  the  stock  goes  up. 
Why  even  bother  with  earnings? 

Forgive  us  for  being  a  little  old- 
fashioned,  but  we  think  earnings  and 
dividends  do  matter.  Earnings  on  the 
s&P  500  index  over  the  past  five 
years,  restated  in  1996  dollars,  have 
averaged  $30.  (That  figure,  an  aver- 
age for  1992-96,  uses  a  $41  consen- 
sus forecast  for  1996.)  This  makes 
the  s&P  at  its  recent  close  of  672 
rather  expensive,  with  a  price/earn- 
ings multiple  of  22.  That's  well 
above  the  typical  multiple  for  this 
century  (see  chart). 

You  can  still  make  a  case  for  own- 
ing stocks.  It  would  go  something 
like  this:  The  five-year  earnings  aver- 
age was  dragged  down  by  some  big- 
bath  writeoffs  at  the  beginning  of 
the  1990s.  Recent  earnings  gains 
have  been  very  strong.  You  can 
expect  more  of  them  in  the  next  sev- 
eral years  as  big  corporations  enjoy 
fatter  revenues  with  payrolls  only 
slightly  larger  than  before. 

So  if  you  want  to  be  100%  invest- 
ed in  stocks,  you  can  justify  your 
decision.  But  don't  buy  stocks  with- 
out thinking  about  earnings  fore- 
casts. Don't  own  stocks  merely 
because  they  went  up  a  lot  in  price. 
Nobody  can  call  a  market  top,  and 


you  shouldn't  try.  But  you  do  have 
to  make  a  decision  about  how  to 
allocate  your  wealth,  and  you 
should  be  rational  about  it.  If 
you  were  too  timid  to  have 
much  money  in  the  stock 
market  a  few  years  ago, 
when  prices  were  much 
lower  in  relation  to 
earnings,  you 
shouldn't  be  mov- 
ing   heavily  into 
stocks  now.  If  you 
are    mostly  out 
now,  add  stocks  if 
and    when  the 
price/ earnings 
multiple  regresses 
to    its  historical 
mean,  near  1 5 . 

What   else  can 
you   do   to  make 
yourself    a  more 
intelligent  investor? 
We  hope  this  annual 
Money  Guide  will  give 
you  some  ideas. 

Consider  the  alternatives. 
Instead  of  adding  to  your 
stock    portfolio,    you  could 
acquire  some  assets  of  the  sort  that 
underlie  stock — soil,  timberland  and 
real  estate,  to  name  a  few.  We  take  a 
look  at  these  options  in  the  section 
that  follows,  "Alternative  Assets." 

Here's  another  option.  Hold 
stocks,  but  neutralize  some  of  your 
risk.  See  the  article  on  market-neutral 
investing  on  page  126. 

Hit  3 em  where  they  ain't.  Focus 
your  buying  on  the  less  popular 
stocks  or  the  less  heavily  trafficked 
sectors.  In  the  article  on  page  158 
money  man  lohn  Keeley  talks  about 
looking  for  buys  among  corporate 
castoffs — spunoff  stocks  without  a 
following  on  Wall  Street.  On  page 
166  we  look  at  second-tier  Japanese 
stocks  that  are  cheaper  than  their 
famous  competitors.  And  on  page 
146  Forbes  columnist  David 
Dreman  makes  the  case  for  buying 
out-of-favor  stocks  rather  than 
growth  stocks. 

Watch  your  costs.  Trading  costs  and 
management  fees  can  eat  deeply  into 
your  returns.  This  is  particularly  true 
of  international  investing.  The  arti- 
cles on  page  162  and  page  170  look 
at  how  to  economize  when  con- 
structing an  international  portfolio. 


Watch  your  taxes.  The  wrong  steps 
could  cost  you  or  your  heirs  tens  of 
thousands  of  dollars,  so  read  the 
guidebook  to  IRA  payouts  that 
begins  on  page  194.  Our  tax  section 
also  tells  you  how  to  exploit  Internal 
Revenue  Code  giveaways  (p.  204) 
and  the  rules  on  travel  and  enter- 
tainment deductions  (p.  200). 

Do  you  have  life  insurance?  Do 
you  know  how  putting  ownership  of 
the  policy  in  the  wrong  name  could 
blow  holes  in  your  estate  plans?  Read 
the  article  on  page  210. 

Have  realistic  expectations.  This  is 
your  surest  defense  against  buying  at 
the  top  and  selling  in  a  panic  later.  If 
you  are  trying  to  build  an  asset  base 
you  can  live  off  in  retirement,  the 
story  on  page  186  is  a  must. 

None  of  these  lessons  will  satisfy 
someone  looking  for  a  list  of  stocks 
that  are  going  to  double.  They  will, 
we  think,  prove  of  more  lasting 
value,  whatever  happens  to  the  Dow 
next  week  or  next  year. 
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Want  to  profit  from  the  market  without  being  exposed 

to  its  sometimes  irrational  swings? 

Have  you  considered  market-neutral  investing? 

Dow  2,000? 
Dow  10,000? 
Who  cares? 


x 


By  Robert  Lenzner  and  Bruce  Upbin 

At  14  years  of  age,  the  great  bull 
market  is  getting  a  little  long  in 
the  tooth.  Those  33%  gains  in  the 
Dow,  like  the  one  last  year,  can't 
go  on  forever.  You  are  getting 
nervous  .  .  .  but  you  don't  want  to  sell 
and  give  a  quarter  to  a  third  of  your 
gains  to  the  tax  collector.  Anyhow, 
who  wants  to  sit  on  the  sidelines  at 
times  like  these? 

It  isn't  foolproof  or  totally  crash- 
proof, but  there's  a  way  to  have  your 
cake  and  eat  it,  too. 

It's  called  market- neutral  investing. 
You  make  bets  on  stocks  or  bonds  or 
futures  and  options,  but  they  are  neu- 
tral bets.  You  don't  care  where  the 
market  goes.  If  you  play  it  right,  you 
can  make  fairly  good  money  in  bull 
markets  and  fairly  good  money  in  bear 
markets,  too.  In  sports- betting  terms, 
you  are  playing  the  point  spreads,  the 
way  that  professional  gamblers  do  in 
Las  Vegas. 


Some  very  establishment  types  are 
doing  it.  Harvard  University  is  doing 
$14  billion  of  market- neutral  invest- 
ing, taking  that  amount  of  bullish  bets 
and  pairing  them  off  with  the  same 
amount  of  bearish  bets.  The  university 
also  has  conventional  long-term  in- 
vestments in  stocks  and  bonds,  but 
the  market- neutral  portion  of  its  port- 
folio is  truly  immune  to  the  market's 
direction. 

Some  of  the  looser  trading  practices 
of  the  1980s  gave  arbitrage  a  bad 
name,  but  arbitrage  is  really  what  we're 
talking  about.  In  the  classic  example, 
arbitrage  means  buying  gold  in  New 
York  and  simultaneously  selling  it  at  a 
slightly  higher  price  in  London.  On 
modern-day  Wall  Street,  arbitrage 
means  buying  one  auto  stock  and 
shorting  another,  or  buying  a  convert- 
ible bond  and  shorting  the  stock  into 
which  it  is  convertible,  or  buying  into  a 
mortgage  pool  while  selling  short  cer- 


tain carefully  chosen  Treasury  futures. 

Mind  you,  market-neutral  does  not 
mean  risk-free.  Say  you  buy  Ford  and 
short  GM  because  you  think  Ford  is 
going  to  take  away  some  of  GM's  lucra- 
tive pickup  truck  business.  What  if 
you're  wrong?  What  if  GM  goes  up  and 
Ford  goes  down?  You  could  lose  mon- 
ey on  both  positions. 

Merger  arbitragers  buy  the  stock  of 
a  target  and  short  the  stock  of  the 
acquirer.  What  if  the  merger  gets 
called  off?  You  could  get  w  iped  out.  All 
that  market  neutrality'  promises  is  that 
you  don't  have  to  worn1  about  where 
the  Dow  is  headed.  It's  a  tricky  busi- 
ness, but  it  has  this  great  appeal:  If  you 
play  it  right,  you  can  make  money  even 
in  lousy  markets. 

Can  you  play  this  game  as  an  indi- 
vidual trader?  You  can,  but  you  may  be 
at  a  significant  disadvantage.  The  most 
lucrative  varieties  of  arbitrage  demand 
access  to  statisticians  and  fancy  com- 
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puters;  you  can't  compete  there.  If  you 
have  enough  money,  you  can  get  into  a 
hedge  fund  that  does  market-neutral 
investing,  but  fees  will  be  high — typi- 
cally, a  fifth  of  profits.  If  your  strategy 
involves  taking  short  positions  in  indi- 
vidual stocks,  your  return  will  be 
dragged  down  by  the  unfavorable 
terms  offered  by  brokers:  They  almost 
always  refuse  to  credit  you  with  any  of 
the  interest  generated  by  the  proceeds 
of  your  short  sale. 

But  there  are  things  you  can  cost- 
effectively  do  to  make  your  portfolio 
more  market-neutral,  including  short- 
ing stock  index  futures  and  buying 
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market  puts  (see  box,  p.  128). 

There  is  at  least  $100  billion  of 
capital  invested  in  five  different  mar- 
ket-neutral strategies.  That  capital,  of 
course,  represents  a  much  larger  vol- 
ume of  positions.  The  $20  billion 
invested  in  fixed-income  market-neu- 
tral strategies  probably  entails  half  a 
trillion  dollars  of  positions. 

Hedge  Fund  Research,  Inc.  in  Chi- 
cago evaluates  2,000  hedge  funds  for 
prospective  investors,  charging  fees 
ranging  upward  from  0.25%  of  assets 
annually.  So  HFR  is  not  an  unbiased 
source,  but  these  folks  know  the  field 
and  have  looked  at  the  various  market- 


neutral  strategies. 

Four  different  market-neutral  strat- 
egies HFR  has  looked  at  have  all  done 
well  in  the  past  six  years.  They  have 
outperformed  the  averages  in  bearish 
markets,  and  haven't  done  so  badly  in 
bullish  intervals,  either.  An  index  of 
hedge  funds  (a  group  that  now  num- 
bers 40 )  that  pair  long  and  short  trades 
averaged  a  compound  annual  return  of 
14.6%  (net  of  fees)  over  the  six  years 
through  Dec.  31,  to  13%  for  the  S&P 
500  market  index. 

Another  index,  this  one  of  merger 
arbitrage  funds  (now  including  22 
funds),  netted  12.5%  a  year.  The  funds 
hfr  tracks  (now  numbering  32)  that 
do  convertible  arbitrage — buying 
convertible  bonds  while  shorting  the 
associated  stock — averaged  a  return  of 
13.9%.  An  index  of  funds  investing  in 
distressed  securities  (now  numbering 
42)  averaged  a  22%  return. 

"These  strategies  work  well  be- 
cause they  are  largely  uncorrelated 
with  the  general  market  averages," 
says  George  Van,  chairman  of  Van 
Hedge  Fund  Advisors,  Inc.  in  Nash- 
ville, Tenn.  Meaning:  You  don't  make 
a  lolling  on  them,  but  you  can  do 
passably  well  while  lowering  your 
overall  volatility. 

It  can  be  comforting  to  be  in  a 
market-neutral  position  when  the 
market  takes  a  big  dip.  There  have 
been  six  quarters  since  Jan.  1,  1990, 
when  the  stock  market  delivered  nega- 
tive returns.  Annualized,  the  S&P  aver- 
aged a  negative  15.1%  return  over  that 
cumulative  year  and  a  half.  Returns  for 
four  strategies  Hedge  Fund  Research 
classifies  as  market- neutral  were  all 
positive  during  the  same  period,  aver- 
aging from  2.5%  annualized  for  con- 
vertible arbitrage  to  20.3%  annualized 
for  distressed  securities.  Investors  in 
market-neutral  positions  must  have 
felt  pretty  smug  during  those  down 
periods. 

But  that  doesn't  mean  you  can't 
crash.  Merger  arbitragers  were 
wounded  in  February  when  Mattel's 
$5.2  billion  bid  for  Hasbro  was  called 
off.  The  merger  arbitragers  make 
their  money  betting  that  a  merger  will 
go  through.  In  general,  this  means 
buying  the  stock  of  the  acquisition 
target  and  shorting  the  stock  of  the 
acquiring  company.  If  the  merger 
goes  through,  they  lock  in  some  of  the 
premium  offered  for  the  target  stock 
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Do-it-yourself 

Market-neutral  invest- 
ing often  requires  a  big  ac- 
count balance  or  a  big 
computer  or  both.  But 
there  are  a  few  cost-effec- 
tive things  you  can  do  to 
make  your  portfolio  more 
neutral. 

Suppose  you  want  to 
lighten  up  a  stock  portfolio 
that  has  greatly  appreciat- 
ed. Just  selling  would  cost 
you  a  fortune  in  capital 
gain  taxes.  Instead,  you 
could  short  s&P  500  fu- 
tures on  the  Chicago  Mer- 
cantile Exchange.  One 
future  represents  $337,300 
of  stock,  so  you  would  do 
three  contracts  to  immu- 
nize a  $1  million  portfo- 
lio. If  stocks  keep  going  up, 
you  will  lose  a  small  for- 
tune on  the  futures  con- 
tracts but  presumably 
make  it  back  on  your  stock 
portfolio. 

An  alternative  bet  is  an 
index  option — a  put  on  the 
S&P  500,  available  on  the 
Chicago  Board  Options 
Exchange.  Example:  A 
put  expiring  in  March  1997 
with  a  strike  price  of  600 
would  cost  you  $1,000.  If 
the  s&P  500  closes  on 
Mar.  22,  1997  below  600, 


you  collect  $100  times 
the  number  of  points  the 
index  falls  short  of  600. 
If,  for  example,  the  market 
has  fallen  15%  from  its  re- 
cent 672  close,  this  put 
would  have  an  ending- 
value  of  $2,860. 

Index  futures  and  in- 
dex options  are  taxed  under 
a  "mark-to-market"  rule. 
Open  positions  are  priced 
every  Dec.  31.  You  put 
paper  gains  and  losses  on 
your  tax  return  for  that 
year  as  60%  long  term,  40% 
short  term.  Your  offset- 
ting stock  positions,  mean- 
while, wouldn't  give  rise 
to  taxable  gains  or  losses 
unless  you  sold  out  of 
them. 

There  are  variations  on 
these  themes.  If  you're 
heavy  in  large-capitaliza- 
tion manufacturing  and  en- 
ergy stocks,  use  options 
on  the  s&P  100  index, 
which  represents  the  larg- 
est companies  in  the  S&P 
500.  If  your  portfolio  is 
loaded  with  high-tech 
names  like  Intel  and  Mi- 
crosoft, consider  Nasdaq 
100  index  options.  For 
even  more  precision,  con- 
sider options  on  utility 
and  semiconductor  index- 
es, traded  on  the  Phila- 
delphia Stock  Exchange. 


Downside  to  options: 
Bid/ask  spreads  can  be  ra- 
pacious. Try  to  get  an  ex- 
ecution somewhere  in  the 
middle.  Advantage,  vis-a- 
vis short-selling:  No  loss  of 
interest  (see  main  story). 

Do  you  want  still  more 
focus  on  the  short  side?  You 
could  sell  short  shares 
you  already  own,  a  maneu- 
ver called  "shorting 
against  the  box."  This 
strategy  is  the  ultimate  in 
market  neutrality.  You 
can't  lose,  but  you  don't 
earn  anything  either.  It  is 
meant  only  to  lock  in  a 
capital  gain  until  you  want 
to  sell — perhaps  when  tax 
rates  go  down. 

Disadvantage:  The 
Clinton  Administration  has 
proposed  a  law  change 
that  would  treat  a  short  sale 
against  the  box  as  an  out- 
right sale  of  the  stock  you 
already  own. 

For  bolder  investors 
who  don't  mind  losing  that 
short-sale  interest,  here 
are  a  few  market-neutral 
but  risky  trades  recom- 
mended by  some  hedge 
fund  operators. 

Clint  D.  Carlson  of 
Carlson  Capital  in  Fort 
Worth,  Tex.  recommends 
that  you  buy  Capital  One,  a 
credit  card  issuer  trading 


at  a  fairly  low  multiple  of  its 
earnings,  while  shorting 
MBNA,  a  competitor  trading 
at  a  much  higher  multiple. 
He  also  likes  this  pair:  Buv 
1,000  shares  of  Tele- 
phone &  Data  Systems, 
short  1,150  shares  of  its 
81%-owned  subsidiary  U.S. 
Cellular. 

Angelo,  Gordon  & 
Co.,  the  utilities  expert  (see 
main  story),  offers  this 
play.  Buy  an  assortment  of 
electric  utilities  with  low 
costs  per  kilowatt-hour 
and/or  high  growth  rates 
in  the  number  of  customers 
served.  Short  utilities 
with  the  opposite  traits. 
The  firm's  buys  include 
FPL  Group,  holding  compa- 
ny for  Florida  Power  & 
Light;  DPL,  holding  compa- 
ny for  Dayton  Power  & 
Light;  and  Portland  Gener- 
al Corp.  Sell-short  rec- 
ommendations include 
Centerior  Energy  (the 
merged  Cleveland  Electric 
and  Toledo  Edison)  and 
Niagara  Mohawk  Power. 
Centerior  is  burdened 
with  some  high-cost  nucle- 
ar plants,  Niagara  by 
some  long-term  purchased 
power  contracts.  A  table 
of  utility  buys  and  sells  ap- 
pears on  p.  130. 

-R.L.  and  B.U.  mm 


by  the  acquisitor.  But  when  the  Mat- 
tel-Hasbro deal  collapsed,  the  arbs 
were  hammered. 

In  1994  a  sudden  spike  in  interest 
rates,  unaccompanied  by  a  decline  in 
the  stock  market,  damaged  convert- 
ible arbitragers  who  were  long  on 
bonds  and  short  on  stocks.  That  same 
year,  hedge  fund  operator  David  As- 
kin  was  running  portfolios  that  sup- 
posedly captured  inefficiencies  in  the 
pricing  of  mortgage  securities  while 
removing  exposure  to  movements  in 
interest  rates.  In  reality,  the  portfo- 
lios were  unbalanced,  and  the  funds 
imploded  when  interest  rates  rose. 
Loss  to  limited  partners:  in  excess  of 
$400  million. 


Foolproof)  No.  Investors  with  a 
long  memory  know  that  the  current 
wave  of  popularity  for  market-neutral 
investing  is  not  the  first.  The  75% 
annual  returns  made  in  the  1960s  by 
hedge  fund  guru  A. W.  Jones  attracted 
a  lot  of  copycats.  These  copycats  said 
they  were  hedged,  but  in  reality  they 
were  often  net  long  securities,  using 
borrowed  funds.  And  they  owned 
illiquid  unregistered  securities.  The 
bear  market  of  1969  to  1970  devas- 
tated this  species  of  speculator. 
Hedge  fund  assets  fell  precipitously, 
from  $1.3  billion  in  1968  to  about 
$300  million  by  late  1970. 

Market-neutral  investment  vehicles 
are  different  from  the  classic  hedge 


funds.  Hedge  funds  can  be  long  and 
short  anything.  Market-neutral  in- 
vesting sticks  to  a  particular  discipline 
and  class  of  securities. 

The  point  is:  Unlike  pregnancy, 
market  neutrality  comes  in  degrees. 
ljh  Alternative  Investment  Advisors, 
a  Naples,  Fla.  firm  that  recommends 
hedge  funds  to  wealthy  individuals 
and  institutions,  tells  its  clients  not  to 
bet  the  farm  on  market- neutral  in- 
vesting, but  to  regard  it  as  a  form  of 
asset  allocation.  "I  don't  advise  any- 
one having  more  than  10%  to  20%  of 
their  net  worth  in  market-neutral 
strategies,"  says  the  managing  direc- 
tor at  ljh  with  the  well-suited  name 
James  R.  Hedges  IV.  "I  think  of 


12.S 


Forbes  ■  June  17,  1996 


If  you're  an  investor  with 
an  appetite  for  aggressive 
growth  funds,  Janus  can 
satisfy  your  craving. 
First,  the  new  news: 


Janus  Olympus  Fund. 


Just  opened,  still  small  (now's  the  time  for 
nvestors  who  like  to  get  in  early).  Second,  we've 
re-opened  JanusTwenty  Fund  to  new  investors 
for  the  first  time  in  three  years.  Third  and  fourth, 


Can  we  talk  about  your 
aggressive  tendencies  for  just  a  minute? 


We've  got  your  numbers  right  here. 


Average  annual  total  returns  for  the  period  ended  3/31/96 

lYear  Life  of  Fund 
Janus  Enterprise  Fund    38.93%  25.9296 

(9/92) 

Janus  Mercury  Fund       37.23%  26.73% 

(5/93) 

JanusTwenty  Fund         39.27%  16.07% 

 :   (1/85) 

i  ■►  5  Year  15.0496,  10  Year  13.9596 


Janus  Mercury  Fund  and  Janus  Enterprise  Fund: 
they've  both  rewarded  their  investors  with 
impressive  returns  [see  numbers  at  left]. 

Four  no-load  funds  aimed  at  aggressive 
growth,  although  specific  objectives  and  port- 
folios vary.  A  quick  call  will  put  the  details  in 
your  hands  within  days. 

We  wouldn't  dare  keep  you  waiting. 


Start.  To  think  big.  ■OTiiBifiiiawBiiiiiyisilIIPh  can  or  send  for 

a  prospectus  containing  more  complete  information,  including  expenses.  Aggressive  growth  objectives 
may  lead  to  greater  price  volatility.  Please  read  all  the  materials  carefully  before  you  invest  or  send 
money.  Write  to  Janus  Funds,  RO.  Box  173375,  Denver,  CO  80217-3375. 
Or  visit  our  Web  site  at  http://networth.galt.com/janus. 


OneSource 


FROM    S  C  HWA B 


1-800-5-NOLOAD 


Past  performance  does  not  guarantee  future  results.  Your  return  and  principal 
value  will  vary,  and  shares  may  be  worth  more  or  less  at  redemption  than  at 
purchase.  Funds  distributed  by  Janus  Distributors,  Inc.  Member  NASD. 


Charles  Schwab  &  Co,  Inc.  (Member  SIPC/NYSE)  provides 
recordkeeping  and  shareholder  services  for  this  fund  and 
is  compensated  by  the  funds  and  their  adviser  for  doing  so. 


FORB  412 


JANUS 
FUNDS 

[  $28  billion  in  assets  ] 


'mm  guide 

market- neutral  investing  as  offering 
diversification,  low  volatility  and  low 
to  moderate  returns." 

Let's  take  a  closer  look  ar  two  mar- 
ket-neutral strategics  that  have  done 
well  latch':  utility  pairs  investing  and 
convertible  bond  arbitrage. 

A  limited  partnership  from  New 
York's  Angelo,  Gordon  e<  Co.  is  the 
S  1 00  million  AG&J  Power  Fund,  man 
aged  by  Robin  M.  [affe  (the  "J"  in 
Aci&j).  This  hedge  fund  owns,  on 
average,  40  utility  stocks  it  thinks  w  ill 
increase  in  value.  It  is  short,  on  aver- 
age,^ utility  stocks  it  thinks  arc  likely 
to  go  down. 

Do  these  folks  hav  e  a  good  nose  for 
utility  stocks?  They  seem  to.  From 
January  1993  through  April  L996 
AG&J  Power  has  averaged  a  com 
pound  annual  return  of  13.6%,  net  of 
management  and  performance  tees. 
This  is  triple  the  4.4%  return  on  90- 
day  Treasury  bills  for  the  same  period, 
the  zero-risk  alternative  that  Angelo, 
Gordon  considers  its  benchmark.  (In- 
deed, a  money-market  return  is  just 
what  could  be  expected  from  a  long/ 
short  pairs  strategy,  if  the  stock  picker 
were  doing  no  better  than  wild  guess- 
ing. )  Angelo,  Gordon  says  its  fund  has 
not  yet  had  a  down  quarter. 

How  does  the  fund  compare  w  ith 
the  straightforward  purchase  of  utility 
stocks?  Very  well.  Since  1993  the 
Philadelphia  utility  index  has  aver- 
aged a  total  compound  annual  return 
(capital  gains  plus  dividends)  of  4. 3%. 

The  firm's  analysts  do  some  pretty 


rigorous  probing.  Among  other 
things,  thev  look  at  yields,  at 
price/earnings  ratios  and  total  re- 
turns over  a  long  period  to  find  out 
which  types  of  utilities  do  wejl  in 
w  hich  environments  for  interest  rates 
and  inflation.  They  visit  the  compa- 
nies and  state  regulators.  The  fund, 
for  example,  got  into  Cinergy  Corp., 
parent  of  Public  Service  Co.  of  Indi- 
ana, in  autumn  1994.  In  December 
1994  the  utility  won  a  rate  increase 
settlement  in  Indiana.  Cinergy  moved 
up  four  points,  or  19%,  over  the  next 
three  months. 

l  ast  year  Angelo,  Gordon  reck- 
oned that  Niagara  Mohawk  Power 
Corp.  would  not  be  able  to  renegoti- 
ate costly  pow  er  supply  contracts  and 
might  even  have  to  file  bankruptcy. 
The  ACi&j  Power  Fund  shorted  the 
stock  at  12.  It  recently  traded  at  75/s. 

There's  a  general  theme  to  the  ac;&| 
Power  Fund's  stock  preferences,  too. 
"Every  decade  there's  a  theme  on 
utilities  that  drives  their  valuations.  In 
the  1980s  it  w  as  nuclear.  You  bought 
the  utilities  with  minimal  nuclear 
problems  and  sold  the  ones  with  cost 
overruns  and  safety  problems,"  says 
portfolio  manager  TafFe.  "In  the 
1990s  the  play  is  from  the  gradual 
deregulation  of  the  generation  side. 
You  buy  the  efficient  low  -cost  pro- 
ducers and  sell  short  the  high-cost 
producers  with  excess  capacity  or 
costly  pow  er  purchase  contracts." 

Can  the  strategy  go  wrong?  Sure. 
The  fund  accumulated  stock  in  En- 


tergy Corp.,  formerly  Middle  South 
Utilities,  in  1994,  expecting  a  raise  in 
the  dividend  and  a  share  buvback. 
Those  things  didn't  happen,  and  the 
fund  sold  the  stock  at  a  loss. 

But  the  catch  is  this:  To  get  into 
AG&J  Power  you  need  SI  million. 
There  is  a  1%  management  fee  plus  a 
20%  performance  fee  over  the  T  bill 
hurdle  rate.  George  Weiss  Associates 
in  Hartford,  Conn,  and  VV.H.  Reaves 
&  Co.  in  Jersey  City,  N.J.  have  similar 
strategies. 

Can  you  do  this  at  home?  Not 
easily.  Even  the  pros  have  to  be  good 
enough  to  overcome  the  considerable 
frictional  costs  of  a  long/short  strate- 
gy. Those  costs  are  threefold:  Broker- 
age commissions  on  both  the  long 
and  the  short  sales,  and  the  loss  of 
some  of  the  interest  generated  by  the 
proceeds  of  the  short  sales.  ( In  theory 
a  short-seller  should  be  entitled  to  all 
the  interest  on  the  cash  proceeds  of 
the  short  sale,  but  in  practice  the 
brokers  pocket  some  of  it  to  cover 
their  overhead.)  Unless  they  have 
plenty  of  clout  with  their  brokers, 
individuals  pay  higher  commissions 
and,  in  most  cases,  lose  all  of  the 
short-sale  interest. 

If  you  want  to  try  it  on  your  ow  n, 
check  out  the  utility  stock  buy-and- 
sell-short  recommendations  from  An- 
gelo, Gordon  (see  table,  below).  But 
w  e'll  echo  w  hat  the  pros  say:  Consider 
it  a  form  of  asset  allocation,  and  don't 
bet  the  ranch. 

Convertible  arbitrage  is  a  different 


Playing  the  inefficient  utility  stock  market 


Company 

Price — 

Price/ 

Price/ 

Yield 

12-mo 

Debt 

Sales 

Market 

 Tota 

return  

recent 

12-month 

earnings 

book 

profit 

as  %  of 

($mil) 

value 

12- 

5-year 

high 

low 

margin 

equity 

($mil) 

month 

annualize 

Buy 

DPL  Inc 

22% 

26Va 

20% 

13.7 

2.0 

5.7% 

12.8% 

91% 

$1,285 

$2,427 

15.6% 

17.4% 

FPL  Group 

431A 

48Vs 

36V4 

13.8 

1.8 

4.3 

9.9 

80 

5,592 

7.980 

22.5 

14.0 

Portland  General 

29% 

31V2 

20% 

11.3 

1.6 

4.3 

8.2 

125 

984 

1.505 

48.2 

16.7 

Sierra  Pacific  Resources 

24 

zm 

20% 

12.2 

1.3 

4.9 

10.2 

104 

632 

721 

22.1 

8.0 

Sell  short 

Centerior  Energy 

VA 

11% 

6% 

5.5 

0.5 

11.0 

11.2 

153 

2.516 

1.073 

-15.7 

-10.1 

Niagara  Mohawk  Power 

7% 

15Ve 

6V2 

5.3 

0.4 

0.0 

6.3 

124 

3,917 

1.101 

-43.0 

-8.5 

Northeast  Utilities 

14% 

25% 

14% 

7.2 

0.8 

11.9 

8.6 

147 

3,749 

1,874 

-20.5 

2.3 

Public  Service  Ent  Group 

26% 

32V8 

251/4 

10.2 

1.1 

8.1 

11.6 

101 

5,164 

6.546 

2.3 

6.9 

Sources:  Market  Guide  via  OneSource  Information  Services;  Standard  &  Poor's  Stock  Guide. 


Angelo,  Gordon's  strategy—shorting  unattractive  utilities  and  buying 
good  ones — returned  13.6%,  or  triple  the  return  on  T  bills. 
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Great  Western,  one  of  the  largest  real  estate  lenders  in  the  nation,  now  offers  the 
AAdvantage-  Program  for  Mortgages.  It  lets  you  earn  one  American  Airlines'" 
AAdvantage"  mile  for  every  dollar  of  mortgage  interest  you 
pay.  Plus,  you  can  apply  for  your  adjustable  or  fixed-rate 
mortgage  or  home  equity  line  of  credit  right  over  the  phone.  So  whether  you're 
buying,  refinancing  or  remodeling,  call  our  Express  Mortgage  Center  or  visit  a 
Great  Western  office  today. 


AvAdvantage 


GREAT  WESTERN  EE 


Illinois  Residential  Mortgage  Licensee  650  E  Algonquin.  Sle  105,  Schaumburg,  IL  60173  Georgia  Residential  Mortgage  Licensee.  Licensed  Mortgage  Banker  -  NJ  Dept  ol  Banking  The  Equity  AAdvantage  Line  °'  |S5| 
Credit  is  available  only  in  CA,  FL,  WA,  OR.  CO.  AZ  and  IL.  Al!  loan  products  not  available  through  District  Sales  Offices  and  blanches.  Call  lor  details  American  Airlines  and  AAdvantage  are  registered  trademarks  of  E^JJ^£ 
American  Airlines,  Inc.  American  Airlines  reserves  the  right  to  change  AAdvantage  program  rules,  regulations,  travel  awards  and  special  offers  at  any  time  without  notice  and  to  end  the  AAdvantage  program  and  the  lender 
AAdvantage  Program  tor  Mortgages  with  6  months  notice  American  Airlines  and  its  affiliates  are  not  responsible  lor  any  mortgage  loan,  or  real  estate  product  or  service  associated  with  this  offer  The  AAdvantage  Program  tor 
Mortgages  is  only  available  lor  real  estate  located  in  the  U  S  and  its  territories  Mileage  credits  are  subject  to  the  rules  of  Ihe  AAdvantage  Program  for  Mortgages  Among  other  rules,  loans  must  be  maintained  in  compliance  with  their 
terms,  mileage  credits  are  subiect  to  future  adjustmenf,  and  a  S39  annual  fee  must  be  paid  to  earn  miles  on  loans  AAdvantage  Program  fur  Mortgages  rules  may  be  changed  at  any  time  without  notice  Other  restrictions  may  apply 
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Convertible  cushions 


Issuer  and  coupon 

Maturity 

Price 

Current 

Value 

Break-even 

Callable 

yield 

fixed 

conversion 

period 

income 

(years) 

Ashland  b.  /ds 

liilu  OA1  h 

July  2U14 

ci  aoa 

0.0 /o 

tQOA 

JODD 

J.b 

Cityscape  6s 

May  2006 

1  A1  A 
1,010 

L  A 

b.y 

77A 

//o 

000 

OJO 

0  A 

2.9 

1,030  on  5/99 

Grand  Metropolitan  6.5s 

i„„  oaaa 

Jan  2000 

1,11a 

0.8 

QQA 

yyo 

no/i 
304 

r  r 

b.b 

1,000  on  1/98 

Healthsource  5s 

Mar  2003 

/oU 

yiQO 
isy 

1  HOC;  nn  O  /QQ 

i,U/iD  on  j/ya 

Potomac  Electric  7s 

Jan  2018 

1,010 

6.9 

930 

977 

3.9 

1,025 

Seagate  Technology  6.75s 

Mar  2001 

1,100 

6.1 

940 

934 

2.5 

1,034 

Time  Warner  Os 

June  2013 

420 

NM 

410 

330 

NM 

477  on  6/98* 

Cablevision  Systems  $2,125  conv  pfd 

27.50 

7.7 

18.00 

19.01 

3.9 

25.70  on  11/99 

Chieftain  International  $1,812  conv  pfd 

26.13 

6.9 

18.00 

22.50 

2.0 

26.21 

* Putable  $477  on  6/98.     NM:  Not  meaningful.       Source:  Bear,  Stearns. 


If  you  lack  the  big  bucks  needed  to  play  convertible  arbitrages, 
consider  these  converts  as  common-share  substitutes. 


flavor  of  market-neutral  investing, 
and  one  with  a  long  history,  going 
back  at  least  a  quarter  of  a  century. 
Theory:  Buying  a  convertible  is  just  a 
roundabout  way  of  buying  the  under- 
lying stock.  Some  convertibles  are 
underpriced  some  of  the  time.  When 
you  find  a  bargain,  buy  the  bond  and 
short  the  stock.  If  the  issuer's  profits 
go  down,  the  bond  will  go  down  a  bit, 
but  the  stock  will  do  worse  and  you 
will  make  money.  If  the  issuer  does 
well,  the  stock  will  go  up,  but  you 
won't  suffer  too  much  because  the 
bond  will  climb,  albeit  not  as  fast. 

This  arbitrage  sounds  like  a  surefire 
way  to  make  money,  but  to  do  well  at 
it  you  have  to  be  good  at  evaluating 
convertibles.  One  manager  with  this 
skill  is  Peter  deLisser,  44,  whose  Sage 
Capital  runs  $75  million  for  corporate 
pension  funds  and  wealthy  individuals 
from  Hailey,  Idaho.  Why  Idaho? 
Good  trout  streams. 

Over  the  past  five  years  Sage  has 
averaged  a  10.4%  annualized  return 
after  fees.  That's  well  behind  the  stock 
market,  but  deLisser  does  not  com- 
pete with  the  stock  market.  He  com- 
petes, he  says,  with  short-term 
bo  nds — re  m  e  m  be  r ,  m  arket-  ne  u  tral 
investing  is  a  hedge  against  soggy 
markets,  not  a  way  to  get  rich  in  bull 
markets.  Sage's  volatility  is  only  that 
of  a  three  year  Treasury  note.  Its  fee  is 
1%  of  assets  per  year,  plus  10%  of 
pre  >fits  over  a  1 0%  net  return  achieved. 

Here's  an  example  from  Sage's 
portfolio.  In  February  deLisser 
bought  $1  million  (par  value)  of  Sea- 
gate Technology's  6.5%  convertible 


bonds.  He  paid  $1,244,000  for  the 
bonds.  The  bonds  were  convertible 
into  18,360  shares  of  Seagate,  then 
worth  $1,226,000.  That  $18,000 
spread  is  what  is  known  as  a  conver- 
sion premium.  Why  is  the  convertible 
buyer  willing  to  pay  it?  Because  the 
bonds  pay  $65,000  a  year  in  interest, 
while  the  stock  pays  nothing.  At  any 
rate,  deLisser  was  more  interested  in 
income  than  in  the  long-term  pros- 
pects for  this  manufacturer  of  com- 
puter disk  drives.  So  he  shorted  some 
Seagate  stock.  . 

You  could  make  a  nice  return  for  a 
long  time  holding  those  bonds  while 
protecting  yourself  with  a  short  posi- 
tion in  the  stock,  except  for  one  little 
catch.  Seagate  had  the  right  to  call  in 
the  bond  on  a  moment's  notice,  effec- 
tively forcing  you  to  convert  into 
stock  and  ending  your  $65,000  in- 
come stream.  If  that  happened  after 
Sage  bought  the  bonds,  Sage  could 
have  lost  $18,000.  A  small  but  dis- 
cernible risk. 

How  much  stock  to  short?  This  is  a 
judgment  call.  Peter  deLisser  set  up  a 
75%  hedge.  That  is,  he  shorted  only 
13,770  "shares,  worth  $919,000. 
What  happened  to  the  $919,000  real- 
ized from  the  sale  of  the  borrowed 
shares?  The  broker  handling  the  trade 
invested  the  money  in  something  like 
Treasury  bills  and  split  the  earnings 
25/75  with  Sage.  That  generated 
$43,650  a  year  in  interest  income. 
Total  income  was  $108,650  a  year  on 
a  $1,244,000  investment,  or  8.7%. 

But  the  real  payoff  was  going  to 
come  if  Seagate  stock  moved.  If  the 


stock  moved  up,  the  bond  would 
climb  almost  in  lockstep.  Offsetting 
that  gain  would  be  a  loss  on  the  short 
position  only  75%  as  high. 

If  the  stock  collapsed,  the  bond 
would  go  down,  too,  but  not  nearly 
as  fast.  Remember  that  the  bond- 
holder is  entitled  to  the  6.5%  interest 
coupon  plus  repayment  at  par  when 
the  bond  was  set  to  mature.  That 
fixed-income  value  provides  a  floor 
under  the  convertible. 

Two  weeks  later,  the  bet  paid  off. 
Seagate  stock  fell  from  66%  to  56V8. 
Sage  covered  the  short  sale  at  a 
$146,000  profit.  Then  it  sold  the 
Seagate  bonds,  which  had  fallen  in 
value  to  $1,117,000,  for  a  $127,000 
loss.  Net  profit  on  the  trade  was 
$19,200,  or  a  return  on  invested  capi- 
tal of  H/2%  in  two  weeks. 

The  Seagate  trade  was  unusual  in 
generating  a  cjuick  capital  gain.  Sage's 
holding  period  is  more  typically  three 
months  to  one  year,  and  it  earns  most 
of  its  return  from  interest  income,  not 
from  capital  gains.  In  such  circum- 
stances it  becomes  crucial  that  the 
broker  rebate  to  the  investor  some  of 
the  interest  earnings  from  the  short 
side.  If  your  broker  won't  play  ball, 
better  not  try.  Consider  instead  one  of 
the  market-neutralizing  moves  men- 
tioned in  the  box  on  p.  128. 

Just  remember  this:  No  bull  market 
lasts  forever.  Trying  to  call  the  top  is  a 
fool's  game,  and  the  wise  person  will 
diversify  his  investments  as  a  hedge. 
For  substantial  investors,  market- 
neutral  strategies  can  provide  worth- 
while asset  diversity. 
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It's  terrific 
on  salads,  great 

on  pasta,  and 
makes  one  heck 
of  a  fire. 


We  believe  that 
most  property 
loss  can  be  pre- 
vented. But  that 
means  looking  for 
risk  in  some  un 
likely  places.  Take  veg- 
etable oil  in  plastic  bot- 
tles.  Conventional  wis- 
dom has  been  that  ware- 
housing this  very  high 
flashpoint  liquid  present- 
ed no  more  of  a  hazard 
than     storing  ordinary 
combustibles.  Yet  tests 
conducted 
through  our 
ownership  ^C/^J 
of  Factory  Mutual 
Research  revealed  that 
even  sprinkler  systems 
arranged  for  high  hazard 
commodities  could  not 
control  fires  of  this  type. 
Once  heated  by  the  fire 
in  their  cardboard  pack- 
aging, the  bottles  leaked 
and  the  preheated  veg- 
etable oil  burned  with  the 
intensity  of  a  flammable 
liquid.  And  once  the  fire 
spread   from   the  card- 


board to  the 
liquid,  the  fire 
was  uncontrol- 
lable. Our  strat- 
egy uses  quick 
response  sprin- 
klers    spaced  closer 
together    to  suppress 
the   fire   in   its  earliest 
stages.  This  solution  is 
easy  to  implement  and 
uses  the  sprinkler  piping 
and  water  supplies  nor- 
mally in  place  at  grocery 
warehouses.    Plus,  it 
doesn't  in- 
terfere with 
normal  mate- 

V  MUTUAL  S^s 

rials  handling.  The  truth 
is,  this  is  but  one  example 
of  how  we  never  stop 
looking  at  commodities 
and  the  hazards  they 
pose.  In  fact,  for  over 
150  years,  we've  never 
stopped  asking  the 
difficult  questions  that 
lead  to  the  solutions  our 
clients  need  to  minimize 
risk.  Even  if  that  means 
looking  in  places  as  sur- 
prising as,  yes,  a  salad. 
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Want  an  inflation  hedge  that  grows?  Consider 
acquiring  a  few  hundred  acres  of  hardwood  trees. 

This  asset  grows 
to  the  sky 


By  William  Baldwin 


Paul  Lyons  is  a  patient  investor.  He 
has  to  be.  He  invests  in  cherry  trees, 
which  take  80  years  to  grow. 

In  1933  Lyons,  then  age  22,  paid 
$500  for  a  237-acre  woodlot  with 
some  black  cherry  on  it.  The  land  is 
in  western  New  York,  far  enough 
from  population  that  the  develop- 
ment value  is  just  about  zero.  Even 
in  the  Depression,  $2  an  acre  was 
cheap.  How  did  he  get  the  deal? 
Loggers  had  cut  the  parcel  heavily, 
leaving  nothing  but  skinny  trees  of 
no  immediate  value.  Other  potential 
buyers  saw  no  assets  there,  only  lia- 
bilities. Whoever  owned  the  land 
would  have  to  pay  property  taxes  for 
a  long,  long  time  before  collecting  a 
dividend. 

Lyons  (and  now  his  four  sons,  to 
whom  he  has  deeded  the  property) 
has  paid  a  lot  of  property  taxes  over 
the  years,  but  he  has  something  to 
show  for  it.  In  the  early  1960s  the 
family  sold  $40,000  worth  of  mature 
trees  from  the  lot.  The  forest  is  ready 
for  another  cut  now  that  will  yield  a 
much  bigger  dividend.  Lyons  just 
turned  down  an  unsolicited 
$500,000  offer  for  the  land. 

This  is  farming — but  without 
planting  or  harvesting  costs. 
Hardwood  forest  owners  usually 
spend  no  money  on  reforestation 
since  these  trees  reseed  themselves. 
Sawmills  vie  for  the  right  to  send 
in  loggers  and  cut  trees  marked 
for  sale. 

So  long  as  the  owners  pay  careful 
attention  to  what  they  take  out,  the 
mixed  hardwood  forest  will  shift 
more  heavily  toward  valuable  cherry 
and  oak  and  away  from  less  desirable 
species  like  beech  and  birch — and 
the  harvests  will  go  on  indefinite  ly. 


"I  own  a  lot  of  stocks  and  bonds," 
says  Lyons,  85,  "but  I  don't  think 
there's  anything  in  the  world  you 
can  invest  in  as  good  as  land  with 
wood  growing  on  it." 

Own  a  forest?  Why  not?  Real 
estate  makes  a  sensible  diversification 
for  any  investor  whose  portfolio  is 
heavy  with  financial  assets.  Its  princi- 
pal advantage  is  that  it  stands  up  to 
inflation.  Its  chief  disadvantage  is 
that  it  is  illiquid.  That's  not  a  prob- 
lem if  you  can  afford  to  buy  and 
hold,  and  hold  and  hold.  Paul 
Lyons'  astute  1933  buy  is  going  to 
help  put  his  four  great-grandchil- 
dren through  college. 

If  you  want  to  diversify  into 
investment  real  estate,  you  have  a  lot 
of  choices:  apartment  buildings, 
commercial  properties,  farmland, 
raw  land  with  development  potential 
and  resort  properties.  Hardwood 
acreage  has  its  own  set  of  risks  and 
rewards  that  makes  it  very  different 
from  these  other  options. 

What  it  has  in  common  with 
them  is  this:  It  is  unforgiving  of 
naive  buyers.  In  this  respect  real 
estate  is  very  unlike  securities.  A 
monkey  picking  stocks  could  do 
pretty  well,  thanks  to  an  auction 
market  kept  efficient  by  the  inces- 
sant trading  by  professionals.  Not 
so  forest  land. 

"There's  a  tremendous  difference 
between  the  values  of  two  tracts  of 
timber  that  to  the  layman  look  very 
much  the  same,"  says  David  Roby,  a 
lawyer  in  Lyme,  N.H.  who  started 
investing  in  timberland  19  years  ago 
and  now,  with  three  partners,  owns 
parcels  in  five  eastern  states.  "Tract  A 
is  predominantly  cherry  worth 
$1,500  a  thousand  board  feet.  Tract 


B  is  predominantly  red  maple  worth 
$75  a  thousand." 

Paul  Lyons  was  born  with  a  wood- 
en spoon  in  his  mouth.  His  father 
owned  a  mill  that  made  tool  handles 
out  of  ash.  During  the  Depression  all 
those  wpa  workers  needed  a  shovel 
to  lean  on,  and  that  provided  the 
cash  to  buy  land.  By  the  time  he  quit 
buying  in  1965,  Lyons  had  accumu- 
lated 12  tracts  of  land  in 
Pennsylvania  and  New  York,  com- 
prising 2,000  acres. 

Paul  Lyons'  offspring  are  not 
woodsmen.  They  all  live  in  Florida 


Dray  horses  hauling 
black  cherry  logs 
from  a  40-acre 
Lyons  parcel  in  Erie 
County,  Pa. 
Renewable 
dividend. 
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and  pursue  unrelated  careers,  like 
selling  marine  supplies.  How  do  they 
manage  their  forest  properties?  Like 
a  lot  of  absentee  landowners,  they 
have  arranged  for  a  consulting 
forester  to  handle  sales.  In  return  for 
a  fee  of  10%  to  15%  of  the  proceeds, 
these  agents  select  trees  to  be  har- 
vested, take  bids  from  sawmills  and 
make  sure  the  loggers  take  only  the 
trees  they're  supposed  to  take. 

The  Lyons  family  uses  Mark  Webb 
in  Union  City,  Pa.  Webb,  45,  is  a 
logger's  son  who  forsook  the  dan- 
gerous chain  saw  in  favor  of  a 


forestry  degree.  Last  winter  Webb 
was  out  in  the  woods  on  snowshoes, 
cruising  a  40-acre  Lyons  parcel  and 
marking  526  trees  for  sale. 

The  bids  that  came  in  from  sawmills 
ranged  all  the  way  from  $36,226  to 
$61,450.  Besides  submitting  the 
high  bid,  the  winner  promised  to  use 
a  team  of  horses  to  haul  the  logs  out 
of  the  woods.  Horses,  says  Webb,  do 
less  damage  to  the  forest  than  diesel- 
powered  skidders. 

That  makes  a  big  difference  in  this 
case  because  the  Lyons  clan  is  going 
to  leave  behind  80%  of  the  wood  on 


this  parcel  to  keep  growing.  That 
way,  says  Webb,  the  Lyonses  can 
come  back  every  10  to  15  years  for 
another  cut.  If  you  can  afford  to 
refrain  from  a  heavy  cut  you  do  so 
because,  as  trees  age,  they  not  only 
add  board  feet  but  also  become 
more  valuable  per  board  foot.  (A 
board  foot  is  an  amount  of  lumber 
that  when  rough-cut  is  a  foot  square 
and  an  inch  thick.) 

A  spindly  cherry  tree  14  inches  in 
diameter  might  be  worth  30  cents 
per  board  foot  on  the  stump  and 
yield  40  board  feet.  Two  or  three 
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decades  later  it's  a  20-inch  tree 
worth  four  times  as  much  per  board 
foot  and  containing  five  times  as 
much  usable  saw  timber.  That  is,  by 
waiting  25  or  so  years  you  collect  20 
times  the  dividend — a  compound 
annual  return  of  13%. 

Wait  long  enough  and  you  will  get 
an  occasional  trunk  straight  and  fat 
enough  to  be  worth  turning  into 
veneer.  This  is  the  tree  that  money 
grows  on.  Veneer  cherry  logs  are 
worth  as  much  as  $6  per  board  foot. 

Here's  another  reason  to  wait: 
Nominal  prices  go  up.  The  better 
hardwoods  have  comfortably  beaten 
inflation  over  the  past  decade  (see 
chart).  Call  this  a  growth  commodi- 
ty. It's  like  owning  an  oil  reservoir 
that  gets  bigger  every  year. 

You  have  risks,  though,  that  you 
don't  have  with  oil.  Gypsy  moths, 


Forest  owners  Paul 
and  William  Lyons 
Paul  Lyons'  1933 
investment  will 
send  his  great- 
grandchildren to 
college. 


elm  span  worms  or  fall  canker  worms 
might  attack,  forcing  you  to  shell 
out  $15  an  acre  for  spraying.  Deer 
munch  on  saplings,  destroying  nat- 
ural regeneration  of  the  stand.  But 
you  can  get  even  with  these  pests. 
Many  landowners  are  able  to  lease 
out  the  hunting  rights  for  $3  to  $5 
an  acre,  which  in  Pennsylvania  is  just 
about  enough  to  cover  your  proper- 
ty taxes. 

Theft  is  occasionally  a  problem.  A 
veneer-quality  tree  worth  $3,000  is 
mighty  tempting.  The  government  is 
another  worry.  The  Bill  of  Rights 
forbids  the  confiscation  of  private 
property,  but  there  is  an  exception 
for  timberland.  All  the  government 
has  to  do  is  find  an  endangered 
species  in  your  forest,  and  it  picks  up 
a  de  facto  National  Wildlife  Refuge 
for  free.  This  is  a  hazard  in  conifer 


Timber  prices  for 
the  better  hard- 
wood species  have 
doubled  in  real 
(inflation-adjusted) 
terms  since  1986. 


stands  in  the  Pacific  Northwest  and 
in  the  Southeast.  It  is  not  a  problem 
on  Pennsylvania's  12.5  million  acres 
of  privately  held  forest  land — not 
yet,  that  is. 

Interested?  Spend  a  year  or  two 
shopping  before  you  buy  your  first 
acre.  You  can  hire  a  consulting 
forester  to  cruise  a  parcel  that  is  up 
for  sale,  for  a  fee  of  about  $5  an  acre. 
Landowner  Roby  says  he  and  his 
partners  look  into  100  properties  for 
every  20  they  inspect  closely.  They 
may  bid  on  five  and  acquire  one. 

Hardwood  forest  ranges  all  the  way 
from  inaccessible  scrubland  with 
nothing  on  it  to  mature  parcels  con- 
taining $6,000  an  acre  in  readily  sal- 
able sawtimber.  Your  best  strategy  is 
to  aim  somewhere  in  the  middle.  No 
matter  how  cheap  it  is,  the  vacant 
land  is  likely  to  be  a  bad  investment 
because  (a)  it's  hard  to  earn  back  80 
years  of  property  taxes,  compounded, 
and  (b)  you  can't  be  sure  what  kind 
of  trees  will  grow  well  in  that  soil. 

At  the  other  extreme,  the  costliest 
land,  you  have  this  problem:  You  are 
competing  with  sawmill  owners, 
who  have  a  very  precise  idea  of  what 
the  wood  is  worth.  The  mills  often 
buy  when  they  can  get  bank  financ- 
ing and  quickly  recoup  most  of  their 
outlay  with  a  heavy  cut. 

Do  what  Paul  Lyons  did  with  that 
1933  purchase.  Buy  a  parcel  that  is 
30  years  away  from  a  good  harvest. 
If  you  are  patient  and  willing  to  bid 
on  a  fairly  large  tract  (500  acres  and 
up),  you  might  be  able  to  buy  at 
$400  to  $600  an  acre.  Against  that 
investment,  your  botanical  divi- 
dend— 150  to  250  board  feet  per 
acre  per  year,  averaged  over  a  long 
holding  period — is  pretty  attractive. 
A  good  mix  of  species  could  easily 
average  60  cents  a  board  foot  at 
today's  prices. 

Tax  treatment:  Not  too  bad.  You 
can  write  off  the  property  taxes 
against  your  salary,  says  William  L. 
Hoover,  professor  of  forest  econom- 
ics at  Purdue  University.  Write-offs 
for  spraying  and  other  maintenance 
costs  may  have  to  be  postponed  until 
your  harvest  years  later,  but  hopeful- 
ly your  maintenance  costs  will  be 
small.  When  it's  time  to  thin  the 
stand,  your  dividend  is  treated  as  a 
capital  gain.  Maybe  by  then  we'll 
have  a  capital  gains  tax  cut.  wm 
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You've  got  tokve 

YOUR  finger' 
in  THIS  pie! 


The  Asia-Pacific  region  is  expected  to  become  the  center  of  global  economic 
activities,  how  can  your  company  be  left  out? 
Join  us  by  setting  up  shop  in  Taiwan,  you  can  take  our  ride  going  south,  west,  north  and  everywhere  in  Asia! 


Taiwan,  the  Asia-Pacific  Regional  Operations  Center! 


You  may  have  known  that  we  had  our  first  and  peaceful  Presidential  election  in  March, 

but  you  probably  do  not  know  that 


TAIWAN 


enjoys  an  average  Return  on  Investment  of  more  than  25% 
has  a  forecast  GNP  approaching  US$  500  billion  by  the 

year  2000 

possesses  a  huge  pool  of  bi-cultural  human  resources 
that  have  been  educated  in  your  country  and  are  available  to 
bridge  any  cultural  gap  for  you 


has  a  business  force  that  has  built  solid  network  with 
overseas  Chinese  in  Southeast  Asian  countries  by  setting  up 
more  than  4000  business  locations  in  Thailand,  Malaysia, 
Indonesia,  the  Philippines  and  Singapore 
is  the  second  largest  source  of  foreign  investment  in 
Mainland  China,  with  a  recorded  investment  amount  of  more 
than  US$  31  billion  from  1991  to  March  1996 


Your  first  stop  in  Taiwan 

Industrial  Development  and  Investment  Center  of  the  Ministry  of  Economic  Affairs 

1 9F,  #4,  Chung-Hsiao  W.  Rd.,  Sec.  1 ,  Taipei,  Taiwan     Tel:  886-2-389-21 1 1 ;  Fax:  886-2-382-0497/8 
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You  can  invest  in  glamorous  real  estate  or  you  can  invest  in  bargain 
real  estate.  Mobile  home  parks  are  a  good  example  of  the  latter. 

Real  estate  for 
bargain  hunters 


By  Thomas  Eastern 

In  REAL  ESTATE,  as  in  stocks,  there  are 
fashionable  investments  that  trade  at 
high  prices,  and  there  are  unfashion- 
able investments  that  don't.  Rocke- 
feller Center  is  a  fashionable  piece  of 
real  estate.  Mobile  home  parks  fall 


into  the  other  category. 

Which  is  the  better  investment? 
When  Rockefeller  Center  Properties, 
the  real  estate  investment  trust  that 
owned  the  midtown  Manhattan  of- 
fice complex,  was  offered  to  the  pub- 


lic in  1985  at  $20  a  share,  people 
rushed  to  buy.  They  ended  up  losing 
most  of  their  capital. 

We'll  wager  that  most  investors  will 
be  better  off  buying  unfashionable 
real  estate.  Mobile  homes  are  as  un- 
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ENJOY       THE       G   A   I  N  . 


AVOID       THE  PAIN. 


It's  happened  before.  It  will  happen  again.  Just  when  it  seems  the  stock  market  will  keep 
going  up  as  it  did  in  1 995,  it  suddenly  changes  directions.  And  that  can  be  a  very  painful  experience. 

Fortunately,  there's  a  simple  way  to  obtain  some  protection  for  your  current  gains  from 
adverse  swings  in  the  broad  market:  OEX1- — S&P  1 00*  Index  Options  on  the  Chicago  Board 
Options  Exchange. 

With  a  single  investment  in  OEX  you  can  take  a  defensive  position  in  100  Blue  Chip  Stocks — 
widely  held  stocks  like  GE,  AT&T  and  General  Motors  that  traditionally  have  reflected  overall 
market  performance. 

Contracts  are  settled  in  cash.  No  need  to  alter  your  portfolio.  And  they're  the  most  widely 
traded  options  in  the  world,  with  almost  70  million  contracts  traded  in  1995. 

So  while  you're  enjoying  your  gains,  find  out  how  easy  it  is  to  avoid  future  pain  with  OEX 
options  on  the  CBOE,  the  largest  options  exchange  in  the  world.  Visit  our  WEB  site  at 
http://www.cboe.com  or  call  1-800-OPTIONS  to  receive  a  free  Investing  Kit. 


The  ChicagoBoard 

Options 

Exchange 

Expanding  the  world's  investment  options 


Options  involve  risk  and  are  nol  suitable  tor  everyone.  Prior  to  buying  or  selling  options  an  investor  must  receive  a  copy  of  Characteristics  and  Risks  of  Standardized  Options  from  their 
broker  or  the  Chicago  Board  Options  Exchange,  400  South  LaSalle,  Chicago.  IL.  60605.  OEX*  is  a  registered  trademark  of  The  Chicago  Board  Options  Exchange,  Inc  S&P  100s  is  a 
registered  trademark  of  McGraw-Hill  Inc  and  is  licensed  lor  use  by  The  Chicago  Board  Options  Exchange.  Inc  ©1996.  The  Chicago  Board  Options  Exchange,  Inc. 
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Tine  REIT  stuff 


Name 

Recent 

Yield 

 Dividend1  

Funds 

 Per  site  

price 

total 

currently 

from 

monthly 

price3 

taxable 

operations2 

rental 

portion 

Chateau  Properties 

22% 

7.1% 

$1.62 

$0.57 

$1.79 

$283 

$24,200 

ROC  Communities 

24 

6.8 

1.64 

0.94 

1.96 

234 

22.700 

Sun  Communities 

26% 

6.9 

1.82 

0.95 

2.25 

239 

23,100 

With  one  of 

Manufactured  Home  Communities 

W/2 

6.6 

1.22 

0.61 

1.47 

309 

27,400 

these  you 

United  Mobil  Homes 

11% 

5.2 

0.60 

0.51 

0.904 

250 

17,000 

gain  liquidity 

'Indicated  payout  for  1996.  Nontaxable  portion  is  a  return  of  capital  that  can  ultimately  give  rise  to  a  capital  gams  tax.  2Net  income  plus  depreciation;  ana  sa< 

IBES  estimates  for  1996.  3Debt  outstanding  plus  market  value  of  common  stock.  4Company  estimate.  return. 


fashionable  as  anything  we  can  imag- 
ine. We  went  out  looking  for  some- 
one to  teach  us  the  business.  We 
found  Nathan  Benderson,  a  wealthy 
78-year-old  investor  in  Buffalo,  N.Y. 

Forced  to  work  while  barely  in  his 
teens,  after  his  parents  had  lost  all 
their  money  in  the  1929  crash,  Ben- 
derson started  out  recycling  beer  bot- 
tles, then  moved  into  breweries.  From 
breweries  he  got  into  developing  of- 
fice buildings,  strip  malls  and  other 
real  estate,  along  the  way  accumulat- 
ing a  fortune  likely  to  be  in  the  nine 
figures. 

In  today's  rather  firm  real  estate 
market,  Benderson  says  that  mobile 
home  parks  are  among  the  best  buys. 

Benderson  owns  six  mobile  home 
parks,  with  spaces  for  a  combined 
4,000  homes.  He  likes  to  own  big 
ones,  large  enough  to  justify  a  full- 
time  manager  on  the  site.  He  devel- 
ops the  sites  himself — buying  the 
land,  getting  the  zoning  permission 
and  bringing  in  water,  electricity  and 
sewage  lines. 

Doing  this  work  himself  he  expects 
will  enable  him  to  clear  30%  a  year  on 
the  money  he  has  invested  in  a  park. 
Passive  investors  who  buy  parks  that 
are  already  developed  have  to  settle 
for  smaller  returns,  closer  to  10%  a 
year  for  an  unleveraged  purchase.  But 
that  isn't  bad  for  a  stream  of  rental 
income  that  can  be  jacked  up  to  keep 
pace  with  inflation. 

Benderson  says  buyers  can  acquire 
developed  parks  for  $12,000  per  site, 
often  with  attractive  financing  by  the 
seller.  But  you  might  be  better  off 
paying  all  cash  and  getting  a  better 
price.  Without  a  mortgage,  you  arc- 
less  likely  to  run  afoul  of  tax  laws 
limiting  writeoffs  for  so-called  passive 
investments. 


Here's  what's  in  the  deal  for  the 
park  owner.  The  park  tenant  typically 
signs  a  lease  for  at  least  one  year  for 
$200  a  month,  with  a  5%  annual 
increase  on  renewal.  The  residents 
have  to  spend  $40,000  to  $75,000  for 
the  home.  Hauling  it  elsewhere  costs 
another  $8,000  or  more,  so  they  are 
loath  to  move  out.  Turnover  in  a 
typical  park  is  usually  nil,  against  50% 
for  an  apartment  complex. 

If  a  mobile  home  owner  sells  his 
home,  the  new  owner  automatically 
assumes  the  lease.  Rent  control  laws 
are  not  a  problem  except  in  New 
Jersey  and  California,  and  even  in 

"Once  the  park 
is  full,  there 
isn't  much  to  do, 
just  pick  up 
the  monthly  check." 

these  states  they  are  tolerable  because 
you  can  get  cost-of-living  increases. 

Most  tenants  never  even  dream  of 
skipping  a  rent  payment.  If  they  do, 
the  lenders  assume  the  home  and  the 
rent  payments.  Mobile  home  parks 
require  a  bit  of  maintenance,  but  only 
a  bit:  Mow  the  lawn,  plow  some  snow, 
maybe  do  a  bit  of  repaving,  collect  the 
rent  and  pay  property  taxes.  "Once 
the  park  is  full,  there  isn't  much  to  do, 
just  pick  up  the  monthly  check,"  says 
Benderson 

Contrast  that  with  apartment 
buildings,  where  landlords  are  ex- 
pected to  do  continuous  maintenance 
on  the  paint,  the  elevators,  the 
plumbing  and  whatever  items  fall 
onto  an  endless  list.  George  Allen, 
author  of  the  forthcoming  How  to 


Find,  Buy,  Manage,  and  Sell  a  Manu- 
factured Home  Community  (Wiley, 
$75),  estimates  that  owners  of  apart- 
ment buildings  spend  52%  of  their 
rent  roll  on  operating  costs,  versus 
38%  for  mobile  home  park  owners. 

Owners  of  the  smallest  parks  often 
live  on-site  and  do  all  the  work  them- 
selves. An  ideal  park  for  a  nonresident, 
says  Allen,  w  ould  have  20  acres  with 
about  100  developed  units  and  an- 
other 20  acres  that  could  be  devel- 
oped, bringing  the  park  to  a  size 
where  it  can  be  resold  to  a  bigger 
participant.  You  would  pay  between 
$1  million  and  $1.5  million  for  such 
an  establishment,  depending  on  the 
rent  roll  and  location.  The  smallest 
and  crummiest  parks  can  be  acquired 
for  as  little  as  $5,000  a  site,  but  there 
might  not  be  enough  revenue  to  hire 
a  full-time  manager.  And  selling  is  a 
problem. 

It  can  be  tricky  to  find  direct  invest- 
ments. A  number  of  states  have  regu-  j 
latory  agencies  for  mobile  home  parks 
and  provide  directories  of  properties 
on  request.  Classified  ads  appear  in 
The  Journal:  Tlie  Magazine  for  Manu- 
factured Housing  Professionals  (800- 
869-0471,  $35  a  year").  George  Allen 
sells  a  newsletter  (317-888-7156, 
$95  annually). 

Another  option,  far  less  lucrative 
but  a  whole  lot  simpler,  is  to  own 
shares  in  one  of  the  five  publicly  trad- 
ed real  estate  investment  trusts  that 
specialize  in  mobile  home  parks  (see 
table).  Look  for  a  yield  of  6%  or  so,  I 
with  good  prospects  for  growth  in  the  j 
payout.  As  you  can  see  from  the  effec- 
tive per-site  prices — and  from  yields 
well  below  the  10%  you  could  get  on  a  j 
park  owned  outright — the  REITs  force  I 
you  to  give  up  a  nice  piece  of  change  | 
to  the  middlemen.  ■ 
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The  U.S.  Open  and  Rolex: 
two  of  the  game's  most  venerable  names* 


No  championship  in  golf  is  more 
difficult  to  capture  or  more  prized  than 
the  U.S.  Open.  Beyond  the  competition 
of  some  156  of  the  game's  best  players, 
the  Open  champion  must  contend  with 
a  course  on  which  greenkeepers  have 
been  instructed  to  narrow  the  fairways, 
nurture  the  rough,  and  bring  the  greens 
to  championship  speed. 

The  stature  of  today's  event  could 
hardly  have  been  foreseen  by  the  golfers 
at  the  first  Open.  There  were  just 
eleven  that  October  day  in  1895,  and 
only  200  spectators  to  cheer  them 


Oakland  Hills  Country  Club,  site  of  the  1996  U.S.  Open. 

through  36  holes  at  the  Newport  Golf 
Club.  Britain's  Horace  Rawlins  bested 
nine  fellow  pros  and  one  amateur  to  win 
a  medal  and  a  modest  cash  prize. 

But  Americans  had  to 
wait  sixteen  years  for  one  of 
their  own  to  take  the  title. 
John  J.  McDermott 
did  it  in  1911. 


Corey  Pavin,  winner  of  the  1995  U.S.  Open. 

And  this  year,  more  than  6,000  golfers 
will  vie  for  a  spot  in  this  prestigious  field. 
But,  ultimately,  only  one  player  will  have 
his  name  added  to  the  U.  S.  Open's  silver 
trophy,  thus  ensuring  his  place  in  the 
rich  history  of  American  golf. 

At  an  event  that  is  so  truly 
distinguished  it  has  become  a  classic, 
it  isn't  surprising  that  a  classic  timepiece 
is  so  often  the  one  of  choice. 

Rolex. 


Rolex  Oyster  Perpetual  Datejust 
Write  for  brochure.  Rolex  Watch  U.S.A.,  Inc.,    Dipt  179 
Rolex,      Oyster  Perpetual, 


ROLEX 

in  18kt  gold  with  matching  Jubilee  bracelet. 
,  Rolex  Building,  665  Fifth  Avenue,  New  York,  NX  10022-5383. 
Datejust  and  Jubilee  are  trademarks. 


■  iniiuuiin  Hirf  nr, 
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Now  that  oil  is  no  longer  cheap  on  Wall  Street,  serious  energy  investors  are  paying 
closer  attention  to  oil  and  gas  royalties.  They  aren't  for  everyone, 
but  if  you  enjoy  research  and  cutting  deals,  royalties  may  be  for  you. 

Post  office  money 


By  Toni  Mack 

Not  too  mam  years  ago,  oilmen 
talked  about  drilling  for  oil  on  Wall 
Street.  So  depressed  w  ere  stock  prices 
that  you  could  buy  reserves  cheaper 
by  acquiring  shares  than  by  sinking  a 
drill  bit  into  the  ground. 

No  more.  The  bull  market  hasn't 
bypassed  oil  and  gas  producers,  espe- 
cially small  ones.  Tom  Brown,  Inc.  is 
typical.  Its  stock  has  quadrupled  over 
the  past  five  years  and  is  now  trading 
at  16  times  1996  cash  flow,  according 
to  analysts  at  John  S.  Herold,  Inc. 
With  no  debt,  Tom  Brown  is  now 
valued  by  Wall  Street  at  about  150% 
of  its  oil  and  gas  reserve  values. 

If  you  want  some  energy  in  your 
portfolio,  there's  an  alternative:  By- 
pass Wall  Street  and  invest  directly  in 
oil  and  gas  yourself.  You'll  still  be 
gambling,  but  thorough  research  and 
an  ability  to  negotiate  a  deal  will 
reduce  the  risks. 

The  simplest  direct  energy  invest- 
ments are  royalties — slices  of  an  oil  or 
gas  well's  revenues,  up  to  25%.  Royal- 
ties are  paid  directly  to  the  royalty 
owner,  with  no  costs  deducted  except 
severance  and  ad  valorem  taxes.  (The 
oil  and  gas  well's  owners  pay  the  other 
costs.)  "It's  called  post  office  mon- 
ey," says  Clarksville,  Tenn. -based 
royalty  investor  David  Holt.  "You 
just  go  dow  n  to  the  post  office  and 
pick  up  the  check." 

In  the  1980s  K.  Bill  Holley,  scion  of 
a  Tyler,  Tex.  family  of  auto  dealers, 
learned  the  hard  way  how  many 
things  can  go  wrong  in  oil  well  invest- 
ing: dry  holes,  unscrupulous  opera- 
tors, expensive  equipment  failures- 
this  is  an  abbreviated  list.  In  1992 
Hollcv  concluded  that  buying  royal- 
ties was  a  cheaper  way  to  invest  in  oil 
than  buying  oil  company  stocks  or 
interests  in  oil  wells.  But  this  time  he 
studied  the  topic  for  a  year  before 
buying.  His  best  source:  publications 
and  seminars  sponsored  by  the  Na- 


Two  roughnecks  and  a  gusher 

Find  an  attorney.  You  may  need  one. 


tional  Association  of  Royalty  Owners 
(405-436-0034). 

Holley,  now  33,  has  assembled  a 
small  portfolio  of  royalty  interests  that 
he  expects  will  pay  out  more  than 
$25,000  this  year,  for  a  cash-on-cash 
return  on  investment  that  tops  30%. 
But  understand  this:  This  isn't  like 
getting  a  30%  yield  on  a  stock  or 
bond.  The  wells  eventually  deplete, 
and  the  royalty  checks  stop — the  pay- 
ments are,  in  part,  a  return  of  capital. 

Where  do  you  buy  royalties?  What 
do  you  pay?  This  is  where  the  research 
and  deal-cutting  talents  come  in. 

Some  investors  search  local  court- 
houses and  tax  rolls  to  find  royalty 
owners  and  make  unsolicited  bids. 
Publications  like  Midland,  Tex.- 
based  pls  and  Royalty  Insight  Report 
of  Clarksville,  Tenn.  list  royalties  for 
sale.  Established  investors  with  at 
least  8500,000  in  oil  and  gas  income 
can  attend  auctions  sponsored  by 
Oklahoma  City's  Ebco  Resources 
and  Houston's  Oil  &  Gas  Asset 
Clearinghouse. 

Figuring  how  much  to  pay  is  the 


tricky  part,  because  an  oil  well  is  a 
depleting  asset.  But  a  well's  produc- 
tion usually  declines  at  a  fairly  steady 
rate.  Donald  Clayton,  former  presi- 
dent of  Burlington  Resources  Corp. 
and  now  a  co-owner  of  Houston- 
based  Voyager  Energy  Corp.,  uses 
production  data  from  Houston's  Pe- 
troleum Information  Corp.  or  Rich- 
ardson, lex. -based  Dwight's  Energy- 
data,  Inc.  to  calculate  the  depletion 
rates  of  wells  he's  interested  in,  and  to 
predict  future  production.  Then  he 
plugs  in  his  oil  or  gas  price  forecasts 
and  deducts  taxes. 

The  result  is  an  estimate  of  the 
future  stream  of  cash  from  that  royal- 
ty. Depending  on  its  longevity,  and 
his  target  rate  of  return,  Clayton  usu- 
ally offers  a  sum  equal  to  the  first  three 
to  five  years  of  net  cash  flow. 

Quite  clearly,  up-to-date  informa- 
tion is  key.  Clayton  knows  of  one 
oilman  who  relied  upon  four-month- 
old  production  data  to  come  up  w  ith  a 
SI 7,000  bid  for  a  royalty  interest. 
Then  he  learned  that  the  well's  output 
had  dived  in  those  four  months.  The 
buyer  overpaid  by  510,000. 

If  you  find  royalties  too  tame  and 
want  to  get  into  something  closer  to 
full  ownership,  you  can  buy  what  is 
known  as  a  "working  interest." 
What's  the  difference  between  a  roy- 
alty and  a  working  interest?  Think  of 
it  this  way.  Owning  a  royalty  is  like 
owning  a  percentage  of  the  gross  on 
a  movie.  Owning  a  working  interest 
is  like  putting  up  the  money  to  make 
the  film. 

If  you  want  to  mess  with  working 
interests,  take  some  advice  from  New 
York  Citv-based  oil  investor  and  in- 
vestment banker  Joseph  Tovey. 
"Don't  go  in  like  a  drunken  sailor 
flashing  S 100  bills,"  he  says.  "This  is  a 
networking  business.  If  you  w  ant  to 
invest  $500,000,  be  prepared  to 
spend  10%  finding  someone  who's 


142 


Forbes  ■  June  17,  1W6 


HE  NEW  JEEP  GRAND  CHEROKEE 
ORVIS@  EDITION 

Were  you  blessed  with  a  sunny  disposition?  Or 
it  be  the  overwhelming  feeling  of  contentment  you 
sitting  in  the  new  Jeep  Grand  Cherokee  Orvis  Edition? 
Imagine.  A  rich  saddle  and  moss  green  leather- 
red  interior;  heated  front  seats  with  individual  heat 

settings  and  10- way 
power  adjusters, 


including  power  lumbar  and  recline.  Plus,  an  available 
power  sunroof.  (Do  we  detect  a  slight  grin?) 

Designed  in  cooperation  with  Orvis,  the  premier 
manufacturer  of  outdoor  sporting  and  fly-fishing 
equipment,  the  Orvis  Edition  also  includes  over  40 
other  major  advancements.  Dual  air  bags,  a  quieter  4.0 
litre  1-6  engine,  enhanced  Quadra-Trac *  all-the-time  four- 
wheel  drive  system,  and  standard  Up  Country  suspension 
takes  you  wherever  the  fish  are  hitting.  Or  not  hitting. 

The  Jeep  Grand  Cherokee  Orvis  Edition.  It's 
bound  to  make  you  feel  better  on  the  inside. 


Jeep 


There  s  Only  One 


more  information,  call  1 -800-92  5-JE  OP,  or  visit  our  World  Wiclc  Well  site  at  http://www.jeepunpaved.com  Always  wear  your  seat  belt 
is  a  registered  trademark  of  Chrysler  Corporation.  Orvis  is  a  registered  trademark  of  The  Orvis  Company,  Inc.,  Manchester,  Vermont 


MONEY  GUIDE 

knowledgeable  to  guide  you." 

Where?  Look  for  independent  con- 
sultants at  meetings  of  technical 
groups  like  the  American  Association 
of  Petroleum  Geologists  and  the  Soci- 
ety of  Professional  Engineers.  Ask 
around:  Who's  good?  Says  Austin  oil- 
man Jeff  Sandefer:  "When  the  same 
name  comes  up  ten  times,  you're  on 
the  right  track." 

Among  the  best  are  long-estab- 
lished petroleum  engineering  firms 
like  Dallas- based  DeGolyer  and  Mac- 
Naughton  and  Houston-based  Ryder 
Scott  &  Co.  For  fees  that  run  around 
$1,000  a  day,  they'll  assess  whether 
proposed  deals  are  worth  the  money 
asked.  "The  deals  that  come  to  us  are 
usually  $1  million  and  up,"  says  Ry- 
der Chief  Executive  Raymond  Cruce. 
"If  a  client  feels  we're  too  expensive, 
we  try  to  recommend  another  consul- 
tant or  a  banker." 

Here's  how  a  deal  works:  Two  or 
more  investors  form  a  joint  venture  to 
drill  a  well.  The  company  in  charge  of 
the  drilling  is  called  the  operator.  The 
other  investors  have  working  inter- 
ests. Each  pays  his  share  of  expenses  in 
proportion  to  his  ownership — say, 


25%  of  the  costs  for  a  25%  share  of 
future  income.  The  working-interest 
owners  also  compensate  the  operator 
for  his  overhead  and  pay  him  fees  for 
well  maintenance. 

The  contract  that  covers  the  rights 
and  responsibilities  of  a  well's  owners 
is  called  the  joint  operating  agree- 
ment. Read  it  carefully  and  use  an  oil 
and  gas  attorney.  Says  Dallas  hedge 
fund    manager    Frederick  (Shad) 

"Don't  go  in  like  a  drunken 
sailor  flashing  $  100  bills,"  says 
oil  investor  Joseph  Tovey. 

Rovve:  "An  operator  can  operate  you 
to  death,  and  there  are  environmental 
liabilities  you  can't  even  guess  at." 

So  protect  vourself  Create  a  cor- 
poration to  hold  your  working  inter- 
ests. This  should  shield  your  other 
assets  from  environmental  and  other 
liabilities. 

Oil  investments  cany  some  modest 
tax  advantages.  Roth  royalty  owners 
and  owners  of  working  interests  can 
deduct  a  depletion  expense  against 


their  income.  There  are  two  ways  to 
calculate  depletion:  on  a  cost  basis 
that  prorates  your  investment  over 
the  estimated  number  of  barrels  re- 
maining, and  on  a  percentage  basis — 
an  arbitrary  1 5%  of  gross  income.  You 
get  the  higher  of  the  two  figures. 
Percentage  depletion  can  be  a  nice  tax 
benefit — if  you  have  already  written 
off  your  entire  investment  via  cost 
depletion. 

If  you  own  a  working  interest,  you 
can  immediately  w  rite  off  your  share 
of  certain  drilling  costs,  instead  of 
having  to  capitalize  them.  However, 
if  you  are  subject  to  the  alternative 
minimum  tax,  these  deductions  are 
sharply  limited. 

A  useful  guide  to  oil  and  gas  invest- 
ments is  John  Orban's  Money  in  the 
Ground  (Meridian  Press,  $35).  One 
thing  Orban  stresses  over  and  over: 
Do  all  the  research  you  can  before  you 
lay  down  your  first  dollar.  "Readers 
call  me  to  confess  that  they  have 
already  spent  $500,000  on  properties 
that  [turned  out  to  be]  worth  much 
less,  and  can  I  help  them?"  he  savs. 
"Frankly,   at   that   point,   it's  too 


The 
GT  Global 
Consumer 
Products 
and  Services 
Fund 


The  World  Is  Going 
Shopping.  Perhaps  It's 
Time  To  Buy. 

Throughout  the  '90s,  incomes  in  the  emerging  world  have  been  rising 
at  more  than  twice  the  rate  of  the  major  developed  countries.  In  our 
view,  this  income  growth,  coupled  with  historically  low  inflation, 
increases  demand  for  both  basic  necessities  and  luxuries.  The  GT  Global 
Consumer  Products  and  Services  Fund  invests  in  companies  worldwide 
that  we  believe  meet 
that  demand.  For 
more  information, 
talk  to  your  financial 
adviser,  or  call  us. 


12-month 

Average  annual 

return  as 

return  as  of  3131196: 

of 3131 196 

Life  of  Fund* 

Class  A  shares: 

39.83% 

34.34% 

Class  B  shares: 

40.99% 

36.01% 

1-800-824-1580 


GT  Global 

A  Member  of  Liechtenstein  Global  Trust 
It's  Your  World.  Invest  In  1t.sm 

Returns  for  A  and  B  shares  include  the  effect  of  the  maximum  4.75%  sales  charge  and  5%  contingent  deferred  sales  charge,  respectively.  Past  performance 
does  not  guarantee  future  results.  *Since  inception  on  12/30/94.  Investment  return  and  principal  value  will  fluctuate,  so  shares  may  be  worth  more  or  less 
than  their  original  price.  Before  investing,  read  the  prospectus  carefully  for  more  complete  information,  including  charges,  expenses  and  the  risks  associated 
with  global  and  emerging  market  investing,  including  political  and  currency  risk.  GT  Global,  Inc.,  Dist.  50  California  St.  San  Francisco,  CA  94111  MF7 
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Save  Up  to  78% 
on  Brokerage  Commissions. 

(Bells  &  Whistles  Included.) 


Tradin9  Phone°r 


2 

Access 


Options  Trading 

Free  Q»otes 


Free  Checking 
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Many  brokerages  now  offer 
you  10%  off  their  regular 
commissions  when  you  trade 
electronically.  Big  deal. 

E'TRADE  /V/raft^  electronic  trading, 
and  our  pioneering  technology  makes 
it  possible  to  trade  stocks  and  options 
for  a  fraction  of  the  cost  of  other 
brokers — as  much  as  78%  less — using 
your  PC  or  touchtone  phone . 


Compare  the  Savings: 


<?$40 


g'S20 


E*TRADE  Listed1  $14.95  $14.95 


E* TRADE  OTC  $19.95  $19.95 


$18.43 


PCFN     S40.00      $200.00  $76.52 
E'TRADE  saves  you  75%  over  PCFN's  average  commission. 

Fidelity  On-Line  Express"'     $48.60      $239.50  $80.94 
E  *  TRADE  saves  you  77%  over  Fidelity's  average  commission. 

e.Schwab     $39.00      $159.00  $44.24 
E'TRADE  saves  you  42%  over  e. Schwab's  average  commission. 

Schwab  (TdeBrokerlStreetSmart)    $49.50       $238.50  $83.45 
E'TRADE  saves  you  78%  over  Schwab's  average  commission. 


We  offer  all  the  bells  and  whistles  you 
expect,  too.  You  get  direct  access  to 
the  markets,  free  quotes  and  online 
portfolio  updates ...  24  hours  a  day. 
And  the  assets  in  your  account  are 
protected  up  to  $10  million.^ 

Compare  our  combination  of  superior 
technology  and  low,  low  commissions. 
You'll  see  why  E'TRADE  is  the 

smarter  way  to  trade™ 


AMERICAS  ELECTRONIC  BROKERAGE™ 

Visit  E*TRADE  on  the  Internet  at  www.etrade.com,  or  call  1-800-STOCKS-3  (1-800-786-2573) 
Access  us  via  touchtone  phone,  direct-modem  connection  or  the  Internet 

'TRADE  limit  and  stop  orders  are  $19.95.  For  listed  securities  over  5,000  shares  add  one  cent  per  share  to  the  entire  order.  Add  $15  for  broker-assisted  trades.  Comparative  rates  are 
based  on  a  4/17/96  phone  survey.  Average  commission  was  calculated  using  5.000  actual  consecutive  trades  made  on  2/23/96  through  E'TRADE.  Some  firms  may  offer  special  discounts  or 
added  services  not  available  at  E'TRADE.  ^ $500,000  account  protection  is  provided  by  SIl'C,  of  which  $100,000  may  be  in  cash.  The  remaining  $9.5  million  is  provided  by  an 
independent  insurer.  Account  protection  does  not  cover  the  market  risks  associated  with  investing.  ©1996  E'TRADE  Securities,  Inc.  Member  SIPC  and  NASD. 
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Academics  are  only  now  getting  around 
to  discovering  what  Benjamin  Graham  discovered 
60  years  ago:  that  stocks  selling  at  low  multiples 
are  the  best  buys.  You  can  apply  these  simple 
disciplines  in  your  own  portfolio  building. 

Value  will  out 


By  David  Dreman 

Hot  news  for  n  ih  [vorytower:  Val- 
ue investing  works. 

In  a  paper  published  a  year  and  a 
half  ago  in  the  Journal  of  Finance, 
professors  Josef  Lakonishok,  Andrei 
Shleifer  and  Robert  Vishny  show  that 
out-of-favor  stocks  beat  glamour 
stocks  2-to-l.  They  define  glamour 
four  different  ways:  a  high  ratio  of 
stock  price  to  book  value,  a  high  ratio 
of  price  to  cash  tlow,  a  high  rate  of 
sales  growth,  and  a  high  ratio  of  price- 
to  earnings.  Whichever  way  they 
carved  up  the  market,  the  most  glam- 
orous stocks  averaged  9%  to  13%  a 
year  over  22  years  ended  April  1989, 
while  the  most  unglamorous  stocks 
averaged  16%  to  20%. 

In  a  Journal  of 'Finance  paper  pub- 
lished two  years  earlier,  the  illustrious 
market  theorist  Eugene  Fama,  writ- 
ing with  Kenneth  French,  declared 
that  beta  was  dead  and  that  other 
factors  explain  which  stocks  did  the 
best.  One  of  those  factors  is  a  low  ratio 
of  price  to  earnings.  Another,  even 
better  one  is  a  low  ratio  of  price 
to  book. 

What  a  turnaround.  For  years  the 
academics  told  us  that  no  method  can 
outperform  the  averages  over  very 
long  periods.  Investors,  the  efficient 
market  theory  said,  are  far  too  rational 
to  let  this  happen.  Hah! 

What  is  amusing  about  this  aca- 
demic discovery  is  that  nonacademics 
discovered  it  a  long  time  ago.  In  the 
first  edition  of  his  Security  Aualysis'm 
L934,  Benjamin  Graham  explained 
why  value  investing  made  more  sense 
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than  chasing  after  growth 
stocks.  There  is  some  de- 
bate about  exactly  how 
powerful  the  value  effect 
is — I  will  get  to  that  in  a 
minute — but  there  is  no 
longer  any  serious  debate 
about  whether  the  value 
effect  exists. 

All  of  the  statistics  boil 
down  to  this:  Too  many 
investors  are  trying  to  find 
the  next  Home  Depot.  Too 
few  are  trying  to  find  the  next 
Chrysler. 

Please  understand  what  value 
proponents  are  saying.  We  are  not 
saying  that  the  prospects  for  growth 
companies are  no  better  then  the  pros- 
pects for  out-of-favor  companies.  If 
you  had  to  bet  on  w  ho  is  going  to 
have  the  better  earnings  gains  in 
1996,  Boatmen's  Bancshares  or  Mi- 
crosoft, you  would  probably  bet  on 
Microsoft. 

Rather,  the  value  argument  is  that 
the  market  is  overpaying  for  Micro- 
soft's growth,  so  that  the  prospects 
for  grow  th  stocks  are  not  as  good  as  for 
out-of-favor  stocks.  Microsoft  trades 
at  a  multiple  of  37  times  earnings, 
Boatmen's  at  12. 

The  chart  (see  opposite)  shows  how 
effective  value  strategies  have  been  for 
the  25  years  ended  Dec.  31,  1994. 
The  analysis,  prepared  with  the  col- 
laboration of  Fric  Lufkin,  an  astro- 
phvsicist  who  works  with  me  on  mar- 
ket research,  covers  a  subset  of  the 
Compustat   database — namely,  the 


changing  roster  of  the  1,500  largest 
publicly  traded  companies.  We  used 
four  separate  value  measures:  stocks 
trading  at  low  price/earnings  multi- 
ples, low  price  to  book  value,  low 
price  to  cash  flow  or  w  ith  high  divi- 
dend yields.  We  divided  the  universe 
of  stocks  into  quintiles,  equally 
weighted  the  companies  and  rebal- 
anced the  portfolios  every  quarter. 

As  you  can  see,  value  strategies 
work  w  ith  a  vengeance.  Holding  low 
P/E  stocks,  for  example,  would  have 
earned  a  compound  annual  17%  over 
the  quarter  century,  to  8%  for  the 
high-P/E  stocks. 

For  those  investors  who  are  con- 
cerned about  a  market  correction,  it  is 
worth  noting  that  the  value  approach 
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Stay  away  from 
Nifty  Fifty  glamour 
stocks.  Look  for 
solid  companies 
trading  at  low 
multiples  of 
earnings  or 
book  value. 


does  its  best  at  beating  glamour  stocks 
during  bear  markets.  We  looked  sepa- 
rately at  returns  for  the  34  down 
quarters  during  the  25  years.  The 
value  stocks  declined  5.4%  on  average 
during  those  quarters.  Glamour 
stocks  dropped  an  average  of  9%. 

But  value  has  its  critics.  Ever  since  I 
originally  published  my  studies  on 
value  investing  two  decades  ago — in 
Psychology  and  the  Stock  Market,  Con- 
trarian Investment  Strategy  and  in 
FORBES  columns — this  work  has  been 
under  fairly  constant  attack,  primarily 
from  efficient  market  types.  Fellow 
columnist  Mark  Hulbert  summarizes 
the  major  arguments  from  academia 


in  an  ensuing  article.  Here  are  the 
arguments,  and  my  rebuttals. 

Value  works  only  on  small  companies. 
Answer:  It  ain't  so.  In  the  analysis  the 
results  of  which  are  summarized  in  the 
chart,  we  looked  separately  at  the  larg- 
est companies  in  the  Compustat  data- 
base (a  group  with  an  average  market 
value  of  $3.5  billion).  Finding:  Value 
outperformed  growth  by  7.3%  annual- 
ly. Fama  and  French  also  show  that 
large-cap  value  stocks  (average  size,  $3 
billion)  outperform  large-cap  growth 
stocks  by  6.8%  annually. 

Let  me  be  clear:  Value's  outperfor- 
mance  of  growth  has  nothing  to  do 
with  the  small-cap  effect,  the  January 


effect,  the  NFC  winning  the  Super 
Bowl  or  bumps  in  the  night. 

Value  works  only  in  a  few  good  years. 
Not  in  my  study:  Value  beat  growth  in 
1 7  of  the  25  years,  or  68%  of  the  time. 
It  was  particularly  effective  in  bad 
markets.  Lakonishok  and  his  coau- 
thors found  it  outperformed  growth 
in  17  of  22  years. 

Value  falls  apart  when  yon  use 
weighted  averages.  This  is  a  variation 
on  the  argument  that  the  low-P/E 
effect  is  visible  only  in  little  compa- 
nies. The  argument  disappears  under 
a  weight  of  recent  research.  Lakoni- 
shok went  back  to  his  database  and 
ran  averages  weighted  by  the  market 
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There  are 
different  ways 
to  hunt  for 
value  stocks. 
These  four  all 
beat  the  market. 
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values  of  the  companies.  Result: 
Large-cap  value  stocks  outperformed 
growth  by  7.4%  annually.  Anticipat- 
ing the  size  critique,  Lufkin  and  I 
separately  analyzed  the  largest  500 
companies  and  w  eighted  the  growth 
stock  and  value  stock  performances  by 
market  capitalization.  Result:  Value 
beat  growth  by  7.2%  annually. 

There  are  at  least  three  dozen  pub- 
lished academic  studies  showing  the 
long-term  superiority  of  value  strate- 
gies. To  my  knowledge  there  are  none 
that  show  that  growth  has  outper- 
formed value  over  long  periods. 

Though  the  statistics  overwhelm- 
ingly lead  us  toward  the  value  camp, 
our  emotions  just  as  surely  tug  us  the 
other  way.  People  are  captivated  by 
exciting  new  concepts.  The  sizzle  of 
initial  public  offerings  like  a  Planet 
Hollywood  at  1 12  times  earnings  and 
13  times  revenues,  with  an  instant 
market  value  of  $3  billion,  or  a  Yahoo, 
an  Internet  access  company,  trading 
at  77  times  revenues  and  operating  in 
the  red,  is  just  too  great. 

Investors  just  as  surely  want  to  stay 
well  away  from  companies  whose  out- 
looks don't  look  good.  It  happened  in 
1990,  when  people  shied  away  from  die 
problematical  but  very  depressed  finan- 
cial stocks,  and  again  in  1992  when  they 
turned  away  from  the  pharmaceuticals, 
then  under  fire  by  the  Clintons. 

Growth  stock  buyers  justify  the 
prices  of  their  stocks  by  talking  not 
about  past  earnings  but  future  ones. 
Why,  this  hot  Internet  stock  is  only  30 
times  1998  earnings,  you  will  hear. 
But  it  is  a  Wall  Street  conceit  to  think 
anybody  can  forecast  even  next  year's 
earnings  with  consistency.  Studies  I 
have  done  with  Michael  Berry,  a  pro- 
fessor at  James  Madison  University, 


have  shown  that  only  one  out  of  four 
estimates  comes  within  a  plus  or  mi- 
nus 5%  range  of  actual  earnings,  and 
only  45%  come  within  plus  or  minus 
10%.  Even  a  small  negative  surprise, 
under  1%,  can  destroy  a  high-flying 
stock.  Conversely,  when  low-P/E 
stocks  get  hit  with  disappointing 
news,  they  can  shrug  it  off. 

The  success  of  contrarian  strategies 
is  built  on  the  fact  that  people  do  not 
know  their  limitations  as  forecasters. 
Rarely  are  the  best  stocks'  expecta- 


By  Mark  Hulbert 

In  the  war  between  value  and 
growth,  value  investing's  fans  have 
declared  victory.  The  folks  who  pick 
out-of-favor  stocks  have  on  their  side 
an  eminent  University  of  Chicago 
professor,  Eugene  Fama.  In  a  1992 
paper  (coauthored  by  Professor  Ken- 
neth French)  that  has  been  widely 
cited  on  Wall  Street,  Fama  found  that 
you  can  beat  the  market  by  holding 
stocks  trading  at  low  multiples  of  their 


tions  met,  and  just  as  infrequently  are 
the  poor  outlooks  built  into  the  price 
of  out-of-favor  companies  realized. 

The  table  (see  p.  147)  displays  15 
value  stocks  selected  under  the  princi- 
ples outlined  in  this  article.  Here  are 
some  guidelines. 

•  Use  several  value  strategies.  Look  at 
earnings,  cash  flow,  dividends  and 
book  value.  If,  for  example,  a  company 
has  a  high  P/E  because  of  a  writeoff 
but  is  still  cheap  in  relation  to  book 
value,  it  may  qualify  as  a  value  stock. 

•  Diversify.  Try  to  own  25  to  30 
stocks  in  15  or  more  industries. 

•  Buy  companies  with  financial 
strength  (high  interest  coverage,  low 
ratio  of  debt  to  equity). 

•  Don't  fall  in  love  with  your  stocks. 
Sell  when  a  stock  reaches  the  market 
multiple,  and  then  buy  another  low- 
P/E  stock.  Sell  if  a  stock  doesn't  work 
out  in  a  predetermined  amount  of 
time,  say,  two  or  three  years. 

If  you  follow  these  rules  and 
don't  trade  too  heavily,  you  should 
succeed  in  doing  what  90%  of  mon- 
ey managers  can't  do — outperform 
the  market.  ND 


earnings  or  book  value — value  stocks, 
in  other  words.  Other  academics, 
some  of  them  cited  in  the  article  by 
David  Dreman  (preceding),  have  stat- 
ed more  forcefully  that  value  strate- 
gies deliver  results. 

I'm  pleased  that  academia  has  over- 
come its  obsession  with  beta  and  with 
the  notion  that  nothing  works  on 
Wall  Street.  So  I'm  reluctant  to  throw 
cold  water.  Yet  I  feel  compelled  to 


Value  investing  works.  But  how  well?  There's  a  furious 
debate  raging  in  academia  on  this  topic. 


The  value 
of  value 


148 


Forbes ■  June  17, 1996 


Ever  wonder  if  the 

corporate  rates 


you're  gettin 


Midsize  companies  that  belong  to  our 
Corporate  Card  program  are  used  to  starting 
with  regular  corporate  rates  and  going  down 
from  there,  m  For  example,  you  can  enjoy 
savings  of  10  to  25%  at  participating  U.S. 
Hi/ton  Hotels  and  Resorts?  ■  Up  to  15%  off 
the  corporate  rate  for  Hertz"'  car  rentals,  u 
UPS  Air  Express"'  shipping  at  a  10  to  20% 
discount*  m  Complimentary  memberships 
in  Hertz  #1  Club  Gold"  ■  And  Silver  VIP 
status  in  Hilton  H Honors?  m  That's  because 
American  Express  has  the  power  and 
expertise  to  negotiate  these  special  savings. 
a  So  the  only  thing  you'll  have  to  wonder 
about  is  why  you  didn't  join  us  sooner,  m  For 
more  information  about  the  Corporate  Card 
program,  please  call  us  at  i~8oo~axp~I20o. 


are  amon 


the  best? 


Ob 


V10U 


sly, 
you're  not 
of  our 


one 


customers 


This  is  where  the  difference  shows. 


CORPORATE 


33 


AM:  R I :.' A,*j] 


Corporate 
Services 


American  Express  Travel  Related  Services  Company,  Inc.  'Discounts  apply  to  plihlished  rates  on  UPS  air  shipments  from  the  U.S.  only.  Discounts  do  not  apply  tc  UPS  ground  or  Early  AM*"  shipments  nor  to  additional  charges. 


'   

MONEY  GUIDE 


qualify:  Value  investing's  tans  over- 
state their  case.  My  review  of  the 
academic  papers  leads  me  to  this  con 
elusion:  The  market-beating  perfor- 
mance i  >l  value  stocks  may  be  concen 
trated  in  smaller  companies,  in  the 
month  of  January  (when  stocks  re 
bound  from  year-end  tax-loss  selling) 
and  in  a  handful  of  years  out  of  the 
past  25. 

My  suspicion  that  the  value  ap- 
proach is  not  an  all-season  winner 
begins  with  a  database  right  at  hand. 
In  the  Hulbcrt  Financial  Digest's  per- 
formance ratings  for  investment  let- 
ters, the  top  performers  over  the  last 
15,  10  and  5  years  are  firmly  in  the 
growth  camp  rather  than  in  the  value 
camp —  Value  Line  Investment  Survey, 
Louis  Navellier's  mpi  Review  and  Jim 
Collins'  ore  Insight ,  respectively. 

I'll  grant  that  the  last  1 5  years  in  the 
stock  market  have  been  extremely 
bullish,  giving  aggressive  growth 
stocks  like  Microsoft  a  good  chance  to 
pull  ahead  of  value  stocks  like  Royal 
Dutch/Shell.  Okay,  but  let's  look  at 
grow  th  over  a  longer  period,  the  past 
23  years.  Wharton  Professor  Jeremy 


Siege]  did  and  came  to  a  startling 
conclusion:  Glamour  stocks  are  worth 
their  steep  prices. 

Siegel  studied  the  Nifty  Fifty  stocks 
from  the  early  1970s.  It's  hard  to 
imagine  anv  group  of  stocks  more  the 
antithesis  of  value  than  these,  trading 
at  their  sky-  high  multiples  of  earn- 
ings. And  yet,  Siegel  calculates  that  a 

My  suspicion  that  value  is  not 
an  all-season  winner  begins 
with  the  top-performing 
investment  letters. 

portfolio  of  all  50  stocks  bought  at 
their  peak  in  December  1972  and 
held  until  today  would  be  ahead  ofthe 
market.  Siegel  used  a  Nifty  Fifty  list, 
by  the  way,  that  did  not  include  Wal- 
Mart,  whose  1 5,000%-plus  gain  since 
December  1972  seriously  skews  the 
performance  of  other  Nifty  Fifty  lists 
of  that  era  (Forbes,  Mar.  11). 

Both  Siegel's  analysis  and  the  in- 
vestment letter  rankings  seem  to  con- 
tradict the  idea  that  low-multiple  in- 


vesting consistently  beats  growth 
stock  investing. 

So  I  talked  to  a  half-dozen  finance 
professors  w  ho  have  done  research  on 
this  subject  since  Fama's  famous  pa- 
per. In  essence,  they  say  that  the  \aluc 
hypothesis  weakens  if  you  don't  look 
at  jtist  the  right  periods  or  include  just 
the  right  kinds  of  stocks.  Value  strate- 
gies work  best  with  a  subset  of  the 
stock  market:  small  companies,  llv 
small,  the  experts  mean  companies 
whose  market  capitalizations  put 
them  in  the  bottom  20%  ofthe  uni- 
verse. Today  that  cutoff  would  be 
around  S200  million. 

This  puts  value's  fins  on  thin  ice. 
Performance  is  not  always  what  it 
seems  in  this  corner  ofthe  stock  mar- 
ket. The  outsize  gains  for  small  com- 
panies are  concentrated  in  a  one- 
month  period  from  Dec.  3 1  to  Jan  3 1 . 
Because  of  tax-loss  selling,  bid-asked 
spreads  do  funny  things  around  the 
end  ofthe  year. 

As  Wharton  Professor  Donald 
Keim  has  shown,  a  disproportionate 
number  of  December's  last  trades 
are  at  the  bid  price.  And  an  equally 


To  measure  true  value,  consider  the  commitm 


disproportionate  number  of  the  first 
trades  in  January  arc  at  the  asked 
price.  Any  strategy  that  assumes 
stocks  can  be  bought  at  Dec.  31's 
last  price  thus  w  ill  report  a  gain  that 
to  some  extent  is  the  movement 
from  bid  to  asked.  This  fact  suggests 
that  small  stocks  beat  the  market, 
but  only  during  one  month  of  the 
year  and  perhaps  only  if  you  arc  a 
marketmaker. 

Jay  Ritter  of  the  University  of 
Florida  (and  a  visiting  professor  this 
year  at  Mil's  Sloan  School  of  Man- 
agement) puts  it  this  way:  Value  may 
beat  grow  th  in  a  statistical  sense,  but 
if  you  try  to  capitalize  on  this  phe- 
nomenon as  a  trader,  you  will  be 
disappointed.  How  disappointed?  If 
you're  an  active  trader  w  ith  an  aver- 
age holding  period  of  less  than  a 
year,  then  the  cost  of  trading  could 
be  enough  to  entirely  erase  value's 
apparent  advantage.  Rut  even  for  a 
five-year  holding  period,  Ritter  savs, 
trading  costs  among  small-cap  value 
stocks  would  reduce  theoretical  an- 
nual returns  by  2%  or  more. 

Be  wary,  too,  of  studies  that  weight 


all  positions  equally.  It  is  significant 
that  in  many  studies  a  stock  like  OCG 
Technology,  which  went  from  4.7 
cents  on  Dec.  31,  1991  to  $1.17  the 
follow  ing  Jan.  31,  and  thus  "gained" 
2,400%  in  one  month,  is  weighted  the 
same  as  IBM,  which  edged  from  $89  to 
$90,  and  thus  gained  1.1%. 

Fama  and  French  report  that 
value's  advantage  over  growth 
is  only  about  2%  per  year 
for  big  companies. 

What  happens  when  we  focus  on 
the  20%  of  stocks  with  the  largest 
capitalizations?  Today  that  would 
include  only  those  companies  with 
market  caps  of  at  least  $3.2  billion. 
These  big  companies  account  for 
three-fourths  of  the  U.S.  total  stock 
market  capitalization.  Fama  and 
French  report  that  the  performance 
advantage  enjoyed  by  value  over 
growth  is  only  about  2%  per  year  for 
these  big  companies. 

Upon  investigating  this  2%  ad- 


vantage for  value  among  the  large 
stocks,  University  of  Iowa  Profes- 
sor Tim  Loughran  discovered  that 
even  these  reduced  results  are  a 
little  shaky.  Value  outperformed 
growth  in  just  15  of  the  28  years 
covered  by  the  Fama-French  pa- 
per. Furthermore,  this  2%  annual 
advantage  over  the  entire  period  is 
highly  dependent  on  just  3  of  those 
28  years,  from  mid- 1974  to  mid- 
1977.  What  happens  when  you 
take  those  years  out  of  the  study 
sample?  The  conclusion  reverses: 
Growth  beats  value  by  1%  a  year 
among  the  biggest  companies. 

Put  it  this  way.  If  you  want  to 
pursue  a  value  strategy,  have  realis- 
tic expectations — you  may  beat  the 
market  by  only  a  point  or  two  per 
year,  on  average.  Concentrate  your 
efforts  on  the  smaller  companies. 
Don't  trade  in  and  out.  Most  im- 
portant, you've  got  to  stick  with  the 
discipline  for  a  long  time.  Value 
stocks  seem  to  do  well  in  brief 
bursts,  and  you  can't  afford  to  be 
out  of  them  during  the  good 
years.  m 


nd  it. 


Initially,  it's  the  brilliance  oj  our  record  that  attracts  most 
investors.  Thirty-jive  consecutive  years  oj  increased  dividends. 
A  total  return  oj  i74%  compared  to  the  S&P  50o's  \  15% 
{'90-' 95  with  dividends  reinvested}.  And  property  casualty 
insurance  operations  consistently  rated  A++  by  A.M.  Best. 
But  what  gives  us  the  long-term  edge  is  our  commitment  to 
independent  agents.  We  carejully  select  only  the  best.  They 
know  the  market  and  their  customers,  so  they  can  assess  risk 
accurately.  Which  is  why  it's  so  easy  to  jail  in  love  with  our 
combined  loss  and  expense  ratios.  To  take  a  closer  look  at 
Cincinnati  Financial  Corporation, 
call  i-800-955-CINF  (246lj. 


Cincinnati    Financial  Corporation 

Making  our  strength  y  o  u  r  j  u  t  u  r  e 


THE 

CINCINNATI 

ivsnmo.cowwns 


THE  UNABRIDGED  VERSION 


Traditionally,  trie' greatest 
collection  of  volumes 
kas  included  Thoreau; 
Keats,  and  Jane  Austen. 
Today,  it  would  have  to  include  the  Yukon  hy 
GMC,  a  vekicle  wkose  interior  volume  is  an 
une  dited,  unakridged  181  cukic  feet.  Dressed 
in  rick,  sumptuous  leatker  and  tkickly  woven 
carpeting,  tke  Yukon  SLT  is  a  study  in  luxury. 


Its  triple  -sealed  doors  and  extensive  sound 
insulation  would  make  even  tke  most 
meticulous  likrarian  feel  perfectly  at  kome. 

>  Or  if  you  prefer,  an  availakle 

concert-quality  compact  disc  sound  system 
can  transform  tkis  den  of  tranquility  into  a 
tkunderous  orckestra  kail. 

USA 


OFFICIAL  SPONSOR  OF 
THE  1996  U.S.  OLYMPIC  TEAM 


'Requires  hucket  seats.  ©  1QQ6  CM  Corp.  All  rights  reserved.  CM,  CMC,  Yu 


IE  SPORT  UTILITY  VEHICLE. 


registered  trademarks  of  General  Motors  Corporation.  Buckle  Up,  America! 


Yul  eon  bLT's  front  seats  embody  yet  another 
indulgence.  With  fold-d  own  armrests  and  power 
lumbar  controls,  they  conform  to  one's  body 
for  the  ultimate  in  comfort.  For  convenience, 
the  Yu  kon  s  instrument  panel,  center  console 
and  overhead  console*  are  all  ergonomically 
designed  and  perfectly  placed. 

At  th  e  heart  of  Yukon  is  a 
powerful,  new  Vortec  V8 
engine  that  generates  a 
strong  and  smooth  255  horsepower.  Matched 
to  an  available  four-wheel  drive  system,  the 
Yukon  is  preeminently  capable  of  accentuating 
the  sport  in  sport  utility, 
precisely  on  your  command. 
For  more  serene  and  fluid  transport,  an 
independent  front  suspension  absorbs  road 
harshness  and  relegates  it  to  mere  rumor. 
So  look  up  the  Yuk  on  under  www.gmc.com 

or  call  1-800-GMC-8782. 

Then  see  why  it  redefines  the 
sport  utility  vehicle. 

YUKON 


COMFORTABLY 
IN  COMMAND" 
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If  the  bull  market  holds  up,  initial  public  offerings  will  probably  continue 
to  outperform  the  averages.  But  be  careful  when  making  your  selections. 

The  new  game  in 
new  issues  M 


By  Linda  R.  Killian 
Statistics  by  Scott  DeCarlo 

It's  rhmarkablk  how  effectively 
bull     market    convinces  private 
owned  companies  to  go  public.  Since 
the  beginning  of  1995  nearly  50 
cent  leveraged  buyouts  went  publ 
again  (Revlon,  for  example,  and  N, 
bisco  Holdings).  Subsidiaries  of  bi 
established  companies  like  H&R  Bloc 
and  AT&T  are  going  public  (Comp 
Serve,  Lucent  Technologies).  For 
eign  companies  that  in  the  past  won 
have  raised  capital  from  local  ban 
are  instead  getting  it  on  Wall  Street 
(Pechiney,  km). 

Add  it  up.  Not  counting  fi- 
nancial issues  or  those  with  capi- 
talizations below  $50  million, 
initial  public  offerings  raised 
$32  billion  last  year  and  $16  billion 
(including  foreign  issues)  in  the  fi 
four  months  of  1996. 

All  this  represents  a  huge  transfer 


The  biggest  underwriters 


Underwriter 

Number 

— %  of  issues  that — 

Cumulative  performance 

Total 

of 

went 

beat  the 

actual 

rel  to 

offer  value 

issues 

up 

market 

S&P  5003 

($mil) 

Goldman  Sachs 

159 

76% 

55% 

196% 

169 

$25,287 

Morgan  Stanley 

147 

71 

59 

229 

205 

15,949 

Merrill  Lynch 

172 

65 

42 

94 

115 

15,066 

Smith  Barney1 

122 

69 

52 

76 

123 

8,775 

Donaldson  Lufkin  Jenrette 

109 

60 

44 

57 

109 

8,706 

CS  First  Boston2 

95 

64 

48 

65 

110 

7,793 

Salomon  Brothers 

66 

61 

41 

94 

121 

7,339 

Alex  Brown  &  Sons 

217 

70 

54 

219 

188 

7,004 

Lehman  Brothers 

78 

68 

49 

98 

144 

5.996 

Robertson  Stephens 

121 

67 

52 

121 

141 

4,080 

'Formerly  Smith  Barney  Shearson.  'Formerly  First  Boston.  'Relative  performance  is  based  on  the  ending  value  of  $100 
invested  in  each  stock  divided  by  $1  invested  in  the  index.     Sources:  Securities  Data  Co.;  Wilshire  Associates;  Forbes. 

Interested  in  the  IPO  market?  Find  an  underwriter  with  experience.  Offerings  of 
these  big  firms  fared  better,  on  average,  than  the  S&P  500. 


matron  in  the  market  for  initial  public 
offerings.  In  earlier  decades  the  roster 
of  new  issues  would  have  been  domi- 
nated by  technology  issues,  the  equiv- 
alent of  today's  Netscape  or  Linnet 
Technologies.  If  you  wanted  to  invest 
in  this  arena,  you  pretty  much  had  to 
like  technology. 

The  choices  are  much  broader  now. 
In  the  last  seven  months  you  could 
have  bought  into  a  cosmetics  giant 
(Estee  Lauder  Companies  raised  S455 
million),  an  off-price  retailer  (Loeh- 
mann's  raised  $61  million)  or  a  drug- 
store chain  (Thrifty  Pay  Less  Holdings 
raised  $409  million).  You  could  have 


Linda  R.  Killian  is  a  principal  of  Renaissance 
Capital  Corp.  (ipofund@netaxis.com),  a  Green- 
wich, Conn,  investment  firm  that  focuses  on 
new  issues. 
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There  Are  Over 
5,600  Mutual  Funds. 

Only  122  Stock  Funds 
Topped  The  S&P  500  Last^tear 

W)vy  The  View  From 
Up  Here  Is  Great. 


Class  A  Shares  Total  Return  at 
Net  Asset  Value  Calendar  Year  1995 

+37.9% 


ALLIANCE 
GROWTH  & 


+45.8% 


ALLIANCE 
TECHNOLOGY 
FUND 


+46.9% 


+47.6% 


ALLIANCE 
QUASAR 
FUND 


Class  A  Shares  Average  Annual  Total  Returns  for 

Periods  ended  12/3  f/95. 

(includes 

maximum  sales  charge) 

1  Year 

5  Year 

10  Year 

Alliance  Quasar  Fund 

+41.4% 

+16.0% 

+  10.9% 

Alliance  Premier  Growth  Fund 

+40.7% 

n/a 

+  15.4%f 

Alliance  Technology  Fund 

+39.6% 

+31.2% 

+18.3% 

Alliance  Growth  &  Income  Fund 

+32.3% 

+13.0% 

+  12.6% 

Standard  &  Poor's  500.-  +37.6% 


To  receive  Alliance  Capital's  "Getting  Started''  Kit,  including  a  Six-Point  Guide 
to  Investing  and  a  free  prospectus  on  Alliance  funds, 

Call  1-888-AC  FUNDS 


Alliance  Capital 

Investing  without  the  Mystery. 


© 


"Source:  Investment  Company  Institute  and  Lipper  Analytical  Services,  Inc.  'Since  inception  (9/92);  The  Standard  &  Poor's  500  is  an  unman- 
aged  index  of  500  companies  with  dividends  reinvested. 

SEC  average  annual  total  returns  reflect  reinvestment  of  all  distributions  and  payment  of  the  maximum  4.25%  front-end  sales  charge  for  Class  A.  Class  B  and 
C  returns  will  vary  from  these  results  due  to  higher  expenses  charged  to  these  classes.  Returns  at  net  asset  value  do  not  reflect  sales  charges  which 
would  reduce  total  return  figures.  Past  performance  does  not  guarantee  future  results.  The  investment  return  and  principal  value  of  an  investment  in  the 
Alliance  Stock  Funds  will  fluctuate  so  that  your  shares,  when  redeemed,  may  be  worth  more  or  less  than  their  original  cost.  The  Funds  can  invest  in  foreign 
securities  which  may  magnify  these  fluctuations  due  to  changes  in  foreign  exchange  rates  and  the  possibility  of  substantial  volatility  due  to  political  and 
economic  uncertainties  in  foreign  countries.  Some  of  the  funds  may  be  non-diversified  and  others  may  invest  in  non-investment  grade  bonds,  which 
may  involve  additional  risks. 

While  the  Funds  invest  principally  in  equity  securities,  in  order  to  achieve  their  investment  objectives  the  Funds  may  at  times  use  certain  types  of  investment 
derivatives,  such  as  options,  futures,  forwards  and  swaps.  These  involve  risks  different  from  and,  in  certain  cases,  greater  than,  the  risks  presented  by 
more  traditional  investments.  These  risks  are  fully  discussed  in  the  prospectus.  For  more  complete  information  on  any  Alliance  Mutual  Fund,  including 
investment  objectives  and  policies,  sales  charges,  expenses  and  risks  and  other  matters  of  importance  to  prospective  investors,  call  your  financial 
representative  for  a  current  prospectus.  Please  read  it  carefully  before  you  invest  or  send  money.  Alliance  Fund  Distributors,  Inc.,  the  principal  underwriter 
of  Alliance  Mutual  Funds,  is  a  member  of  the  NASD. 
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Company/business 

offer' 

•Price  

recent2 

Offer 
value 

V  <pi  I  III/ 

Offer 
date 

actual 

Gain  

rel  to 
S&P  5003 

Underwriter 

Microsoft/software 

$1.1/ 

$113.25 

$59 

3/14/86 

9,596% 

3,506 

Goldman  Sachs 

Cisco  Systems/network  equipment 

0.56 

51.88 

50 

2/16/90 

9,114 

4,686 

Morgan  Stanley 

Oracle/database  software 

0.42 

33.75 

32  • 

3/14/86 

7,994 

2,927 

Alex  Brown  &  Sons 

Presstek/imagmg  systems 

2.00 

138.75 

7 

3/31/89 

6,838 

3,127 

Whale  Sees 

Fastenal/retails  fasteners 

0.75 

38.25 

9 

8/21/8/ 

5,000 

2,619 

Robert  W  Baird 

American  Power  Conversion/batteries  0.25 
ClearChannel  Commun/radio  &  TV  stations  1.42 
America  Online/on-line  information  svcs  1.44 
Parametric  Technology/software  1.00 
Ascend  Commun/high-speed  network  equip  1 63 

12.50 
67.75 
64.00 
40.25 
61.50 

6 
8 

23 
20 
26 

7/29/88 
5/20/87 
3/19/92 
12/8/89 
5/12/94 

4,900 
4.664 
4,351 
3,925 
3,685 

2,079 
2,026 
2.788 
2,145 
2,567 

Josephthal 
PaineWebber 
Alex  Brown  &  Sons 
Alex  Brown  &  Sons 
Morgan  Stanley 

'Per  common  share  adjusted  for  splits.  2As  of  Apr.  30. 
Sources:  Securities  Data  Co.;  Wilshire  Associates;  Forbes. 


'Ending  value  of  $100  invested  in  each  stock  divided  by  $1  invested  in  the  S&P  500  index. 


Of  all  the  new  is- 
sues since  January 
1986, these 
stocks  were  the 
best  performers. 
Just  remember, 
the  chances  of 
picking  such 
winners  are 
pretty  remote. 


ventured  abroad  with  a  piece  of  the 
$2.7  billion  deal  from  Swedish  truck 
manufacturer  Scania,  or  the  $90  mil- 
lion deal  from  Argentinian  supermar- 
ket chain  Disco. 

Last  year's  average  initial  public 
offering  (again,  excluding  the  small 
est  companies)  raised  $95  million,  up 
from  $20  million  in  1991.  This  year, 
through  the  end  of  April,  the  average 
offering  raised  $1 14  million. 

Just  as  stunning  in  the  grow  th  of 
the  market  for  new  issues  has  been  the 
improvement  in  performance.  When 
Forbes  first  started  analyzing  after- 
market  returns  a  decade  ago,  the  re- 
sults were  consistently  dismal.  For  all 
the  extra  risk  they  took,  investors 
would  have  been  better  off  buying 
shares  in  an  s^P  500  Index  fund  than 


bining  the  new  issues  of  the  late 
1970s^or  early  1980s. 

Today  the  story  is  very  different. 
The  average  relative  performance  of 
3,505  new  issues  since  Jan.  1,  1986  is 
131,  on  a  scale  w  here  100  means 
merely  tying  the  market.  To  get  that 
number,  the  FORBES  statistics  depart- 
ment compared  the  capital  gain  on  a 
new  issue,  through  Apr.  30,  1996, 
with  the  gain  on  an  identically  timed 
investment  in  the  s&P  500.  (Note: 
The  FORBES  database  is  a  bit  different 
from  my  firm's;  it  includes  offerings 
raising  $5  million  or  more,  but  ex- 
cludes foreign  stocks.) 

For  every  crop  of  new  issues,  from 
1 986's  through  the  current  year's,  the 
investor  was  handsomely  rewarded 
for  taking  bigger-than-average  risks. 


These  calculations  exclude  dividends, 
w  hich  of  course  are  higher  for  the 
well-established  companies  in  the  s&P 
500.  But  including  them  wouldn't 
have  altered  the  overall  conclusion 
that  new  issues  have  done  well;  only  in 
1986  did  the  new  issues  underper- 
form  the  established  stocks. 

Today's  market  for  initial  offerings 
also  enjoys  broader  investor  participa- 
tion. In  the  past  individual  investors 
have  often  been  unable  to  get  alloca- 
tions of  scarce  shares  of  small  new 
issues.  The  recent  increase  in  the  size 
of  offerings  makes  it  far  easier  for 
individuals  to  get  in  at  the  offering 
price.  And  prices  on  the  larger  deals 
usually  don't  jump  to  astronomical 
levels  on  the  first  day  of  trading;  this 
makes  aftermarket  purchasing  much 


Losers 


Company/business 

 Price- 

Offer  value 

Offer 

Underwriter 

offer1 

recent2 

($mil) 

date 

Smith  Corona3/electronic  typewriters 

$21.00 

$0.38 

$252 

7/28/89 

Shearson  Lehman  Brothers4 

Worlds  Of  Wonder3/toys 

18.00 

0.00 

108 

6/20/86 

Smith  Barney 

Goldome5/savings  &  loan 

7.00 

0.00 

98 

8/11/87 

Merrill  Lynch 

Leslie  Fay  Cos/apparel 

18.00 

0.16 

90 

8/8/86 

Merrill  Lynch 

Fretter/specialty  retailing  . 

16.00 

016 

69 

5/7/86 

Salomon  Brothers 

Aristotle/apparel 

150.00 

2.25 

6/27/86 

Merrill  Lynch. 

Heritage  Bancorp  (DeD/bank 

9.17 

0.00 

58 

10/3/86 

PaineWebber 

AmeriFirst  Bank6/bank 

8.00 

0.00 

57 

11/7/86 

PaineWebber 

F&M  Distributors3/specialty  retailing 

15.00 

0.03 

53 

9/24/92 

Merrill  Lynch 

Gitano  Group/apparel 

20.50 

0.03 

51 

9/30/88 

Goldman  Sachs 

'Per  common  share  adjusted  tor  splits. 

2As  of  Apr.  30.  3ln  bankruptcy 

4Merged  into  Smith  Barney. 

5Company 

iquidated. 

6Placed  in  conservatorship  by  RTC. 

Sources:  Securities  Data  Co.:  Wilshire  Associates;  Forbes. 


These  ten 
companies  had 
offerings  of  $50 
million  or  larger 
but  turned  out  to 
be  disasters. 
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Wash  away  jet  lag.  The  Club  World  arrivals  lounge. 


After  an  overnight  Might  there's  nothing  better  than  a  refreshing  shower.  Followed  by  breakfast  and  having  your  clothes  pressed. 
All  in  our  Arrivals  Lounges  at  Heathrow  and  Gatwick  airports.  It's  one  of  the  many  features  you'll  find  on  new  Club  World. 


British  Airways 


The  world's  favourite  airline* 


Av.nl.iblc  4:11(1  AM  -  12:0(1  I'M   t  l<W6  British  Airways 
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less  frenetic. 

If  you  want  to  invest  in  a  newly 
public  company,  follow  these  rules: 

•  (  .<  impare  the  company  to  its  already 
public  peers.  Lucent,  the  telecom 
equipment  company  recently  spun  off 
from  ,\  I  &  r,  is  poised  for  taster  growth 
than  Northern  Telecom.  But  its  mul- 
tiple is  lower.  I  think  that  Lucent  is  a 
buy  at  a  recent  38V4.  (For  more  on 
newly  issued  spinoffs,  see  following 
story . ) 

•  Look  for  companies  whose  prospects 
are  improving — and  not  just  because 
they  have  your  cash  to  pay  down  debt. 
Among  the  reverse  leveraged  buyouts 
that  my  firm  is  currently  recommend- 
ing to  clients  are  Thrifty  PayLess  (re- 
cently 1 5 )  and  Cost  Plus  (25%),  a  chain 
of  home  accessory  stores. 

•  Look  at  who's  underwriting  the 
deal.  You  want  a  big  underwriter 
w  hose  past  offerings  have  left  some 
money  on  the  table  for  the  investing 
public.  The  table  on  page  154  tells 
which  ones  these  are. 

•  Avoid  celebrity  companies.  The 
headline-grabbing  restaurant  Planet 
Hollywood  is  a  classic  of  the  genre. 
The  predeal  hype  drove  the  stock  to  a 
close  of 267/s  on  its  first  day  of  trading. 
That  is  112  times  trailing  earnings. 
No,  thanks. 

•  Consider  die  banners  to  entry  in  die 
company's  business.  Discovery  Zone 
was  once  a  hot  new  issue.  But  how  hard 
is  it  to  open  a  play  space  for  ldds?  The 
company  is  now  in  Chapter  1 1  (see  story, 
p.  66).  Contrast  MEMC  Electronic  Mate- 
rials, a  global  leader  in  supplying  large- 
diameter  silicon  wafers.  This  is  a  tough 
business  to  jump  into,  and  the  stock's  a 
buy  at  507/s. 

•  Look  for  managers  whose  interests 
are  aligned  with  yours.  They  should 
ow  n  a  lot  of  stock.  Be  concerned  if 
they  are  selling  or  if  there  aren't  any 
outside  directors. 

•  Have  realistic  expectations.  The  su- 
perior performance  of  new  issues  in 
the  past  five  years'  is  to  a  degree  a 
reflection  of  the  bull  market.  Younger 
companies  are,  alter  all,  more  volatile, 
meaning  they  exaggerate  the  moves 
of  the  broad  market.  The  market  for 
new  issues  is  a  lightning  rod  for  the 
rest  of  the  equity  market.  When  a 
downturn  comes,  it  will  be  the  small, 
speculative  companies  with  uncom- 
mitted shareholders  that  will  fare  the 
worst.  Ml 


If  you  don't  like  new  issues  you  ought  to  like  spinoffs, 
says  money  manager  John  Keeley.  But  you  have  to  know 
how  to  hunt  for  the  real  trophies. 

New  issues 
in  reverse 

By  Thomas  Jaffe 


INVESTORS  ARE  gaga  over  new  issues,  ers  of  shares  in  a  subsidiary.  (A  spin- 

Everyone  is  looking  for  the  next  Net-  out,  by  contrast,  is  w  hen  the  parent 

scape.  Wall  Street  peddled  $32  billion  company  provides  seed  capital  to  a 

of  initial  offerings  of  stock  last  year  unit  until  it  is  up  and  running.  The 

and  another  $15  billion  in  the  first  parent  then  takes  the  unit  public,  but 

four  months  of  this  year  (see  story,  p.  keeps  a  majority  stake  for  itself).  Usu- 

154).  Most  issues  have  raced  to  fat  ally,  the  spinoff  distribution  can  be 

premiums  over  their  offering  prices.  made  tax  free  to  the  parent  corpora- 

A  reverse  phenomenon  is  visible  tion  and  the  receiving  shareholder, 
among   spinoffs:   The   popular   re-        What  happens  w  hen  the  sharehold- 

sponse  is  to  dump  them.  ers  get  their  new  certificates  in  the 

A  spinoff  is  the  distribution  by  an  mail?  Often  they  don't  know  much 

established  company  to  its  sharehold-  about  w  hat  the  newly  independent 
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STATISTICS  DON'T  COUNT 

6 


Generalizations  don't  fly.  Lists  don't  add  up.  Frankly,  Polk  direct  marketing,  database  management  and  market 

the  information  age  is  filled  with  misinformation,  analysis  product.  Multi-dimensional  intelligence  enables 

It's  a  fact:  you  can't  rely  on  facts  alone  to  meet  your  you  to  build  your  market  strategy  on  the  most  sophisticated 

marketing  objectives.  They  just  aren't  reliable  as  and  comprehensive  consumer  information  available, 

projectable  information.  At  Polk,  we  believe  it  takes  For  a  fully  dimensional  portrait  of  your  customers  and 

multi-dimensional  intelligence  to  gain  real  insight  into  prospects,  come  to  the  company  that  has  spent  the 

consumers' perceptions  and  habits.  Multi-dimensional  last   125  years  perfecting  its  data  and  diagnostic 

intelligence  is  the  sum  of  our  superior  data,  technical  capabilities.  Because  in  the  end,  it's  not  the  information, 

proficiency  and  diagnostic  savvy.  It  is  present  in  every  it's  the  intelligence  behind  it.  Call  800  635-5522. 


PJk 

Multi-Dimensional  Intelligence 


cum  i  no 
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company  does,  or  what  its  prospects 
are.  There  is  no  broker  to  flog  the 
stock  because  there  is  no  commission 
to  be  made.  Quite  the  contrary:  If 
your  broker  can  convince  you  to 
dump  the  spinoff  and  reinvest  the 
proceeds  elsewhere,  he  earns  two 
commissions. 

All  of  this  works  to  depress  the  price 
of  the  spunofF  stock  in  the  after- 
market.  And  that's  where  John  Keeley 
of  Keeley  Asset  Management  in  Chi- 
cago steps  in.  Keeley  specializes  in 
buying  spunofF  shares.  Over  the  five 
years  through  April,  his  $160  million 
of  accounts  for  institutional  clients 
averaged  a  compound  annual  return 
of  19%,  4  points  ahead  of  the  S&P  500. 
Keeley,  56,  also  runs  the  $10  million 
Keeley  Small  Cap  Value  Fund,  which 
has  compounded  at  an  annual  14% 
since  opening  in  October  1993.  Most 
of  its  investments  are  in  shares  of 
spinoffs. 

There  is  a  lot  to  pick  from  in  this 
sector.  With  the  market  demanding 
new  stock  last  year,  U.S.  companies 
spun  off  $48  billion  worth  of  stock  to 
their  shareholders,  up  from  $14  bil- 
lion just  two  years  before.  J. P.  Mor- 
gan estimates  a  $70  billion  total  value 
this  year,  including  AT&T's  spinoff  of 
Lucent  Technologies  and  General 
Motors'  of  EDS. 

A  study  by  J. P.  Morgan  &  Co.  of 
the  profiles  of  spinoff  stock  trading 
suggests  that  investors  with  patience 
do  best.  The  spunofF  stocks,  the  bank 
found,  underperform  the  market  dur- 
ing their  first  three  months  of  inde- 
pendence, burn  off  their  discounts 
during  months  four  through  six,  mark 
time  for  the  next  half-year  and  then 
pick  up  steam  over  the  following  six 
months.  During  that  18-month  peri- 


od after  the  spinoff,  the  cast-off  shares 
beat  the  market  by  20%,  on  average, 
the  Morgan  researchers  found. 

Money  manager  Keeley  explains 
the  early  weakness  of  most  spinoffs 
this  way:  "If  it's  a  real  small  cap,  not 
part  of  the  S&P  500,  the  index  funds 
kick  it  out  right  away.  If  it  doesn't  pay 
a  dividend,  the  small  bank  in  Iowa  will 
probably  sell  it.  Or,  if  you  own  Gener- 
al Mills  and  are  now  going  to  get 
shares  of  Darden,  you're  not  going  to 
screw  around.  You  sell  'em.  There  is 
always  pressure  on  these  things." 

Keeley  was  buying  Darden  Restau- 
rants this  spring,  a  year  after  it  was 
spun  off  by  General  Mills.  Darden 
operates  1,200  or  so  restaurants  un- 
der the  Red  Lobster  and  Olive  Gar- 
den names.  It  shut  its  moneylosing 
China  Coast  chain  last  year.  Profits  are 
improving  and  Darden  is  buying  back 
stock.  At  a  recent  ll7/s,  this  one  is  up 
22%  since  it  was  spun  off  in  May  1 995 . 
The  market  value  of  Darden  is  a  cheap 
60%  of  sales.  Darden  is  trading  at  17 
times  the  70  cents  Keeley  estimates  it 
earned  in  the  fiscal  year  just  closed. 

"There's  nobody  to  really  do  the 
work,  make  an  impact  on  the  stock, 
nobody  calling  saying,  'Here's  what 
we  think  it's  worth,  this  thing  is  going 
to  fly,'  "  says  Keeley.  "If  [the  stocks] 
have  merit,  you've  got  time  to  get  in 
there  and  see  if  you  like  them." 

By  the  same  token,  he  thinks  the 
lack  of  initial  coverage  given  spinoffs, 
unlike  new  issues,  may  protect  you. 
"What  I'm  trying  to  avoid  is  when  a 
nice  young  analyst  from  Alex.  Brown 
downgrades  a  stock  because  earnings 
come  in  two  cents  less  than  what  the 
quarter  should  be,  and  the  shares  go 
from  28  to  14." 

An  extra  attraction  of  spinoffs  is 


that  they  are  usually  pure  enough 
plays  to  sometimes  make  good  take- 
over targets.  Keeley  picked  up  Galen 
Health  Care,  a  hospital  operator, 
when  it  was  spun  off  from  Humana,  a 
managed  care  provider,  in  March 
1993;  six  months  later  Galen  was 
taken  over  by  Columbia/HCA. 

ITT  Industries,  distributed  to  ITT 
Corp.  shareholders  in  December,  is 
not  a  pure  play.  This  hodgepodge 
makes  Bell  &  Gosset  parts  for  your 
central  heating,  antilock  brakes  for 
your  auto  and  radar  jammers  for  the 
military.  Keeley  bought  it  soon  after 
ITT  spun  it  off.  Why?  Because  it's 
going  to  become  less  of  a  hodge- 
podge. The  company  plans  to  sell  its 
semiconductor  and  real  estate  busi- 
nesses, a  move  that  will  boost  earnings 
to  $2.25  a  share  this  year,  Keeley  says. 

Here's  one  that's  a  spinoff  of  a 
spinoff.  In  1993  Marriott  Corp.  split 
into  Marriott  International,  in  hotel 
management,  and  Host  Marriott, 
which  owns  lodging  properties  and 
operates  food,  beverage  and  retail 
concessions.  Then,  last  December, 
Host  Marriott  spun  off  its  concessions 
business  as  Host  Marriott  Services, 
which  now  trades  at .8.  Keeley  thinks 
that's  a  bargain.  His  logic:  The  com- 
pany should  be  able  to  deliver  operat- 
ing income  (earnings  before  interest, 
taxes  and  depreciation)  of  $125  mil- 
lion in  1997.  At  that  time  the  business 
should  be  worth  seven  times  that 
figure,  or  $875  million.  Subtract 
$408  million  in  debt,  divide  by  shares 
outstanding,  and  vou  get  a  share  price 
of  133A. 

The  table  lists  six  more  of  Keeley's 
favorite  holdings.  Don't  chase  them. 
Remember,  the  whole  concept  here  is 
to  buy  wallflowers.  H 


The  spinmeister  likes  these  companies 


Company/business 

Recent 

EPS 

Book  value/ 

Spun  off  by/date 

price 

1996  est 

share 

Crown  Vantage/paper  products 

17% 

$0.88 

$65.64 

James  River/August  1995 

Gardner  Denver  Machinery/industrial  equipment 

26V4 

2.70 

11.49 

Cooper  Industries/April  1994 

Pittston  Brink's  Group/cash  collection  services 

29 

1.58 

6.23 

Pittston  Services/January  1996 

Strattec  Security/auto  parts 

18% 

1.62 

7.08 

Briggs  &  Stratton/February  1995 

Transport  Holdings/life  insurance 

431/2 

6.00 

181.99 

Travelers/September  1995 

US  Industries/housewares  and  recreation  prods 

215/s 

1.57 

7.84 

Hanson  Pic/May  1995 

Sources:  Keeley  Asset  Management;  I8ES  Inc.  and  Market  Guide  via  OneSource  Information  Services;  IBES  Express. 


Theory:  They're  unloved,  urn; -  "owned, 
on  their  own  and  on  the  rise. 
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TEMPLETON  WORLD  FUND 


DIVERSIFY  -  BY  COMPANY, 
BY  INDUSTRY  AND  BY 
COUNTRY 

■  Today's  global  economy  is  opening  the  door 
to  a  wealth  of  new  investment  opportunities.  In 
fact,  markets  outside  the  U.S.  already  account  for 
more  than  60%  of  the  world's  total  stock  market 
capitalization^  With  the  Templeton  World  Fund, 
an  investor  could  be  positioned  to  make  the  most 
of  these  important  new  developments. 

■  Since  19 78,  Templeton  World  Fund  has  invest- 
ed in  securities  of  companies  and  governments 
throughout  the  world.  While  the  fund's  diversi- 
fied portfolio  can  help  reduce  risk,  there  are 
special  risks  inherent  in  foreign  investing, 
including  currency  fluctuation  and  political 
uncertainty. The  fund  places  a  strong  emphasis  on: 

Long-term  capital  growth  potential 
Global  diversification 
Professional  management 

■  For  more  than  50  years,  the  Templeton  orga- 
nization has  been  analyzing  and  investing  in 
foreign  securities  and  is  an  acknowledged 
leader  in  the  management  of  international 
equity  mutual  funds.** 

■  Mail  in  the  postage-paid  card  or  call  Templeton 
today  for  a  free  brochure. 

'Source:  Morgan  Stanley  Capital  International  Perspective  and  International 
Finance  Corporation  Monthly  Update,  1 996. 

•"fSource:  Strategic  Insight.  Franklin  Templeton  was  ranked  #1  out  of  174 
U.S.  fund  managers  for  market  share  in  the  international  equity  fund  category 
for  the  quarter  ended  12/31/95. 

Franklin  Templeton  Distributors,  Inc. 


YES!  I  would  like  a  free  prospectus  containing  more  complete  information  on 
the  Templeton  World  Fund,  including  sales  charges  and  expenses.  I  will  read  it 
carefully  before  I  invest  or  send  money. 

□  I  am  currently  a  Templeton  shareholder. 

Name 

Address 

City/State/Zip   


-  Templeton 

W  ORLDW1DE 

  700    Central  Avenue 

  St.  Petersburg,  FL  33701-3628 

A    Member    of   the    $  1  40    Billion    Franklin    Templeton  Group 


Daytime  Phone 


_ 


MONEY  GUIDE 


Funds  buying  foreign  stocks  often  charge  high 
fees  and  expenses.  Here's  a  way  to  save  money 
assembling  your  own  international  fund. 

Do-it-yourself 
international 


By  John  H.  Christy 

As  A  hedge  against  a  correction  in 
U.S.  stock  prices  and  the  declining 
purchasing  power  of  the  U.S.  dollar 
overseas,  it's  usually  a  good  idea  to 
own  some  foreign  stocks,  or  a  fund 
that  holds  them.  An  allocation  of  10% 
to  25%  of  your  equity  assets  abroad 


would  not  be  unreasonable. 

While  funds  specializing  in  foreign 
stocks  are  often  the  best  way  for  most 
investors  to  go,  there's  one  drawback: 
They  can  be  expensive.  The  Merrill 
Lynch  International  Equity  B  fund, 
for  example,  charges  a  hefty  4%-of- 


assets  back-end  declining  load  fee 
when  you  sell,  and  a  stiff  2. 1%  expense 
ratio  every  year.  T.  Rowe  Price's  ex- 
cellent no-load  International  Stock 
Fund  runs  up  a  0.9 1%  annual  expense 
ratio.  For  example,  on  a  $50,000  in- 
vestment returning  10%  annually  be- 


John  Dessauer 

His  strategy:  Buy  ADRs  and  stocks  of  multinational  companies  doing  business  in  emerging  markets. 
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A  homemade  international  mutual  fund 

Company/country 

Business 

Recent 

52-week  

—Price/earnings  ratio— 

Dividend 

Sales 

price 

high 

low 

12-mo 

1996 

yield 

($mil) 

trailing 

est 

Banco  Santander/Spain 

bank 

47% 

521/2 

36% 

12.1 

11.1 

4.8% 

$13,084 

Cable  &  Wireless/UK 

telecommunications  svcs 

20% 

251/4 

19 

17.5 

15.5 

2.6 

8,315 

CP  Pokphand/Hong  Kong 

agriculture 

11% 

14 

7% 

14.8 

12.1 

4.2 

784 

Ericsson/Sweden 

telecommunications  equip 

Z2V4 

26V4 

17% 

25.0 

22.0 

1.2 

14,877 

Fletcher  Challenge/New  Zealand 

paper 

m 

in/ 

21/4 

1/78 

13.9 

NA 

0.0 

2,582 

Magna  International/Canada 

auto  parts 

48Va 

48% 

36% 

10.0 

10.1 

1.6 

3,276 

Norsk  Hydro/Norway 

energy,  metals 

14% 

47% 

39% 

9.0 

9.3 

12,586 

Philips  Electronics/Netherlands 

electronics 

35% 

53% 

34Vs 

7.3 

8.0 

2.8 

40,146 

Rhone-Poulenc/France 

chemicals,  pharmaceuticals 

23% 

26% 

19% 

12.8 

12.2 

2.4 

16,988 

Singer/Hong  Kong 

sewing  machines,  appliances 

26% 

30% 

22% 

14.0 

11.8 

0.8 

1,223 

Prices  as  of  May  20.   NA:  Not  available. 

Sources:  Value  Line  Database  Service  and  IBES  Inc.  via  OneSource  Information  Services. 


If  you  don't  want  to  pay  loads  or  high  expense  ratios,  you  can 
create  your  own  international  fund  with  ADRs  and  stocks  like  these. 


fore  expenses,  that  expense  ratio  will 
cost  you  $7,600  over  the  course  of  a 
decade. 

If  you're  someone  who  enjoys 
keeping  abreast  of  foreign  companies 
and  foreign  markets,  you  might  be 
better  off  buying  foreign  stocks  your- 
self. But  don't  buy  the  foreign  stocks 
themselves — that  entails  steep  cur- 
rency conversion  and  other  costs.  In- 
stead, focus  your  attention  on  foreign 
companies  that  have  issued  American 
Depositary  Receipts,  adrs  represent  a 
claim  on  a  segregated  pool  of  foreign 
shares. 

With  adrs  you  don't  incur  the  addi- 
tional costs  of  buying  and  selling  the 
foreign  currencies  in  which  the  foreign 
shares  are  denominated,  adrs  trade  in 
dollars  and  they  pay  dividends  in  dol- 
lars. ADR  investors  also  avoid  paying 
custodial  costs.  Whereas  the  T.  Rowe 
Price  International  Stock  Fund  charges 
you  0.91%  a  year,  you  can  buy  1,000 
Royal  Dutch  Petroleum  adrs  from  a 
discount  broker  and  pay  a  commission 
of  around  $250,  with  no  further 
charges  as  long  as  you  hold  the  stock. 

There  are  at  least  1 ,500  adrs,  most 
of  which  are  listed  on  U.S.  exchanges 
or  traded  over-the-counter.  You  can 
get  a  list  of  these  from  the  Bank  of 
New  York. 

How  do  you  begin  to  put  together 
a  portfolio  from  all  these  candidates? 
For  help  we  turned  to  John  Dessauer, 
the  publisher  since  1980  of  John  Des- 
sauer's  Investors'  World,  in  Cape  Cod, 
Mass.  Dessauer,  60,  logged  100,000 


air  miles  last  vear,  visiting  foreign 
companies,  even  ones  in  such  second- 
ary markets  as  Vietnam  and  Portugal. 
He  seems  to  have  a  good  eye.  The 
Hulbcrt  Financial  Digest  reports  that 
recommendations  in  Dessauer's 
newsletter  returned  1 5%  a  year  (net  of 
trading  costs)  over  the  past  five  years, 
putting  Dessauer  a  little  ahead  of  the 
s&P  500  and  well  ahead  of  the  Morgan 
Stanley  Capital  International  EAPE  In- 
dex for  Europe,  Australia,  New  Zea- 
land and  the  Far  East. 

In  1994  Dessauer  attended  a  Latin 
American  investment  conference  in 
Guadalajara,  Mexico,  where  he  heard 
presentations  from  Latin  American 
governments  about  their  plans  for 
buying  telecommunications  equip- 
ment. "I  came  away  from  the  confer- 
ence with  two  ideas.  First,  get  out  of 
Mexican  stocks;  second,  find  the 
world's  best  telecommunications 
equipment  maker." 

He  put  Ericsson,  the  Swedish  tele- 
communications equipment  compa- 
ny, on  his  buy  list.  Ericsson  is  doing 
over  30%  of  its  $15  billion  sales  vol- 
ume in  Asia,  Latin  America  and  other 
emerging  markets.  Dessauer  thinks  it 
will  be  selling  a  lot  more  wireless  gear 
to  the  developing  countries — that's 
cheaper  than  laying  wire.  Motorola  is 
a  big  factor  in  this  business,  too,  but 
Dessauer  prefers  a  purer  play  on  the 
telecommunications  systems  and 
equipment. 

Dessauer  has  made  several  month- 
long  trips  to  mainland  China,  touring 


both  the  countryside  and  the  big  cit- 
ies. He's  looking  for  ways  to  play 
China's  development  by  buying 
stocks  of  companies  based  in  Hong 
Kong  that  do  business  in  China.  He 
now  suggests  CP.  Pokphand,  the 
Hong  Kong-based  arm  of  Thailand's 
CP  Group  (Forbes,  Apr.  13,  1992). 
Pokphand,  w  hich  had  $784  million  in 
revenues  last  year,  specializes  in  the 
feeding,  raising  and  processing  of 
chickens;  it  has  at  least  90  joint  ven- 
tures in  China,  which  account  for 
most  of  its  profit.  CP.  Pokphand's 
ADRs  are  listed  o-t-c.  A  related  ADR 
choice:  Ek  Chor  China  Motorcycle, 
Pokphand's  majority-owned  joint 
venture  in  China. 

One  of  Dessauer's  relatively  new 
recommendations  is  Singer.  The  sew- 
ing machine  maker  was  one  of  the  first 
great  multinational  firms,  with  huge 
plants  in  both  Scotland  and  Russia.  Its 
sewing  machine  operations  began  to 
founder  in  the  1960s,  but  the  outfit 
has  recently  been  reborn  as  a  Hong 
Kong- based  international  firm.  Its 
stock  trades  on  the  New  York  Stock 
Exchange,  recently  at  26%  per  share. 
Dessauer  thinks  Singer  will  earn  near- 
ly $2  a  share  this  year  as  one  of  its  big 
markets,  Mexico,  recovers. 

In  the  table  above  are  ten  ADRs  and 
stocks  currently  recommended  by 
Dessauer.  Additional  names  and  data 
are  available  in  Forbes'  annual  survey 
of  international  business  available  in 
early  July.  A  handy  reference  book  is 
Morninjjstar  International  Stocks.  H 
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Six  years  into  a  bear  market,  Japan's  blue-chip 
industrials  remain  pretty  expensive.  If  you  want  to  bet 
on  Japan,  shift  your  sights  to  smaller  companies. 

The  smart  way 
to  play  Japan 


By  Neil  Weinberg 


Edwin  Merner  of  Atlantis  Japan  Growth  Fund 

Stay  away  from  those  household  names.  Too  expensive. 


A  GLOBALLY  MIN'DLD  IN'VLSTOR  can't 
ignore  Japan,  accounting  as  it  does  for 
22%  of  the  world's  stock  market  capi- 
talization. It's  easy  to  be  turned  offby 
the  high  prices,  though.  Notwith- 
standing that  the  Nikkei  index  is  near- 
ly 50%  below  its  1989  peak,  stocks  of 
well-known  companies  like  Nomura 
Securities  and  Mitsubishi  Chemical 
are  going  for  more  than  130  times 
earnings  in  the  fiscal  year  ended  in 
March.  It's  hard  to  justify  I'/Ls  like 
this  in  an  economy  that  is  no  longer 
one  of  the  world's  wonders. 

But  Japan  isn't  washed  up,  and  if 
you  want  a  piece  of  it,  look  beyond  the 
familiar    multinationals    to  little- 
S  known,  smaller  Japanese  firms  that 
|  should  thrive  even  in  an  era  of  slower 
5  growth.    So    recommends  Edwin 

1  Merner,  a  54-year-old  New  York  na- 
>  tive  who  attended  college  at  Tokyo's 
|  Sophia  University  and  has  spent  two 

2  decades  managing  money  in  Tokyo 
"  for  pension  funds  and  other  clients. 

Merner's  Schroder  Japanese  Smaller 
Companies  Fund  was  the  best-per- 
forming of 47  U.K.  unit  trusts  invested 
in  Japan  in  the  ten  years  through  Dec. 
1,  1995,  according  to  hsvv  Ltd.  The 
fund  returned  an  annual  17.7%,  versus 
10.7%  for  a  unit  trust  index. 

The  blue  chips,  Merner  says,  repre- 
sent yesterday's  Japan.  The  smaller 
companies  represent  tomorrow's.  Ja- 
pan is  rapidly  maturing  economically 
and  demographically.  As  it  does,  gross 
domestic  product  growth  is  likely  to 
average  no  more  than  3%  annually,  and 
manufacturers'  share  of  gross  domes- 
tic product  will  drop  from  27%  now  to 
around  20%.  Why  not?  That's  just 
what  happened  to  factories  in  the  U.S. 
and  other  industrialized  countries.  In 
contrast  to  that  sluggishness,  Merner 
expects  demand  for  services  like  dis- 
count retailing  and  advanced  medical 
care  to  grow  rapidly. 

-In  the  1970s  and  1980s  the  best- 
performing  stocks  were  heavy  industry, 
electronics,  chemicals  and  the 
like,"  says  Merner.  "In  the  future  it  will 
be  health  care,  discount  chains,  soft- 
ware, leisure,  high  technology,  special- 
ty trading  and  finance  companies." 

Merner  has  spent  most  of  his  career 
at  the  Japanese  branch  of  Schroder 
Investment  Management  Ltd.,  the 
I  .ondon-based  investment  bank.  He 
quit  in  January  to  establish  the  Tokyo 
office  of  Atlantis  Investment  Manage- 
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SAVIN'S  GOING  TO  WIN  YOU  OVER  BY 
HJTPERFORMING,  OUTPRODUCING  AND 
OUTSERVICING  OUR  COMPETITORS. 

With  Savin,  you 
get  one  important 
feature  you  can't 
get  anywhere  else: 
Savin  people. 
People  who  will  do 
whatever  it  takes  to  win  you 
over  and  go  the  extra  mile  to 
bring  you  the  best  service  and 
solutions. 

We'll  match  our  technology 
and  document  handling  solu- 
tions to  your  own  specific 
needs.  And  with  one  of  the  most 
complete  product  lines  in  the 
office  equipment  industry,  we'll 
really  produce  for  you. 

From  high  performance 
copiers  that  deliver  up  to  80 
clear,  crisp  copies  per  minute. 
To  high  speed  digital  duplicators 
that  create  images  of  near  offset 
print  quality  and  can  print 
directly  from  your  PC  or  net- 
work. To  full  color  digital  imag- 
ing systems  that  produce  high 
resolution  color 

pnnts  that  are  virtually  indistinguishable  from  the  originals. 
tClm  Call  1-800-234-1900  to  receive  our  free,  interactive  "Discover 
Savin"  diskette  and  find  out  more  about  Savin, 
our  products  and  the  sales  office  nearest  you. 

We're  determined  to  outdo  everyone  else 
to  earn  your  business.  That's  what  makes  us 
so  tough  to  beat. 


BBUiU 

WE'RE  GOING  TO  WIN  YOU  OVER 


It's  Time  For  A 
Business  Jet  Solution 
For  People  Who 
Never  Thought 
They  Could  Afford 
A  Business  Jet. 

All-inclusive  fractional  ownership 
of  Learjet"  and  Challenger® 
aircraft  zuith  costs  tailored 
to  your  exact  requirements. 
Call:  1-800-590-JETS 


? 


BUSINESS 

JetSolutions 

The  Executive  Aviation  Affiliate  of 

AmericanAirlines 


THE  MUHLENKAMP  FUND 


Investing 
for  total 
Return 


Ron  Muhlenkamp 


Average  Annual  Returns 
Through  12/31/95 


ONE  YEAR 

+32.9% 

FIVE  YEAR 

+16.8% 

SINCE  INCEPTION 

+13.3% 

(11/1/88) 

100%  No  Load  •  IRA 's  Available 
•  $200  min.  investment 

Call  1-800-860-3863 

for  a  free  prospectus  and  more  information. 

[Muhlenkamp  &  Company,  Inc. 

1 2300  Perry  Highway  •  Wexford,  PA  1 5090 

Please  read  Ihe  prospectus  carefully  before  you  invest.  The 
fund  can  only  be  offered  to  persons  residing  in  jurisdictions 
where  such  offer  can  legally  be  made.  Past  performance  does 
not  guarantee  future  results.  Fund  shares  when  redeemed 
may  be  worth  more  or  less  than  original  cost. 


MONEY  GUIDE 

merit,  also  headquartered  in  London. 
Atlantis  began  operating  one  year 
ago,  after  its  open-end  Korean  Small 
er  (  ompanies  Fund  attracted  SI 00 
million.  The  closed-end  Atlantis  Ja- 
pan Growth  Fund  Ltd.  opened  in 
May  after  raising  $200  million. 

At  Atlantis  Japan  Growth  Fund, 
Merner  plans  to  remain  a  hybrid 
grow  th  and  value  investor  w  ho  won't 
overpay  for  earnings.  He  thinks  he  can 
keep  his  portfolio's  average  trailing 
price/earnings  multiple  in  the  low 
30s.  That  looks  expensive  in  the  U.S. 
market,  w  here  the  average  is  20,  but 
it\s  cheap  on  the  Tokyo  Stock  Ex- 
change, where  the  average  is  115. 
One  thing  to  bear  in  mind  is  that 
Japanese  corporations,  for  tax  reasons 
that  aren't  relevant  here,  write  off 
their  buildings  and  equipment  very 
rapidly.  Sometimes  the  important 
number  is  not  the  bottom  line  but 
cash  flow,  in  the  sense  of  earnings  plus 
depreciation. 

Three  years  ago  Merner  began  buy- 
ing shares  of  Kuroganeya.  This  retail- 
er of  household  goods  in  rural  central 
Japan  should  report  sales  for  fiscal 
1995  (ending  May  15)  of  $136  mil- 
lion. "I  asked  Kuroganeya's  president 
why  his  stores  were  doing  so  much 
better  than  a  larger  local  competi- 
tor's," recounts  Merner.  "He  said  go 
look  at  one  of  our  stores.  I  did  and  saw 
how  efficiently  they  use  space  and 
stock  everything  their  customers 
need.'1  This  fast-growing  chain  trades 
for  32  times  fiscal  1995  earnings, 
against  56  for  industry  leader  Ito- 
Yokado.  Kuroganeya  also  goes  for 
around  9  times  cash  flow  (earnings 
plus  depreciation).  On  that  score  it's 
considerably  cheaper  than  Wal-Mart 
at  13  times  cash  flow. 

With  the  population  of  Japan  aging 
more  rapidly  than  that  of  any  other 
country,  health  care  is  an  obvious 
bright  spot.  Merner  likes  Fukuda 
Denshi,  which  makes  heart-rate  mon- 
itors and  imports  pacemakers  and  an- 
gioplasty equipment.  It's  going  for  25 
times  earnings  for  the  fiscal  year 
through  March.  Shofu,  a  maker  of 
fillings,  caps  and  other  dental  prod- 
ucts, is  at  38  times  trailing  earnings; 
Merner  expects  earnings  to  grow  over 
30%  in  the  current  fiscal  year. 

The  Japanese  are  spending  more, 
too.  So  Merner  is  buying  Sanyo  Shin- 
pan,  a  consumer  loan  company  trad- 


ing for  18  times  March  1996  earn- 
ings. He  likes  Watt  Mann,  an  elec- 
tronics chain,  at  33  times  earnings, 
and  women's  apparel  wholesaler  Itari- 
yard  at  36  times  earnings. 

Some  day,  says  Merner,  capital 
spending  w  ill  pick  up,  too.  Although 
it  was  just  16%  of  gross  domestic 
product  last  year  versus  21%  in  1991, 
it  should  rebound  over  the  next  few 
years.  Merner  sees  growth  potential 
for  Inaba  Denkisangyo  Co.,  an  elec- 
tric wiring  equipment  trading  compa- 
ny priced  at  16  times  earnings,  and 
Kinden,  an  electrical  engineering 
contractor  at  21  times  earnings. 

Buying  Merner-type  Japanese 
stocks  isn't  easy  for  the  ordinary 
American  investor.  Ifyou  w  ant  to  buy 

Stocks  of  the  future? 
"Health  care,  discount 
chains,  software,  leisure, 
high  technology,  specialty 
trading,  finance." 


ones  with  American  Depositary  Re- 
ceipts, vou  will  pretty  much  have  to 
stick  to  blue  chips  like  Sony  and 
Honda.  However,  Merrill  Lynch  will 
take  a  trade  for  1 ,000  shares  of  a  small 
Japanese  stock  that  it  makes  a  market 
in  or  at  least  $25,000  worth  of  anoth- 
er issue.  Charles  Schwab  &  Co.  will 
handle  the  minimum  number  of 
shares  allowed  by  exchanges,  which  in 
Tokyo's  case  is  1,000  or  2,000  shares. 
Because  buying  through  Schwab  re- 
quires investors  to  pay  a  markup  to  a 
foreign  marketmaker  as  w  ell  as  a  com- 
mission to  Schwab,  a  trade  at  this 
discount  firm  can  sometimes  cost  you 
more  than  a  trade  at  Merrill  Lynch.  It 
pays  to  shop  around. 

The  other  way  to  get  in  is  to  buy  the 
dollar-denominated  Atlantis  Japan 
Growth  Fund,  which  recently  was 
trading  at  a  premium  of  about  10%. 
The  expense  ratio  is  1 .5%  of  net  assets 
annually. 

You  can  buy  shares  of  closed-end 
trusts  in  London  as  easily  as  you  can  buy 
shares  of  British  Telecom  or  British 
Steel.  Unlike  open-end  foreign-based 
funds,  which  are  extremely  squeamish 
about  selling  to  U.S.  residents,  closed- 
ends  don't  necessarily  even  know  w  ho 
their  shareholders  are.  H 
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Introducing  The  Berger  New  Generation  Fund 


"When  you've  seen  as 
much  innovation  as  I  have,  you  understand 
how  smart  it  can  be  to  invest  in  it." 


-Bill  Berger.  Shareholder  5  Trustee 


Cellular  phones.  Gene  therapy.  Surfing  the  Net.  It's  no  coincidence 
that  some  of  the  great  innovations  of  my  lifetime  have  also  made 
great  investments. 

What  will  he  the  great  innovations  of  tomorrow?  That's  the 
question  that  inspired  another  revolutionary  idea — the  nodoad 
Berger  New  Generation  Fund. 

As  the  title  suggests,  this  is  a  new  generation  of  fund 
specializing  in  the  new  generation  of  companies. 
A  fund  looking  for  impact  players  with  big  ideas  and 
management  skills  to  implement  their  vision.  With 
intensive  research  and  experienced  decision-making, 
the  Berger  New  Generation  Fund  will  pull  out  all 
the  stops  to  find  them,  regardless  of  their  size. 

The  Berger  New  Generation  Fund  is  looking  for 
leaders  of  the  future.  And,  in  the  process,  will 
work  to  make  the  Fund  a  leader  as  well. 


Invest  in  the  future  today. 
Call  1-300-333-1001.  Dept.  A247. 

We'll  send  a  prospectus  with  more  information  including 
management  fees,  charges  and  expenses.  Read  it  carefully 
before  investing. 


On  eSource 


T 


Together  we  can  move  mountains."  T-800-5-NO-LOAD 


Charles  Schwab  &  Co.,  Inc.,  member  SIPC/NYSE,  provides  record  keeping  and 
shareholder  services  for  shares  purchased  through  ils  Mutual  Fund  OneSource. 
Funds  distributed  by  the  Berger  Funds,  Inc. 

©  1996  Berger  Associates,  Inc. 
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MONEY  GUIDE 

What's  the  best  way  to  invest  overseas 
if  you  don't  know  the  stocks  you  want, 
but  you  do  know  where  you  want  them? 

Pick  a  country 


By  Thomas  Easton 

You  CAN  compound  your  money 
nicely  by  holding  stocks  from  the 
right  country  at  the  right  time.  Think 
Japan  in  the  1960s,  Mexico  in  the  ten 
years  beginning  in  1984,  Singapore  in 
the  1990s. 

If  you  wanted  to  make  broad  bets  on 
countries,  riiere  was  until  recently  only 
one  good  way  to  do  it.  You  bought  one 
of  the  closed-end  funds,  most  of  them 
listed  on  die  New  York  Stock  Exchange, 
that  hold  a  portfolio  of  stocks  from  a 
single  country.  If  you  didn't  like  closed- 
ends,  you  were  out  of  luck. 

Good  news  for  investors  in  foreign 
markets:  Within  a  year  there  will  be, 
for  at  least  a  dozen  countries,  two 
more  ways  to  play  the  game.  Each  of 
these  three  vehicles  has  its  virtues  and 
its  drawbacks.  Here's  a  rundown: 

Morningstar  counts  52  single- 
country  closed-ends  that  trade  in  the 
U.S.  There  are  also  19  regional 
closed-ends,  such  as  for  Africa  and  the 
Iberian  Peninsula.  Since  a  closed-end 
fund  has  a  fixed  number  of  shares 
outstanding  that  the  sponsor  is  under 
no  obligation  to  redeem,  the  fund 
manager  can  buy  whatever  he  wants, 
including  the  more  illiquid  stocks 
common  on  foreign  bourses. 

Most  closed-ends  trade  at  a  dis- 
count. Example:  The  Czech  Republic 
Fund  has  a  portfolio  worth  $15.54 
per  share  but  last  closed  at  14V8. 
Discounts  are  good  when  you  are 
buying,  bad  when  you  are  selling.  It  is 
usually  a  dumb  idea  to  buy  a  closed- 
end  at  a  premium,  or  at  a  slimmer  than 
normal  discount;  when  it  reverts  to 
pattern,  you  take  a  hit. 

Besides  the  discount,  the  other 
thing  to  watch  for  in  a  closed-end 
country  fund  is  its  expense  ratio. 
Among  the  worst:  the  Herzfeld  Ca- 
ribbean Basin  Fund,  advised  by  Herz- 
feld/Cuba,  which  peels  off  3.5%  of 
your  assets  every  year  for  fees  and 


overhead,  and  the  Morgan  Stanley 
India  Investment  Fund,  not  much 
better  at  3.2%.  One  of  the  best:  the 
New  Germany  Fund,  advised  by 
Deutsche  Asset  Management,  with  a 
1%  expense  ratio. 

New  on  the  scene:  single  country 
open-end  funds,  which  are  prepared 
to  cash  their  holders  out  at  any  time  at 
full  net  asset  value.  Until  recently  this 
was  thought  to  be  a  dangerous  com- 


Closed-end  country  funds 


Fund 

Assets1 

Relative 

($mil) 

discount2 

New  Germany 

$527 

-22.5% 

Italy 

88 

-17.4 

Emerging  Germany 

134 

-14.1 

Growth  Fund  of  Spain 

231 

-13.8 

Mexico 

854 

-13.5 

Germany 

210 

-13.1 

France  Growth 

190 

-12.1 

Austria 

126 

-12.0 

United  Kingdom 

60 

-11.7 

First  Philippine 

214 

-11.4 

'As  of  Mar.  31.  discount  divided  by  expense  ratio. 
Source:  Upper  Analytical  Services. 


Clue  to  a  bargain:  a  fat  relative 
discount,  which  is  the  discount 
at  which  fund  shares  trade,  divided 
by  the  fund's  expense  ratio. 


mitment  to  make.  Foreign  stock  mar- 
kets are  much  less  liquid  than  U.S. 
markets.  But  now  Wright  Investors' 
Sendee,  a  small  fund  company  in 
Bridgeport,  Conn.,  is  sticking  its  neck 
out  with  a  no-load  family  of  actively 
managed  open-end  country  funds.  It 
has  nine  in  operation  and  another  six 
in  the  works. 

How  would  Wright  handle  a  rush 
tor  the  exit  by  its  fund  holders?  Chief 
Executive  Peter  Donovan  says  he  is 
going  to  stick  to  the  most  liquid 


stocks  in  the  most  liquid  markets.  The 
least  liquid  market  for  which  he'll 
offer  a  fund  is  Mexico,  with  a  com- 
bined valuation  of  S50  billion.  Wright 
won't  use  derivatives  to  tide  it  over  a 
flood  of  redemption  orders,  although 
it  hedges  when  first  buying  securities. 

Wright  doesn't  have  the  interna- 
tional swagger  of  a  Merrill  Lynch  or  a 
Morgan  Stanley,  but  it  does  boast  a 
research  staff  of  almost  200  on  three 
continents,  who  evaluate  13,000 
corporations. 

Expense  ratios  for  the  Wright  funds 
are  expected  to  be  between  1.3%  and 
2%.  How  have  they  performed?  Too 
soon  to  judge  for  most  of  the  funds. 
The  Wright  funds  for  Hong  Kong 
and  the  Netherlands  began  operating 
in  1990  and  have  beaten  the  regional 
benchmarks. 

After  closed-end  and  open-end 
funds,  international  investors  have  a 
third  option:  new  single  country  in- 
dex funds.  These  hold  a  mostly  fixed 
basket  of  stocks  which  should  track 
certain  local  stock  indexes  fairly  close- 
ly. This  spring  Morgan  Stanley  put 
these  funds  together  for  1 7  countries, 
including  Malaysia  and  the  U.K.,  un- 
der the  brand  name  WEBS  (World 
Equity  Benchmark  Shares).  A  similar 
security,  known  as  Country  Baskets,  is 
offered  by  Deutsche  Morgan  Grenfejl 
in  nine  countries. 

The  sponsors  aim  to  keep  the  price 
of  these  fund  shares,  which  trade  on 
the  American  Stock  Exchange  and  the 
New  York  Stock  Exchange,  close  to 
net  asset  value  by  allowing  large  allot- 
ments of  shares  to  be  converted  back 
into  the  original  overseas  issues.  Indi- 
viduals couldn't  do  this,  but  large 
institutions  w  ith  the  wherewithal  to 
operate  internationally  can. 

Annual  fees  should  be  under  1.1% 
of  assets.  That  would  be  high  for  an 
index  fund  of  U.S.  stocks  but  low  for 
an  actively  managed  international 
fund.  The  sponsors  hope  to  earn  a 
little  of  the  expenses  back  for  you  by 
lending  shares  out  to  arbitragers  and 
short-sellers. 

Bear  in  mind  that  an  index  fund  in  a 
foreign  market  might  be  a  lot  less 
diversified  than  a  U.S.  index  fund.  In 
the  Standard  &  Poor's  500,  no  stock 
makes  up  more  than  3%  of  the  index. 
But  in  Mexico,  40%  of  the  Morgan 
Stanley  Capital  International  index  is 
just  four  companies.  9H 
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FUND 


LIFE  OF 

1  YEAR  5  YEAR  10  YEAR  FUND 


Dreyfus  Small  Company  +36  16 

Value  Fund* 


16.76 

(12-29-93) 


% 


FuhndDSfusThirdCentury  +36.19-  +10.71*   1 1 .56  12.13 


% 


(3-29-72) 


Dreyfus  Core  Value  Fund 

Investor  Shares 


32.82    13.80    11.35  10.83 


(2-6-47) 


Average  Annual  Total  Returns  as  of  3-31-96 


STRONG 
EQUITY  PERFORMERS 
FROM  DREYFUS. 

 No,  that  isn't  a  misprint. —  


l   800   THE    LIONfxf.  4096 

8     4     3   -  5    4    6  6 
Visit  a  Dreyfus  Financial  Center  *Via  Internet:  http://www.  dreyfus.com/funds 

To  discuss  one  of  these  Dreyfus  equity  funds  or  others  with 
different  investment  objectives  and  track  records,  call  for  a  Prospectus  today. 
Past  performance  is  no  guarantee  of  future  results. 


ireyfus 


Call  to  get  a  Prospectus  containing  more  complete  information  on  the  Fund,  including  management  fees, 
expenses  and  share  classes.  Please  read  it  carefully  before  you  invest.  Share  price  and  investment  return 
fluctuate  so  that  upon  redemption  a  shareholder  may  receive  more  or  less  than  original  cost.  *Since 
inception,  the  Manager  has  absorbed  certain  expenses  of  the  Fund  without  which  returns  would  have  been 
lower.  ©  1996  Dreyfus  Service  Corporation,  Broker-Dealer.  Premier  Mutual  Fund  Services  Inc.,  Distributor. 


uuMPUitmztu  mutbimu 
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Must  you  slog  through  7,200  prospectuses  in  order 
to  pick  the  fund  that's  best  for  you?  Why  not  let 
your  computer  do  the  slogging  for  you? 

Picking  funds 
by  computer 


By  Steve  Kichen 


Thh  first  THING  TO  DO  when  shop- 
ping for  a  mutual  fund  is  to  figure  out 
what  you  expect  it  to  do  For  you. 
Don't  just  say:  I  want  it  to  make 
money  for  me.  That's  no  answer.  Are 
you  making  a  long-term  investment 
for  an  infant's  college  education  and 
willing  to  take  some  risk?  Or  are  you 
just  a  few  years  away  from  retirement 
and  willing  to  accept  modest  returns 
in  exchange  for  security?  If  it's  stocks 
you  want,  what  kind  of  stocks? 

FORBES'     annual     mutual  fund 


roundup  (coming  in  the  Aug.  2o 
issue)  can  point  you  in  the  right  direc- 
tion. If  you  want  to  take  your  search 
to  the  next  stop,  you  need  to  use  a 
computer. 

Hypothetical  example:  You  arc 
nervous  about  the  current  level  of  the 
market  but  don't  want  to  miss  out 
completely  if  stocks  keep  climbing.  In 
that  case  you  probably  should  create  a 
do-it-yourself  balanced  fund  by  put- 
ting half  your  money  in  a  low  -cost 
U.S.  Treasury  fund  and  half  in  a 


growth  fund.  That  gives  you  stability 
of  income  along  with  a  shot  at  further 
appreciation. 

We  would  suggest  the  following 
criteria  in  picking  the  funds:  (  1  )  ex- 
pense ratio  no  greater  than  0.8%  for 
taxable  bond  funds  and  1 .2%  for  do- 
mestic stock  funds;  (2 )  turnover  of  na 
more  than  125%;  (3)  no  1 2 b  1  fee; 
and  (4)  performance  within  the  top 
10%  of  funds  with  the  same  invest-  ] 
ment  objective  over  the  last  ten  years. 
You  can  glean  this  information  from 
FORBES'  annual  mutual  fund  survey. 
However,  if  you  are  computer-wise, 
there  are  a  couple  of  databases  that 
can  make  the  task  easier. 

Morningstar's  Ascent  ($45  for  one 
month;  S195  for  an  annual  subscrip- 
tion) covers  7,200  funds  and  fund 
classes  and  is  available  only  for  Micro- 
soft Windows.  For  Treasury  bond 
funds,  two  in  this  database  pass  all  of 
our  criteria:  Benham  Target  Maturi- 
ties-2000  and  Benham  Target  Matu- 
rities-2005.  Six  growth  funds  pass  our 
other  criteria.  To  find  out  more  about 
a  fund,  including  a  graph  of  past 
performance,  you  can  print  a  one- 
page  report. 

The  Value  Line  Lund  Analyzer  is 
similar  in  many  ways  to  Ascent  {ox\  CD- 
ROM,  $395  for  an  annual  subscrip- 
tion; $50  for  a  two-month  trial )  and  is 
a  Windows-only  product.  Screening 
is  a  little  harder  with  Value  Line — 
there  are  no  pull-down  menus  for 
some  screening  items,  for  example — 
but  it  does  the  same  job.  A  few  draw- 
backs to  the  Value  Line  product:  It 
currently  covers  only  5,400  funds, 
with  more  added  each  week;  it  lacks  a 
data  field  for  performance  relative  to 
peers;  and  it  does  not  tell  you  howa 
many  funds  passed  each  hurdle,  so  it  is 
harder  to  fine-tune  your  parameters. 

Value  Line  pluses:  an  analyst  report 
and  a  list  of  investments  for  1,500 
funds:  (Morningstar  has  these  fea-j 
tures  on  a  premium  product,  Princip- 
ia  Plus.)  Value  Line  also  has  some] 
useful  screening  items  not  found  in 
the  Morningstar  system,  such  as  bull 
and  bear  market  performance.  Unlike 
Morningstar,  Value  Line  can  be  up- 
dated by  modem. 

For  cheapskates,  we  recommend! 
the  American  Association  of  Individ- 
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Every 
two  minutes, 
somebody 


PROFESSIONALS  IN  THE  FIELD.  WE  MEET 


THE  BORROWING  NEEDS  OF  HOME  BUYERS 


NATIONWIDE.  ALL  OF  WHICH  HAS  HELPED 


US  BECOME  THE  NATION'S  LEADING  HOME 


LENDER.  TWO  MINUTES  AT  A  TIME.  CONNECT 


WITH  COUNTRYWIDE  THROUGH  THE  NET 


AT:  http://WWW.COUNTRYWIDE.COM. 


<t  Equal  Housing  Lender  ©1996  Countrywide  Home  Loans,  Inc. Trade/service  marks 
J  are  the  property  of  Countrywide  Credit  Industries,  Inc.  and/or  its  subsidiaries.  3/96. 
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THE  ONTARIO  MINISTRY 
of  Transportation  knows  that  people 
have  better  things  to  do  than  wait 
in  line.  So  they  called 
IBM  to  see  if  some- 
thing could  be  done  to 
serve  Ontario  motorists  better. 


The  result?  A  network  of  inter- 
active kiosks  that  now  lets  motorists 
update  their  driving  privileges  365 
days  a  year.  People  can  renew  vehicle 
registration,  check  out  information 
on  used  cars,  and  update  personal 
information  on  their  health  cards. 


The  easy-to-use  systeij 
which  links  several  governi 
agencies,  lets  drivers  pay  fe« 
right  on  the  spot  with  majc  r 
credit  cards. 

Customer  satisfaction 


high  that  new  kiosks  are  b 
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i 
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Escape 


I  and  additional  applications  www.clearlake.ibm. com/GOV/  or  give 

aimed  this  year.  us  a  call  at  1  800  IBM-33.33,ext.  HA040. 
i/ant  to  know  how  to  provide 
r  and  more  efficient  service 

ar  customers?  ^F-r-s^iSF 
iruise  through  our  home  —  ~  ~— •  7  E=® 

on  the  World  Wide  Web  at  Solutions  for  a  small  planet " 


You  can  spend  a  small  fortune  fetching 
financial  data  on-line.  But  first,  why  not 
check  out  what  the  free  sites  can  provide. 

Data  for 
cheapskates 
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ual  Investors'  Qjiarterly  Low-Load 
Mutual  Fund  Update  at  just  $39  a 
year  for  ami  members  and  $50  for 
nonmembers.  This  software  covers 
900  funds  and  is  available  for  res  and 
Macs.  Screening  criteria  are  much 
more  limited  than  in  the  Morningstar 
and  Value  Line  products,  but  include 
relative  performance  and  risk  level. 

Another  inexpensive  option  is  the 
Mutual  Fund  Finder  module  in  the 
latest  versions  of  Intuit's  Quicken  De- 
luxe ($60  for  software,  plus  $40  a  year 
if  you  wish  to  update  the  database  by 
disk).  This  software  uses  data  from 
Morningstar  and  covers  4,400  funds 
but  has  just  nine  screening  items. 

What  can  you  find  on-line?  If  you 
want  detailed  information  on  a  few 
funds,  CompuServe's  Publications 
Online  (Go  Pubonl)  has  Morningstar 
and  Value  Line  fund  reports  for  $5 
per  report.  Detailed  Morningstar  re- 
ports in  Adobe  Acrobat  format  can  be 
downloaded  from  the  Internet 
(http:/ /www. investools.com)  for  $5 
a  report.  Investools  also  has  simple 
screening  capabilities  and  carries  sev- 
eral financial  newsletters. 

Networth,  by  Gait  Technologies, 
Inc.  (http://www.galt.com),  can  gen- 
erate simple  price  charts  and  reports 
free  of  charge.  Networth  also  runs  free, 
but  simple,  screens  on  16  different  data 
fields.  In  addition,  Networth  has  great 
links  for  prospectuses,  applications  and 
other  information. 

If  you  just  want  an  easy  way  to 
check  daily  fund  performance,  try  Net 
Profit  (http:/ /www. bozeman.com). 
This  site  will  send  each  trading  day's 
closing  net  asset  values  for  up  to  ten 
funds  or  stocks  to  your  E-mail  address 
free.  Quotes  on  11  to  35  items  cost 
$20  a  year. 

Your  own  objectives  may  be  differ- 
ent from  those  outlined  above.  If  you 
are  young  enough  and  willing  and 
psychologically  capable  of  riding  out 
market  declines,  you  might  want  to 
put  all  your  money  in  aggressive  stock 
funds.  If  you  are  getting  close  to 
retirement,  you  might  want  to  put 
your  401(k)  money  mostly  in  high 
yielding  bonds.  But  whatever  your 
objectives,  the  four  criteria  cited 
above  should  guide  your  selection 
from  the  mutual  fund  Tower  of  Babel. 
A  computer  and  any  of  the  above 
mentioned  databases  should  make 
the  task  relatively  easy.  wm 


By  David  C.  Churbuck 

For  well-heeled  investors,  the  on- 
line world  offers  a  wealth  of  financial 
information.  Bloomberg  will  fix  you 
up  with  a  stock  quote  terminal  for  a 
mere  $  1 ,640  a  month.  You  can  open  a 
CompuServe  account  and,  for  $41, 
download  the  last  3,100  daily  closing 
prices  of  IBM.  Or  you  can  subscribe  to 
the  PC  Quote  service  and  pay  as  much 
as  $2,500  a  year  for  historical  data, 
custom  charts  and  up-to-the-minute 
prices. 

But  before  you  run  up  any  big  bills 
collecting  data  for  your  investment 
needs,  see  what  you  can  find  on  free 
Internet  sites.  We  spent  a  few  days 
trying.  Here's  some  of  what  we  came 
up  with. 

SEC  documents.  Since  May,  the  Se- 
curities &  Exchange  Commission  has 
required  that  certain  filings,  including 
10- Ks  (annual  reports),  must  be  filed 
electronically.  Some  companies  now 
file  10-Qs  (quarterly  results)  and 
8-Ks  (announcements  of  significant 
events)  electronically  as  well.  The  SEC 
puts  the  documents  up  on  its  Edgar 
(Electronic  Data  Gathering,  Analysis 
and  Retrieval)  system.  Its  Internet 
address  is  http://www.sec.gov/ 
edgarhp.htm.  We  fetched  the  latest 
quarterly  report  for  Microsoft.  The 
service  is  fairly  fast,  but  the  results  are 
nothing  to  look  at.  You'll  want  to  save 
the  files  on  your  own  computer  and 
print  them  out. 

You  can  search  Edgar  using  a  com- 
pany name.  But  there  are  limits  to 
what  you  get  in  a  government  data- 
base. You  can't  search  it,  for  example, 
to  get  a  list  of  all  companies  with  sales 
over  $1  billion  or  "software"  in  the 
business  description.  But  for  what  it 
is,  a  quick  and  convenient  way  to 
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Fidelity's  Web  site 

One  family's  finances. 


-I    l»- 1  - 1  - 1  1 

-r™             ^  ifita  ■.'■■pf^f.hsBa* 

V 

*■*  (**■«  Pratuit  MifMtlHr  lor  Urn  (ompit*.  )n  <rf  WW  pra*<th 

HASDAO  .Timo-J  I                nKnSut.1                                NAV,***  | 
T  op  25  ?«rf ™m 

C^—  <■*•■:  i  ...  jj,  Kmm  ImhibiIih  lii  rfrfl!Tw4F*B4  radii 

f  —  |0O«-.       [«.  M«i 
«*»  "~- '  

■ 

Intuit's  Networth 
Covers  thousands 
of  competing  funds. 


avoid  calling  a  company's  investor 
relations  department  for  basic  pub- 
lished financial  statements,  Edgar 
does  the  job. 

Corporate  profiles.  Check  out  Hoo- 
ver's MasterList  Plus  database  of 
about  10,000  U.S.  and  foreign  pub- 
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Forbes  is  now  on  CompuServe  ► 


ilow  you  can  tap  into  an  enhanced,  cybersavvy  version  of  the  Capitalist  Tool  every  day.  Use 
ur  famous  lists  to  greater  advantage  with  online  versions  that  let  you  to  search,  sort  and 
ank  by  your  own  criteria.  Discuss  a  wide  range  of  business  issues  in  the  Forbes  Forum  and 
ain  quick  access  to  current  and  back  issues  through  Forbes  Forum  library.  Plus  rely  on  many 
ther  services  that  make  CompuServe  the  premier  online  provider  for  business  types  —  at 
i/ork  and  play.  From  stock  quotes,  and  your  own  personal  news  clips  file  to  golf,  food  and 
/ine,  CompuServe  offers  more  in-depth  information  on  the  subjects  that  interest  you  than 
ny  other  online  service.  All  for  just  $9.95  a  month.  So  if  you're  after  money,  power  and 
ifluence,  go  after  CompuServe  today.  For  free  software  and  10  free  hours,  call  1-800-941-0454. 

j1996  CompuServe  Incorporated.  New  members  only,  please.  One  membership  per  household.  If  you're  connected  to  the  Internet,  visit  us  at 
yww.compuserve.com 
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CompuServe 

AN    H&R    BLOCK  COMPANY 

1-800-941-0454 


FREE  SOFTWARE 
AND  10  FREE  HOURS 
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licly  traded  companies  (http:// 
www.hoovers.com).  Halt"  of  them 
have  company  descriptions,  financial 
ratios  and  other  statistics.  Hoover 
does  an  excellent  job  presenting  cur- 
rent earnings  reports  at  its  Earnings 
Central  page  (http://www.hoovers. 
com/earnings/earnings.htm]  >. 

Stock  quotes.  You  can  get  free  stock 
quotes  at  Data  Broadcasting  Corp. 
(http://www.dbc.cOm).  The  results 
are  nicely  presented  along  with  de- 
laved  prices,  volume,  bid  and  ask. 
Maximum  number  of  quotes  that  can 
be  downloaded  at  one  time:  seven. 
You  can't  prepare  your  requests  for 
quotes  off-line  and  then  submit  them, 
as  you  can  with  Quicken  and  Compu- 
Serve (for  a  fee).  But  you  can,  w  ith  a 
little  cut-and-paste  effort,  fit  the  re- 
sults into  a  spreadsheet.  During  the 
trading  day,  the  quotes  are  delayed  up 
to  30  minutes.  PC  Quote  (http:// 
www.pcquote.com)  will  let  you  have 
up  to  five  free  quotes  at  a  time. 

Mutual  fund  data.  The  big  fund 
families  have  their  own  Web  sites. 
Fidelity,  for  example,  (http://www. 
fid-inv.com)  publishes  a  daily  update 
of  net  asset  values.  For  one  site  with 
prices  from  many  fund  sponsors,  try 
Networth  ( http://www.galt.com ). 
Also  read  the  preceding  story. 

Historical  data.  There  isn't  a  lot  of 
this  on  the  freebie  sites.  But  you  can 
go  to  Charles  Schwab  Co. 
(http://w  ww  .schwab.com)  to  get  a 
free  price  chart  on  any  of  13,000 
public  companies  with  four  months  of 
daily  and  five  years  of  monthly  data 
delivered  in  an  Adobe  Acrobat  file. 
Good  to  look  at,  but  unfortunately 
it's  impossible  to  import  into  any 
spreadsheet.  While  you  don't  have  to 
be  a  Schwab  customer,  the  site  prom- 
ises richer  data  if  you  are.  ( If  your  PC 
doesn't  have  an  Acrobat  reader,  you 
can  get  one  free  at  http://www. 
adobe.com  /  acr<  )bat/readstep .  htm  1 . ) 

Futures  and  options.  Go  to  the  Chi- 
cago Board  of  Trade  (http:// 
www.cbot.com  )  for  delayed  prices  of 
futures  and  options  on  anything  from 
U.S.  bonds  to  soybean  oil.  If  your 
Internet  browser  is  equipped  with 
RealAudio  you  can  listen  to  the  crop 
reports.  The  Chicago  Mercantile 
Exchange  ( http://www.cme.com / 
market)  will  give  you  currency  future 
and  option  prices  updated  every 
day.  Mtl 


You've  got  a  hunch  a  company  will  pick  up  a  lot  of  steam 
and  think  you  should  buy  a  warrant  on  its  shares. 
But  how  do  you  know  if  the  warrant 
already  anticipates  the  good  news? 

Option  math 
made  simple 
(sort  of) 


By  Eric  S.  Hardy 

When  financial 
economists  Fischer 
Black  and  Myron 
Scholes  published  an 
option  valuation  for- 
mula in  1973,  indi- 
vidual investors  were 
scarcely  in  a  position 
to  make  use  of  it.  This 
was  eight  years  before 
the  IBM  PC  was  invent- 
ed, and  Black-Scholes 
isn't  the  kind  of  for- 
mula you  can  easily 
run  on  a  slide  rule. 

Today,  however, 
inexpensive  softw  are 
makes  it  possible  to 
evaluate  option  prices 
on  a  personal  computer,  using  the 
famous  Black-Scholes  option  valua- 
tion formula.  If  you  want  to  dabble  in 
options — or  w  arrants,  w  hich  arc  like 
long-term  options — you  should  get 
your  hands  on  one  of  these  programs. 

A  call  option  is  the  right  to  buy  a 
stock  at  a  certain  price  before  a  speci- 
fied deadline.  Options  on  several  hun- 
dred public  companies  trade  on  the 
Chicago  Board  Options  Exchange 
and  other  places.  Warrants  are  about 
the  same  as  call  options,  except  that 
the  deadline  is  usually  further  away 
(years,  not  months).  When  you  buy 
warrants,  you're  essentially  betting 
that  the  underlying  company  (and  its 
stock  price )  will  do  better  during  the 


life  of  the  warrant  than  the  market  saws 
it  will. 

Option  valuation  software  can't 
spit  out  a  list  of  options  that  will 
automatically  make  money  for  you. 
Rather,  it's  a  tool  to  help  you  make 
your  own  decisions.  You  can  use  it,  for 
example,  to  determine  the  market's 
estimation  of  a  stock's  volatility.  Then 
you  plug  in  your  ow  n  assumptions 
and  see  if  that  makes  the  option  a  buy. 

Example:  A  three-year  w  arrant  on 
America  West  Airlines  was  recently 
trading  at  $10.  Plug  that  price — and 
some  other  key  facts,  which  we  w  ill 
explain  in  a  moment — into  an  option 
program,  and  it  will  spit  out  a  33% 
volatility  estimate. 
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Innovation  is 
nothing  new  to  us. 


Hertz  #1  Club  Gold 


When  it  comes  to  innovation, 
speed  and  service, 
nobody  does  it  exactly  like  Hertz. 

(A)t  Hertz,  we're  always  inventing  new 
and  easier  ways  to  get  yon  where  you're 
going.  It's  why  we  cre- 
ated  Hertz  #1  Glub  Gold* 
our  fastest  way  to  rent  a  Sgi 
ear.  And  there's  Hertz 
Instant  Return,  a  service  that  speeds  you 
hack  to  your  flight  with  no  trips  to  the 
counter.  Also,  if  you're  a  Gold  mem- 
ber, you  can  take  advantage  of 
Hertz  Gurbside  Retum-an  innova- 
tion that  delivers  you  directly 
to  your  terminal  in  your  Hertz 
rental  car.  Available  at  various 
airports  for  a  nominal  fee.  In  select 
rentals,  we  offer  Hertz  XeverLostSN'-our 
in-car  computerized 
I  navigational  system 
jj  with  moving  on-screen 


Herbz 

Curbside  Return 


maps,  directions  and  voice  prompts. 
You'll  find  these  services  already  avail- 
able at  Hertz  locations  in 
several  cities  across  the 
country.  And  in  the  coming 
months,  Hertz  enhanced 
Computerized  Driving 
Directions  will  offer  you  detailed, 
computerized,  printed  directions  to  and 
%       from  most  any  address 
within  a  metropolitan 
area  with  the  touch  of  a 
screen.  After  all,  inno- 
vation  is  nothing  new 
to  us.  We  created  the  rental  ear  industry 
over  75  years  ago. 


rtz  rents  Fords  and  other  li 
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Higher  leverage,  higher  risk 


Company/business 

Recent 

Warrant  

—Value  of  warrant- 

price 

strike 

expiration 

recent 

at  historic 

at  higher 

price 

date 

price  • 

volatility 

volatility1 

America  West  Airlines/airline 

19% 

$12.74 

8/25/99 

$10.00 

$10.55 

$10.86 

Federated  Department  Stores/dept  stores 

34% 

29.92 

12/19/01 

14.13 

15.72 

16.22 

Lone  Star  Industries/cement 

34 

18.75 

12/31/00 

17.00 

19.04 

19.22 

USG/bmlding  materials 

27% 

16.14 

5/6/98 

13.13 

13.36 

13.43 

Viacom/broadcasting 

42% 

60.00 

7/7/97 

1.13 

1.48 

1.89 

'Based  on  1 10%  of  the  annualized  volatility  over  the  past  12  months. 

Sources-.  Options  for  the  Stock  Investor  by  James  Bittman;  Tetemet  America,  Alexandria,  Va. 


The  value  of  a 
warrant  depends 
on  more  vari- 
ables than  just 
the  value  of  its 
underlying  stock. 
A  computer  can 
help  you  sort 
them  out. 


What  docs  that  mean?  It  means  that 
if  33%  is  a  sound  estimate  of  America 
West's  volatility  over  the  next  several 
years,  then  $10  is  the  price  at  which 
the  America  West  warrant  ought  to  be 
trading.  But  suppose  you  don't  agree 
with  that  volatility  estimate.  You 
think  airline  stocks  are  going  to  get  a 
lot  jumpier  over  the  next  several  years, 
and  that  50%  is  a  better  volatility 
forecast.  If  you  are  right,  the  warrant 
is  priced  too  cheap.  So  you  buy  it. 

How  is  an  option  valued?  Six  fac- 
tors are  important.  The  first  is  the 
strike,  or  exercise,  price.  In  the  case  of 
the  America  West  warrant,  the  strike  is 
$12.74 — meaning,  if  you  own  this 
warrant  you  have  the  right  to  buy  a 
share  of  America  West  at  a  price  of 
$12.74. 

Second  is  the  current  price  of  the 
stock,  197/8  in  the  case  of  America 
West.  Meaning:  Although  you  proba- 
bly wouldn't  want  to  cash  in  the 
warrant  tomorrow,  if  you  did  you 
would  pocket  a  quick  $7.14  (and  lose 
what  you  paid  for  the  warrant).  This 
$7.14  immediate  cash-in  value  sets  a 
floor  under  the  value  of  the  warrant. 

Third  is  the  date  the  warrant  ex- 
pires. This  one  expires  in  three  years, 
in  August  1999.  The  further  away  the 
expiration,  the  more  the  warrant  is 
worth,  because  the  underlying  stock 
will  have  more  time  to  appreciate. 

Factor  four  is  the  volatility  of  the 
underlying  stock.  The  more  a  stock 
moves  around,  the  better  chance  you 
have  that  it  will  land  somewhere  well 
above  the  strike  price  and  give  you  a 
big  return  on  your  investment  in  the 
w  arrant.  So,  the  greater  the  underly- 
ing stock's  volatility,  the  more  the 
warrant  is  worth. 

Factor  five  is  the  dividend  on  the 
stock.  The  fatter  the  dividend  payout, 


the  less  money  is  left  inside  the  com- 
pany  to  make  it  (and  its  stock)  more 
valuable,  so  the  less  the  warrant  is 
worth.  To  put  the  same  point  another 
way:  the  latter  the  dividend,  the  more 
you  give  up  by  owning  the  warrant 
rather  than  the  stock. 

Item  number  six  is  a  money  market 
interest  rate. 

As  we  said,  Black-Scholes  is  a  pretty 
complicated  formula.  You  don't  have 
to  understand  how  it  derives  an  op- 
tion's value  in  order  to  use  the  soft- 
ware. Most  traders  don't.  What  they 
do  know  is  how  to  compare  warrant 
prices  on  the  stock  exchange  with  the 
valuations  the  software  programs  spit 
out.  Where  the  differences  are  signifi- 
cant, there  may  be  profitable  invest- 
ing and  trading  opportunities. 

Where  do  you  get  the  software?  It's 
built  into  some  stock  quote  services. 
The  Bloomberg  Financial  Markets' 
$l,640-a-month  terminals,  for  exam- 
ple, deliver  delayed  option  prices  and 
also  show  the  volatility  assumptions 
implied  by  those  prices. 

Another  source  is  James  Bittman 's 
Options  for  the  Stock  Investor  (Irwin 
Professional  Publishing,  $30).  The 
book  comes  with  a  diskette  contain- 
ing an  option  valuation  program.  You 
plug  in  factors  like  strike  price  and 
volatility,  and  the  computer  tells  you 
what  an  option  is  worth. 

What  if  you  don't  have  any  idea 
what  the  real  volatility  is  for  America 
West's  stock?  Here  again,  the  com- 
puter is  your  friend. 

You  can  get  a  good  starting  point 
for  your  volatility  estimate  by  calcu- 
lating historical  volatility.  Start  by 
downloading  the  daily  closing  prices 
for  America  West  for  the  past  year 
from  services  such  as  CompuServe 
(Go  Quotes)  and  America  Online 


(Personal  Finance/Historical  Quotes). 
Feed  the  numbers  into  a  spreadsheet 
program.  Use  the  spreadsheet  to  calcu- 
late each  day's  percentage  change. 

Using  the  built-in  statistical  func- 
tions supplied  by  the  spreadsheet,  cal- 
culate the  standard  deviation  of  these 
numbers.  For  America  West  we  get 
2.66%.  Now  take  this  number  and 
multiply  it  by  15.9  to  get  an  annua- 
lized volatility  figure.  (That  15.9  is 
the  square  root  of  the  number  of 
trading  days  in  a  year.) 

Okay,  you  now  have  42%  as  a  his- 
torical annualized  volatility  for  Amer- 
ica West  common,  based  on  one 
year's  data.  From  here  on,  you're 
working  on  hunch.  If  your  gut  feeling 
is  that  the  stock  is  going  to  be  a  bit 
more  volatile  in  coming  years — may- 
be you  think  jet  fuel  prices  are  going 
to  plunge  this  summer — then  vou 
could  plug  50%  into  the  program. 

With  that  volatility  assumption,  the 
computer  says  the  warrant  should 
trade  at  $11.11.  Assuming  you  are 
also  a  bull  on  the  stock  (no  use  if  the 
volatility  is  increased  because  the 
stock  is  in  a  tailspin),  the  computer's 
valuation  of  the  America  West  war- 
rant suggests  that  the  warrant  is 
underpriced. 

Bittman's  program  runs  on  DOS.  If 
you  want  a  Windows  program,  order 
the  Chicago  Board  Options  Ex- 
change's Options  Toolbox  ($30). 
The  cgOE  (800-678-4667)  also  has  a 
lot  of  free  pamphlets  that  explain 
options  concepts. 

The  table  above  lists  five  warrants 
that  would  be  interesting  plays  for 
bulls  who  foresee  an  increase  in  vola- 
tilitv  in  the  stocks  underpinning  the 
warrants.  We  used  a  program  called 
Op-Eval,  and  dividend  forecasts  from 
Value  Line.  wm 
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995.-  stainless  steel  with  leather  strap 
995  -  18  K  yellow  gold  with  leather  strap 


$  4,500.-  stainless  steel  with  leather  strap 


$  9,995-  stainless  steel  with  leather  strap 
$  21,995-  18  K  yellow  gold  with  leather  strap 


e  pilot's  quartz  chronograph 

m  IWC,  Simply  owning  it  will  make  you 


holder  of  a  world  record. 


lat  sounds  high-flown,  perhaps  you  should 
r  in  mind  that  this  wristwatch  was  designed 
m  the  start  to  set  new  standards  in  quartz 
onograph  timekeeping.  It  does  so  with  the 
ability  and  understated  simplicity  that  have 
ome  hallmarks  of  the  pilot's  watch  family 
m  IWC,  yet  at  the  same  time  has  carved  out 
stinctive  niche  for  itself, 
asuring  just  23.30  mm  in  diameter  and 
3  mm  in  thickness,  the  movement  in  the 
)t's  quartz  chronograph,  with  its  analog  dis- 
y  and  aggregate  timing,  is  the  smallest  of  its 
d  ever  made.  Even  more  astonishing,  con- 
:ring  its  size,  is  the  fact  that  the  movement 
tains  no  fewer  than  233  individual  parts  and 
•  quartz-controlled  stepping  motors  to  put 
in  total  control.  So  whether  you're  inter- 
id  in  the  time  of  day  (shown  in  hours, 
lutes  and  seconds),  the  date  display  (with 
id  advance  adjustment),  the  chronograph 
Dnds  hand  (accurate  to  l/4  second),  the 
lutes  counter  (up  to  30  minutes)  and  the 
r  counter  (up  to  12  hours),  the  pilot's  chro- 
raph  delivers  it  all.  Without  any  unneces- 
i  frills. 

act,  when  you  consider  everything  it  has 
ffer,  the  thing  that  will  probably  most 
arises  you  about  the  pilot's  chronograph 
n  IWC  is  the  fact  that  you  have  not  yet 
,<e  one  your  own? 


The  pilot's  mechanical  chronograph 

from  IWC.  With  it,  you're  eq uipped  to  take  on 

the  world.  24  hours  a  day. 

When  we  speak  of  a  "classic"  work  of  art,  we 

are  alluding  to  its  immortality.  In  this  sense, 

the  mechanical  wristwatch  -  a  typically  classic 

notion  -  is  not  bound  to  any  particular  age.  At 

the  same  time,  there  is  no  earthly  reason  why  it 

should  not  be  redesigned  to  reflect  the  needs 

of  its  own. 

The  pilot's  mechanical  chronograph  from  IWC 
is  a  classic  example.  It  features  a  high-precision 
7902  caliber  chronograph  movement.  It  shows 
the  time  of  day  in  hours,  minutes  and  seconds. 
It  times  events  to  Vs  second  exactly.  And  it 
keeps  track  of  aggregate  times  up  to  12  hours. 
As  a  member  of  the  world-renowned  pilot's 
watch  range  from  IWC,  the  pilot's  chrono- 
graph naturally  comes  with  a  soft  iron  inner 
case  to  provide  additional  protection  against 
magnetism,  a  domed  sapphire  glass,  screw-in 
crown  and  stainless  steel  push-pieces.  All 
water-resistant  to  60  m. 
Although  the  pilot's  chronograph  in  stainless 
steel  represents  another  masterpiece  in  a  grand 
tradition,  IWC's  watchmakers  were  unable  to 
resist  the  temptation  of  launching  yet  another 
much-heralded  world  first:  a  model  in  high- 
tech ceramic  (zirconium  oxide),  a  shatter-proof 
material  whose  future  lies  in  the  unplumbed 
regions  of  outer  space. 


The  Doppelchronograph 
from  IWC. 

For  ultimate  time  management. 
It's  reassuring  when  you  know  you  can  rely  on 
one  of  the  most  vital  pieces  of  information  that 
anyone  -  from  polar  explorer  to  businessman  - 
is  likely  to  need,  24  hours  a  day.  Namely,  the 
exact  time  of  day,  in  hours,  minutes  and  sec- 
onds. 

Which  is  why  the  split-seconds  chronograph 
from  IWC  comes  with  a  specially  designed 
79030  caliber  precision  automatic  movement 
and  a  44-hour  power  reserve. 
Of  course,  you're  in  an  even  stronger  position  if 
your  wristwatch  doubles  as  a  stopwatch,  giving 
you  the  possibility  of  timing  actions  or  events  in 
progress  to  an  accuracy  of  V8  second  and  for  a 
period  of  up  to  12  hours.  Which  is  what  you 
have  with  the  chronograph  function. 
If  you're  looking  for  absolute  control,  however, 
what  you  really  need  is  a  stopwatch  that  can 
time  a  second  event  or  action  -  like  a  lap  or  a 
production  process,  for  example  -  or  as  many 
intermediate  times  as  you  wish.  And  it  was  for 
times  like  this  that  IWC  developed  its  split- 
seconds  Doppelchronograph,  with  its  so-called 
fly-back  hand  and  an  extra  push-piece  at  the 
10  o'clock  position.  Press  it  to  read  a  recorded 
time,  and  then  press  it  again  to  make  the  fly- 
back hand  catch  up  with  the  seconds  hand. 
Repeat  the  process  as  many  times  as  you  like. 
And  of  one  thing  you  can  be  sure: 
Total  time  management  has  never  been  easier. 


IWC 

YS6S 


For  complete  catalog  please  call  (800)  432-9330 


Since  1948,  we've  been 
selling  4x4s  that  are  used. 


_n  all  honesty,  what  are  we  good  for 

Reaching  places  on  earth  that  resem 
ble  some  other  planet.  Deftly  handlit 
the  kinds  of  punishing  terrain,  torren 
tial  downpours,  whipping  sandstorm: 
and  massive  blizzards  that  would  coi 
vert  ordinarv  4x4s  into  OxOs.  So  call 
1-800-FINE  4WD.  Or  visit  our  Web  site 
http://www.LandRover.com.  After  all 
for  decades  we've  been  designing  Lai 
Rovers  that  plow  fields,  save  lives,  cha 
criminals,  and  put  out  fires.  We're  pret 
confident  we  can  take  vou  to  the  marl 


EFENDER  90 

ie  Defender,  a  direet  descendant  of 
:  i  original  Land  Rover  built  in  1948, 
unmitigated  muscle.  It's  ruggedly 
it  signed,  incredibly  capable,  and 
[jnsidered  by  many  the  foremost  off- 
id  vehicle  in  the  world. 


DISCOVERY 

Along  with  all  the  toughness  you'd 
expect  from  a  Land  Rover,  the 
Discovery  is  decidedly  civilized.  It's 
perfect  for  the  challenges  of  every- 
day life,  in  town  or  in  the  Serengeti. 


RANGE  ROVER 

The  Range  Rover  is  undoubtedly  the 
most  advanced  Land  Rover  ever 
designed.  It  boasts  a  peerless  combi- 
nation of  luxury,  security,  and  on-  and 
off-road  performance.  Very  simply,  it 
has  no  equal. 
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Thinking  of  starting  your  own  business?  Make  sure 
your  business  plan  allows  for  lawsuits,  OSHA  fines,  ■ 
workers'  comp,  insurance  and  vengeful  employees. 

Startup  interruptus 


By  Mary  Beth  G  rover 


Eric  Goodman  always  enjoyed 
working  with  w  ood.  He  built  model 
airplanes  as  a  child.  He  built  kitchen 
cabinets  in  his  home.  When  he 
couldn't  find  a  garden  chair  he  liked, 
he  built  a  classic  Adirondack  model 
from  solid  mahogany. 

That  chair  project  turned  into  a 
sideline  making  furniture,  and  the 
sideline  turned  into  a  full-time  busi- 
ness— a  successful  little  mail-order 
company.  But  there  were  a  lot  of 
unpleasant  surprises  along  the  way. 

Do  you  yearn  to  tell  your  boss  what 
he  can  do  with  your  job,  and  go  into 
business  for  yourself?  Go  for  it — but 
only  after  thinking  about  ali  the  traps 
that  can  delay,  or  sink,  a  promising 
startup.  Among  them:  w  orkers'  com- 
pensation, health  insurance,  product 
liability,  zoning,  unemployment 
benefits  and  lawyers. 

In  1982,  when  Goodman  decided 
to  become  an  entrepreneur,  he  was  an 
unhappy  commodities  trader  for  E.F. 
Hutton.  He  was  making  around 
$100,000  a  year,  but,  says  Goodman, 
"It  wasn't  satisfying  to  push  products 
that  benefited  traders  and  not  neces- 
sarily their  clients." 

Forty-eight  at  the  time,  he  began 
thinking  of  businesses  to  get  into. 
Gardening  was  hot.  So  was  direct 
mail.  So  were  furniture  kits.  No  one, 
however,  had  really  put  all  three 
trends  together.  No  one  was  selling 
expensive,  ready-to-assemble  mahog- 
any and  teak  garden  furniture 
through  the  mail. 

Goodman  didn't  quit  his  day  job. 
While  still  working  at  Hutton,  he  test- 
marketed  his  Adirondack  chair,  as 
well  as  two  other  chairs  and  side 
tables,  all  w  ith  a  choice  of  teak  or 
mahogany.  The  kits  ranged  in  price 
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from  $100  to  $300.  He  got  the  name 
of  a  reputable  lumber  company  from  a 
friend  in  the  boat  business.  With  his 
wife,  an  avid  gardener,  he  designed  an 
eight-page  catalog  and  advertised  it  in 
Horticulture  magazine.  Wood  Clas- 
sics Inc.  was  born. 

The  orders  trickled  in.  Goodman 
cut  the  pieces  for  his  furniture  on  the 
weekends  and  evenings  in  the  shop  in 
the  garage  of  his  suburban  Tenafly, 
N.J.  home.  By  the  end  of  the  year, 
Goodman  had  sold  around  $10,000 
worth  of  chairs.  Encouraged,  he  quit 
the  commodities  job.  Had  he  known 


Wood  Classics' 
Eric  Goodman 
He  overcame 
unpleasant 
surprises  on 
the  road  to 
entrepreneurial 
bliss. 


what  lay  ahead,  he  might  have  waited. 

Goodman  sold  his  big  house  in 
New  Jersey  and  moved  Wood  Classics 
to  a  second  home  he  and  his  wife  were 
building  on  12  acres  bordering  a  na- 
ture preserve  in  High  Falls,  N.Y.,  a 
two-hour  drive  from  Manhattan.  No 
more  tight  necktie,  no  more  three  - 
hour-a-day  commute. 

Then  all  the  things  that  could  go 
wrong  began  to  go  wrong.  He  almost 
sliced  his  thumb  off;  he  had  no  health 
or  disability  insurance.  He  went 
through  more  than  half  his  savings. 
To  make  ends  meet  he  took  a  part- 
time  job  as  a  building  inspector  for  a 
big  $6,000  a  year. 

Wood  Classics  didn't  break  even 
until  1986,  four  full  years  after  he 
started  it.  Goodman  and  his  wife  took  a 
home  equity  loan  for  $30,000  to  buy 
woodcutting  tools,  and  to  buy  more 
advertising  space;  ads  are  the  chief 
source  of  names  for  their  mailing  list. 

Then  came  a  nasty  surprise  from  the 
government.  The  mother  of  an  em- 
ployee Goodman  had  fired  called  the 
U.S.  Occupational  Safety  &  Health 
Administration  and  charged  that 
Goodman  was  using  unsafe  machinery. 
OSHA  inspectors  swept  in  and  found — a 
can  of  acetone.  Acetone?  It  wasn't 
illegal,  but  Goodman  didn't  have  it 
posted  on  a  "safety  data  sheet."  OSHA 
promptly  fined  him  $4,000. 

Goodman  borrowed  another 
$95,000  against  his  home,  and  then 
in  1990,  he  moved  to  a  new  8,000- 
square-foot  factory  in  Gardiner,  N.Y. 

Things  seemed  to  be  going  well.  He 
was  advertising  in  the  New  York  Times 
and  other  national  publications,  and 
had  seven  full-time  woodworkers. 
Workers'  comp  coverage  came  to  11% 
of  their  payroll.  Unemployment  insur- 
ance was  another  1%  or  so. 

Then  another  blow,  this  one  from 
lawyers.  A  man  filed  a  $3  million  suit 
against  Wood  Classics  after  he  fell  out 
of  a  chair  he  had  built  from  a  kit.  The 
man  claimed  he  had  hurt  his  back  and 
couldn't  go  to  work  for  two  weeks  or 
have  sex  with  his  wife.  "We  only  had  $  1 
million  worth  of  insurance,  and  the  suit 
was  for  more  than  all  our  assets  many 
times  over,"  says  Goodman. 

Goodman's  insurance  company 
settled  for  $10,000,  but  the  upshot 
was  that  Goodman  now  carries  $5 
million  in  liability  insurance  at  a  cost 
of  around  $8,600  a  year. 
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His  latest  threat  is  environmental- 
ists. Mahogany  and  teak — don't  they 
come  from  rain  forests?  Environmen- 
tally correct  wood — that  is,  wood  har- 
vested from  approved  plantations — 
can  cost  at  least  20%  more.  Goodman 
is  sticking  to  his  nonapproved  suppli- 
ers— primarily  African  plantations 
that  he  has  seen  and  deems  environ 
mentally  correct.  To  hedge  his  bets, 
he  is  also  creating  a  line  of  oak  and 
cherry  indoor  furniture. 

Today  Goodman,  his  wife  and 
daughter  are  the  sole  proprietors  of  a 
company  doing  an  estimated  $7  mil- 
lion in  annual  volume;  it  would  prob- 
ably fetch  at  least  $4  million  if  they 
wanted  to  sell  it.  Their  daughter,  38, 
will  take  over  one  day. 

Tempted?  Go  forth  prepared  to  be 
interrupted.  Here  are  some  tips: 

•  Don't  hire  any  employees  before 
visting  your  insurance  agent.  Your 
homeowner's  or  auto  policy  probably 
won't  cover  you  if  you  have  an  acci- 
dent while  pursuing  a  business  ven- 
ture. It  definitely  won't  cover  you  if 
your  employee  has  an  accident. 

•  Before  you  quit  your  day  job,  bud- 
get liberally  for  health  insurance,  per- 
haps $10,000  a  year.  You'll  get  a 
better  rate  initally  because  you  can 
piggyback  on  your  former  employer's 
policy.  After  18  months,  the  rate 
could  shoot  through  the  roof. 

•  Don't  hire  employees  off  the  books. 
If  you  do,  you  will  save  money  only 
until  there  is  a  problem — an  accident 
or  termination.  Then  you  could  be  in 
deep  trouble. 

•  Keep  employee  turnover  low. 
Goodman  not  only  tests  prospective 
employees,  but  has  them  meet  with 
several  of  their  co-workers. 

•  Carry  at  least  $1  million  in  liability 
insurance  in  addition  to  your  property 
and  casualty  coverage. 

•  Don't  be  late  with  payroll  taxes.  The 
Internal  Revenue  Service  might  re- 
spond by  padlocking  your  place  of 
business. 

It  is  never  easy  to  get  a  business 
going,  but  the  rewards  can  be  enor- 
mous, especially  the  psychic  rewards. 
Says  Goodman:  "It's  a  piece  of  good 
fortune  to  be  61  years  old  and  doing 
something  I'm  still  interested  in. 
Most  of  my  friends  are  eking  out  the 
last  few  years  until  they  retire  (from) 
doing  what  they've  been  sick  of  doing 
all  their  lives."  wm 
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How  much  of  your  retirement  pot  can  you  safely 
spend  every  year  without  dipping  into  capital? 
Unfortunately,  a  lot  less  than  you  think. 

Endow  yourself 


By  Tim  W.  Ferguson 


Live  off  your  dividends  not  your  assets.  In  this  hypothetical  experiment, 
money  man  James  Garland  compared  withdrawing  5%  of  assets  annually  from  a 
balanced  portfolio  with  spending  125%  of  dividends  from  a  pure  stock  portfolio. 


You've  retired  at  age  60  with  $2 
million.  You  figure  you've  got  it 
made:  Invested  at  5%,  that  principal 
will  yield  $100,000  a  year  for  as  long 
as  you  need  it.  After  you  have  lived 
forever,  your  kids  will  have  a  nice 
inheritance. 

Well,  yes  and  no.  You  could  put  the 
whole  pot  into  tax-exempt  municipals 
and  get  something  close  to  5%.  But 
what  about  the  rising  cost  of  living? 
With  even  moderate  (3%)  inflation, 
the  spending  power  of  that  $100,000 
(and  of  your  $2  million  principal)  will 
be  cut  by  a  third  in  only  14  years, 
forcing  a  reduction  in  your  living 
standards.  Thus  if  you  spend  the 
whole  bond  coupon,  you  are  dipping 
into  principal — even  though  you  may 
kid  yourself  that  you  are  managing 
your  assets  conservatively. 

Herein  is  a  central  problem  in  in- 
vesting: how  to  maintain  an  endow- 


ment so  that  the  income  it  throws  off 
does  not  erode  over  time.  Colleges 
wrestle  with  this  problem.  So  do 
foundations  like  Ford  and  Carnegie. 
So  do  individuals  who  either  retire 
voting  or  are  blessed  with  a  very 
healthy  constitution.  You  could 
spend  30  or  40  vears  in  retirement, 
and  a  lot  can  happen  to  an  investment 
portfolio  in  that  time.  Remember, 
too,  that  there's  no  guarantee  infla- 
tion will  stay  under  3%;  at  6%  inflation 
you  w  ill  lose  half  your  purchasing 
power  in  12  years,  and  you  will  be 
living  on  baby  food  in  24  years. 

James  Garland,  48,  learned  to  deal 
with  this  problem  in  an  instructive 
way  while  a  portfolio  manager  at  Port- 
land, Me. -based  H.M.  Payson  &  Co. 
There  he  advised  multigenerational 
clients — frugal  Yankees  wanting  to 
pass  along  nest  eggs.  Garland's  an- 
swer: Accept  a  low  rate  of  return  and 


avoid  bonds.  Ptit  most  of  your  as- 
sets— all,  if  you  can  stomach  the  price 
swings — in  common  stock.  Spend  the 
cash  dividends.  Count  on  their  rising 
fairly  steadily  as  an  offset  to  inflation. 
Avoid  the  temptation  to  substitute 
fixed-income  instruments  as  an  in- 
come booster. 

Call  it  the  dividend  rule.  It  stands  in 
clear  contrast  to  the  asset  rule,  which 
tells  you  to  spend  a  fixed  percentage 
of  your  assets  every  year.  For  one 
thing,  asset  valuations  are  sensitive  to 
Wall  Street's  whims.  In  bull  markets 
your  budget  gets  inflated.  In  the  next 
bear  market  you  are  starving.  Divi- 
dends are  much  steadier  than  stock 
prices,  and  they  more  than  hold  their 
own  against  the  rising  cost  of  living. 
The  payout  on  the  S&P  500  stock 
index  hasn't  suffered  a  serious  decline 
since  World  War  II. 

The  advantage  of  the  dividend  rule 
is  that  it  preserves  capital  for  future 
generations  and  gives  you  a  fair  assur- 
ance of  income  even  if  you  live  to  be 
95.  The  drawback  is  that,  at  current 
yields,  your  S2  million  will  throw  off 
only  about  S45,000  a  year  in  divi- 
dends. That's  before  taxes,  moreover. 

What  if  you  spent  a  bit  more  than 
your  dividends?  You  could  justify  this. 
Over  the  past  70  years,  dividends  have 
climbed  faster  than  the  cost  of  living. 
In  real  terms,  they  have  been  growing 
about  1%  a  year  (see  chart,  opposite).  So 
you  could  argue  in  favor  of  spending  a 
bit  more  than  your  dividend  total.  But 
don't  overdo  it.  You  should  allow 
something  for  capital  gains  taxes. 

A  variation  on  this  theme  is  to 
spend  a  fixed  percentage  of  your  divi- 
dend income — that  percentage  being 
something  north  of  100.  Garland  did 
an  experiment,  shown  in  the  chart 
above.  Taking  1951  as  his  starting 
point,  he  compared  two  hypothetical 
spenders  living  off  identical  starting 
endowments.  One  spender  invested 
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If  you'd  just 
managed  to  store  a 
record-breaking  billion  bits  of 
data  per  square  inch  (allowing  you 
to  save  the  text  from  over  90  volumes 
of  the  Encyclopaedia  Britannica®  on  a 
disk  this  small),  you'd  probably  want 
to  run  an  ad  announcing  it,  too. 


60%  in  stocks,  40%  in  bonds,  and 
consumed  an  amount  equal  to  5%  of 
assets  annually.  The  other  bought  all 
stocks  and,  selling  a  few  shares  now 
and  then,  consumed  an  amount  equal 
to  125%  of  his  dividend  income.  Con- 
clusion: The  5%  spender  using  a  sup- 
posedly conservative  balanced  fund 
rides  a  roller-coaster  budget,  the  divi- 
dend spender  a  much  steadier  course. 

The  stock  market  is  expensive  right 
now.  Would  it  make  sense  for  a  new 
retiree  to  sink  all  his  money  in  stocks 
today?  Only,  says  Garland,  if  that 
investor  can  stick  around  for  several 
decades  to  ride  out  the  inevitable 
corrections.  The  trouble  spot  is  the 
nearly  universal  problem  of  investors 
that  Garland  calls  a  "cerebral-colonic 
disorder'''' — if  stocks  sink,  as  they  did 
from  1973  to  1974,  your  brain  tells 
you  one  thing  and  your  gut  another. 
In  a  panic  to  salvage  what's  left,  you 
may  sell  out  at  the  bottom  and  find 
yourself  out  of  stocks  when  the  mar- 
ket goes  up  again. 

For  this  reason  we  suggest  that 
retirement  funds,  no  matter  how 
committed  to  common  stocks,  con- 
tain a  bond  buffer.  Now,  as  president 
of  the  Jeffrey  Co.,  a  family  holding 
company  in  Columbus,  Ohio,  Gar- 
land oversees  a  portfolio  85%  in  equi- 
ties, 15%  in  munis.  If  the  country  goes 
through  another  Great  Depression 
and  dividends  go  through  the  floor, 
the  plan  is  to  liquidate  a  few  of  the 
bonds  to  keep  payments  up  to  the 
shareholder-heirs,  without  being 
forced  to  cash  in  stocks  at  a  market 
bottom. 

Want  to  try  this  on  your  own?  Put 
$1.7  million  of  that  $2  million  in  the 
stock  market.  Stocks  now  yield  an 
average  2.2%,  or  perhaps  1.3%  after 


federal  income  taxes.  So  you  have  an 
aftertax  S22,000  or  so  from  your 
stocks.  Now  put  $300,000  in  muni 
bonds  at  5%,  for  another  $15,000  of 
income.  Total  take -home  from  your 
portfolio:  S37,000  a  year,  or  not  quite 
2%  of  your  starting  principal. 

That  $37,000  payout  should  keep 
up  with  the  cost  of  living.  True,  the 
bond  coupons  don't  grow.  But  stock 
dividends,  as  we  previously  noted, 
more  than  hold  their  own  against 
inflation. 

Why  not  go  with  all  tax-exempt 
bonds?  You  could  earn  5%,  set  aside 


3%  for  inflation  and  spend  the  other 
2%,  couldn't  your  Too  risky.  A  runup 
in  inflation  could  really  kill  you.  Infla- 
tion is  dead?  It  looks  that  way,  but  it 
may  just  be  sleeping.  It  has  wakened 
from  the  dead  before. 

Garland  adds  a  few  more  caveats. 
We  haven't  allowed  for  capital  gains 
taxes,  so  keep  them  to  a  minimum. 
Don't  trade.  Indeed,  you  should  con- 
sider using  a  low-turnover  index 
fund.  Also,  watch  overhead  costs.  If 
you  are  taking  home  onlv  2%,  vou 
can't  afford  to  lose  1%  to  manage- 
ment fees.  Again,  the  solution  may  be 
an  index  fund.  A  good  one  will  slice 
off  a  tenth  of  that  2%  return. 

This  can't  be  pleasant  reading  for 
people  contemplating  retirement: 
that  a  $2  million  nest  egg,  properly 
protected  against  inflation,  will  yield 
you  only  $37,000  a  year  in  aftertax 
spending  money.  If  you've  saved  that 
kind  of  money,  aren't  you  entitled  to  a 
more  affluent  retirement?  Our  best 
advice  under  the  circumstances  is: 
Within  reason  spend  what  you  want, 
but  don't  fool  yourself.  There's  no 
way  you  are  going  to  live  well  and  still 
pass  most  of  that  $2  million  on  to 
your  heirs.  H 


Prices  and  payouts 


S&P  500,  restated  in  1996  dollars  (ratio  scale) 
Price  Dividends 
$700  $70 


'25     *35      '45      '55      '65      75  '8 


Inflation- 
adjusted  stock 
dividends  have 
inched  ahead 
over  the  years. 
Stock  prices 
have  followed 
a  much  more 
volatile  course. 
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Good  negotiating  skills  can  help  you  buy  a  house  or  sell 
a  company.  You  can  learn  them.  Here's  a  first  course, 
courtesy  of  the  new  negotiation  theorists. 

Professor  Lax  buys 
his  dream  house 


By  Rita  Koselka 

Last  July  David  Lax  and  his  wife 
found  the  perfect  house.  On  a  leafy 
street  in  historic  Concord,  Mass.,  it 
was  large  and  within  walking  distance 
of  a  terrific  school.  Their  challenge: 
getting  this  dream  house,  ideally  for 
less  than  the  $379,000  asking  price. 

The  87-year-old  owner  had  just 
moved  into  a  nursing  home,  but 
wanted  to  be  able  to  change  her  mind 
and  move  back  if  she  was  unhappy. 
With  the  help  of  her  five  daughters, 
she  put  the  house  on  the  market.  But 
she  did  not  want  to  complete  the  sale 


until  September. 

Lax,  a  former  Harvard  Business 
School  professor  who  now  runs  a 
consulting  firm  called  Conifer  Group, 
put  his  negotiating  skills  to  work.  His 
house  strategy:  Worsen  the  seller's 
other  alternatives. 

One  of  Lax's  strong  points  was  that 
he  wasn't  in  a  hurry  to  move  in.  He 
had  another  home  and  his  children 
were  not  old  enough  to  enroll  in 
school.  But  he  knew  that  competing 
offers  were  likely  to  come  from  fam- 
ilies who  did  want  to  be  in  place  by 


Labor  Day  in  order  to  enroll  in  the 
school  system. 

Lax  knew  that  the  seller's  refusal  to 
close  before  September  could  work  to 
his  advantage,  since  it  would  turn  off  a 
lot  of  buyers.  But  he  had  to  be  careful 
that  this  proviso  in  the  negotiations 
not  be  turned  against  him.  The  seller 
might  get  a  firm  offer  from  Lax  and 
then  use  it  to  bargain  some  other 
bidder  up  to  a  better  price. 

Lax  checked  out  the  seller.  He 
found  that  among  her  sons-in-law 
were  Frederick  Joseph,  once  the 
chairman  of  Drexel  Burnham,  and 
Dean  Witter  III.  He  knew  she  was 
going  to  be  w  ell  represented. 

So  Lax  crafted  a  careful  proposal. 
He  made  a  low  but  not  offensive  bid, 
$325,000.  Then  he  asked  that  if  the 
owner  accepted  his  bid  she  ( 1 )  sign  a 
contract  with  him  to  reimburse  him 
for  expenses  if  she  decided  to  return 
to  the  house,  and  (2)  agree  not  to 
accept  any  bids  until  she  had  finished 
negotiating  with  him.  In  his  proposal 
letter  he  described  this  agreement  as  a 
concession  to  him  for  allowing  the 
family  to  back  out  later.  His  bid  was 
accepted,  and  he  got  back  the  signed 
contract  within  a  w  eek. 


David  Lax  and 
his  family  at  their 
new  home 
Lax  takes  his 
day  job — helping 
companies 
negotiate  better 
deals — home. 
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Frogs    everywhere  breathe 

A  SIGH   OF  RELIEF. 


Students  at  Automotive  High  School  in  Brooklyn,  New  York  learn  auto-engineering  skills  through  the  Toyota  Technical  Education  Network. 

EVERY  YEAR,  Toyota  donates  vehicles,  equipment 
and  training  to  schools  and  colleges  across  America, 
helping  students  with  an  interest  in  automotive 
careers  get  a  head  start  in  the  job  world.  But  our 
commitment  to  education  doesn't  end  with  cars. 
Over  the  last  four  years  Toyota  invested  more  than 


$50  million  in  worthwhile  educational  organizations 
like  National  Center  for  Family  Literacy,  United 
Negro  College  Fund  and  hundreds  of  other  projects 
across  America.  As  America's  fourth-largest  manufac- 
turer of  vehicles,  it's  only  natural  that  we  should  be 
helping  to  prepare  students  for  the  long  road  ahead. 


Investing    in    the    things    we   all    g  a  r  e   about.  TOYOTA 

For  more  information  about  Toyota  in  America  write  Toyota  Motor  Corporate  Services,  9  West  57th  Street,  Suite  4900-P2,  New  York,  NY  10019 
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FLOOR  SPACE. 
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OF  YOUR  SPACE. 


Have  you  thought  about  the  cost 
of  your  air  space?  Johnson  Controls 
has.  It  averages  over  $10  a  square 
foot.  And  energy  is  the  small  part. 
The  related  maintenance,  repair 
and  staffing  costs  are  much  larger. 
Add  in  security,  communications, 
real  estate  management  and  other 
operations,  and  the  costs  become 
staggering.  Over  $70  billion  in 
North  America  alone  last  year.  It 


SERVICE 


BUILDING     OPERATIONS     AND  MAINTENANCE 


takes  big  dollars  to  run  a  facility. 
But,  with  superior  management 
practices,  the  savings  can  also  be 
big,  even  millions.  Johnson  Controls 
has  the  experience  and  resources 
to  help  you  achieve  these  savings. 
Give  us  a  call  at  1-800-972-8040, 
ext.  297.  And  keep  your  dollars 
from  disappearing  into  thin  air. 

JgHNSON 
CONTROLS 

NETWORK  INTEGRATION 
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MONEY  GUIDE 

Lax  s  goal  w  as  to  lower  the  chance 
that  the  seller's  family  would  get  other 
bids.  The  contract  with  Lax  ensured 
that  if  the  family  held  an  auction — 
which  it  ultimately  did — other  bid- 
ders would  be  scared  off:  They  would 
know  their  bids  wouldn't  be  consid- 
ered before  September  and  that  Lax's 
bid  would  be  considered  first. 

It  worked.  There  were  no  other 
bids  on  the  house.  The  sale  closed  in 
November,  after  Lax  raised  his  offer 
to  $348,900. 

Lax  and  others  have  been  trying  to 
codify  the  lessons  of  game  theory, 
decision  theory  and  negoti- 
ation analysis  into  practical  »■ 
tools  that  can  be  taught. 
Two  years  ago  Harvard 
Business  School  added  a  re- 
quired course  on  negotia- 
tion to  its  M.B.A.  program. 
Stanford    University  and 
Northwestern  University 
sell   out  conferences  de- 
signed to  teach  negotiation 
skills  to  executives. 

Negotiation  theory,  a 
branch  of  economics,  has 
traditionally  been  too  ab- 
stract and  mathematical  for 
laymen  to  understand.  It 
had  another  problem:  It 
was  often  w  rong.  As  in  oth- 
er areas  of  economics,  aca- 
demics devised  solutions 
based  on  actors  who  were 
totally  rational  and  valued 
all  payoffs  in  economic 
terms.  The  difficulty  was  mam 
taking  into  account  person- 
al preferences,  emotional  reactions 
such  as  sense  of  fairness  or  slight,  and 
differences  in  the  way  people  deal 
with  uncertainties.  In  short,  tradi- 
tional negotiation  theory  would  have 
been  useless  in  helping  David  Lax  buy 
his  Concord  house. 

But  over  the  last  two  decades  ex- 
perimental data  and  psychological  re- 
search by  people  like  Amos  Tversky  at 
Stanford  have  lent  some  practical  in- 
sight into  how  people  behave  when 
they  are  negotiating.  From  these  in- 
sights, theorists  like  Harvard's  How- 
ard Raiffa  and  practitioners  like  Lax 
have  developed  tools  that  can  help 
make  the  art  and  intuition  of  a  gifted 
negotiator  accessible  to  the  rest  of  us. 

Here's  one  trick:  anchoring.  An- 
choring is  the  process  of  subcon- 


sciously influencing  someone's  think- 
ing by  dropping  a  number  as  a  refer- 
ence point.  When  your  college  class 
agent  calls  and  asks  for  a  $25,000 
contribution,  he's  anchoring.  This 
can  be  remarkably  effective,  even  if 
there  is  no  validity  to  the  number. 

In  one  of  Tversky's  experiments, 
two  groups  of  students  were  asked 
what  percentage  of  countries  in  the 
United  Nations  were  in  Africa.  In 
each  group,  a  roulette  wheel  was 
spun.  In  the  first  group,  the  wheel 
landed  on  10  and  the  participants 
were  asked  if  they  believed  the  per- 


James  Sebenius  and  David  Lax 

Psychoanalyze  your  opponent:  What  does  he  really  want? 


centage  was  higher  or  lower  than 
1 0%.  Most  thought  it  was  higher.  The 
second  group's  wheel  landed  on  65 
and  the  same  question  was  asked. 
Most  thought  low  er. 

A  discussion  ensued  and  both 
groups  were  asked  to  make  estimates. 
The  mean  estimate  of  the  first  group 
w  as  24%;  the  mean  of  the  second  was 
45%.  Their  estimates  were  strongly 
anchored  by  the  roulette  wheel's  re- 
sults, even  though  the  students  had  all 
witnessed  how  completely  arbitral')' 
these  starting  points  were. 

David  Lax  used  the  anchoring  phe- 
nomenon when  working  with  a  client 
w  ho  was  selling  his  technology  firm. 
The  acquirer  had  discussed  a  price 
range  of  $18  million  to  $20  million. 
Lax  didn't  w  ant  any  negotiating  an- 


chored around  those  numbers.  So  he- 
did  some  research  on  prices  of  similar 
public  companies,  in  relation  to  earn- 
ings and  growth. 

When  he  met  with  the  buyer,  he 
outlined  his  research,  w  hich  had  led 
him  to  a  target  price  of  $28  million. 
Then  he  invited  discussion  on  his 
methodology,  not  on  the  figure. 

The  buyer  didn't  debate  the  $28 
million  figure  because  it  wasn't  the 
point  of  discussion.  But  the  new  $28 
million  figure  subtly  became  an- 
chored as  the  basis  of  further  discus- 
sion. Ultimate  selling  price:  $22  mil- 
lion initially,  with  a  contin- 
gency payment  of  up  to  $  1 0 
million  more  if  the  compa- 
ny met  its  growth  targets. 

James  Sebenius,  who 
teaches  negotiating  skills  at 
Harvard,  got  his  practical 
experience  as  a  Law  of  the 
Seas  negotiator  for  the  U.S. 
government  and  as  a  vice 
president  at  Blackstone 
Group,  the  New  York  in- 
vestment firm. 

Subliminal  clues  can  have 
a  powerful  effect  on  out- 
comes, Sebenius  says.  He 
once  had  half  his  class  work 
on  strategies  for  an  auction 
titled  "'Winning  on  Wall 
Street."  The  other  half  of 
the  class  worked  on  an  iden- 
tical auction  titled  "Com- 
munity Value  Game."  The 
winning  price  among  the 
first  group  was  subtantially 
higher  than  that  in  the  sec- 
ond group. 

If  you  are  interested  in  reading 
more  about  the  latest  developments 
in  game  and  negotiation  theory,  and 
how  these  concepts  can  be  used  by 
laymen  in  their  business  and  personal 
lives,  check  out  these  books: 

The  Art  mid  Science  of  Negotiation, 
by  Howard  Raiffa,  Harvard  Universi- 
ty Press,  1982. 

The- Manager  as  Negotiator:  Bar- 
gaining for  Cooperation  and  Compet- 
itive Gain,  by  David  Lax  and  James  K. 
Sebenius,  Free  Press,  1986. 

Negotiating  Rationally,  by  Marga- 
ret Neale  and  Max  Bazerman,  Free 
Press,  1992. 

Micromotives  and  Macrobehavior, 
by  Thomas  C.  Schelling,  W.  W.  Nor- 
ton, 1978.  an 
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Everybody  knows  how  to  put  money  into  an  IRA,  but  scarcely  anybody  knows 
how  to  take  it  out.  Follow  these  steps  to  a  richer,  longer-lived  tax  deferral. 

The  six 

commandments 


By  Laura  Saunders 

A  young  man  in  Tennessee  recently 
inherited  a  $1.5  million  Individual 
Retirement  Account  from  his  mother. 
She  had  arranged  things  so  that  after 
her  death,  he  could  keep  the  ira's 
precious  tax  deferral  going  another 
51  years.  But  he  missed  the  deadline 
for  the  first  annual  withdrawal  of 
$25,000. 

Result:  Unless  the  Internal  Reve- 
nue Service  has  mercy  on  him — which 
is  unlikely — the  IRA  will  expire  in  5 
years,  not  5 1 . 

Here's  another  horror  story.  A  law- 
yer recently  told  a  dying  68 -year-old 
Mississippi  man  to  leave  his  $2  million 
IRA  not  to  his  wife  but  to  a  revocable 
trust,  which  the  lawyer  then  drew  up 
defectively.  The  widow  now  faces  a 
miserable  choice.  Either  she  can  keep 
the  $2  million  ira  intact  but  pay  $1 
million  in  estate  tax  on  it,  or  she  can 
avoid  the  estate  tax  but  explode  the 
IRA  and  pay  full  income  tax  on  that. 
Neither  would  have  been  necessary  if 
her  husband  had  just  named  her  as 
beneficiary  on  the  IRA. 

The  IRA  rules  contain  dozens  more 
traps  for  unwary  owners  and  their  ill- 
informed  advisers.  "Unfortunately," 
says  IRA  expert  Seymour  Goldberg,  an 
attorney  with  Goldberg  8c  higher  in 
Garden  City,  N.Y.,  "malpractice  by 
experts  almost  seems  to  be  the  rule.'1 

Here,  now,  are  six  basic  rules  of  ira 
payouts.  They  apply  to  Keogh  plans  as 
well.  For  more  detail,  we've  posted  a 
longer  version  of  this  story  on  the 
Internet  ( http://www.forbes.com / 
forbes/061796/lauraira.htm). 

Plan  early.  The  key  deadline  is  Apr. 
1  of  the  year  after  the  year  in  w  hich 
you  turn  70V2.  You  should  choose 


heirs  and  choose  a  minimum  payout 
formula  before  then.  These  choices 
w  ill  not  in  any  way  limit  your  access  to 
the  money  while  you  are  alive.  They 
will  simply  maximize  the  tax  advan- 
tages that  are  available  to  your  benefi- 
ciaries after  you  die. 

After  that  Apr.  I  deadline,  you  can 
still  change  heirs.  But  the  tax  benefits 
of  the  IRA  are  limited,  perhaps  drasti- 
cally, by  the  choices  you  had  in  place 
at  that  deadline.  (Exception:  You  can 


name  your  spouse  as  heir  at  any  time, 
and  your  spouse  will  still  get  the 
considerable  tax  advantages  that  flow 
to  spouse- inherited  iras.) 

You  might  also  want  to  leave  your 
ira  to  a  trust.  You  can  do  this,  but  it 
must  exist  by  the  Apr.  1  deadline,  and 
it  must  be  irrevocable  at  that  time. 

Choose  heirs  carefully.  You  may 
want  to  name  your  spouse  as  heir,  a 
choice  that  often  makes  tax  sense. 
Bequests  to  spouses  are  exempt  from 
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estate  tax.  Also,  an  ira  inherited  by  a 
spouse  gets  a  fresh  start.  No  matter 
w  hat  your  age  at  your  death,  or  what 
your  spouse's  age,  the  spouse  can  roll 
the  account  into  a  new  ira,  with 
complete  freedom  to  set  up  a  trust, 
name  new  heirs,  etc. 

What  if  your  spouse  is  not  to  be  the 
heir?  Another  common  choice  is  your 
children.  In  this  case  your  objective 
should  be  to  set  up  what  Forbes  calls 
a  stretchout  IRA,  one  that  survives  you 
h\  several  decades.  You  do  this  by 
naming  a  young  person  as  heir.  Then 
you  should  warn  the  heir  of  two  traps. 
One  is  that,  when  he/she  inherits, 
your  name  must  remain  on  the  IRA 
account.  Second,  the  heir  must  take 
his/her  own  required  first  payout  by 
Dec.  31  of  the  year  after  your  death. 

It  may  make  sense  to  split  the  ira. 
Say  you  have  a  $1  million  account, 
and  you  want  half  to  go  to  your 
daughter  Anne  and  half  to  your 
church.  If  you  split  the  account  into 
two,  you  can  arrange  things  so  that  at 
your  death,  the  church  gets  its  portion 
as  tax-free  cash  and  Anne  gets  hers  in 
the  form  of  a  stretchout  ira  with 
decades  to  run. 

If  you  don't  split  the  IRA,  then  it  will 
expire  when  you  do.  Both  heirs  will 
get  their  money,  but  Anne's  may 
come  with  income  taxes  due  immedi- 
ately, notes  Michel  Kaplan,  an  attor- 
ney with  Sherrard  &  Roe  in  Nashville. 

It's  also  a  good  idea  to  name  one  or 
more  layers  of  "contingent  benefi- 
ciaries" to  give  flexibility  after  you 
die.  Then  if  you  leave  your  IRA  to  your 
son  and  he  doesn't  need  the  money, 
he  can  disclaim  it  in  favor  of,  say,  his 
children. 

Never  leave  your  ira  to  your  estate, 
because  then  it  is  certain  to  die  when 
you  do. 

Study  the  distribution  options.  If 
your  heir  is  a  person,  or  a  trust  benefit- 
ing a  person,  choose  to  calculate  the 
minimum  payout  using  a  joint  life- 
span. This  will  reduce  required  mini- 
mum distributions.  Note:  You  can 
always  withdraw  more  than  your 
minimum. 

Now  you  must  choose  between 
two  methods  for  determining  your 
lifespan:  "recalculation"  or  "fixed." 
Making  this  choice  would  be  a  cinch  if 
you  knew  when  you  and  your  spouse 
would  die,  as  each  method  is  better 
for  certain  circumstances. 


Since  you  don't  know  who  w  ill  live 
longer,  and  because  women  usually 
outlive  men,  David  Polstra,  an  Atlanta 
financial  planner,  recommends  that  if 
the  ira's  owner  is  a  man,  the  owner 
should  use  the  recalculation  method 
while  the  spouse  uses  the  fixed-term 
method.  (Yes,  you  can  do  this.) 

Confused?  Here's  an  example.  Say 
Joe,  70,  is  the  ira  owner.  His  wife, 
Mary,  is  68.  If  they  choose  a  fixed 
term  for  both  partners,  22  years  in 
this  case,  they  could  outlive  the  IRA. 

If  they  choose  recalc  for  both,  then 
all's  fine  if  Mary  outlives  Joe,  because 
she  can  claim  the  IRA  as  her  ow  n,  as 
explained  above.  But  if  she  dies  first, 
the  IRA  will  die  when  Joe  does.  This  is 
the  disadvantage  of  recalc. 

The  smart  strategy  is  to  choose 
recalc  for  Joe  and  fixed  for  Man'.  That 
way  the  IRA  is  protected  if  Joe  dies 
first,  as  actuaries  predict,  because 
Mary  takes  over  the  IRA.  But  if  Man' 
dies  at  75,  the  ira  can  live  on  1 1  more 
years,  with  Mary  as  "ghost"  heir,  no 
matter  when  Joe  dies. 

What  if  both  spouses  own  sizable 
IRAS?  If  other  assets  are  limited,  each 
partner  will  probablv  want  to  leave  his 
or  her  ira  to  the  other.  If  not,  careful 
planning  is  particularly  important. 

Don  V  be  bamboozled  by  know- 
nothing  sponsors  or  advisers.  "With 
one  big  bank,"  savs  Polstra,  "I  had  to 
fax  them  a  copy  of  the  law,  the  regula- 
tions, and  even  a  copy  of  their  own 
newsletter  to  convince  them  that 
'stretchout'  IRAs  existed."  Local  IRS 
offices  have  been  known  to  be  espe- 
cially  dim-witted. 

Leave  time,  as  you  approach  70,  to 
sw  itch  sponsors  if  need  be.  T.  Rowe 
Price,  for  example,  won't  let  you  split 
one  IRA  into  several,  with  different 
heirs,  w  hile  Vanguard  and  Fidelity  do. 

When  choosing  a  lawyer  to  draft 
documents,  test  his  expertise  by  ask- 
ing this  riddle:  What  rules  determine 
whether  a  trust  can  keep  an  IRA  alive 
after  the  owner's  death?* 


*Answer:  There  are  five  tests  for  an  IRA  trust: 
It  must  be  valid  under  state  law;  it  must  be 
irrevocable  as  of  Apr.  1  following  the  year  you 
turn  701/2;  it  can  have  only  people  as 
beneficiaries;  these  people  have  to  be 
identifiable  from  the  trust  document;  and  a  copy 
of  the  document  has  to  go  to  the  IRA 
administrator  (bank  or  fund 
company). 


What  happens  if  the  IRA's  owner 
dies  before  the  Apr.  1  deadline? 
Spouses  can  still  do  rollovers,  and 
younger  heirs  can  inherit  stretchout 
IRAs.  The  owner  doesn't  have  to  have 
made  the  complex  choices  involving 
fixed  or  recalc  distributions.  If  he  or 
she  wants  a  trust  to  be  the  beneficiary, 
it  must  be  in  existence  at  the  owner's 
death,  and  it  must  be  irrevocable  at 
that  point. 

But  if  the  owner  is  still  employed, 


Don't  be  bamboozled  by 
know-nothing  sponsors. 

chances  are  that  most  retirement  as- 
sets are  in  company  plans,  and  have 
not  been  rolled  over  into  an  ira.  Most 
401  (k)  and  other  company-spon- 
sored plans  are  far  more  restrictive 
than  the  ira  rules,  so  think  about 
rolling  them  over  into  an  IRA  before 
death,  if  circumstances  permit. 

Remember  the  15%  penalty.  This  is 
Congress'  way  of  punishing  people 
who  save  too  well.  It  is  a  15%  surtax — 
over  and  above  income  tax  rates — on 
payouts  from  tax-deferred  retirement 
plans,  if  the  amounts  top  $155,000  a 
year.  The  tax  also  applies,  under  com- 
plex formulas,  to  lump  sums  and  to 
what's  left  in  an  ira  at  death. 

If  you  are  likely  to  be  affected,  get 
expert  help.  Two  tips:  ( 1 )  It  often 
makes  sense  for  spouse-heirs  to  pay 
this  tax  after  the  owner's  death,  in- 
stead of  deferring  it,  to  avoid  an  even 
bigger  tax  later.  (2)  If  the  tax  is  owed, 
remember  that  it's  deductible  from 
regular  estate  taxes. 

Plan  carefully  around  the  estate  tax. 
Especially  if  you  leave  the  ira  to  your 
children.  If  estate  taxes  are  owed, 
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Off-the-rack 
solutions 
belong  here! 


Since  no  two  investors  are  ever  com- 
pletely alike,  standardized  solutions  for 
capital  enhancement  can  often  lead  to 
frustration. 

At  Bank  Julius  Baer,  each  portfolio  is 
individually  structured  to  create  a  snug 
fit  for  long-term,  after-tax  performance. 
International  wealth  management 
is  our  strength.  Personalized  service  is 
our  commitment.  Just  call: 

New  York: 

Balz  Eggimann  (212)  297  36  00 
Palm  Beach: 

Michael  Blank  (407)  659  44  40 
Los  Angeles: 

Pius  Kampfen  (310)  286  02  01 
Montreal: 

Karel  Nemec  (514)  395  20  20 

JBcoB 


BANK  JULIUS  BAER 

The  Fine  Art  of  Swiss  Private  Banking 

Group  Presence:    Zurich    Geneva    London    New  York    Frankfurt    Lugano    Monaco  Guernsey 
Montreal    Grand  Cayman    Palm  Beach    Los  Angeles    San  Francisco    Mexico    Hong  Kong 
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Plan  carefully  around  the 
estate  tax.  Where  will  the  cash 
to  pay  it  come  from? 
Ideally,  not  the  IRA. 


where  will  the  cash  come  from?  Ideal- 
ly, not  from  the  IRA. 

If  estate  tax  is  paid  on  an  IRA,  it  can 
be  deducted  from  income  by  the  IRA 
heir,  even  if  some  other  heir  (such  as  a 
residual  heir)  gets  stuck  with  the  es- 
tate tax  bill. 

Be  prepared  for  a  rough  estate  plan- 
ning ride  if  most  of  your  family's 
assets  are  in  one  IRA  worth  $600,000 
or  more.  That's  because  it's  difficult 
to  extend  the  ira's  life,  take  advantage 
of  estate  tax  exemptions  and  provide 
for  your  spouse  all  at  once. 

The  best  way  to  cope,  says  lawyer 
John  C.  Sawyer  of  Alston  &  Bird  in 
Atlanta,  is  usually  to  move  free  assets 
into  the  non-IRA  owner's  name.  Then 
divide  the  IRA  into  two  accounts.  A 
portion  up  to  $600,000  goes  into  a 
trust  benefiting  the  spouse.  At  the 
owner's  death,  this  trust  uses  his  es- 
tate tax  exemption.  The  IRA  continues 
to  exist  within  it,  paying  distributions 
to  the  trust  on  behalf  of  the  spouse. 

The  other  portion  of  the  IRA  names 
the  spouse  as  beneficiary  directly. 
When  the  owner  dies,  the  spouse  can 
roll  .it  over  and  name  new  heirs. 
Things  will  be  messy  if  the  spouse  dies 
before  the  owner,  but  this  is  about  the 
best  you  can  do. 

For  more  on  iras,  check  out  Smith 
Barney's  IRA  Distribution  Manual,  a 
free  28-page  booldet  (800-233-7833, 
ext.  28).  Another  reference  is  J.K.  Las- 
ser's  How  to  Pay  Less  on  Tour  Retirement 
Savings  ( Macmillan,  $16).  *r» 
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"I  handled  my  business 
and  my  investments -until 
our  software  sales  took  off. . . 


. .  .now  I  leave  my  portfolio  to  the  experts." 


Portfolio 
Advidory 
Serviced 


Fidelity 
investments® 


Day  in  and  day  out,  you  count  on  your  own  expertise 
to  handle  your  business.  But  what  about  your  invest- 
ments? Making  informed  decisions  can  be  difficult  and 
time-consuming,  given  today's  fast-paced  markets  and 
thousands  of  choices. 

Now  you  can  let  the  experts  at  Fidelity  Portfolio  Advisory 
Services  (PAS)  actively  manage  your  account  of  $200,000 
or  more.  PAS  diversifies  your  assets  among  Fidelity  mutual 
funds  using  a  tailored  strategy  designed  to  meet  your 
long-term  goals.  You  get  personal  service  from  your 
account  executive  and  sales  loads  are  waived!  All  this  for 
a  low  annual  advisory  fee  of  1%  or  less. 

Put  the  expertd  to  work  on  your  portfolio. 
Call  Portfolio  Advidory  Serviced  at 

1-800-544-3455.  ltd  time. 


10086.001 


'Underlying  fund  expenses  will  apply.  Fidelity  Portfolio  Advisory  Services  is  a  service  of  Strategic  Advisers,  Inc. 
a  registered  investment  adviser  and  a  Fidelity  Investments  company.  Fidelity  Distributors  Corporation. 
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SOME  SEE  STRANDED  SHIPS.  WE  SEE  IDLE  ASSEMBLY  LOT 

If  AIG  helps  protect  you  against  risk  better  than  others,  it's  because  we  understand  r 
kinds  of  risk.  Threats  to  a  healthy  bottom  line  can  come  from  many  directions.  The  key  to  g 
risk  management  is  a  partner  that  sees  beyond  the  obvious. 

What  AIG  offers  is  expertise  not  only  in  insurance,  but  in  managing  total  marketplace  h 
garnered  during  our  75  years  of  international  operation.  With  offices  in  approximately  130  coun 
and  jurisdictions  throughout  the  world,  AIG  has  an  unmatched  knowledge  of  local  conditions! 


UTILE  COMMODITY  MARKETS  AND  SHAREHOLDER  LAWSUITS. 

llations.  In  fact,  AIG  is  the  only  worldwide  insurance  and  financial  organization  with  a  broad 
?e  of  customized  services  to  manage  all  your  business  risks  and  preserve  shareholder  value, 
ices  like  economic  assessment,  loss  control  and  engineering,  and  political  risk  coverage,    mm.  JP— 1 
And  we've  got  the  top  financial  ratings  to  hack  us  up.  So  we'll  be  there  when  you  W 
I  us.  And  possibly  keep  your  business  afloat.         WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES 

American  International  Group,  Inc..  Dept  A.  70  Pine  Sireet.  New  York.  NY  10270. 


MONEY  GUIDE 


The  IRS  is  tougher  than  ever  on  travel 
and  entertainment  deductions,  but  there 
are  still  some  cracks  to  squeeze  through. 

Fun  in  the  sun 


By  Rana  Dogar 


You  MAY  very  well  drum  up  half  your 
firm's  business  on  the  country  club 
greens,  but  to  an  Internal  Revenue 
Service  agent  you're  just  having  a 
good  time.  Auditors  love  to  pick  apart 
travel  and  entertainment  deductions. 
Says  Ward  Bukofsky,  a  CPA  with  Bra- 
verman,  Codron  &:  Co.  in  Beverly 
Hills,  Calif.:  "I've  had  clients  with 
major  issues  in  their  return — such  as 
tax-free  property  exchanges — and  the 
agent  will  overlook  them  in  favor  of 


$2,000  in  T&E  expenses." 

Congress  has  cut  way  back  on  the 
deductibility  of  many  travel  and  en- 
tertainment expenses,  such  as  the  cost 
of  investment  seminars  on  Caribbean 
cruise  ships,  foreign  conventions, 
club  dues  and  travel  with  a  spouse. 
But  there  are  still  T&E  perks  to  be  had. 
Just  make  sure  you  meet  Uncle  Sam's 
byzantine  requirements. 

Domestic  travel  is  a  relatively  easy 
deduction  to  get.  If  you  spend  more 


than  half  your  time  on  work  during  a 
trip,  you  can  deduct  100%  of  travel 
and  hotel  costs,  no  matter  whether 
those  costs  are  incurred  in  Anchorage 
or  Aspen. 

Suppose  you're  traveling  from  Chi- 
cago to  San  Diego  for  Monday  and 
Tuesday  meetings.  If  you  fly  down 
Saturday  and  spend  the  weekend 
lounging  by  the  pool,  you  can  proba- 
bly deduct  all  your  ticket  and  hotel 
costs.  Why?  Without  a  Saturday  stay- 
over,  your  plane  ticket  might  cost 
SI, 400.  With  one,  it's  S350.  The  [RS 
likes  people  who  economize.  As  long 
as  you  can  show  that  you  saved  your 
company  (and  the  IRS)  money  by 
tacking  on  a  weekend,  the  auditor 
won't  make  a  fuss. 

Things  get  much  more  complicat- 
ed for  foreign  travel  and  entertain- 
ment, however.  Uncle  Sam  doesn't 
like  to  think  about  subsidizing  Euro- 
pean ski  trips. 

If  a  foreign  trip  is  for  seven  days  or 
less,  or  if  less  than  25%  of  it  is 
personal,  you  can  deduct  the  whole 
thing.  But  if  you  stay  more  than 
seven  days,  you'll  have  to  document 
exactly  what  is  business  and  pleasure 
to  satisfy  the  taxman.  This  applies  to 
travel,  lodging,  meals,  tips,  shows 
and  events. 

One  way  around  this:  a  stopover  in 
some  U.S.  spot.  Gary  Fox,  a  CPA  with 
accountants  Crowe  Chizek  &  Co.  in 
South  Bend,  Ind.,  says  some  clients 
of  his  with  business  in  Australia  like 
to  stop  over  in  Hawaii  when  it 
doesn't  add  to  the  plane  fare.  "If  they 
spend  three  days  there  and  six  days 
on  business  in  Australia,  they  can 
deduct  all  the  travel  because  they 
haven't  been  out  of  the  U.S.  more 
than  seven  days." 

International  travel  is  a  real  hot 
button  for  auditors.  So  keep  a  log 
detailing  whom  you  meet,  and  when 
and  where,  plus  receipts  and  notes  of 
business  gained  as  a  result  of  the  trip. 
Good  record  keeping  usually  wins  out 
in  a  trowel  and  entertainment  audit.  A 
tax  partner  at  Ernst  &  Young  recently 
defended  a  celebrity  client's  first-class 
trip  on  the  Orient  Express  as  a  promo- 
tional event  by  presenting  press  clips 
from  every  major  city  the  client 
stopped  in. 

Far  tougher  to  get  is  any  deduction 
for  a  cruise.  The  law  allows  a  $2,000 
deduction  for  cruise  expenses  if  you 


200 


Forbes  ■  June  17,  1996 


A  First  Among  Firsts 


At  10:15  AM  on  April 
10,  the  new  Falcon  50EX 
trijet  lifted  off  Bordeaux- 
Merignac's  Runway  23  in 
a  flawless,  nearly  two- 
hour  demonstration  of  its 
powerful  -40  engines  and 
advanced  digital  systems 
instrumentation. 

This  milestone,  precisely 
meeting  the  schedule  set 
one  year  ago,  underscores 
the  "promises  made, 
promises  kept"  integrity  of 
Dassault  Aviation  and  of 
all  the  Falcon  programs. 

Yet  it  wasn't  truly  a  first 
flight  in  the  classical 


sense.  Reason:  we've 
been  flying  the  50EX 
avionics  since  February. 
This  is  typical  of  the  new 
thinking  at  Dassault.  By 
using  two  certification  air- 
craft, we  can  set  ambitious 
cost  and  schedule  goals 
and  deliver  a  better,  more 
competitive  product  to  the 
customer. 

About  the  flight  itself. 
Our  pilots  were  impressed 
by  the  quiet  interior,  and 
by  the  abundant  power 
for  climb  and  cruise.  They 
explored  various  flight 
regimes  and  cruised  at 
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Just  a  few  of  the  hundreds  involved  in  the  Falcon  50EX  program. 


.80  Mach  at  41,000  feet. 
(Incidentally,  in  these 
conditions,  a  50EX  can  fly 
400  nm  farther  than  a  50!) 

The  Falcon  50EX  now 
continues  flying  toward 
certification  in  late  '96. 
For  more  information, 


including  a  complimentary 
subscription  to  our 
Falcon  50EX  Executive 
Report  newsletter,  contact 
John  Rosanvallon  in  the 
U.S.  at  (201)  967-2746  or 
Jean-Claude  Bouxin  in 
Paris  at  (331)  40-83-93-08. 


DASSAULT 

FALCON  JET 
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Deductions 
on  the 
side 


Opportunities  to  have 
tax-deductible  fun  aren't 
limited  to  your  day  job. ' 
Suppose  you  ow  n  a  second 
home  in  Florida.  You 
plan  to  retire  there  in  15 
years;  for  now*  you  rent  it 
out  a  few  months  of  the 
year  and  use  it  for  person- 
al vacations  no  more  than 
14  days  annually.  It 
thereby  qualifies  as  a  rental 
property,  and  you  can  de- 
duct travel  expenses  related 
to  overseeing  it. 

If  you  fly  down  for  a 
w  eekend  and  spend  a  day 
talking  w  ith  contractors 
or  doing  some  mainte- 
nance, you  can  deduct 
100%  of  your  travel  and 
lodging.  "'Some  of  my 
clients  have  college-age 
children  w  ho  live  in  [par- 
ent-owned] rental  proper- 
ties,^  says  Gary  Fox,  a  CPA 
in  South  Bend,  Ind.  "When 
they  visit  their  kids,  the 
trip  is  tax  deductible.'''' 

Tip:  If  you  want  to  play 
this  game,  pay  cash  for  the 
second  -  home  property . 
With  a  mortgage,  you 
would  run  up  a  lot  of  in- 
terest deductions  that 
w  ould  probably  throw 
the  property  into  an  unde- 
sirable "passive  loss"  cat- 
egory, in  w  hich  deductions 
are  constrained.  Without 


the  mortgage,  you  stand  a 
good  chance  of  running  a 
profit  on  the  property — 
even  after  absorbing 
some  of  those  travel  costs. 

Expenses  related  to  a 
hobby  or  side  business  can 
also  be  deducted  if  you 
can  prove  you're  trying  to 
make  money.  In  most 


cases,  the  IRS  assumes 
you're  legit  if  you  turn  a 
profit  in  three  out  of  five 
years. 

But  the  taxmen  may 
ask  for  more  detailed  infor- 
mation. Horse  racing  or 
breeding  (where  the  as- 
sumption is  two  years  of 
profit  out  of  seven)  always 


seems  to  raise  a  red  flag, 
partly  because  it  takes  a 
long  time  to  make  mon- 
ey. Be  prepared  to  show 
you've  used  trained  pro- 
fessionals, have  a  separate 
general  ledger  and  bank 
account,  records  of  races  or 
shows  and  a  real  business 
plan. 

Farms  and  ranches  are 
another  common  deduc- 
tion .  Here  you  may  be 
able  to  argue  that  the  land  is 
appreciating  even  if  the 
business  is  failing.  Ward 
Bukofsky,  a  tax  expert  in 
Beverly  Hills,  Calif,  has  a 
client  who's  a  wealthy 
cattle  rancher  in  Montana. 
"He  had  a  large  operat- 
ing loss  for  three  years  in  a 
row,  but  we  demonstrat- 
ed that  simply  holding  the 
land  was  part  of  the  profit 
motive, "  says  Bukofsky. 

Remember  that  hobby 
losses,  like  entertainment 
deductions,  are  a  pet 
peeve  of  the  IRS.  Profits  are 
always  your  best  proof  of 
a  profit  motive,  but  in  their 
absence,  make  sure  your 
records  are  good.  Hang  on 
to  receipts,  calendars  and 
records  of  meetings,  mar- 
keting materials  or  any- 
thing you've  done  to  ad- 
vance your  business. 


have  a  "good  business  purpose"  for 
taking  the  cruise.  But  Congress  has 
decreed  that  to  get  this  deduction, 
taxpayers  have  to  go  on  a  ship  regis- 
tered in  the  U.S.,  with  all  ports  of  call 
in  the  U.S.  Says  Crowe  Chizek's  Fox: 
"I  had  a  client  w  ho  wanted  to  do  a 
sales  meeting  on  a  cruise  ship.  But  it 
was  impossible  to  find  one  registered 
in  the  U.S." 

It's  also  tough  these  days  to  ex- 
pense your  spouse  on  a  business  trip. 
Tough,  but  not  impossible. 

Under  rules  passed  in  1993 
spouses  must  be  bona  fide  employees 
of  the  company  paying  for  the  travel 
in  order  to  get  a  deduction.  For  just 
this  reason,  some  small  business 
owners  put  their  spouses  on  the  pay- 
roll, sometimes  as  directors,  who  can 
qualify. 

Larger  firms  often  simply  reim- 
burse the  employee  for  taking  along  a 
husband  or  wife.  "At  conferences  or 
weekend  meetings  with  a  lot  of  enter- 
taining, it's  often  necessary  to  take  a 
spouse,"  says  Stuart  Kessler,  a  CPA 
with  New  York's  Goldstein  Golub 
Kessler  w  ho  frequently  travels  with 


If  you  catch  a  Broadway 
show,  conduct  some  business 
right  before  or  after. 


his  wife.  "The  firm  realizes  that,  and 
we  reimburse  accordingly."  Techni- 
cally, these  reimbursements  are  tax- 
able income  to  the  employee. 

Dining  out  with  a  spouse  is  less 
taxing  than  traveling  with  one.  The 
1993.  tax  act  cut  the  deduction  for 
meals  and  entertainment  to  50%  of 
the  amount  spent,  from  80%.  But  if 
your  client  brings  a  spouse,  yours  can 
come,  too,  and  all  can  get  the  50% 
deduction. 

There  is  a  catch,  however.  The  meal 
or  entertainment  must  be  directly  re- 
lated to  or  associated  with  the  con- 
duct of  business.  So  if  vou  catch  a 
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Every  j1A  seconds  another 
baby  boomer  turns  50. 


Retirement  looms  closer  and  closer  every  single  day. 
And  the  sad  fact  is  that  many  Americans— perhaps  most 
of  us— will  retire  with  about  one-third  of  the  assets  we'll 
need  to  maintain  our  current  lifestyle. 

Most  Americans  believe  they're  already  saving  as 
much  as  they  can.  So  we  at  Nicholas-Applegate  offer  a 
simple  solution— to  make  your  savings  work  harder  by 
investing  more  aggressively  in  growth  stocks. 

We  call  this  approach  Bridging  the  Gap,  and  we've 
used  it  successfully  for  more  than  a  decade  to  help 
our  institutional  clients,  including  some  of  America's 


leading  universities,  foundations,  endowments  and 
corporations.  Now  Nicholas-Applegate  Mutual  Funds 
are  available  to  individual  investors  like  you  to  help 
bridge  the  gap  between  how  you  want  to  spend  your 
retirement  and  how  much  money  you  have  to  spend. 

So  please  don't  let  another  7'/:  seconds  slip  by.  Call 
us  today  for  a  Nicholas-Applegate  Bridging  the  Gap 
fact  kit,  with  a  prospectus  containing  more  complete 
information,  including  management  fees  and  expenses, 
to  read  carefully  before  you  invest  or  send  money. 
Call  toll  free  1-800-551-8043. 


Nicholas 


Applegate5  mutual  funds 


Nicholas-Applegate  Securities,  Distributor  600  West  Broadway,  30th  Floor  San  Diego,  CA  92101 
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Broadway  play,  make  sure  you  con- 
duct some  business  right  before  or 
after  the  show. 

It  also  matters  where  you  do  the 
entertaining.  Kevin  Roach,  a  CPA  with 
Price  Waterhouse,  notes  that  the  [RS 
doesn't  mind  if  you  deduct  the  cost  of 
a  couple  of  football  game  tickets  as  a 
business  expense,  as  long  as  you  and 
your  client  sit  in  the  stands.  But  if  you 
try  to  deduct  the  cost  of  a  skybox, 
expect  the  auditor's  eyebrows  to  arch, 
even  if  you  get  more  business  done  in 
a  skybox.  Congress,  Roach  reminds, 


If  your  client  brings  a  spouse 
to  dinner,  yours  can  come,  too. 
Everyone  gets  the  deduction. 


doesn't  want  to  look  as  if  it's  giving 
rich  people  a  break. 

But  again,  there  are  right  ways  and 
wrong  ways  to  do  entertaining.  Sup- 
pose, says  Roach,  you  want  to  treat  a 
group  of  employees,  clients  and 
their  families  to  a  football  game  fol- 
lowed by  a  buffet  dinner  at  a  local 
hotel.  If  everybody  eats  in  a  regular 
dining  room,  with  others  present, 
and  mingles  while  talking  business, 
you  can  forget  a  deduction. 

But  if  you  distribute  a  meeting 
agenda  along  with  the  invitations, 
book  a  private  dining  room  and  call 
the  whole  thing  a  seminar,  then  you 
can  probably  get  a  50%  deduction 
for  everyone  who  is  involved. 
Throw  in  an  "educational"  speaker 
during  the  lunch,  and  that  will  seal 
your  case. 

What  about  club  dues?  These  de- 
ductions also  got  slashed  in  1993.  But 
you  can  still  deduct  business  meals 
taken  at  your  club,  or  greens  fees 
(assuming  that  you  are  golfing  with  a 
potential  client).  And  lawmakers 
spared  membership  dues  for  profes- 
sional or  service  organizations  like  the 
Rotary  Club  or  the  American  Bar 
Association.  H 


Nine  times  out  of  ten  the  tax  code  deck  is  stacked 
against  you.  But  there  are  a  few  opportunities 
for  you  to  stick  it  to  the  IRS.  Don't  miss  them. 

Tax  gimmes 


By  Laura  Saunders 

The  tax  CODE  is  chock  full  of  rules, 
procedures  and  assumptions  that  are 
unfair  to  taxpayers.  But  there  are 
times — not  many,  but  a  few — when 
the  advantage  does  go  the  other  way. 
Here  are  several  of  these  tax  gimmes. 
Enjoy. 

Tax-free  rental  income.  If  you  rent 
out  a  residential  property  for  no  more 
than  14  days  a  year,  you  can  pocket 
the  income  tax-free.  That's  right:  no 
messy  allocation  of  expenses,  no 
forms  to  fill  out,  no  tax.  This  could  be 


useful  for  Atlanta  residents  who  put 
their  homes  up  for  rent  during  the 
Olympic  Games  this  summer. 

But  get  while  the  getting's  good. 
Congress  debated  ending  this  goody 
a  few  years  ago,  and  may  vet  do  so. 

Frequent-flier  miles.  In  a  rational 
world,  the  Internal  Revenue  Service 
would  tax  these  whenever  they  were 
awarded  for  deductible  business  trav- 
el but  used  for  personal  travel.  But 
every  time  the  irs  has  threatened  to 
tax  this  giveaway,  a  congressional  out- 
cry has  gone  up.  The  agency  declared 
last  November  that  it  has  no  intention 
of  opening  this  can  of  worms,  so  you 
can  rack  'em  up  without  fear. 
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AM* 

FM? 

HZ? 

CB? 

UL? 

RF? 

PA? 

AC? 
DC? 

VHF? 
UHF? 

LCD? 
DVD? 


MHZ? 
DSS? 

VOX? 
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Capital  gains  at  death.  Say  John 
Smith  dies  and  leaves  his  wife,  Mar- 
tha, stocks  worth  $400,000,  which  he 
bought  for  $50,000  many  years  be- 
fore. At  John's  death  Martha  yets  to 
mark  up  the  basis  of  the  stock  to 
$400,000,  so  if  she  sells  she  skips 
capital  gains,  tax  of  $98,000.  [f  she 
afterwards  gives  that  same  stock  to  her 
children,  they  also  pick  up  that  inflat- 
ed tax  basis. 

In  most  states  this  basis  step-up,  as 
it's  called,  also  applies  to  John's  por- 
tion of  any  asset  the  couple  ow  ns 
jointly,  such  as  a  house.  Check  your 
state  law  s. 

"Good  habit"  awards.  Firms  can 
honor  workers  for  good  attendance, 
safety  or  some  other  good  habit  by 
giving  them  up  to  $1,600  annually, 
and  the  award  is  both  tax  deductible 
to  the  firm  and  tax  free  to  employees. 
The  only  catch:  According  to  Internal 
Revenue  Code  Section  274(j),  the 
award  can't  be  in  cash.  Douglas 
Stives,  a  Red  Bank,  N.J.  CPA,  gives 


there's  a  modest  freebie  potentially 
worth  a  few  hundred  dollars.  The  deal 
is  this:  The  extra  income  you  in  effect 
hand  out  by  paying  the  worker's  share 
of  payroll  tax  is  not  itself  subject  to 
payroll  tax. 

Example:  Your  nanny  takes  home 
$10,000  per  year,  and  you  write  a 
check  to  the  IRS  of  $1,530  for  both 
her  payroll  taxes  and  yours.  Her  W-2 
should  report  $10,765  of  income 
subject  to  income  tax,  but  only 
$10,000  of  income  subject  to  FICA 
and  Medicare  tax.  By  contrast,  if  she 
took  a  job  at  a  shoe  store  with  the 
same  pay  and  terms,  her  wages  for 
both  FICA/Medicare  and  income  tax 
would  be  $10,828,  and  the  store- 
would  send  $1,657  in  payroll  tax  to 
the  IRS.  Again,  not  a  big  deal,  but  why 
leave  money  on  the  table  if  you  don't 
have  to? 

Appreciated  property  given  to  chari- 
ty, part  I.  A  rare  case  in  which  you  can 
have  your  cake  and  eat  it,  too.  $ay  you 
bought  stock  over  one  year  ago  for 


SOS! 


FYI. 

Over  6600  locations. 
Knowledgeable  people. 
Questions  answered. 
ASAP. 


RadioShack 

You've  got  questions. 

We've  got  answers.® 


*   Anyone  who  sells  an  appreciated  asset 
'    to  fund  a  sizable  charitable  contribution 
should  have  his  or  her  head  examined. 


certain  workers  American  Express 
Gift  Cheques,  which  can  be  used 
wherever  the  card  is  accepted. 

Exclusion  on  house  sale.  If  you  or 
your  spouse  is  over  55  and  you  sell 
your  primary  residence,  Uncle  Sam 
allows  you  to  exclude  $125,000  of 
appreciation  when  you  compute  vour 
capital  gain.  This  may  be  rough  justice 
if  years  of  inflation  have  artificially 
raised  your  gain.  But  you  don't  get 
any  such  freebie  if  you  sell  stock. 

If  you  are  single  and  planning  to 
marry  or  remarry,  be  careful.  The 
exclusion  is  doled  out  one  per  taxpay- 
er or  per  couple.  So  if  you  haven't 
taken  your  exclusion  but  marry  some- 
one who  has,  you  are  "tainted"  and 
lose  your  $125,000  break.  So  take 
yours  before  getting  hitched.  (For 
m<  >re  information,  see  IRS  Publication 
523,  Selling  Tour  Home.) 

Nanny  tax.  If  you  hire  domestic 
help  and,  as  many  employers  do,  pay 
your  employee's  share  of  payroll  taxes 
( FICA,  Medicare)  as  well  as  vour  own, 


$300  and  now  it's  worth  $1,000.  If 
you  give  the  shares  to  your  church, 
you're  not  liable  for  tax  on  the  $700 
capital  gain  from  income  and  you  can 
claim  the  full  $1,000  as  a  charitable 
deduction.  Anyone  who  sells  an  ap- 
preciated asset  to  fund  a  sizable  chari- 
table contribution  should  have  his  or 
her  head  examined. 

Appreciated  property  given  to  chari- 
ty, part  II.  This  is  a  wacky  loophole  of 
which  most  legislators  are  blissfully 
unaware.  (Please  don't  let  the  secret 
out. )  You  have  $  1 00,000  of  stock  you 
bought  years  ago  for  $1,000.  You 
w  ant  to  cash  it  in  to  buy  an  annuity, 
but  you  don't  want  to  pay  capital 
gains  tax  on  $99,000. 

Give  the  stock  to  a  charity  instead, 
retaining  a  lifetime  annuity  payout. 
The  charity  then  sells  the  stock  and 
buys  bonds,  which  fund  your  annuity. 
The  capital  gain  is  completely  exempt 
from  tax,  even  if  you  take  back  90%  of 
your  gift  with  a  generous  annuity 
payment.  ■§ 
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IDhu  settle  for  a  hotel  that  just 
remembers  your  name,  when  uou  can  stai]  at  a 
hotel  that  remembers  uour  needs? 


Here,  we  don' I  merely  cater 
to  ijour  needs,  we  anticipate  them. 
We  have  systems  in  place  that  allow 
us  to  remember  uour  individual 
preferences  after  you've  stayed 
with  us.  So  the  next  time,  you  won't 
have  to  ask. 

In  fact,  you  can  count  on  our 
efficient  staff  to  slay  one  step  ahead. 

Call  your  travel  professional  or 


The  Rilz-Carllon  at  800-241-3333 
for  reservations  and  information. 
And  discover  a  hotel  that  offers  you 
more  than  just  a  greeting. 

We're  also  proud  to  offer  AT&T 
In-room  Long  Distance  Service  at 
most  locations  a 

=ATsJ 

for  your  AT&T  —» -  YourTrue  Choice 

Calling  Card,  AT&T  Universal  Card 
and  operator-assisted  calls. 


The  Ritz -Carlton- 


lanla  •  Barcelond  •  boston  ■  duckhedd 
iladelphta  ■  Phoenix  ■  Sdn  Francisco 


Cleveland  •  Dearborn  ■  Double  day  ■  hong  Kong  ■  Houston  •  Huntington  hotel  -  Kansas  City  ■ 
Seoul  ■  Singapore  ■  St  Louis  ■  Sydney  ■  Tysons  Corner  •  IDdshinglon .  D  C  •  1996   Bdh  •  1997 


manna  Del  Reu  •  Hew  Ijork  •  Pentagon  City 
Jakarta.  Kuala  Lumpur.  Osaka  •  1998:  Tokyo 
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You  don't  have  to  die  to  cash  in 

on  a  life  insurance  policy.  Here  are  three  ways 

to  tap  into  it  while  you  still  draw  breath. 

Gashing  in 
your  chips 


By  Carolyn  T.  Geer 

It  USED  to  be  a  rather  low-rent,  al- 
most ghoulish  business:  buying  up 
insurance  policies  of  vers'  ill  people  at 
a  discount,  then  collecting  when  the 
customers  died.  Early  sales  efforts 
were  focused  on  impoverished  people 
with  aids.  "Viatical  settlement"  was 
the  euphemism  for  the  transaction. 

The  viaticals  business  is  almost 
mainstream  now.  Companies  are  tar- 
geting people  with  cancer  and  heart 
disease,  there  is  more  competition  for 
the  customer's  dollar  and  the  policies 
are  sometimes  quite  large. 

For  example,  Beverly  Hills  estate 
planner  Gerald  Gerstenfeld  has  a  cli- 
ent who  is  dying  of  cancer.  The  client 
cannot  work  and,  although  he  expects 
income  soon  from  an  investment,  is 
currently  strapped  for  cash,  so  he  has 
been  selling  off  pieces  of  his  multi- 
million-dollar term  policy.  Says  Ger- 
stenfeld, "This  was  a  stopgap  that  was 
a  godsend." 

If  you  or  a  member  of  your  family  is 
grievously  ill,  it  may  make  sense  to  get 
cash  out  of  a  life  insurance  policy.  But 
choose  your  course  of  action  careful- 
ly. The  cost  of  tapping  into  a  death 
benefit  can  vary  enormously  from  one 
financing  source  to  another. 

The  owner  of  the  life  insurance 
policy  has  three  options:  Sell  the  poli- 
cy to  a  viatical  settlements  outfit,  ap- 
ply for  "accelerated  benefits"  from 
the  insurer  or  take  out  a  loan.  The  first 
two  options  create  taxable  income, 
while  the  loan  doesn't. 

The  health  insurance  bill  pending 
in  Congress,  however,  would  erase 
the  distinction.  It  would  exempt  from 

2()cS 


income  tax  the  accelerated  payments 
on  an  insurance  policy — or  a  sale  of  a 
policy — to  people  with  a  life  expec- 
tancy of  two  years  or  less. 

The  viatical  company  will  generally 
pay  only  60%  to  80%  of  a  policy's  face 
value,  depending  on  its  assessment  of 
the  medical  condition  of  the  person 
insured.  (The  longer  his  life  expectan 
cy,  the  chintzier  the  offer. )  With  com- 
petition increasing,  offers  are  getting 
more  generous.  Per  Larson,  a  New 
York  City  financial  adviser  who  works 
with  the  terminally  ill,  says  that  in  the 
last  year  the  average  sale  price  of  his 
clients'  policies  increased  from  77 
cents  to  79  cents  on  the  dollar. 

But  it  pays  to  shop  carefully.  One 
client,  a  hemophiliac  with  AIDS,  was 
offered  50%  of  his  death  benefit.  Lar- 


son solicited  bids  from  other  compa- 
nies and  in  two  months  had  an  offer 
for  81%.  Soon  after,  the  client  was 
hospitalized  with  minor  problems, 
and  his  market  value  rose  further;  he 
ended  up  pocketing  86%. 

The  Viatical  Association  of  Ameri- 
ca, 800-842-981 1,  provides  a  free  list 
of  companies  that  purchase  policies 
and  of  brokers  who  act  as  middlemen 
between  buyer  and  seller.  Since  bro- 
kers are  paid  commissions — generally 
ranging  from  5%  to  7%  of  the  death 
benefit  amount — you're  better  off 
dealing  directly  with  the  viatical 
companies. 

Always  use  an  escrow  agent  when 
transferring  your  policy.  People  who 
transferred  policies  directly  to  Credit 
Life  Corp.  in  Florida  were  effectively 
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told  their  checks  were  in  the  mail. 
Eventually  the  company  declared 
bankruptcy  and  many  sellers  never 
saw  a  dime  from  them. 

What  about  the  alternatives?  More 
than  200  life  insurance  companies 
offer  some  form  of  accelerated  death 
benefit,  according  to  the  American 
Council  of  Life  Insurance,  a  trade 
group.  Two-thirds  of  them  offer  the 
option  on  existing  policies  as  well  as 
new  ones.  One  quarter  require  addi- 
tional premiums  from  the  day  the 
policy  is  in  force,  half  charge  only  if 
the  option  is  used,  and  the  remaining 
quarter  do  not  charge  at  all. 

As  with  viatical  settlements,  accel- 
erated benefits  are  currently  federally 
taxable  to  the  extent  they  exceed  the 
cumulative  premiums  paid  since  the 
policy  was  bought.  (The  benefits  arc- 
exempt  from  state  income  tax  in  New 
York  and  California.)  To  cash  in  on 
accelerated  benefits,  the  insured  per- 
son must  have  a  life  expectancy  of  12 
months  or  less;  in  contrast,  most  viati- 
cal companies  take  people  w  ith  up  to 
four  years  to  live.  Usually  the  insurers 
w  ill  accelerate  an  amount  less  than  the 
death  benefit.  Whatever's  left  goes  to 
the  beneficiaries. 

The  best  deal,  if  the  insured  person 
qualifies,  is  a  loan  from  the  insurer 
against  a  policy's  cash  value.  But  term 
insurance  has  no  cash  value.  The  bor- 


rower has  to  have  a  whole,  universal 
or  variable  life  policy.  Borrowing,  if 
you  can  do  it,  is  better  than  cashing  in 
the  policy,  because  loan  proceeds  are 
free  of  income  tax.  The  loan  balance- 
gets  deducted  from  the  death  benefit 
the  heirs  receive. 

Unlike  viatical  settlements  and  ac- 
celerated benefits,  policy  loans  arc- 
available  any  time — and  for  any  rea- 
son. Unfortunately  they're  a  more 
limited  source  of  funds  since  the  cash 

Look  before  you  leap. 
The  cost  of  tapping 
into  a  death  benefit 
can  vary  enormously 
from  one  financing 
source  to  another. 


value  of  a  policy  is  usually  much  less 
than  the  death  benefit. 

Another  option:  Take  out  a  loan, 
pledging  the  policy  as  collateral.  But 
banks  are  reluctant  to  enter  into  such 
agreements.  They're  not  in  the  busi- 
ness of  estimating  life  expectancies,  an 
important  part  of  this  equation. 

Enter  LifeWise  of  Salt  Lake  City. 
Started  five  years  ago  as  a  buyer  of 
insurance  policies,  it  switched  to  of- 
fering loans  a  few  months  ago.  Draw- 


back: high  interest  rates  (  1 5%  to  22%) 
and  sometimes  disappointing  loan  of- 
fers. Per  Larson  recalls  three  clients 
with  purchase  offers  from  viatical 
companies  of  87%,  80%  and  64%  of 
death  benefits.  LifeWise  offered  to 
lend  the  first  client  65%  of  his  death 
benefit  and  the  second  one  45%,  and 
turned  the  third  down  completely. 

For  asset-rich  bur  cash-poor  peo- 
ple w  ho  are  likely  to  leave  a  taxable- 
estate  (more  than  8600,000  left  to  a 
nonspouse),  the  best  alternative  of 
all  is  a  loan  against  some  asset  other 
than  an  insurance  policy.  Under  the 
right  circumstances,  this  minimizes 
estate  taxes. 

Example:  A  terminally  ill  patient 
ow  ns  a  home  worth  $800,000,  but 
has  no  other  assets.  She  needs 
$200,000  to  cover  nursing  care  and 
other  expenses.  She  was  smart 
enough  to  have  her  $250,000  life 
insurance  policy  owned  by  her  two 
children  (see  story,  p.  210). 

If  the  children  pledge  the  policy  on 
a  $200,000  loan,  they  will  owe 
$75,000  of  estate  tax  when  they  in- 
herit the  house.  If  their  mother  in- 
stead takes  out  a  $200,000  mortgage 
on  the  house  and  spends  the  pro- 
ceeds, she  will  leave  behind  a 
$600,000  net  estate,  on  which  no  tax 
would  be  due,  plus  a  $250,000  policy, 
exempt  from  estate  tax.  m 


Viaticals  are  a 
ghoul's  best  friend 

You  SOMETIMES  get  a 
poor  deal  when  you  sell  an 
insurance  policy  to  a  viati- 
cal settlement  company. 
Does  that  mean  policy 
buyers  reap  large  returns? 

Maybe.  But  there's  a 
possibility  that  both  seller 
and  investor  will  fare  poor- 
ly. Expensive  middlemen 
can  stand  between  them. 

Early  buyers  tended  to 
be  able  to  analyze  the  actu- 
arial risks  themselves  and 
bought  policies  at  prices 
that  yielded  annual  re- 
turns of30%to40%.  Cur- 
rent returns  are  at  best 


half  that.  Meanwhile,  a  new 
breed  of  small  brokers  are 
targeting  unsophisticated 
buyers  who  can  be  en- 
tranced by  past  returns,  and 
who  are  unable  to  assess 
what  the  broker  is  extract- 
ing from  the  transaction. 

Life  Partners,  a  large 
Waco-based  broker  of 
viatical  policies,  used  to 
sell  fractional  interests  of 
insurance  policies  until 
the  Securities  &  Exchange 
Commission  accused  it  of 
thereby  selling  unregis- 
tered securities.  Now  the 
firm  sells  only  whole  poli- 
cies. Average  investment: 
$70,000.  Life  Partners' 
commission:  2%  to  3%. 
Others  charge  up  to  5%. 

What  can  you  make 


from  one  of  these  invest- 
ments? Depends.  Life 
Partners  says  it  brokered  a 
policy  sale  by  a  terminally 
ill  patient  who,  davs  later, 
died  in  a  crash  on  the  way 
to  a  friend's  funeral.  An- 
nualized return:  260%. 
But  that's  unique.  Other 
policies  sold  by  Life  Part- 
ners yielded  as  little  as  6%. 

Dignity  Partners,  an 
$84  million  (assets)  viati- 
cals firm  that  recently 
went  public,  anticipates  a 
gross  return  of  15%  to 
18%  on  its  portfolio  of 800- 
plus  policies.  Medical  re- 
views, collecting  on  policies 
and  other  costs,  eat  a  fifth 
to  a  third  of  this  return. 

You  can  make  a  bullish 
case  for  Dignity's  Nasdaq - 


traded  stock.  Assume  that 
the  viaticals  business  will 
explode,  that  this  little- 
firm  will  get  a  chunk  of  it, 
and  that  Dignity  will  be 
able  to  borrow  at  low  rates 
to  finance  its  portfolio. 
Some  optimism  has  already 
been  factored  into  the 
stock's  price.  Recently 
13%,  it  trades  at  30  times 
pro  forma  trailing  earnings. 

Another  key  question: 
Do  you  really  have  the  stom- 
ach for  this?  If  you  own 
insurance  policies  on  other 
people,  or  shares  in  Digni- 
ty, y<  >u'd  have  to  cringe  every 
time  AIDS  researchers  got 
closer  to  a  cure.  You  might  be 
happier  ow  ning  a  biotech 
stock. 

-Thomas  Easton  H 
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Life  insurance  has  unique  tax  advantages— and  some 
nasty  hidden  traps.  Here's  how  to  avoid  the  latter. 

Insurance: 
outfoxing 
the  IRS 


Life  insurance  is  one  of  the  last 
investments  around  treated  kindly  by 
the  tax  code.  It  could  be  that  Con- 
gress considers  it  socially  worthwhile 
for  breadwinners  to  provide  for  their 
families,  or  it  could  be  simply  that 
agents  are  good  lobbyists.  Either  way, 
the  Internal  Revenue  Service  resents 
the  revenue  loss  and  is  alw  ays  looking 
for  ways  to  trip  up  policyholders. 

What  are  the  tax  benefits?  The  big 
one  is  that  cash  values  build  up  inside 
a  policy  free  of  income  lax  until  the 
policy  is  cashed  in.   This  is  a  huge 


advantage  for  life  insurance  policy- 
holders; mutual  funds  and  bank  ac- 
counts get  no  such  income  tax  ex- 
emption. There  are  tw  o  other  advan- 
tages to  insurance:  Death  benefits  are 
exempt  from  income  tax  and  poten- 
tially exempt  from  estate  tax. 

Rut  note  this  carefully:  You  can  lose 
any  of  these  three  tax  advantages  it 
you  fail  to  play  very  strictly  by  some 
complicated  IRS  rules.  Here  are  some 
rules  to  abide  by: 

Don't  own  your  policy.  If  you  own 
the  policy,  the  death  benefit  becomes 


part  of  your  estate  and  is  subject  to 
estate  tax  if  your  total  assets  exceed 
$600,000,  says  Fairfax,  Va.  lawyer 
Howard  Zaritsky.  Rut  there's  an  easy 
way  around  this  trap:  Let  someone 
else  own  the  policy.  This  means  giving 
up  control.  You  can't  take  out  a  policy 
loan  or  change  the  beneficial')'  or  cash 
in  the  policy  for  its  cash  value  if  you 
don't  own  the  policy.  Rut  for  many 
people  this  is  a  small  price  to  pay 
compared  with  paying  estate  taxes  at 
marginal  rates  of  up  to  60%. 

If  you  have  a  sizable  estate  and  you 
have  adult  children,  have  them  own 
any  policy  on  your  life.  If  the  children 
are  young,  the  policy  can  be  owned  by 
an  irrevocable  trust  for  the  benefit  of 
the  children.  And  bew  are  this  snare:  If 
you  transfer  ownership  of  an  existing 
policy  from  yourself  to  another  party 
(the  kids,  say)  and  die  within  three 
years,  the  proceeds  get  swept  back 
into  your  estate.  To  be  on  the  safe 
side,  set  up  the  trust  before  you  apply 
for  the  policy. 

Don  'town  the  policy  indirectly.  Sup- 
pose you're  the  majority  owner  of  a 
company  that  owns  a  policy  on  your 
life.  Upon  your  death,  the  IRS  will 
claim  that  you  in  fact  owned  the 
policy. 

Don  't  have  your  spouse  own  the  policy 
if  the  beneficiaries  arc  your  children.  If 
you  make  that  mistake,  then  when 
you  die  your  spouse  is  deemed  to  have 
made  a  gift  to  the  children  of  the 
entire  death  benefit.  If  the  benefit  is 
large  enough,  the  surviving  spouse 
could  owe  gift  tax. 

Don't  transfer  a  policy  that  has  a 
loan  outstanding,  counsels  Larry  M. 
Elkin,  a  CPA  in  Hastings-on-Hudson, 
N.Y.  This  is  a  tricky  one.  Say  your 
employer  bought  a  policy  on  your  life 
and  has  been  borrowing  against  it.  As 
part  of  your  divorce  settlement,  the 
employer  transfers  the  policy  to  your 
soon-to  be-ex-spouse.  This  is  what's 
know  n  as  a  "transfer  for  valuable  con- 
sideration." The  employer  gets  hit 
w  ith  an  income  tax  bill  on  the  differ- 
ence between  the  amount  of  the  loan 
and  its  cumulative  investment  in  the 
policy.  Moreover,  w  hen  you  die,  your 
ex-spouse  owes  income  tax  on  the 
difference  between  the  death  benefit 
and  the  loan. 

Reconsider  buy/sell  agreements 
funded  by  life  insurance.  Say  a  closely 
held  business  owns  insurance  on  each 
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If  your  company  is  planning  an  event  like  this 
in  the  future,  we'd  be  happy  to  give  you  an  estimate. 


Marvin  Butler  leaned  back  and  look  a 
deep  breath.  He'd  just  added  it  all 
up:  15,000  new  telephone  lines,  2,400 

100 

Atlantal996  ncw  au^°  circuits,  600  digital  video 
A?amaalo^™s  circuits.  And  that  wasn't  all.  Even 
jor  a  BellSouth  engineer  like  Marvin,  all  that 
went  info  an  event  like  the  1996  Atlanta  Olympic 
Games  was  staggering. 

Systems  so  vast,  these  could  be  called  the  first 
Olympic  Games  of  the  Information  Age:  an  enhanced 
network  jor  wireless  voice,  paging,  messaging  and 


data  transfer.  Plus  wireline  service  for  voice,  data 
and  video.  Part  of  the  communications  backbone  for 
over  two  million  visitors  to  the  Olympic  Games,  and 
an  additional  25,000  roaming  cellular  customers. 
Plus  the  16  million  businesses  and  families  BellSouth 
serves  over  a  nine  state  region. 

BellSouth  can  provide  quality  services  and 
technologies,  no  matter  what  size  project  you  have 
in  mind.  Even  after  creating  such  an  advanced 
local  telecommunications  network,  we  don't  expect 
applause.  But  how  about  an  encore? 


BELLSOUTH 

Keeping  You  Ahead  Of  The  Game." 
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You  have  money,  and  you  have  an  heir  who  can't 
handle  it  on  his  own.  A  trust  is  the  solution,  but  unless 
you  think  ahead  it  may  create  nightmares  tor  your  heir. 

Bad  heir  days 

By  Carolyn  T.  Geer 
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shareholder.  When  one  shareholder 
dies,  the  corporation  uses  the  death 
benefit  to  buy  his  shares  from  his 
estate.  One  problem:  The  benefit  may 
trigger  for  the  company  the  alterna- 
tive minimum  tax.  This  could  place  a 
strain  on  the  company  if  all  the  pro 
ceeds  are  needed  to  buy  out  the  de- 
ceased shareholder's  estate. 

To  avoid  the  am  i  ,  consider  having 
each  shareholder  buy  and  own  a  poli- 
cy on  each  of  the  other  owners. 

Beware  solutions  to  the  preceding 
problem.  It's  a  bad  idea  to  transfer  a 
policy  from  a  C  corporation  to  a 
shareholder.  This  may  trigger  the 
"transfer  for  valuable  consideration" 
problem  cited  above  in  the  discussion 
of  divorces  and  policy  loans. 

Easy  out:  The  transfer  for  value  rule- 
does  not  apply  if  a  policy  is  transferred 
from  a  corporation  to  any  legitimate 
business  partner  of  the  person  whose 
life  is  insured. 

Don  V  stuff  too  much  cash  in  your 
policy.  Congress  changed  the  law  s  in 
1988  to  discourage  people  from  shel- 
tering large  sums  of  money  in  cash- 
value  life  insurance  contracts.  If  your 
premiums  in  the  first  seven  years  add 
up  to  more  than  a  certain  percentage 
of  your  death  benefit,  you  can  blow 
apart  that  wonderful  tax-free  inside 
buildup. 

Be  careful  when  you  exchange  one 
policy  for  another.  One  requirement: 
The  contracts  must  cover  the  same 
person.  If  they  don't,  you  could  get 
taxed  on  the  inside  buildup.  The  [RS 
recently  warned  an  insurance  compa- 
ny that  if  a  taxpayer  exchanged  his 
single-life  policy  for  a  second-to-die 
policy  covering  both  him  and  his 
spouse,  he  would  get  nailed  for  taxes. 

Don  "tlive  too  long.  Many  cash-value 
policies  "mature"  when  the  policy- 
holder turns  95  or  1 00,  at  which  point 
the  insurer  hands  the  lucky  policy- 
holder a  check  for  the  cash  value  of  the 
policy.  "Then  the  insurance  company 
explains  the  tax  consequences,  and 
the  policyholder  drops  dead,"  quips 
New  York  insurance  consultant 
Glenn  Daily.  The  proceeds  are  taxable 
to  the  extent  that  they  exceed  premi- 
ums paid.  Solution:  Get  an  "extended 
maturity  rider"  to  keep  your  policy 
going  until  you  die.  The  IRS  hasn't 
weighed  in  on  these  yet,  but  they're 
usually  free  of  charge,  so  it  can't  hurt 
to  try  one.  Hi 


Patricia  Cavin,  a  former  Washing- 
ton, D.C.  radio  show  host  and  public 
relations  executive,  was  dying  of  leu- 
kemia in  1981.  She  decided  to  leave 
part  of  her  estate  to  her  younger  son, 
Brooks,  in  trust  for  his  lifetime. 
Brooks  suffers  from  a  chronic  mental 
disorder,  and  Cavin  feared  he  would 
never  be  able  to  handle  his  own  finan- 
cial affairs. 

Bv  the  time  his  mother  died  in 
1984,  Brooks,  then  24,  had  been 
employed  only  twice  in  his  life:  as  a  gas 
station  attendant  when  he  was  13  and 
as  a  tie  salesman  during  Christmas 
1982.  Brooks'  $250,()()0~in  trust  was 
a  vital  safety  net. 

In  her  will  Patricia  Cavin  appointed 
what  is  now  Crestar  Bank  in  Rich- 
mond, Va.  and  Nancy  Hirst,  a  college 
friend,  as  Brooks'  cotrustees.  They 
were  to  pay  out  all  of  Brooks'  trust 
income  every  year,  and  principal  at 
their  discretion. 

The  safety  net  broke.  The  trust  ran 
out  of  cash  in  1992  and  suspended 
payments  to  Brooks.  From  1986, 
when  the  estate  was  settled,  until 
1992,  trust  income  totaled  $68,000, 
while  fiduciary  fees  totaled  $67,000, 
according  to  the  trust's  tax  returns. 

In  1991  Brooks  landed  a  $5-an- 
hour  job  changing  bedpans.  Now 
he's  about  to  be  laid  off  from  his  job  as 
a  nurse's  aide,  while  still  supporting  a 
wife  and  two  small  children.  "The  last 
ten  years  have  been  tough,"  he  says. 

Trusts  are  supposed  to  be  a  bless- 
ing, but  for  many  heirs,  like  Brooks 
Cavin,  they  turn  out  to  be  a  curse. 
When  Heirs  Inc.,  a  fledgling  organi- 
zation for  trust  beneficiaries,  held  its 
first  conference  last  December  in  Sar- 
asota, Fla.,  80  people  showed  up  to 
swap  stories  about  high  fees,  dismal 
service  and  poor  investment  perfor- 
mance. Many  well-intentioned  peo- 
ple w  ho  create  trusts  would  spin  in 
their  graves  to  know  the  mess  they've 


left  their  heirs  in — needlessly,  since  a 
carefully  crafted  trust  anticipates 
problems  and  provides,  in  advance, 
for  solutions. 

One  problem  with  Brooks  Gavin's 
trust  was  liquidity.  It  started  with 
$  1 53,000  in  cash  and  a  25%  interest  in 
300  acres  of  raw  land  in  northern 


Brooks  Cavin  (lower  right) 

The  Cavin  clan  in  happier  days. 


Virginia.  The  land  has  appreciated 
smartly,  which  is  good  for  Brooks' 
long-term  interests,  but  has  pushed 
up  the  trust's  asset  value,  on  which  the 
trustees  claim  their  fees.  Brooks' 
brother  Chandler,  co-owner  of  the 
land,  and  Crestar,  argued  over  wheth- 
er and  when  to  sell  the  property,  but 
could  never  agree. 

Brooks,  now  36,  is  suing  his  trust- 
ees, Crestar  and  Hirst,  on  the  theory 
that  they  should  have  sold  the  land — 
forcing  a  partition  with  his  brother  if 
necessarv.  Brooks  also  claims  the  fees 
the  trustees  took  were  improper.  The 
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trustee*  -n  they  did  their  best  in  a 
tough  situation;  that  their  fees  were 
more  like  $42,000;  and  that  the 
shortage  of  cash  is  at  least  partly 
Brooks'  fault,  since  he  dipped  into 
principal  after  he  got  married  in  1988. 

Brooks1  efforts  to  improve  his  cash 
flow  have  created  another  potential 
drag  on  the  trust.  Crestar  has  run  up 
$135,000  in  legal  fees,  and  the  money 
may  come  out  of  Brooks  Gavin's  hide. 
Generally,  trustees  can  pay  their  legal 
fees  out  of  trust  assets  if  they  win  a  case 
and  can  prove  they  were  protecting 
the  trust,  not  themselves. 

There  you  have  the  classic  dilemma 
of  trust  beneficiaries.  They  can  sue 
their  trustees  to  get  better  treatment, 
but  may  only  succeed  in  making 
themselves  poorer  in  the  process. 

Consider  poor  John  Upp.  He  was 
the  named  plaintiff  in  a  class  action 
suit  against  Mellon  Bank.  The  suit 
accused  Mellon  of  charging  exorbi- 
tant fees  for  sweeping  the  cash  in  trust 
accounts  into  interest-bearing  invest- 
ments. Mellon  lost  in  a  lower  court, 
where  a  judge  ruled  the  bank  was 
"feathering  its  own  nest."  Then  it 
appealed  and  won  on  technical 
grounds.  Now  the  bank  wants  $1.15 
million  from  Upp's  trust  or  from  his 
lawyers  to  pay  its  legal  fees,  potentially 
w  iping  out  most  of  the  trust.  $ays 
Upp:  "I  have  many  a  sleepless  night." 

Why  do  trust  beneficiaries  so  often 
get  into  fights  with  banks?  Because 
they  are  captive  customers.  Whoever 


left  the  money  behind  wanted  it  that 
way.  If  parents  trusted  their  offspring 
to  handle  bequests  wisely,  they  could 
leave  the  money  to  the  kids  outright. 

There  is  a  middle  ground.  It  is 
possible  to  set  up  a  trust  in  such  a  way 
that  the  beneficiary  does  not  have 
unfettered  access  to  the  money,  but 
does  have  a  way  to  fire  the  bank  if  she 
thinks  she's  being  treated  poorly — 
without  burying  herself  in  legal  fees. 

Here's  how  to  give  your  heirs  the 
flexibility  they  need: 

Name  a  bank  as  trustee,  but  spell 
out  in  the  trust  document  the  right  of 
the  heirs  (or  their  guardian)  to  substi- 
tute another  bank.  To  avert  some 
possible  tax  problems,  the  new  trustee 
should  not  be  related  or  subservient 


to  the  person  with  the  removal  pow- 
ers (Forbes,  Dec.  IS,  1995).  And  by 
giving  your  beneficiaries  the  right  to 
remove  the  trustee,  while  vesting  the 
right  to  appoint  a  successor  trustee  to 
a  family  member  or  adviser,  you  can 
prevent  mischief,  says  Michel  Kaplan, 
a  tax  and  estates  lawyer  in  Nashville. 

Next,  have  a  talk  with  the  head  of 
the  bank's  trust  department.  The 
bank  should  show  you  its  current  fee 
schedule,  agree  in  writing  never  to 
assess  a  termination  fee  if  it  gets 
dumped,  and  agree  to  send  the  bene- 
ficiaries a  crisp  annual  summary  of  its 
fees.  A  favorite  ploy  of  bank  trust 
departments  is  to  bury  fees  in  thick, 
indecipherable  accounting  state- 
ments. Indeed,  some  years  ago  Secu- 
rity Pacific  (since  acquired  by  Bank- 
America  Corp.)  raised  fees  for  20 
years  on  trusts  with  stated  fee  agree- 
ments; many  beneficiaries  never 
blinked  until  an  employee  blew  the 
whistle.  Write  into  your  will  an  in- 
struction to  your  executor  to  find 
another  bank  if  your  chosen  one  has 
raised  its  fees  and/or  is  waffling  on 
termination  fees. 

Finally,  don't  make  your  bank's  job 
impossible.  Plan  for  adequate  liquid- 
ity in,  and  income  from,  the  trust.  Be 
careful  about  setting  up  fractional  in- 
terests in  real  estate  or  other  illiquid 
assets.  These  sometimes  make  tax 
sense,  but  they  can  also  create  bad  heir 
days  if  your  beneficiaries  don't  get 
along  with  one  another.  M 


Heir  splitting 

Is  your  family  feuding 
over  a  trust?  Sometimes  a 
Solomonic  approach  is 
called  for. 

Case  history:  A  brother 
and  sister  set  up  a  trust  in 
1928.  When  they  died, 
the  income  went  in  equal 
parts  to  their  lour  chil- 
dren. One  of  the  children 
w  anted  trust  assets  t<  i  be 
invested  in  some  dicey  (  a!: 
fornia  real  estate.  The 
others  didn't.  Solutioi 
vide  the  S8  million  trust 
in  quarters. 

The  trustees  needed 


court  permission  as  well  as  a 
ruling  from  the  Internal 
Revenue  Service  that  the 
newly  divided  trusts 
would  be  treated  separately 
for  tax  purposes.  Other- 
wise, if  one  trust  sold  assets, 
the  others  would  get  hit 
with  a  share  of  the  capital 
gain  tax — which  would 
be  substantial,  since  the 
trust  had  been  set  up 
more  than  50  years  earlier. 

After  considerable  legal 
expense  and  a  five-year  bat- 
tle, this  trust  was  success- 
fully divided.  Increasingly, 
such  solutions  are  easier 

>me  by.  Several  states, 
including  most  recently 


New  York  and  Florida,  have 
passed  laws  allowing  a 
trustee  to  divide  trusts,  of- 
ten without  court  approv- 
al. This  takes  care  of  the  tax 
problem  because  the  IRS  is 
more  respectful  of  stat  e 
statutes  than  of  lower 
courts. 

"This  is  really  a  great 
repair  kit  for  broken  estate 
plans,"  says  New  York 
lawyer  Edward  Schlesinger. 
He  just  made  use  of  his 
state's  law  to  save  expenses 
on,  and  simplify  the  ad- 
ministration of,  his  late 
mother's  estate.  Her  trust 
was  to  contain  cash,  securi- 
ties and  an  interest  in  a 


$540,000  cooperative 
apartment,  which  his  fa- 
ther still  lives  in. 

The  co-op  would  in- 
crease the  trustee  fees, 
which  are  based  on  the 
total  asset  value  of  the  trust. 
This,  even  though  the 
trustee,  U.S.  Trust  Co., 
wouldn't  actively  manage 
the  property. 

So  Schlesinger  is  hav- 
ing the  trust  split:  The  liq- 
uid assets  will  stay  with 
U.S.  Trust;  the  co-op  will 
go  into  a  trust  he  and  his 
brother  will  manage  for 
free,  saving  the  family 
about  $3,000  a  year  in 
trustee  fees.    -C.T.G.  ■■ 
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The  name  of  your  next  office  copier 
may  already  be  on  your  desk. 


The  world's  best  selling  laptop  carries 
)ur  name.  So  do  satellites,  TVs,  ATM 
nachines,  and  many  other  products.  And 
vith  that  name  comes  the  technology  that 
:arned  us  our  reputation.  It's  this  expertise 
hat  makes  our  full  line  of  copiers  and  fax 
nachines  the  most  dependable  office 
iroducts  anywhere. 

And  the  Toshiba  Quality  Commitment 


Guarantee  assures  your  complete  satisfaction. 
It  means  any  copier  or  fax  covered  by  our 
guarantee  will  meet  factory  specifications,  or 
we'll  replace  it.  Period. 

To  find  out  more  about  Toshiba  copiers 
and  fax  machines,  call  1-300-G0-T0SHIBA. 
And  put  our  name  to  work. 

Visit  us  online  at: 
http://www.toshiba.com/tais/eid/products/ 


In  Touch  with  Tomorrow 

TOSHIBA 

COPIERS  ♦  FAX 
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Before  you  buy  a  Nasdaq  highflier,  study  this  case 
history  of  Presstek.  It  will  disabuse  you  of  the  notion  that 
stock  prices  always  accurately  reflect  the  prospects  of 
the  underlying  company. 

Anatomy  of  a 
short  squeeze 


By  Gretchen  Morgenson 

Admire,  for  a  moment,  the  chart 
below.  It  shows  the  mighty  stock 
performance  of  a  little  printing  com- 
pany named  Presstek.  The  chart  be- 
gins roughly  seven  years  ago  when 
Whale  Securities  brought  Presstek 
public  in  a  $6.5  million  offering  of 
stock  and  warrants.  It  is  a  work  of  art. 

Euphoric  Presstek  holders  have 
watched  their  shares  go  from  a  split- 
adjusted  price  of  under  2  to  a  recent 
190.  Wall  Street  now  values  the  little 
company  at  over  $3.1  billion — 93 
times  sales  and  650  times  earnings. 

Presstek  makes  computerized  offset 


color  printing  systems  that  it  says  are 
much  more  efficient  than  traditional 
color  printing  machines.  After  many 
delays,  the  company  will  begin  ship- 
ping its  most  advanced  system,  called 
Quickmaster-Dl,  to  customers  any  day 
now,  or  so  insist  Presstek  bulls. 

Even  if  Quickmaster  sells  like  gang- 
busters,  it  can't  begin  to  support  a 
valuation  of  $3.1  billion.  R.R.  Don- 
nelley, the  world's  largest  printing 
company,  is  worth  a  little  less  than 
twice  that,  and  Donnelley's  sales  are 
230  times  as  great  as 
Presstek's. 


But  more  interesting  in  many  ways 
than  the  Quickmaster  system  is  a 
smallish  clique  of  Wall  Street  charac- 
ters who  have  turned  Presstek  short- 
sellers  into  hamburger  meat. 

This  is  a  story  about  individual 
investors  who  are  sitting  on  huge 
profits,  but — this  is  very  important — 
these  are  paper  profits  only.  When  the 
music  stops,  Presstek's  stock  could 
collapse  in  a  hurry,  and  these  small 
holders  may  have  a  devil  of  a  time 
finding  someone  to  take  the  shares  off 
their  hands. 

We  are  telling  you  this  tale  not  to 
inspire  you  to  buy  the  stock,  nor  to 
short  it — neither  would  be  wise.  We 
just  want  you  to  understand  how 
share  prices  can  become  entirely  di- 
vorced from  economic  reality,  espe- 
cially in  the  over-the-counter  market. 
Don't  think  that  some  kind  of  market 
efficiency  protects  you,  ensuring  that 
you  pay  close  to  fair  value  for  a  share  in 
a  business.  You  could  be  buying  into  a 
game  of  musical  chairs. 

What  about  the  insiders,  the  folks 
who  run  this  company  or  took  it 
public?  How  much  hard  cash  are  they 
extracting  from  the  stock?  It  is  hard  to 
know.  So  far,  Robert  and  Lawrence 
Howard,  the  company's  cofounders, 
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have  reported  cashing  in  shares  worth 
more  than  $40  million.  But  it  is  quite 
possible — and  quite  legal — to  cash 
out  of  a  company  w  ithout  selling  a 
share,  so  the  insiders'  true  takeout 
could  be  much  larger. 

How  does  Presstek  stock  get  to  650 
times  earnings?  What  props  it  up? 
Several  factors  come  into  play. 

One  is  a  fairly  thin  float.  Over  the 
years,  officers  and  directors  have  held 
roughly  20%  of  Presstek's  16.5  mil- 
lion shares  outstanding. 

Another  factor:  little  or  no  follow- 
ing among  mainstream  Wall  Street 
analysts.  If  they  watched  the  stock, 
they  might  well  conclude  that  no 
matter  how  promising  the  printing 
business  might  one  day  be,  the  com- 
pany's stock  is  wildly  overpriced.  Such 
a  downbeat  research  report  could 
hurt  the  stock. 

It  also  helps  to  have  a  relative  pauci- 
ty of  institutional  holders.  These  folks 
are  quite  willing  to  lend  their  stock  to 
short-sellers  who  then  sell  the  bor- 
rowed shares  in  hopes  that  they  will  be 
able  to  buy  the  stock  back  later  at 
lower,  more  rational  levels.  The  lack 
of  institutional  owners  means  that  the 
supply  of  stock  for  lending  to  the 
shorts  is  pretty  much  limited  to  Press- 
tek stock  that  individual  investors 
hold  in  their  margin  accounts.  Shares 
held    in    cash  ac- 


counts cannot  be  loaned  out. 

This  is  why  brokers  who  are  bullish 
on  Presstek  routinely  advise  their  cus- 
tomers to  move  their  shares  out  of 
their  margin  accounts  and  into  their 
cash  accounts  as  soon  as  they  can .  This 
reduces  the  number  of  shares  avail- 
able for  lending,  creating  the  possibil- 
ity for  a  short  squeeze,  in  which  shorts 
are  forced  to  return  their  borrowed 
shares  on  short  notice.  The  only  way 
the  shorts  can  do  that  is  by  buying  the 
shares  in  the  market.  This  pushes  the 
stock  higher,  which  creates  a  new  wave 
of  buying  to  cover  short  positions, 
which  drives  the  stock  higher  and  in- 
tensifies the  pressure  on  the  shorts  to 
cover.  The  pain  mounts,  the  shorts 
begin  to  bleed,  and  the  investors  w  ho 
own  the  stock  begin  to  think  that 
Presstek  really  will  grow  to  the  sky. 

A  key  part  of  this  picture  is  Press- 
tek's Nasdaq  listing.  When  a  short- 
seller  has  to  cover  his  position, 
Nasdaq  marketmakers  are  often 
tipped  off  by  the  firm  shopping 
the  order  and  rush  to  buy 
shares  ahead  of  the  short- 
seller,  pushing  the 
stock  even  higher.  If 


the  stock  were  on  the  Big  Board  or  the 
Amex,  this  wouldn't  happen.  There, 
investors'  orders  would  go  through 
one  specialist,  who  matches  buy  and 
sell  orders  and  maintains  an  orderly 
market  in  the  shares'  trading.  This 
explains  why,  for  instance,  on  Apr.  1 7 
Presstek  jumped  18%  on  no  news 
at  all. 

This  volatility  has  not  gone  unno- 
ticed by  regulators.  The  Securities  & 
Exchange  Commission  is  investigat- 
ing trading  in  Presstek  shares  and  has 
subpoenaed  documents  from  the 
company. 

Who  is  the  smart  money  in  this 
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merry  go  round? 

The  founders  arc  Robert  and  Law 
rence  Howard,  father  and  son.  Robert 
Howard,  73,  says  he  is  the  inventor  of 
the  first  impact  dot  matrix  printer.  He 
founded  and  ran  two  companies  prior 
to  Presstek:  C  Centronics  Data  Comput- 
er in  the  1970s  and  Howtek  in  the 
1980s.  Centronics  came  public  at  a 
split-adjusted  2V2  in  1969,  reached  38 
in  1973,  but  then  fell  on  hard  times. 
Just  before  its  printer  business  was  sold 
in  1987,  it  fetched  $5  a  share. 

Howtek  was  another  roller-coaster 
ride  for  investors.  It  came  public  at  5 
in  1984  and  went  to  27%  in  1987.  It 
currently  trades  at  6. 

Robert  Howard's  son  Lawrence, 
43,  was  senior  managing  director  of 
Whale  Securities,  from  July  1994  to 
July  1995,  the  brokerage  in  New  York 
City  that  brought  both  Howtek  and 
Presstek  public.  Whale  has  hardly  dis- 
tinguished itself  over  the  years.  Since 
1992  Whale  has  lost  five  NASD  arbitra- 
tion cases — involving  unauthorized 
trading  and  manipulation,  among 
other  things — in  which  it  was  fined 
$300,000;  the  firm  was  censured  and 
fined  more  than  $600,000  by  the 
NASD  in  1991  and  1992  and  has  been 
censured  or  fined  by  regulators  in 
Wisconsin,  Michigan,  Georgia,  Illi- 
nois and  Massachusetts. 

Another  character  in  the  Presstek 
story  is  Donald  Chapman,  67.  A  big- 
producing  stockbroker  at  Dean  Wit- 
ter from  1982  to  1992,  Chapman 
now  acts  as  an  informal  investment 
adviser  to  wealthy  clients.  His  special- 
ty is  to  identify  public  companies  with 
technology  that  is  complex  but  prom- 
ising. He  introduces  himself  to  com- 
pany management,  explaining  that  his 
wealthy  clients  and  those  of  his  stock- 
broker friends  might  be  interested  in 
investing  in  the  company.  After  estab- 
lishing a  close  relationship  with  the 
insiders,  Chapman  then  invites  broker 
friends  from  small  firms  to  trade 
shows  where  the  favored  company  is 
peddling  its  wares  and  offers  to  take 
them  to  company  headquarters  for 
intimate  talks  with  management.  This 
is  heady  stuff  for  brokerage  house 
salesmen  who  usually  have  a  tough 
time  getting  company  managers  to 
return  their  phone  calls.  With  any 
luck,  the  brokers  put  their  clients  into 
the  stock. 

Chapman  goes  way  back  with  Rob- 


On  the  Presstek 
merry-go-round: 
polo-playing 
investor  John 
Oxley,  above; 
Robert  Howard, 
founder, 
chairman  and 
inventor,  right; 
investment 
newsletter 
scribe  and  bull 
Carlton  Lutts, 
below. 
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ert  Howard.  The  Presstek  chairman 
says  he  w  as  running  Centronics  when 
he  first  met  Chapman.  The  broker's 
favored  stocks  have  included  Howtek 
and  a  dev  elopment-stage  pharmaceu- 
tical company  called  Carrington  Lab- 


oratories. Prior  to  Presstek,  Chap- 
man's most  spectacular  stock  was 
Viratek. 

Viratek  was  a  pharmaceutical  re- 
search and  development  company  un- 
derwritten by  D.H.  Blair  in  May  198 1 
at  a  split-adjusted  2>lA.  Again,  the  com- 
pany had  a  small  float:  80%  held  by  K  N 
Pharmaceuticals.  In  April  1985,  a  joint 
venture  was  announced  between  Vira- 
tek and  Eastman  Kodak  to  search  for 
cures  for  human  ailments,  using  nucle- 
ic acid  compounds. 

The  joint  venture  jump-started  Vir- 
atek's  stock.  By  August  1986  the  stock 
raced  to  almost  94.  But  in  March 
1987  Kodak  sold  more  than  half  its 
700,000  share  investment  in  Viratek. 

By  1990  the  stock  had  sunk 
to  l7/8.  In  November  1994 
Viratek  was  absorbed  by 
[(  N  Pharmaceuticals. 

Chapman  got  out  before 
the  debacle.  Not  all  of  his 
friends  were  nearly  as  lucky. 
He  told  one  investor  who 
was  burned  in  Viratek  that 
he  had  exited  before  the  tall 
by  chance:  He  was  going  on 
a  South  Seas  cruise  and  did 
not  want  to  worry  about 
the  stock  market  while  he 
was  away.  He  did  not  re- 
turn Forbes'  phone  calls. 
One  of  Chapman's  clients  is 
wealthy  Oklahoman  investor  and 
polo  player  John  Oxley.  According  to 
Presstek's  most  recent  proxy,  Oxley 
owns  7.1%  of  Presstek. 

Another  member  of  Presstek's  in- 
ner circle  is  Carlton  Lutts,  an  engineer 
turned  investment  newsletter  writer. 
Lutts'  Cabot  Market  Letter  first  rec- 
ommended Presstek  in  July  1994  at 
around  13;  he  is  now  telling  his 
25,000  subscribers  that  even  if  they 
already  own  Presstek,  they  should  buy 
more.  He  has  a  close  relationship  with 
the  company.  On  Feb.  15,  late  in  the 
day,  Lutts  alerted  subscribers  on  his 
telephone  hotline  to  a  coming  acqui- 
sition-by  Presstek.  The  company  an- 
nounced its  purchase  of  Catalina 
Coatings,  a  coating  equipment  mak- 
er, the  following  morning. 

Lutts'  Cabot  Money  Management 
runs  $350  million  in  client  assets.  The 
same  stocks  that  Lutts  writes  about 
wind  up  in  Cabot's  money  manage- 
ment accounts.  One  account  has  42% 
of  its  assets  in  Presstek. 
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Headquarters  of  Republic 
National  Bank  (Suisse) 


tn  Geneva. 


Exceptional  service  demands  personal  attention 
as  well  as  genuine  concern  for  trie  financial  well- 
being  of  our  clients.  And  so  we  run  our  bank  accord- 
ing to  one  fundamental  principle:  to  protect  our 
clients'  capital  as  we  safeguard  its  purckasing  power. 

It  is  a  simple  principle  upon  wkick  we  kase  our 
krand  of  financial  conservatism:  private  kanking  kuilt 
upon  rigor,  discipline  and  prudence.  Tkis  sopkisticated 
conservatism,  vigorously  pursued,  kas  created  a  glokal 
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E  ATTRACT  NEW  CLIENTS 


BY  SERVING  PRESENT  CLIENTS 


EXCEPTIONALLY  WELL 


private  kank  of  exceptional  stakility,  capakle  of  weatk- 
ering  tke  rougkest  storms. 

Indeed,  Repuklic's  capitalization  ratio,  on  a 
risk  adjusted  kasis,  is  three  times  as  great  as 
tkat  required  ky  tke  world's  international  kanking 
regulators. 

To  our  way  of  tkinking,  it  is  security  as  well  as 
return  tkat  we  must  ensure  eack  day.  And  in  tke 
process,  to  provide  a  unique  quality  of  service,  under- 
standing and  discretion. 


World  Headquarters  of 
Republic  National  Bank 
in  New  York. 
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Long  before  we  learned  the  first  thing  about 


building  computers,  some  fundamentals  equally 
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open  solutions  that  can  help  your  company 
compete  and  succeed  in  the  years  ahead.  Ln 
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Computers  have  made  it  simpler  for  scam  artists 
to  find  out  about  you.  Why  not  turn  the  tables? 
Here's  how  to  use  up-to-date  techniques 
to  check  out  suspicious  dealmakers. 

Investigate, 
then  invest 

By  Janet  Novack 


Presstek  is  not  Lutts'  favorite 
stock  for  nothing.  It  helped  his  let- 
ter's hypothetical  Model  Stock 
Portfolio  earn  88%  for  the  12- 
month  period  ending  March  1996. 
In  recent  weeks,  Lutts  has  been  an 
aggressive  advertiser  on  CNBC.  In  his 
ads,  Lutts  highlights  Presstek, 
shows  a  chart  of  the  stock  and  boasts 
about  having  recommended  it  in  the 
teens.  This  attracts  new  subscrib- 
ers— 7,000  in  April  alone — many  of 
whom  follow  Lutts1  urgings  to  keep 
loading  up  on  Presstek. 

Says  Lutts,  "Yes,  the  P/E  ratio  is 
way  too  high,  but  the  whole  story  is 
just  unfolding.  I  think  it's  another 
Xerox,  which  went  up  100  fold  in 
seven  years.'"  (Presstek  is  up  nearly 
fourfold  in  eight  months.) 

Believe  it  or  not,  some  funds  have 
started  to  buy  into  this  ludicrously 
levitated  stock.  So  far  they're  happy 
they  did.  Twentieth  Century  funds 
bought  660,000  shares  of  Presstek  at 
the  end  of  1995  at  prices  between  50 
and  90;  the  stake  is  now  worth  some 
two  to  four  times  what  Twentieth 
Century  paid.  That  paper  profit  has 
boosted  returns  for  its  funds  and 
thereby  helped  draw  new  customers 
into  the  fund  family. 

Is  the  smart  money  getting  out?  It 
certainly  looks  that  way.  On  May  2 1 , 
two  of  the  six  broker-dealers  then 
making  a  market  in  Presstek  shares — 
Charles  Schwab's  Mayer  &  Schweit- 
zer and  Knight  Securities — quit  do- 
ing so.  These  firms  had  been  buyers 
more  often  than  sellers  as  Presstek  was 
rising.  The  fact  that  they  have  stepped 
back  from  the  fray  makes  us  wonder 
if  they  believe  that  the  stock  is 
headed  down. 

Meanwhile,  Chapman  client  Oxley 
and  other  major  players  have  begun  to 
sell  their  shares.  A  filing  in  March 
states  that  Oxley  is  selling  129,000 
shares,  12%  of  his  position.  Four  of  the 
other  big  guns  in  Presstek  are  dump- 
ing another  126,000  shares.  These 
folks  have  been  selling  into  a  nice 
rally — the  stock  was  around  120  in 
March.  We  can't  tell  you  how  much 
selling  has  gone  on  since  April  because 
the  filings  have  not  been  made  yet. 

When  does  the  music  stop?  We 
don't  know.  But  we  arc  prepared  to 
make  this  prediction:  When  it  does 
stop,  there  will  be  c]tiite  a  scramble  for 
chairs.  H 


Houstonian  Teresa  Rodriguez,  a 
socially  prominent  friend  of  the 
mayor's  wife,  persuaded  several  hun- 
dred investors  to  put  $70  million  with 
her  by  guaranteeing  returns  of  7%  to 
40%  in  35  days  from  Small  Business 
Administration  contracts.  The  con- 
tracts didn't  exist.  She  was  sentenced 
to  22  years  last  June. 

New  York  lawyer  Scott  J.  McKay 
Wolas,  private  lawsuits  allege,  swin- 
dled some  very  prominent  New  York- 
ers out  of  tens  of  millions  by  promis- 
ing 60%-pIus  annual  returns  from  a 


liquor  exporting  business.  Among  his 
victims:  Vincent  Viola,  former  vice 
chairman  of  the  New  York  Mercantile 
Exchange,  out  $4.5  million. 

One  thing  Rodriguez  and  Wolas 
had  in  common:  Before  their  alleged 
scams  really  got  rolling,  each  was  hit 
with  an  [RS  lien  for  unpaid  taxes, 
Rodriguez  with  two  liens  totaling 
more  than  $1  million,  and  Wolas  with 
one  for  $48,000.  Now,  a  tax  lien  by 
itself  does  not  prove  that  a  money 
manager  is  untrustworthy.  But  it 
might  give  investors  pause. 
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It's  a  little  k  nown  fact.  How  a  mutual  fund 
is  classified  doesn't  always  indicate  how  it 
will  he  invested.  Whether  you're  putting 
together  your  own  portfolio  or  a  401(h) 
plan,  this  makes  every  decision  even  more 
difficult.  At  Putnam,  we  continuously 
monitor  each  fund  to  ensure  that  year  after 
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BOSTON-LONDON-TOKYO 


year  it  still  fits  its  classification.  As  a  result, 
our  funds  stay  true  to  form.  So  while  we 
always  recommend  you  consult  a  financial 
advisor,  we  also  suggest  you  consult  the 
firm  whose  fifty-eight  years  of  experience 
have  taught  the  difference  hetween 
writing  a  lahel  and  standing  hehind  it. 


TIME 


HONORED 


TRADITION 


I  N 


MONEY 


MANAGEMENT 


For  more  information,  call  your  financial  advisor  for  a  prospectus.  Read  it  carefidly  hefore  you  invest. 

Putnam  Mutual  Funds. 
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Did  you  know  that  federal  tax  liens 
are  a  matter  of  public  record?  Or  that 
you  can  get  access  to  many  of  them  via 
a  computer  modem?  Next  time  you 
are  invited  to  join  an  investment 
scheme  that  seems  just  too  good  to  be 
true,  do  some  checking.  Tax  liens — 
along  with  records  of  bankruptcies, 
lawsuits  and  other  tidbits,  including 
news  clippings — are  easier  and  cheap 
er  to  uncover  than  ever. 

In  May  New  York  private  investiga- 
tor James  Mint/  used  Digital  Equip- 
ment Corp.'s  AltaVista  Web  site 
(http://www.altavista.digital.com )  to 
search  the  Internet  for  leads  on  a  man 
he  was  investigating.  An  announce- 
ment of  a  Securities  &  Excliange 
Commission  enforcement  action 
against  his  target  popped  up  on 
the  SE(  Web  page  (http://www.sec 
.gov).  "It  was  a  huge  hit,  and  it  was 
free,"  marvels  Mint/.. 

Some  of  the  best  on-line  informa- 
tion isn't  free.  For  $15  CDB  Infotek  in 


Santa  Ana,  Calif,  will  scan  databases  of 
bankruptcies,  liens,  deeds  and  civil 
suits  for  appearances  of  a  given  name. 
If  it  finds  any,  you  can  order  tip  all  of 
the  details  for  another  $85  or  less. 
Drawback:  CDB  is  aimed  at  corporate 
buyers  doing  a  lot  of  repeat  business. 
It  assesses  a  $199  sign-up  charge  and 
a  $25  monthly  maintenance  fee.  De- 
pending on  what  you  are  looking  for, 
you  may  do  better  using  a  competing 
serv  ice  from  Information  America  in 
Atlanta  ($55  monthly  fee,  $15  for  a 
scan  of  databases). 

Another  option:  Get  your  lawyer's 
librarian  or  paralegal  to  do  the  search 
(if  he  knows  how),  or  hire  an  indepen- 
dent searcher.  Freelancers  (and  the 
databases  they  use)  are  listed  in  the 
Burwell  World  Directory  of  Informa- 
tion Brokers  and  the  Sourcebook  of 
Online  Public  Record  Experts. 

Author  Tom  Clancy  seems  to  have 
been  a  victim  of  an  investment  man 
ager  who  allegedly  squandered  mon- 
ey entrusted  to  him  for  investment 


mostly  in  the  stock  market.  In  a  press 
release  issued  last  Nov  ember  after  dis- 
covering he  and  his  wife,  Wanda,  w  ere 
apparently  out  the  SI. 4  million  they 
put  up,  Clancy  said,  "I  wonder  if 
there  really  is  a  defense  against  some- 
one who  is  so  wrong  that  they  will  say 
anything  and  produce  completely 
phony  documents  and  reports  in  or- 
der to  hold  together  a  complex  tissue 
of  lies." 

Yes,  there  is  a  defense:  Pick  up  the 
phone.  If  Clancy  had  called  the 
Maryland  Securities  Division,  he 
would  have  discovered  that  the  mon- 
ey manager,  Richard  Scott,  who  al- 
legedly claimed  his  stock  picks  re- 
turned an  av  erage  30%  a  year,  w  asn't 
registered  as  an  investment  adviser. 
He  might  also  have  prevented  the 
losses  by  demanding  statements 
from  PaineWebber,  where  Scott  sup- 
posedly set  up  an  account  on  his 
behalf 

Patil  Knapp,  68,  chairman  of  Iow  a 


Realty  Co.,  the  largest  real  estate  bro- 
kerage firm  in  the  state,  didn't  know 
about  the  Central  Registration  De- 
pository (crd),  a  computer  database 
containing  the  disciplinary  and  em- 
ployment record  of  every  stockbroker 
in  the  nation,  when  he  started  doing 
business  with  stockbroker  Nicholas 
Fegen  in  1992. 

The  c  rd  at  that  time  showed  Fegen 
had  been  fired  by  Shearson  Lehman  in 
January  1992  and  had  a  history  of 
investor  complaints  dating  back  to 
1987.  "If  I  had  known  what  was  in 
there,  I  would  have  been  leery  of 
doing  business  with  him,"  says 
Knapp.  Instead  he  relied  on  the  fact 
that  his  son  w  as  a  friend  of  Fegen's 
and  that  Fegen  worked  for  a  firm, 
Stifel,  Nicolaus  &:  Co.,  recommended 
by  one  of  his  own  friends. 

Fegen's  crd  record  is  longer  now. 
Iowa  regulators  charge  that  in  1993 
and  1994  Fegen  piled  Knapp  and 
other  clients  (often  without  permis- 
sion or  with  misrepresentations)  into 


a  speculative  bagel  company,  Skol- 
niks,  that  went  bankrupt.  In  April, 
w  ithout  admitting  the  charges,  Fegen 
agreed  to  be  permanently  barred  from 
selling  stocks  in  low  a. 

To  check  the  <  rd,  call  the  National 
Association  of  Securities  Dealers, 
w  hich  maintains  the  (  RD, at 800-2891 
9999.  Better  still,  call  your  state  secu- 
rities regulator.  The  NASD  won't  tell 
you  about  pending  complaints  that 
haven't  been  decided;  the  states  will. 
Phone  numbers  for  the  states  are 
posted  on  the  SE< 's  Web  page. 

There  was  no  trail  of  liens  or  disci- 
plinary actions  to  give  Hajime  Enjoj 
away — only  a  fantastic  bubble  of  a 
story  that  could  easily  be  burst.  He 
claimed  to  be  the  scion  of  a  rich 
Japanese  family  that  owned  a  large- 
share  of  the  Okura  Hotel  chain,  to 
be  a  partner  in  Boston's  Essex  Man- 
agement and  to  own  the  rights  to 
distribute  Bruno  Magli  shoes  in  the 
U.S.,  as  well  as  owning  the  New 
York  Bruno  Magli  store.  He  said  he 
could  deliver  returns  of  20%  in  just 
six  months  to  investors  w  ho  helped 
him  finance  the  import  of  shoes.  He 
had  socially  prominent  friends,  won 
through  his  membership  on  the 
board  of  Boston's  Big  Brother 
Association. 

Enjoji,  32,  wasn't  rich  and  didn't 
buy  any  shoes,  although  he  did  have  a 
desk  ( but  not  a  job  or  a  partnership )  at 
Essex.  The  money  went  for  high  liv- 
ing, including  $1 .3  million  of  Ameri- 
can Express  bills,  and  to  repay  early 
"investors"  who  w  ere  threatening  to 
sue  him. 

Enjoji  was  sentenced  in  November 
to  38  months  in  prison  for  defrauding 
investors  of  more  than  $6  million, 
including  $2.4  million  from  promi- 
nent Boston  money  manager  Andrew 
M.  Carter. 

FBI  agent  Liane  Ring  phoned  the 
New  York  Bruno  Magli  store  and 
found  Enjoji  didn't  own  it.  Indeed, 
the  victims  could  have  found  the 
name  of  the  real  ow  ner  and  the  real 
shoe  importer,  too,  on  CompuServe 
Go  to  the  Business  Database  Plus  on 
CompuServe  and  search  it  (full  text) 
for  Bruno  Magli.  Cost,  SI. 50  per 
story  you  read. 

Says  Mark  Pearlstein,  the  assistant 
U.S.  attorney  who  put  Enjoji  behind 
bars:  "It's  astounding  to  me,  but 
nobody  even  thought  to  ask."  M 


Tax  liens,  records  of  bankruptcies 
and  lawsuits  are  easier  to 
uncover  than  ever. 
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i  Vancouver  Grizzlies  of  the  NBA 

(Orca  Bay  Basketball  Limited  Partnership) 

irt  of  Orca  Bay  Sports  &  Entertainment 

The  undersigned  acted  as 
financial  advisor  in  structuring  and 
arranging  a  private  placement  of 
these  securities. 

irst  Union  Capital  Markets  Corp. 


This  announcement  appears  as  a  matter  of  record  only.  ©1996  First  Union  Corporation 
First  Union  Capital  Markets  Corp.  is  a  wholly  owned  subsidiary  of  First  Union  Corporation.  Kent  Kallberg,  Photography 
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We  wouldn't  do  it,  but  there  are  otherwise  rational 
investors  who  put  their  faith  in  psychics. 

And  who's  to  say 
they're  wrong? 


By  David  S.  Fondiller 


Terrie  Brill,  who  works  out  of  her 
home  in  Elk  Grove,  Calif.,  has  been 
a  professional  psychic  for  15  years. 
She's  had  her  ups  and  downs,  she 
says,  but  her  practice  has  taken  off 
ever  since  she  chose  a  specialty: 
financial  forecasting.  "I  have  more 
business  clients  than  ever  before — 
over  90% — that  want  to  invest 
money,11  she  says.  Her  forte:  individ- 
ual stocks,  bonds  and  commodities, 
as  well  as  the  big  economic  and 
political  trends. 

"What  happens  is,  my  vibratory 
rate  goes  down — my  blood  pressure, 
my  heart  rate — everything  slows," 
says  Brill,  54,  describing  one  of  her 
trances.  "There's  also  kind  of  a  veil 
in  front  of  me,  almost  like  every- 


thing is  blurred.  And  then  I  will  read 
the  name  of  the  stock  and  either  hear 
or  see  what  number  the  stock  is 
going  to  be  at." 

Ludicrous?  Well,  remember  that 
financiers  Cornelius  Vanderbilt  and 
J. P.  Morgan  routinely  consulted 
clairvoyants.  Oil  billionaire  H.L. 
Hunt  checked  in  with  a  fortune- 
teller before  signing  multimillion- 
dollar  deals. 

Among  Brill's  clients  are  real 
estate  agents,  stockbrokers,  execu- 
tives of  big  companies  and  Silicon 
Valley  entrepreneurs.  One  client  is  a 
stockbroker  and  vice  president  at  a 
Merrill  Lynch  office  on  the  West 
Coast.  This  broker  doesn't  want  to 
be  identified.  We'll  call  her  Nancy. 


Nancy,  34,  has  been  impressed 
with  Brill's  talents  ever  since  Brill 
accurately  predicted  the  size  of 
Nancy's  husband's  bonus.  In  a  simi- 
lar vein,  Brill's  trances  can  be  applied 
to  earnings  surprises.  Here's  the  the- 
ory: When  the  vision  materializes 
that  an  earnings  report  is  going  to 
come  in  well  above  the  IBES  forecast, 
you  load  up  on  the  stock.  Does  it 
work?  Of  course,  says  Nancy, 
thumbing  through  a  notebook  filled 
with  Brill's  recommendations  and 
citing  a  half-dozen  smart  calls,  such 
as  to  buy  Safeway  last  February. 

"She's  really  good  on  big-name 
companies  and  speculative  buys," 
Nancy  gushes.  For  such  tips,  Nancy 
pays  Brill  $5  a  minute.  Conveniently, 
sessions  don't  have  to  take  place  in 
person.  "I  have  literally  trained 
myself  to  be  able  to  see  over  the 
phone  lines,"  Brill  says.  But  her  ESP 
does  have  limits.  Nancy  says  Brill's 
vibrations  can't  pick  up  mergers  in 
advance,  which  would  be  helpful. 

Robert  C.H.  Parker  of  Minneton- 
ka,  Minn,  also  bills  himself  as  a  seer 
specializing  in  investments.  A  fast- 
talking  native  New  Yorker,  Parker, 
55,  explains  his  method:  50%  tarot 
cards,  50%  mental  attunement.  "It's 
based  on  tapping  a  certain  level  of 
mind  frequency,  because  human 
beings  work  in  advance." 

Parker  is  particularly  fond  of 
reviewing  initial  public  offerings  and 
mergers.  He  says  his  advice  is  at  least 
as  good  as  the  well-researched  rec- 
ommendations of  certified  financial 
analysts.  "I  just  don't  do  all  the 
paperwork  they  do."  One  of  his  loyal 
customers  is  the  head  of  institutional 
sales  at  R.J.  Steichen  &  Co.,  a  region- 
al brokerage  house  in  Minneapolis. 
Call  him  John. 

Last  fall  Parker  predicted  that  the 
initial  offering  of  NetStar,  a  Min- 
neapolis-based maker  of  high-perfor- 
mance computer  networking  equip- 
ment, would  be  a  blowout  success. 
John  says  his  firm  raised  the  size  of 
the  offering  and  ended  up  pulling  in 
about  an  extra  $1  million  in  commis- 
sions. Insists  John,  40:  "There  is 
something  to  it." 

Of  course,  there  could  be  this  to 
it:  The  popularity  of  flaky  investment 
strategies  is  a  sure  sign  of  speculative 
excess  and  a  portent  of  something 
bad  to  come  on  Wall  Street.  ■■ 


226 


Forbes  ■  June  17,  1996 


UNLIMITED  PARTNERSHIP 


KElkO  BERARD  IROM  BOUNC  with  RANDY  CHAMBERS  I- ROM  ARAMARK. 


ARAMARK  RECOMMENDED 

A     PLAN     TO     USE     THEIR     UNIFORM  SERVICES 

A  WHOLE  LOT  LESS. 


Here  at  Boeing  we're  always  trying  to  find  ways  to  improve.  You  might  say  it's  part  of  the  cult  are  around  here." 
]Keiko  Berard  of  Boeing.  "Well,  ARAMARK  came  in  with  a  spirit  very  much  like  our  own.  They  spent  quite  a  hit  of  time 
talking  to  employees  about  their  uniforms.  And  the  solution  we  uncovered  together,  using  fewer  uniforms,  was  right  on 
target.  They  are  now  handed  out  as  they  are  needed.  Simple.  Smarter  than  lockers  full  of  more  uniforms  than  we'd  ever  need. 
But  you  know,  I  consider  Randy  and  everyone  at  ARAMARK  to  be  part  of  the  team.  It's  a  relationship  that's  matured 
over  the  years.  And  along  with  our  uniforms,  they  also  handle  our  dining  and  vending  services.  I've  come  to  realize  that 
they  take  on  our  goals  and  expectations  as  their  own."  Do  less.  You'll  only  hear  that  at  ARAMARK  after  we've  spent  more 
time  digging.  More  lim,e  trying  new  ideas.  In  the  case  of  Boeing,  doing  less  was  right  for  Boeing.  And  Keiko  has  proof. 
"ARAMARK  reduced  inventory  40%.  Cut  costs  15%.  And  were  embraced  by  our  employees  100%." 

Of  COURSE  THERE'S  MORE  TO  TELL  ABOUT  UNLIMITED  PARTNERSHIP,  PI  I  ASE  <  A 1  I  1-8  00 -  ARAMARK.  Managed  Services,  Managed  Better. 
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Ill-fated  Venture? 

Venture  Stores,  a  mid- 
western  retailer  with  $2  bil- 
$       lion  in  sales,  is  selling  it- 
self as  a  turnaround.  Investors  are 
buying:  Venture's  shares  have  more 
than  doubled  this  year,  to  a  recent 
7%.  Fans  include  Michael  Price's 
Mutual  Series  funds,  which  owns  8% 
ofvEN's  stock. 

We'd  short  it.  Venture  is  shifting 
its  retailing  strategy  from  a  general 
discount  chain  to  an  emphasis  on 
apparel.  This  when  shoppers  are  cut- 
ting back  on  apparel  purchases. 

Bulls  point  to  last  quarter's  1  -cent- 
a-share  profit  (excluding  a  one-time 
gain),  versus  a  loss  of  10  cents  a 
share  a  year  ago.  But  much  of  that  was 
due  to  a  23%  cut  in  expenses:  same- 
store  quarterly  sales  were  down  19%. 
In  May  sales  were  down  20%  more. 
Inventories  are  flat  against  1995,  al- 
though Venture  has  six  fewer  stores. 

Streetwalker  hears  Venture  is 
talking  with  its  banks  about  reworking 
terms  of  the  $175  million  in  loans 
due  September  1997.  Bids  for  the  pa- 
per don't  indicate  optimism  that  the 
banks  will  give  Venture  much  flexibili- 
ty. The  loans  are  bid  at  just  75  cents 
on  the  dollar,  says  Marc  Lasry,  principal 
at  Am  roc  Investments,  which  trades 
such  paper.  "That  discount  is  not  a 
positive  sign  for  the  equity,"  he  says. 

Venture  has  $45  million  in  li- 
quidity, and  has  said  it  can  raise  $30 
million  or  so  in  debt,  possibly  by 
borrowing  against  real  estate  it  owns. 
That  may  briefly  boost  the  stock. 
Our  advice:  Short  into  strength. 


Taking  advice 

Scitex  Corp.  (scixf)  got 
a  rude  awakening  in  April: 
Investor  Davidi  Gilo 
made  a  hostile  $20-a-share  bid  for  the 
$738  million  (revenues)  maker  of 
computers  and  printers  for  publish- 
ers. Gilo  later  boosted  his  offer  to 
25,  but  when  the  Israeli  company  re- 
buffed him  again,  he  walked.  The 
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stock  now  trades  on  the  NYSE  at  19Vs, 
28  times  expected  1996  profits. 

Pre-Gilo,  investors  shunned  Sci- 
tex because  70%  of  its  sales  came  from 
its  mature  graphic  arts  business.  Sci- 
tex originally  sold  workstations  used 
by  publishers  to  edit  and  lay  out 
pages.  After  desktop  publishing  took 
off,  Scitex's  workstations — which 
sold  for  up  to  $1.5  million  apiece — 
got  too  pricey.  Scitex's  earnings 
dropped  to  30  cents  a  share  in  1995, 
down  82%. 

Scitex  management  knows  it 
must  do  something  to  boost  its  stock, 
so  it  hired  Alex.  Brown  and  Gold- 
man, Sachs  to  advise  it.  One  valuable 
asset  is  its  digital  printing  division, 
which  sells  machines  that  print  up  to 
6,000  black-and-white  pages  a  min- 
ute. Another  gem:  its  digital  video 
business.  This  equipment  converts 
video  and  film  footage  so  it  can  be 
edited  on  a  computer. 

Robert  Feinblatt,  a  Furman  Selz 
analyst,  thinks  Scitex's  advisers  might 
urge  it  to  spin  off  an  interest  in  the 
printing  and  video  divisions  into  pub- 
licly traded  entities.  He  figures  that 
could  lift  the  stock  to  28  by  year-end. 

Recovery  in  the  bag? 

jlk.    Breed  Technologies' 
(  bdt  )  shares  hit  a  rough 
patch.  At  a  recent  23%, 
they're  down  from  a  1994  high  of 
427/8  and  trade  at  1 1  times  estimated 
fiscal  1996  profits. 


Philip  Fricke,  a  Prudential  Securi- 
ties analyst,  is  bullish  on  Breed.  He 
thinks  it  will  hit  38  by  the  end  of 
1996,  a  45%  jump  from  today's  levels. 

Founded  by  Allen  Breed 
(Forbes,  Oct.  18,  1993) — who,  with 
his  wife,  owns  57%  of  the  compa- 
ny— Breed  Technologies  makes  sen- 
sors used  to  trigger  the  inflation  of 
air  bags  in  cars. 

Breed's  profits  slowed  as  auto 
makers  switched  from  its  original  sen- 
sor, which  cost  about  $48  a  system, 
to  more  sophisticated  models  that  sell 
for  63%  less.  Whereas  the  original 
product  was  triggered  after  abrupt 
changes  in  a  car's  speed,  the  newest 
models  will  be  more  sensitive  and  take 
into  account  things  like  a  passen- 
ger's position  before  triggering. 

Fricke  thinks  Breed  will  make  up 
for  the  lower  sales  price  by  increasing 
its  share  of  the  new  sensor  market 
and  by  moving  beyond  sensors. 
Through  acquisitions,  it  now  makes 
all  the  parts  needed  to  manufacture  an 
air  bag,  plus  the  steering  wheel  on 
which  the  air  bag  rests.  Its  next  pur- 
chase may  be  a  seatbelt  maker. 

Fricke  expects  profits  to  rise  just 
10%  in  fiscal  1997  (ending  June  30). 
But  in  fiscal  1998  he  expects  profits 
to  leap  37%,  to  $3.15  a  share. 

Lemons 

mmm    The  stocks  of  companies 
■^mL    that  have  filed  for  Chapter 
1 1  may  look  cheap  in  a 
pricey  market,  but  investors  in  such 
deals  almost  always  end  up  with 
pennies  on  the  dollar.  Case  in  point: 
Morrison  Knudsen  Corp.  Even  af- 
ter repeated  warnings  (Forbes,  Feb. 
12  and  Mar.  11),  some  readers  felt 
the  shares  were  a  steal.  No  way.  Den- 
nis Washington's  acquisition  of  MK 
notwithstanding  (Forbes,  May  20), 
its  shares  will  likely  be  worth  8  cents 
each  when  the  company  emerges 
from  bankruptcy  later  this  year.  The 
stock's  overpriced  at  a  recent  1%. 

Other  lemons  include  Edison 
Brothers  (ebs),  at  2xh;  Bradlees  (BLE), 
at  1%;  and  Today's  Man  (tmanq)  at 
1%.  We'd  suggest  you  short  these 
stocks,  but  brokers  rarely  let  custom- 
ers short  shares  trading  below  $5.  WM 
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Our  Business  Is  Helping  Y)urs 
Buy  What  Money  Can't. 

Up  the  road  ahead, 
there  are  some  challenging 
opportunities  for  your  busi- 
ness. And  money  alone  can 
only  take  you  so  far.  When 
you  need  help  beyond  creative 
financing,  we  can  make 
sure  you're  headed  in  the 
right  direction.  After  all,  we 
get  involved  in  areas  most 
financial  service  companies 
wouldn't  dream  of  to  provide 
real  value.  Like  helping  a  major  shipping  company  establish  a  distribution  network  to  ensure  adequate 
ware  parts  availability.  Or  helping  a  leading  mortgage  company  make  housing  more  affordable  for 
'ow-income  families  and  dramatically  increasing  its  affordable  lending. 

At  GE  Capital  Services,  we're  26  diversified  businesses.  And  each  one  is  dedicated  to  developing 
nd  delivering  products  and  services  that  help  make  your  dollar  worth  more  than  a  dollar.  If  you're  looking 
"or  some  smart  business  help,  call  1-800-243-2222.  And  let  us  give  you  a  few  of  the  things  money  can't  buy. 


GE  Capital  Services 

Our  Business  Is  Helping  Yours" 


AMERICOM   •   AUTO  FINANCIAL  SERVICES   •   AVIATION  SERVICES  •   COMMERCIAL  EQUIPMENT  FINANCING   •   COMMERCIAL  FINANCE 
COMMERCIAL  REAL  ESTATE  FINANCING  AND  SERVICES  •  CONSOLIDATED  FINANCIAL  INSURANCE   •  CONSUMER  FINANCIAL  SERVICES 
EMPLOYERS  REINSURANCE  CORPORATION  •   EQUITY  CAPITAL  GROUP  •   FINANCIAL  GUARANTY  INSURANCE  COMPANY  •   FLEET  SERVICES 
GE  CAPITAL  HAWAII  •  GENSTAR  •  GLOBAL  CONSUMER  FINANCE  •  GLOBAL  PROJECT  &  STRUCTURED  FINANCE  •  GNA  •  MODULAR  SPACE 
MORTGAGE  INSURANCE  •  MORTGAGE  SERVICES  •  PENSKE  TRUCK  LEASING  •  RAILCAR  SERVICES  •  RETAILER  FINANCIAL  SERVICES 
TECHNOLOGY  MANAGEMENT  SERVICES  •  TIP/TRANSPORT  INTERNATIONAL  POOL  •  VENDOR  FINANCIAL  SERVICES 


WHEN  you  SPEND  as  MUCH  TIME  WORRYING 

j 

about  your  POLICYHOLDERS  as  your  SHAREHOLDERS, 
an  INTERESTING  THING  HAPPENS. 


Total  Net  Premium 


58,902,000,000 


$i  49,000,000 


Si  77,000 


56,224,178 


J&&8S8L 


Based  on  total  net  premium  for  ITT  Hartford  Group. 


WORLDWIDE 
PROPERTY  &  CASUALTY 


WORLDWIDE  LIFE 


No  One's 
Better 
Prepared  jor 
Tomorrow. 


At  ITT  Hartford,  taking  care  of  our  customers  isn't 
just  one  of  our  many  goals.  It's  our  first  priority. 

We  do  everything  in  our  power  to  anticipate  their  needs. 
From  developing  better  products  and  services  to  arriving  with  a  claim  check  as  soon  as 
disaster  strikes. 

As  a  result,  we've  huilt  an  incredibly  loyal  customer  base.  We've  attracted  millions  of 
new  customers.  And  we've  managed  to  grow  steadily  for  nearly  200  years.  So  the  way     ITT  HARTFORD 
we  see  it,  if  we  keep  looking  after  our  customers'  future,  our  future  will  take  care  of  itself. 


THE  FORBES/ BARRA  WALL  STREET  REVIEW 


BY  RON  BOONE  JR. 


Sell  computer  stocks  and  buy  drug 
stocks.  That's  the  advice  of  Catherine 
Ayers-Rigsby,  president  of  Ceros 
Portfolio  Management  Co.  in  Fairfax, 
Va.  So  far  this  year  Ayers-Rigsby 's 
firm  has  sold  positions  in  stocks  like 
Novellus  Systems,  which  makes  semi- 
conductor manufacturing  equipment; 
LSI  Logic,  which  makes  high  perfor- 
mance semiconductors;  and  Paramet- 
ric Technology,  which  sells  design 
automation  software. 

She  has  been  buying  pharmaceuti- 
cals. Among  them:  Eli  Lilly  (62%), 
whose  first-quarter  sales  of  anti- 
depressant Prozac  were  up  27%  from 
last  year,  to  $579  million,  and  Chiron 
( 104J4),  a  rapidly  expanding  designer 
of  genetically  engineered  drugs. 
Another  pick  in  this  sector  is  Gen- 
zyme  (6154),  which  sells  for  a  relative- 
ly cheap  28  times  1996  estimates  of 
$2.20  a  share. 


Special  focus 


Although  U.S.  sales  of  cars  and  trucks 
are  not  expected  to  increase  this  year, 
analysts  remain  optimistic  about  the 
earnings  of  firms  that  make  car  parts  and 
accessories.  All  the  stocks  below  are 
expected  to  earn  at  least  8%  more  this 
year  than  they  did  last  year.  The  most 
expensive  stocks  in  this  group  trade  at  1 3 
times  estimated  1996  profits. 

The  right  parts 


The  overall  market 


Company 

Recent 
price 

'95  vs  '96 
%  chg  EPS 

Borg-Warner  Automotive 

4iy4 

11% 

Dana 

34»/2 

9 

Durakon  Industries 

13  Vs 

14 

Mark  IV  Industries 

217/s 

21 

MascoTech 

153/8 

42 

Modine  Mfg 

27 

8 

Stant 

llVl 

18 

Walbro 

21 

23 

The  Barra  All-US  price  index  as  of  5/23/96 


12-month  closeup 


1200 


'86  '87 


'89    '90    '91    '92    '93    '94    '95  '96 


MJJ   A  S0NDJ  FM  AM 

'95  '96 


Closeup  on  the  markets 


Index  or  investment 


2-week  change 


%  change  from 
1  year  ago       5-year  high 


Barra  All-US  index 

4.4  % 

28.2  % 

-0.4% 

S&P/Barra  Growth  index1 

5.6 

32.2 

-0.1 

S&P/Barra  Value  index2 

4.1 

 | 

29.6 

-0.5 

Dow  Jones  industrials 

5.2 

1 

30.6 

-0.3 

S&P  500 

4.7 

27.9 

-0.4 

NYSE 

4.6 

27.6 

-0.3 

Nasdaq 

5.1 

42.3 

0.0 

PSE  Tech  100 3 

2.9 

33.2 

-1.9 

EAFE" 

-0.8 

■ 

7.5 

-2.9 

CRB  futures  index''6 

-1.3 

9.1 

-1.9 

Gold  (Comex  spot) 

-0.5 

1 

1.5 

-5.7 

Yen  (per  $US) 

2.1 

1 

26.0 

-13.8 

Oil  (W  Texas  Intermediate) 

9.2 

-8.5 

The  best  and  worst  performing  stocks 


2-week 

1996 

2-week 

1996 

Best 

Price 

change 

EPS' 

Worst 

Price 

change 

EPS' 

Wireless  Telecom* 

15  1/4 

69% 

$0.50 

Global  Village  Commun 

Hi/8 

-37% 

$1.01 

Iomega* 

51  1/4 

62 

0.45 

Employee  Solutions 

28i/8 

-31 

0.73 

CyberCash 

58  1/4 

53 

-2.32 

Isolyser 

13 

-28 

0.28 

ParcPlace-Digitalk 

13  1/2 

49 

0.21 

ValuJet  Airlines 

13  VI 

-28 

0.72 

Harmonic  Lightwaves 

20  3/4 

48 

0.34 

Cognex 

173/8 

-27 

1.02 

The  best  and  worst  performing  industry  factors8 


Best 

2-week 
change 

Since 
12/31/95 

Worst 

2-week 
change 

Since 
12/31/95 

Tobacco 

18.7% 

16.4% 

Misc  mining  metals 

-4.6% 

5.7% 

Beverages 

9.6 

24.4 

Aluminum 

-3.1 

6.3 

Thrifts 

8.1 

0.8 

Precious  metals 

-2.2 

22.0 

Air  transport 

6.8 

8.7 

Iron  &  steel 

-1.3 

-4.0 

Financial  services 

6.7 

18.6 

Forest  products 

-0.4 

16.8 

-  MM  MM  MnHMM  M 

Sources:  Value  Line  Database  Service  via  OneSource 
Information  Services;  IBES  Express. 

Note:  Data  for  period  ending  5/23/96.  The  Barra  All-US  price  index  consists  of  all  publicly  traded  common  U.S.  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  traded  on  U.S. 
markets.  ADRs,  REITs  and  closed-end  funds  are  excluded. 1  Total  return  of  a  portfolio  of  more  than  1 50  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above-average  earnings 
growth.  ?Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  'A  price-weighted  index  of  100  widely-followed  U.S. 
technology  stocks.  Base  value  =  50  (adjusted),  12/31/82. '  A  dollar-denominated  capitalization-weighted  index  of  more  than  1,100  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan 
Stanley  Capital  International. 5  Index  of  21  commodity  futures.  'Source:  Knight-Ridder  Financial  Publishing.  'Estimate.  Source:  IBES  Express. 8 Shows  return  to  the  industry  factor  after  controlling  for  other 
influences,  including  company  size,  value  and  growth  characteristics.  Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups.  *Split  adjusted.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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The  best-performing  funds  below  did  well  over  the  past 
1  cars  and  also  delivered  honor  grades  in  both  bull 
and  bear  markets.  Stock  rlinds  had  to  earn  at  least  a  "B" 
rating  in  both  up  and  down  markets;  bond  funds  had  to 
earn  a  "B"  or  better  in  up  markets  and  an  "A"  or  better 
in  down  markets.  First  Eagle  Fund  of  America  met  these 
criteria  and  returned  19.6%  (annualized)  over  the  past 
five  years,  to  the  S&p's  14.9%.  The  best  bond  fund, 
Fidelity  Advisor  High  Yield-A,  averaged  a  16.1%  return 
over  the  past  five  years  on  its  portfolio  of  junk.  Among 
the  worst  funds  over  this  period  were  those  investing  in 
growth  stocks,  gold  and  the  Pacific  Rim. 


Biggest  asset  gains 


Forbes  rating 
UP  DOWN 
markets 


A 
A 

C 
A+ 


Fund 

Vanguard  index— 500  portfolio 
Fidelity  Growth  &  Income 
Fidelity  Contrafund 
Fidelity  Magellan  Fund 
Investment  Co  of  America 
AIM  Equity— Constellation-A 
Washington  Mutual  Investors 
EuroPacific  Growth  Fund 


YTD 

gain 
($mil) 

3,293 

2,783 

2,460 

2,458 

1,627 

1,597 

1,545 

1,413 


The  best  performers 

Forbes  rating 

Total  return5 

UP  DOWN 

markets 

5-year 

Fund  (annualized) 

1-year 

Diversified  equity 

B 

B 

First  Eagle  Fund  of  America 

19.6% 

38.5% 

B 

B 

Legg  Mason  Value  Trust-A 

17.7 

37.5 

B 

B 

Nicholas  Limited  Edition 

17.5 

43.9 

B 

A 

Clipper  Fund 

17.2 

30.7 

B 

B 

Fidelity  Growth  &  Income 

17.1 

30.5 

Foreign  and  sector  funds 

A 

B 

United  Science  &  Technlogy-A 

22.0 

56.3 

B 

B 

Fidelity  Select-Telecommunications 

19.4 

25.5 

A 

A 

Vanguard  Special-Health  Care 

18.7 

44.6 

A 

B 

Fidelity  Select-Medical  Delivery 

15.6 

33.2 

B 

A 

Fidelity  Select-Food  &  Agriculture 

15.2 

27.3 

Fixed  income 

B 

A 

Fidelity  Advisor  High  Yieid-A 

16.1 

14.7 

B 

A+ 

Kemper  Diversified  Income-A 

14.0 

11.3 

B 

A 

Merrill  Lynch-High  Income-D 

13.8 

12.0 

B 

A 

Janus  Flexible  Income 

11.4 

12.9 

B 

A 

Putnam  Diversified  Income  Trust-A 

10.7 

12.2 

Performance  of  high  vs.  low  P/E  funds 


Low  P/E  funds4 


1UU  « 

1993 

1994 

1995 

1996 

The  worst  performers 

Forbes  rating 
UP  DOWN 
markets 

Fund 

Total  return5 
5-year     1 -year 
annualized) 

Diversified  equity 

D 

D 

Sentinel  Growth  Fund 

9.2% 

22.6% 

D 

C 

20th  Century  Select  Investors 

9.4 

19.9 

D 

C 

EV  Traditional  Special  Equities 

9.5 

26.8 

D 

C 

Capstone  Growth  Fund 

9.6 

23.1 

D 

c 

Ariel  Growth  Fund 

9.9 

20.3 

Foreign  and  sector  funds 

D 

D 

United  Services-Gold  Shares 

-3.8 

2.0 

D 

•  c 

Japan  Fund 

0.0 

8.4 

D 

c 

Nomura  Pacific  Basin 

6.7 

13.3 

C 

c 

Invesco  Intl— Pacific  Basin 

6.7 

13.7 

D 

D 

Fidelity  Pacific  Basin 

7.8 

8.2 

Fixed  income 

D 

Fidelity  Global  Bond 

4.0 

3.6 

D 

D 

Investors  Trust-Government-A 

5.1 

6.7 

C 

D 

Hancock  Global  Income-A 

5.2 

5.4 

D  $ 

C 

MainStay-Government-A 

5.8 

6.6 

D 

c 

Delaware  Group  US  Government-A 

6.0 

6.0 

Note:  To  be  rated,  equity  funds  must  be  in  existence  since  8/31/87;  taxable  bonds,  3/31/91.  'Monthly  net  sales  of  open-end  funds.  Net  sales  are  purchases  by  investors, 
including  reinvested  dividends,  less  redemptions,  includes  tax-free  and  foreign  bond  funds.  Source:  Investment  Company  Institute.  3LEAR  high-growth  rate  index.  4LEAR  low- 
priced  value  index.  5Period  ended  4/30/96.  Principal  source:  Lipper  Analytical  Services,  Inc. 


232 


Forbes  ■  June  17,  1996 


i%  FORBES  MUTUAL  FUNDS  PORTFOLIO 


ADVERTISEMENT!  1 


UTXJAL 


II 

..vi_utual  funds  continue  lo  provide 
attractive  investment  opportunities. 
That's  why  FORBES  offers  its  readers 
The  Forbes  Mutual  Funds  Portfolio. 
This  direct  response  section  makes  it 
easy  for  you  to  review  some  of  today's 
most  interesting  and  profitable 
funds.  Each  of  the  funds  featured  in 
this  portfolio  will  provide  you  with  a 
prospectus.  Before  sending  money, 
read  each  prospectus  carefully  to 
make  sure  you  are  making  the  right 
investment  choice. 

Investment  return  and  principal  value 
of  an  investment  will  fluctuate  so  that 
an  investor's  shares,  when  redeemed, 
may  be  worth  more  or  less  than  at 
original  cost.  Fund  shares  are 
neither  insured  nor  guaranteed  by 
the  U.S.  Government. 

To  request  information  on  these 
companies  look  for  the  Mutual  Funds 
Portfolio  listing  on  FORBES  reader 
service  card  bound  into  this  issue  or 
call  the  800  numbers  provided. 


f 


Pack  Your  Portfolio  with 
the  Power  of  Dividends. 

Delaware  Qroup  offers  two  funds  that  put  the 
Decatur  dividend  approach  to  work  for  you.  The 
Decatur  Funds  invest  primarily  in  U.S.  stocks, 
which  pay  above-average  dividends  and  are 
believed  to  have  potential  for  long-term  capital 
growth. 

Decatur  Total  Return  Fund  seeks  long-term  total 
return  and  offers  quarterly  dividends. 

Decatur  Income  Fund  seeks  high  current  income 
and,  unlike  most  other  equity  income  funds,  pays  a 
monthly  dividend. 

The  Decatur  Funds  are  member  funds  of  the  67- 
year-old  Delaware  Group,  which  today  manages 
mutual  fund  and  institutional  assets  of  more  than 
$28  billion. 

Call  1-800-552-6021 

Call  your  financial  adviser  or  Delaware  Group 
today  for  a  free  prospectus  containing  more  com- 
plete information,  including  sales  charge  and  other 
expenses.  Please  review  it  before  you  invest  or  send 

DELAWARE 

Philadelphia  •  London 


money. 


i  Distributors,  LP.,  Underwriter 
Circle  Reader  Reply  Card  It  1 


Do  you  Zig  when  you  should  Zag? 


Do  you  find  yourself  going  in  ihe  wrong  direction  when  making  investment  decisions? 
Tlit-  Enterprise  Managed  Fund  is  a  flexible  portfolio  providing  diversification  among  stocks, 
bonds  and  cash  positions.  In  the  event  of  a  market  downturn,  this  fund  has  the  ability  to  seek 
the  best  ;isset  allocation  -  the  Manager  decides  when  to  zig  and  zag  for  you. 
The  Enterprise  Managed  Fund  is  one  of  1996  top  performers  in  its  category. 
The  fund  ranks  #9  out  of  188  funds 
(for  the  12  months  ending  3/31/96) 
by  Lipper  Analytical  Services. 


lized  Return 
Inception" 


Call  1-800-432-4320.  ext.  1 


nice  Inceptio 

23.6%* 


Enterprise 

Es&JL.  GROUP  OF  FUNDS 

Invest  With  the  Pros  The  Professionals  Use 

meil  *  hlchtilc*  /nuuiiuiiii  .w/c.  Jkin^  <>t  I     .   huifliuit  .&//<-  10/ ISM  :  -,1.v  njysi/% 


Chronicling  the  history  of  Americas  capital  markets 
Please  visit  our  new  exhibit  commemorating 

fine  200tli  4nniver5a.ry  of 

^Jlie  -American  &anh  ^]ote  Company 
24  Broadway,  New  York,  NY  10004 

(212)  908-4519;  Fax:  (212)  908-4601 

11:30  AM  to  2:30  PM  Monday  thru  Friday  or  by  appointment 
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ADVERTISEMENT 


OS 


The  Kaufmann  Fund' 

A  Small  Company  Aggressive  Growth-  Fund 


#f  Performing  Fund  Since 
the  Market  Low  of  1987 

—  per  Mutual  Fund  Forecaster* 


S&P  L  KAUFX  |^ 
500  FUND 


Ten  year   18.2% 

One  year  40.2% 

Period  End.ng  3/31/96 


Lawrence  Auriana  and  Hans  Utsch, 
Portfolio  Co-managers 


Morningstar  5-Star  (*****)  Rating 

(Out  of  1 ,469  equity  funds  as  of  3/31/96) 


For  a  prospectus  cpM. 


(800)  346-5263 


<  )u1  c  >f 637  open-end  equity  funds,  for  the  period  of  12/4/87  -  3/31/96. 
*Momingstar  ratings  are  subject  to  change  every  month  and  are  calculated  from  the 
fluids'  three-and  five-year  average  annual  returns  with  appropriate  sales  charge 
adjustments  and  a  risk  factor  that  reflects  performance  relative  to  three-month 
Treasury  bill  monthly  reUuns.  Ten  per  cent  of  the  fluids  in  an  investment  category 
receive  five  stars. 

Total  returns  for  periods  ending  Mar  ch  31,  1996  are  historical  and  include  change  in 
share  price,  reinvestment  of  dividends  and  capital  gains.  There  is  a  0.2%  redemption 
fee  and  a  12b- 1  fee  in  excess  of  0.25%  The  S&P  is  an  unnianaged  index  consisting  of 
the  common  stock  of  500  publicly  traded  U.S.  companies.  For  more  complete 
infonnation  including  charges,  expenses,  and  risks  on  small-cap  stocks  please  read  the 
prospectus  carefully  before  you  invest.  The  performance  cited  represents  past 
performance  which  is  not  indicative  of  future  results;  investment  performance 
fluctuates;  fund  shares  when  redeemed  may  be  worth  more  or  less  than  original  cost 
The  prices  of  small  company  stocks  are  generally  more  volatile  than  those  of  large 
companies. 

The  Kaufmann  Fund,  Inc. 

Fax  (212)  661-2266  •  Internet  -  http://www.kaufmann.com 


LEXINGTON  CROSBY  SMALL  CAP  ASIA  GROWTH  FUND 


A  no-load  Fund  which  seeks  long-term  capital  appreciation 
by  investing  in  small  cap  growth  companies  in  the  Asia  region 
with  a  market  capitalization  of  less  than  $1  billion. 


Why  Small  Caps  in  Asia? 
•  Growing  middle  class 
•  High  savings  rate 
•  Substantial  foreign  investment 
•  Infra-regional  trade  growing 


Lexington  Funds  Distributor,  Inc.,  Distributor 
1-800-526-0057 


(4/96) 


Lexington  Goldfund 


Gold  Bullion  and  Gold  Mining  Shares 

A  no-load  Fund  which  seeks  to  provide  capital  appreciation 
by  investing  in  a  careful  mix  of  gold  bullion  and  gold 
mining  shares  throughout  the  world. 


a. 


Consider  A  Gold  Investment  For: 
•  Capital  Appreciation  Potential 
International  Portfolio  Diversification 
•  Inflation  Hedge 


Lexington  Funds  Distributor,  Inc.,  Distributor 
1-800-526-0057 


(4/96) 


A  TRIUMPH! 

America's  top  financial  writers  tout 

Value  Line  Fund  Analyzer... 

"Value  Line  has  stolen  the  lead  in  software...  [its]  Fond  Analyzer  now  offers 
investors  better  tools  at  about  half  the  price." 

Worth  Magazine,  June  1996 

"What' s  the  best  way  to  diversify  your  fund  portfolio?  Some  new  software 
from  Value  Line  helps  you  find  out" 

Forbes,  May  6, 1996 

"The  portfolio-modeling  features  of  Value  Line's  Fund  Analyzer,  its  weekly 
updates,  and  low  pricing  make  it  compelling...  [its]  easy  navigation  system 
makes  it  the  dear  winner." 

Individual  Investor,  May  1996 

Fund  Analyzer's  "software  offers  some  ingenious  charts  that  slice  and  dice 
the  blended  portfolios  of  funds  you've  picked,  and  compare  their 
risk/reward  performance  with  that  of  the  S&P  500  and  other  benchmarks. 
It's  an  innovative  tool  that  really  adds  value..." 

Borrons,  March  4, 1996 

See  for  yourself  why  the  experts  are  praising  Value  Line  Fund  Analyzer 
with  its  coverage  of  5000+  funds  and  over  120  search  fields. 

Try  it  for  2  months  for  only  $50  and  get  a  FREE  link-up  to  Value  Line  Online 
for  weekly  data  updates  —  and  see  the  returns  on  your  investment. 


$50  2-MONTH  TRIAL  OFFER 
Call  1-800-284-7607  ext  2421 


7-days-a-week,  24-hours-a-day  Have  your  credit  card  handy. 


Wlr  Value  Line  Fund  Analyzer 


Specify  CD-ROM 
or  3  5"  diskette 


V 


220  East  42nd  Street,  NY,  NY  1 00 17-589 1 


System  Requirements.  Windows  3  1  or  Windows  '95,  486  or  higher  recommended. 
4MB  RAM  minimum  (8MB  recommended)  Windows  is  a  trademark  of  Microsoft  Corp 
This  is  a  non-refundable  offer. 


FORBES  READERS  ARE 
MUTUAL  FUND  BUYERS 


Forbes'  765,000  subscribers  are  affluent  and  active 

investors  with  an  average  household  income  of 
$232,000  and  an  average  net  worth  of  $2,180,000. 

In  addition: 

•  73%  own  mutual  funds. 

•  The  average  value  of  their  mutual  funds  is 
$146,000. 

•  98%  have  an  investment  portfolio. 

•  The  average  value  of  their  total  investment 
portfolio  is  $2,076,000. 


To  learn  more  about  advertising  your  fund  in  the 
FORBES  Mutual  Funds  Portfolio,  please  call: 


Donna  Tarr 
(212)  620-2339,  fax:  (212)  620-2472 

Source:  Forbes  1993  Subscriber  Study,  Erdos  &  Morgan/MPG 


ADVKK  l  lSliMliN  I  .i 
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I       Selected  American  Shares 
really  made  the  grade  with  Forbes. 


An  investor  who  made  a  $1,000  investment  in  Selected  American  Shares  on  February 
28,  1933  would  liavc  an  investment  'worth  $1,530,838  as  of  December  31,  1995  including 
reinvested  dividends  and  capital  gains  distributions.  This  sample  is  used  for  illustrative 
purposes  only  and  is  not  indicative  of  future  performance  of  the  fund. 


$1,000 
invested 

12/28/33 


We  earned  an  A 
in  a  "down"  market  and 
a  B  in  an  "up"  market. 

Over  the  four  decades  that 
Forbes  has  been  rating  mutual  funds, 
one  theme  has  been  constant:  Before 
buying  a  fund,  you  must  evaluate  it 
in  bear  as  well  as  bull  markets.  The 
Forbes'  survey  does  just  that,  which 
sets  it  apart  from  competing  round- 
ups of  fund  performance  that  assume 
a  single  symbol  can  summarize  a 
fund's  behavior. 

We  are  especially  proud  of 
the  grades  Selected  American  Shares 
received.  This  clearly  reflects  upon 
the  expertise  of  our  fund  manager, 
Shelby  Davis.  Since  he  has  26  years 
of  experience  under  his  belt,  he  really 
knows  the  ups  and  downs  of  port- 
folio management  and  the  market. 

Of  the  more  than  1,800  funds 
rated  by  Forbes,  only  11%  received 
an  A  in  a  down  market.  So  you  can 
see  why  we're  so  excited.  We  think 
you  will  be,  too,  when  you  take  a 
moment  to  look  closer  at  Selected 
American  Shares'  performance. 
Investors  have  trusted  this  fund 
throughout  every  kind  of  market 
since  1933. 


12/31/43    12/31/53    12/31/63    12/31/73    12/31/83  12/31/93 


For  a  free  prospectus  call:  1-800-777-2646 


SELECTED 


No-Load  Mutual  Funds  Since  1933 

©  1996  Davis  Selected  Advisers,  LP. 


rnr 


OneSource 


FROM    S  C  H  WA  B 


Davis  Selected  Advisers, L.P 

is  the  distributor  of  The  Selected  Funds 

124  East  Marcy  Street  •  Santa  Fe,  JVM  87501 

Funds  rated  in  Forbes'  40th  Annual  Mutual  Fund  Survey  were  graded  on  a  curve  for  both  up  and  down  markets.  There  were  separate  grading  pools  for  funds 
that  have  survived  three  market  cycles  and  those  that  survived  only  two.  For  domestic  stock  funds,  the  first  of  Forbes'  three  up-and-down  ' market 
cycles  began  in  June,  1983,  ana  were  also  graded  against  one  another  over  three  bull  and  bear  market  cycles.  The  global  stock  and  foreign  cycles 
dated  back  to  march  1984.  junk  bonds  often  act  more  like  stocks  than  bonds,  so  were  graded  over  three  long  cycles  beginning  in  February  1987. 
However,  balanced  funds,  taxable  bond  funds,  municipal  and  global  bond  funds  were'  measured  against  a  blend  of  all  un  months  and  one  of  all 
down  months  over  the  last  five  years.  No  fund  less  than  one  year  old  was  included.  Stock,  balanced,  foreign  and  global  funds  must  have  at  least 
$50  million  in  assets  (up  from  $25  million  the  previous  year);  bond  and  tax-free  money  funds,  $100  million;  taxable  money  funds,  $500  million. 
To  get  a  letter  grade,  all  funds  must  have  met  the  asset  ininimums  in  force  throughout  the  time  periods  measured. 


The  data  quoted  represents  past  performance  and  the  investment  return  and  principal  value  of  the  investment  will  fluctuate  so  that  an  investor's  shares,  when  redeemed,  may  be 
worth  more  or  less  than  the  cost.  For  more  information  including  management  fees  and  distribution  charges  and  expenses,  write  or  call  for  a  free  prospectus  and  read  it  carefully 
before  investing. 

Charles  Schwab  &  Co.,  Inc.  (Member  SIPCfNYSE)  provides  recordkeeping  and  shareholder  services  for  this  fund.  This  information  should  not  be  construed  as  a  recommendation  or  endorsement  by  Schwab. 


Analysts  say  up  to 
30%  of  your  portfolio 

should  be  in 
international  funds. 

Schwab  says  not  a  penny 
should  be  in  loads. 

There  are  economies  around  the  world 
growing  as  fast,  if  not  faster,  than  the 
American  economy.  So  it's  no  surprise  that 
many  financial  analysts  and  investment 
advisors  recommend  that  as  much  as  a  third 
of  your  portfolio  include  mutual  funds  that 
expose  you  to  markets  outside  the  U.S.  That 
said,  know  that  with  Schwab's  Mutual  Fund 
OneSourcet  you  can  do  it  easily  and  cost- 
effectively.  OneSource  gives  you  a  choice  of  over  80  funds  in  the  international, 
global  and  emerging  market  categories,  and  every  one  is  free  of  loads  and 
transaction  fees.  That  means  more  of  your  principal  goes  to  work  for  you  right 
away.  Mutual  Fund  OneSource.  It  just  may 
open  up  a  world  of  opportunity  for  you. 
(International  funds  may  carry  additional  risk, 
including  currency  fluctuations,  political 
instability  and  foreign  regulation.) 


OneSource. 
The  Second  Schwab  Revolution. 


A  free  prospectus  containing  more  complete  information,  including  management  fees  and  other  expenses, 
is  available  through  Schwab.  Please  review  the  prospectus  carefully  before  investing.  Past  performance  is  no 
guarantee  of  future  results.  Returns  will  vary  and  shares  may  be  worth  more  or  less  than  original  cost  when  sold. 

Charles  Schwab  provides  recordkeeping  and  shareholder  services.  Schwab  receives  remuneration  from  Mutual  Fund 
OneSource  companies.  Schwab's  standard  transaction  fee  will  be  charged  on  each  redemption  of  fund  shares  bought 
with  no  transaction  fee  and  held  for  90  days  or  less.  Schwab  reserves  the  right  to  assess  Schwab's  standard  transaction 
fees  in  the  future,  should  short-term  trading  become  excessive,  as  well  as  the  right  to  change  the  funds  we  make  avail- 
able without  transaction  fees.  ©1996  Charles  Schwab  &  Co.,  Inc.  All  rights  reserved.  Member  SIPC/NYSE.  (6/96) 


Global  Equity  Funds 

Founders  Worldwide  Growth 
1NVESCO  Worldwide  Capital  Goods 
Janus  Worldwide 
Lexington  Global 
Montgomery  Global  Opportunities 
Montgomery  Select  Fifty 
Robertson  Stephens  Global  Low  Priced  Stock 
Robertson  Stephens  Global  Natural  Resources 
Royce  Global  Services 

International  Equity  Funds 

Artisan  International 
Founders  International  Equity 
Founders  Passport 
Hotchkis  &  Wiley  International 
IA1  Developing  Countries 
1AI  International 
INVESCO  International  Growth 
INVESCO  Latin  American  Growth 
Janus  Overseas 
Lexington  International 
Montgomery  International  Growth 
Montgomery  International  Small  Cap 
Neuberger  ck  Berman  International 
Oakmark  International 
Oakmark  International  Emerging  Value 
PBHG  International 
Schwab  International  Index  Fund~ 
SteinRoe  International 
Strong  International  Stock 
Twentieth  Century  International  Equity 
Vontobel  EuroPacific 
Warburg  Pincus  International  Equity 
Wright  EquiFund-Britain 
Wright  EquiFund-Germany 
Wright  EquiFund-Mexico 
Wright  International  Blue  Chip  Equities 

Emerging  Market  Funds 

Lexington  Worldwide  Emerging  Markets 

Montgomery  Emerging  Markers 
Robertson  Stephens  Developing  Countries 
Warburg  Pincus  Emerging  Markets 

Pacific  Equity  Funds 

Guinness  Flight  China  &.  Hong  Kong 
INVESCO.Asian  Growth 
INVESCO  Pacific  Basin 
Lexington  Crosby  Small  Cap  Asia  Growth 

Strong  Asia  Pacific 
United  Services  China  Region  Opportunity 
Warburg  Pincus  Japan  OTC 
Wright  EquiFund-Hong  Kong 
Wright  EquiFund-Japan 

Europe  Equity  Funds 

INVESCO  European 
INVESCO  European  Small  Company 

Vontobel  Eastern  European  Equity 
Wright  EquiFund-Belgium/Luxembourg 
Wright  EquiFund-Netherlands 

Wright  EquiFund-Nordic 
Wright  EquiFund-Switzerland 

Specialized 

Benham  Global  Natural  Resources  Index 
INVESCO  Worldwide  Communications 
Montgomery  Global  Communications 
United  Services  Global  Resources 


1  Select  List 

Free  Subscription 

For  an  objective  ranking  of  the  historically 
high-performing  funds  available  through 
Schwab,  call  for  two  free  issues. 

1-800-5'NO-LOAD 


Charles  Schwab 


PORTFOLIO  STRATEGY 


The  orderly  retreat 


BY  KENNETH  L.  FISHER 


Kenneth  L.  Fisher  is  a 
Woodside,  Calif.-based 
money  manager.  His 
third  book  is  100 
Minds  that  Made 
the  Market. 


One  reason  I  don't  anticipate  a  stock  market 
top  right  now  is  that  predicting  tops  is  not  part 
of  my  investing  method.  I  don't  even  trv.  I 
have  found  that  it  is  far  better  and  more  profit- 
able to  wait  until  I  can  see  that  a  market  peak 
has  in  fact  been  formed,  and  then  beat  an  orderly 
retreat.  There's  almost  always  plenty  of  time, 
especially  if  you're  in  the  right  kind  of  stocks. 

People  who  forecast  market  tops  depend  on 
foreseeing  forces  that  will  both  materialize  and 
make  the  market  tumble.  If  the  forces  don't 
appear,  neither  does  the  top.  And  even  if  they  do 
appear,  there  may  be  other,  unforeseen  events 
that  arise  and  offset  the  negative  developments 
they  did  anticipate. 

Almost  all  market  observers  try  to  predict 
the  spike  top.  Spike  tops  terrify  because  the  drop 
is  a  cliff — as  in  1987.  Spike  tops  are  often 
foreseen,  but  almost  never  actually  seen.  If  you 
track  the  market  with  multiple  stock  indexes, 
as  I  have  always  advocated,  you'll  be  hard  put  to 
point  to  a  single  spike  top  this  century.  Not 
even  1929  was  a  true  spike  top. 

What  generally  happens  when  bull  markets 
come  to  an  end  is  the  formation  of  a  long,  slow, 
rolling  top  that  lulls  away  fears  and  sucks  in 
megamoney  on  both  sides  of  the  top.  Then  the 
market  rolls  softly  south,  as  observers  think  it's 
a  mere  correction  before  the  next  up-leg.  They 
keep  throwing  money  in — easing  the  fall,  but 
not  braking  the  downward  momentum,  which 
later  gains  velocity  and  viciousness.  But  the 
point  is  this:  In  the  early  months  after  the  top  has 
been  reached,  there  is  still  time  to  get  out  of 
big,  liquid  stocks. 

How  much  time?  As  Joseph  D.  Goodman 
wrote  in  these  pages — Oct.  1,  1937:  "The  best 
one  can  hope  for  is  that  the  turn  in  the  main 
trend  can  be  detected  two  or  three  months  after 
it  has  taken  place."  (Goodman  was  Forbes' 
third-longest-running  columnist  ever,  and  my 
alltime  favorite.) 

That's  my  goal.  Three  months  after  a  top 
you  have  six  months'  more  information  than 
you  had  three  months  before  the  top.  And 
right  now,  looking  back,  I  see  no  evidence  that 
the  market  has  formed  a  top.  Almost  every 
single  stock  index  except  the  Dow  Jones  utilities 
is  hitting  new  highs  as  I  write.  Don't  expect  to 
hear  a  bearish  market  call  from  me  for  at  least 
three  months. 

Meanwhile,  stick  with  stocks  like  Texas  In- 
struments(5S,TXN),  which  is  big,  cheap,  a  leader 


in  its  field  and  highly  liquid — easy  to  sell  later, 
when  you  decide  that  the  time  has  come  to  get 
out.  Tl's  stock  hit  a  high  of  83  last  fall,  when 
everyone  thought  semiconductors  were  forever. 
Recently  at  17  times  estimated  1996  earnings, 
which  should  drop  to  $3.20,  80%  of  revenue, 
and  six  times  cash  flow,  the  stock  now  has  a  lot 
more  potential  than  it  does  risk. 

I  grew  up  with  Texas  Instruments,  whose 
able  chief  suddenly  passed  away.  I  also  grew  up 
with  fmc  Corp.  (69,  fmc),  which  is  also  big, 
strong  and  liquid.  It's  a  conglomerate,  into  ev- 
erything from  agricultural  chemicals  to  gold 
mining,  but  it's  well  managed  and  cheap  at  1 1 
times  this  year's  likely  earnings  and  57%  of 
revenue.  To  fund  it,  sell  a  smaller  conglomerate, 
like  the  Dynatech  (31,  DYTC)  I  recommended 
on  Feb.  14,  1994.  It  was  then  at  1 1,  which  I 
called  "too  cheap  by  half."  It  is  a  fine  firm,  but 
no  longer  so  cheap.  An  EMc/Dynatech  swap 
improves  your  valuations,  your  overall  quality 
and — very  important  late  in  a  bull  market,  it 
boosts  your  liquidity. 

I  have  urged  owning  both  Merrill  Lynch 
(66,  mer)  and  Bear,  Steams  (24,  BSC)  for  quite 
some  time.  Both  have  done  fine,  but  right  now 
I  would  favor  Merrill  over  Bear.  The  valuations 
are  relatively  similar.  But  I'm  a  little  discon- 
certed by  all  the  good  press  Bear,  Stearns  now 
gets  tied  to  the  new  book,  Memos  from  the 
Chairman,  by  Bear,  Stearns  Chief  Executive 
Alan  C.  (Ace)  Greenberg.  If  Greenberg  is  now 
seen  as  a  homespun  management  genius,  then 
the  stock  is  no  longer  relatively  unpopular. 
With  my  view  that  you  should  move  up  toward 

Almost  every  single  stock 
index  has  hit  new  highs.  Don't 
expect  to  hear  a  bearish 
market  call  from  me 
for  at  least  three  months. 


more  liquid  stocks,  I  would  favor  Merrill  over 
any  of  the  many  small  brokerage  firms  I  have 
recommended  over  the  years. 

Reader  Gerald  Kistner  is  the  most  recent  to 
write  asking  about  General  Host  {3,  gh),  which 
I  have  recommended  twice  since  1993,  at 
prices  as  high  as  7.  It  has  been  a  disaster — one 
darned  thing  after  another,  including  the 
weather  ( General  Host  is  America's  largest  gar- 
dening retailer).  I'm  not  averaging  down, 
but  despite  its  smallness,  lack  of  earnings  and 
steady  disappointments,  I'm  not  prepared  to 
bail  yet.  I'm  still  hoping  for  a  big  bounce.  At 
78%  of  book  value  and  16%  of  revenue,  a 
triple  from  here  is  not  at  all  inconceivable.  But 
as  I  have  said  before,  when  I'm  wrong  three 
times  in  a  row,  I'm  out.  Hi 
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FOREIGN  EXCHANGE 


The  good  ship  dollar 


BY  ANDREW  J.  KRIEGER 


Andrew  J.  Krieger  is 
managing  director  of  KB 
Partners,  Inc.,  a 
foreign  currency  in- 
vestment management 
and  hedging/overlay 
firm  based  in  Fort  Lee, 
N.J.  He  is  author  of 
The  Money  Bazaar. 


Inthh  Dec.  4,  1995  issue  of  FORBES,  I  wrote 
that  the  dollar  was  getting  set  for  a  major  recov- 
ery. I  thought  that  levels  of  1 10  against  the 
yen  and  1 .30  against  the  Swiss  franc  were  quite 
attainable.  Since  that  time  the  dollar  has  in- 
deed rallied  7%  against  the  yen  (now  at  1 09 )  and 
8%  against  the  franc  ( 1 .27),  but  I  never  imag- 
ined that  the  pace  of  the  move  would  have  been 
so  laborious.  The  volatility  in  the  currency 
markets  has  collapsed  to  nearly  unprecedented 
levels.  Many  participants  look  at  this  slow 
grinding  action  as  a  sign  that  the  dollar  rally  will 
soon  peter  out. 

I  could  not  disagree  more.  The  dollar  is  still 
in  the  nascent  stages  of  a  recovery  that  will  see  it 
at  much,  much  higher  levels  18  to  20  months 
hence.  U.S.  exporters  and  other  business  people 
vulnerable  to  a  more  muscular  dollar  should 
hedge,  now.  Investors  have  a  great  opportunity 
to  sell  Swiss  francs  and  yen,  buy  dollars  and 
lock  in  attractive  interest  rate  spreads. 

To  say  that  big  ships  turn  slowly  is  a  cliche 
but  an  apt  one  when  analyzing  the  global  cur- 
rency market.  Trading  volumes  are  stagger- 
ing, exceeding  $1  trillion  daily,  so  it  takes  a 
powerful  shift  in  sentiment  and  flows  to  drive  a 
trend  of  the  magnitude  I  am  forecasting.  After  a 
nearly  relentless  1 1  -year  bear  market,  the  dol- 
lar is  trying  to  shake  off  the  residual  negative 
sentiment  of  millions  of  market  participants 
whose  habitual  dollar-selling  has  been  repeated- 
ly rewarded. 

The  scales  are  now  overwhelmingly  tilted  in 
favor  of  the  dollar.  After  a  very  painful  cleansing 
process,  the  U.S.  economy  has  emerged 
leaner,  fitter  and  tar  more  competitive  than  I 
ever  imagined  possible.  Productivity  increases 
have  been  staggering,  global  outsourcing  has 
subdued  wage  pressures,  many  fiscal  expendi- 
tures have  been  sharply  trimmed  and  the 
savings/consumption  mix  has  turned  sharply 
higher  in  favor  of  savings. 

As  the  baby  boomers  move  into  their  peak 
savings  years  over  the  next  decade,  trillions  of 
dollars  of  fresh  household  financial  assets  will 
be  accrued  by  the  ever  more  thrifty  savers.  Over- 
all, the  U.S.  relies  less  and  less  on  foreign  funds 
to  finance  its  activities.  This  removes  a  heavy 
weight  which  has  been  steadily  pressing  down 
on  the  dollar's  value. 

Juxtaposed  against  this  picture,  one  finds 
tilt  fapanese  and  European  economies  mired  in 
deep  seated  problems.  In  Europe,  unemploy- 


ment remains  at  double-digit  levels,  creating 
enormous  demand  for  public  spending.  To 
get  their  economies  moving,  Europe's  econom- 
ic ministers  and  central  bankers  will  almost 
certainly  keep  monetary  policy  loose  and  en- 
courage further  currency  weakness.  The  Eu- 
ropean economies  must  be  stimulated,  and 
growth  through  exports  and  weak  currencies 
will  be  the  likely  policy  choice.  And  even  if  the 
authorities  don't  opt  for  this  alternative,  the 
currency  markets  will  probably  do  it  for  them. 

The  situation  in  Japan  is  equally  bleak  for 
the  yen.  The  economy  still  struggles  under  the 
crushing  weight  of  years  of  deflation;  hun- 
dreds of  billions  of  dollars  of  bad  loans  still  must 
be  written  down.  Japan's  trade  surplus  has 
been  collapsing,  thus  reducing  the  primary 
source  of  demand  for  the  yen. 

The  Bank  of  Japan  is  committed  to  float- 
ing the  Japanese  economy  back  to  health  on  a 

U.S.  exporters  and  other  business 
people  vulnerable  to  a  more  muscular 
dollar  should  hedge,  now. 


pool  of  liquidity,  keeping  money  supply 
plentiful  and  interest  rates  low.  Even  if  three- 
month  rates  in  Japan  drift  higher  over  the 
next  six  months — to,  say,  75  basis  points  per 
annum — the  U.S.  dollar  will  still  yield  nearly 
500  basis  points  more.  This  interest  rate  differ- 
ential will  attract  a  steady  stream  of  funds 
into  the  U.S.  dollar  as  investors  sell  short  the 
yen  and  use  the  proceeds  to  get  that  5%  yield 
pickup  on  dollars. 

Interestingly,  the  yield  pickup  in  the  dollar 
versus  the  Swiss  franc  is  now  well  over  3%,  so 
the  franc,  too,  will  be  used  as  a  liability  cur- 
rency to  fund  purchases  of  dollars  by  global 
investors.  While  we're  on  Switzerland,  note 
that  its  fundamental  economic  picture  is  partic- 
ularly bleak.  With  a  badly  overvalued  curren- 
cy, Swiss  tourism  is  reeling,  exports  are  choked 
off  and  the  country  even  has  a  shockingly 
high  rate  of  inflation. 

How  high  is  the  dollar  heading?  My  mini- 
mum target  is  1 30  to  1 40  yen  per  dollar  over  the 
next  two  years.  The  Swiss  franc  will  head  back 
toward  the  1.50  sf/$  level,  and  the  deutsche 
mark  will  test  1.70  dm/$.  With  volatility  so 
low,  one-year  dollar  calls  are  providing  particu- 
larly good  value  now,  and  could  rise  in  value  as 
the  good  ship  dollar  begins  to  pick  up  steam.  B 
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Sometimes  consensus  wisdom  is  right,  and 
sometimes  it's  wrong.  But  it's  always  true  that 
an  investor  can't  make  money  following  the 
consensus.  It's  already  fully  reflected  in  the  mar- 
ket price  of  assets.  Therefore,  when  an  antici- 
pated event  actually  occurs,  it  will  have  no  im- 
pact on  asset  prices.  So  when  you  make  a  bet  in 
the  marketplace,  it  is  essential  to  know  w  hat 
prevailing  opinion  is. 

How  do  you  find  that  out?  One  way  is  to 
thoroughly  read  the  financial  press  and  become 
very  aware  of  what  professionals  are  saying. 
Another  way  is  to  subscribe  to  a  service  that  does 
this  for  you.  For  instance,  analysts'  earnings 
estimates  are  systematically  tracked  by  IRES, 
Zacks  and  Nelson's  and  are  readily  available. 
Barron  V  publishes  weekly  sentiment  indicators 
summarizing  the  general  market  opinions  of 
investment-letter  writers. 

Here's  the  current  consensus  on  some  of  the 
more  important  economic  variables:  Long-term 
interest  rates  will  stay  in  a  trading  range  of  6.5% 
to  7.25%.  Inflation  can  only  escalate,  putting  pres- 
sure on  margins  and  causing  profits  to  stagnate. 
The  decline  in  short-term  interest  rates  is  over;  the 
next  Fed  move  is  more  likely  to  be  up  than  down. 

Sometimes  I  agree  with  the  consensus.  At  such 
times  the  only  tiling  an  investor  can  do  is  nothing. 
But  these  days  my  views  differ  substantially  from 
the  consensus.  I  believe  that  interest  rates,  both 
short  and  long,  will  decline  substantially.  Specific 
prediction:  In  the  next  year  long-term  interest  rates 
will  go  back  to  6%,  while  short-term  rates  will  be 
cut  at  least  two  more  times  in  this  cycle. 

In  spite  of  the  strength  of  the  dollar,  corpo- 
rate profits  will  continue  to  surprise  investors  by 
exceeding  expectations.  Consolidations  and 
the  resulting  cost  reductions  will  continue  to 
provide  tremendous  operating  leverage.  Be- 
cause of  increased  competition  resulting  from 
global  deregulation,  inflation  will  remain  be- 
nign, in  spite  of  the  rise  in  commodity  prices. 

Meanwhile,  the  economy  will  grow  at  a 
moderate  pace,  prolonging  the  cycle  at  least 
through  1997.  As  a  result,  long-dated  financial 
assets  will  remain  the  assets  of  choice,  providing 
returns  superior  to  both  cash  and  tangibles. 

Individual  stocks?  1  believe  that  consensus 
wisdom  has  mispriced  two  electronics  stocks — 
one,  Varian  Associates,  too  low,  and  the  other, 
AMP,  too  high.  I  recommend  selling  AMP 


(43,  amp)  and  buying  Varian  (58,var). 

The  AMP  sale  suggestion  is  an  about-face.  I 
recommended  it  for  purchase  at  38  earlier  this 
year,  in  my  Jan.  22  column.  Since  then  amp  has 
appreciated  1 3.2%,  while  the  S&P  500  is  up  8.3%. 

Both  companies  have  strong  managements 
and  balance  sheets.  AMP  is  the  world's  leader  in 
electrical  connector  devices  in  a  broad  range  of 
industries.  It  is  a  cyclical  growth  company  that 
has  grown  at  a  10%  rate  in  the  past  and  will 
more  than  likely  be  able  to  do  that  going  forward. 

Varian  is  much  smaller,  with  three  important 
businesses — health  care  systems,  semiconductor 
production  equipment  and  analytical  instru- 
ments. These  businesses  are  also  somewhat  cycli- 
cal, but  they  are  capable  of  producing  earnings 
growth  in  the  18%  to  20%  range,  nearly  double 
the  rate  of  earnings  growth  at  AMP. 

These  estimated  growth  rates  are  supported 
in  a  theoretical  sense  by  the  two  companies' 
profitability  and  their  dividend  policies.  AMP 
has  a  16%  return  on  equity  and  is  retaining  and 
reinvesting  about  60%  of  its  earnings  into  the 
business — the  other  40%  is  paid  out  as  divi- 
dends. If  the  company  continues  to  earn  on  its 
reinvested  earnings  what  it  has  earned  in  the 
past,  and  doesn't  materially  change  its  finan- 
cial structure,  then  it  can  grow  at  around  10% 
( 16%  return  on  equity  times  60%  earnings 
retention  equals  9.6%).  The  same  analysis  for 
Varian,  w  hich  retains  92%  of  its  earnings,  pro- 
duces a  theoretical  growth  rate  of  22%. 

The  reason  I  think  this  is  a  reasonable  swap 
idea  has  to  do  with  the  stocks'  current  valua- 
tions. AMP  is  expected  to  earn  $2.40  this  year 

Sometimes  I  agree  with  the 
consensus.  At  such  times  the  only 
thing  an  investor  can  do  is  nothing. 
But  these  days  my  views  differ 
substantially  from  the  consensus. 


and  $2.80  in  1997.  It  is  therefore  selling  ataP/E 
of  15.4  times  next  year's  earnings.  This  is  in 
line  with  the  overall  market  and  at  a  50%  premi- 
um to  its  growth  rate.  Varian,  on  the  other 
hand,  is  expected  to  earn  $4.05  this  year  and 
$4.80  next,  producing  a  1997  P/E  of  1 1 .9. 

At  current  prices  Varian's  stock  is  selling  at  a 
discount  to  the  overall  market,  a  discount  to  its 
growth  rate  and  a  discount  to  AMP,  all  of  which 
make  it  look  like  a  real  bargain  to  me.  Further- 
more, note  that  Varian's  fiscal  year  ends  in 
September.  If  you  were  to  annualize  Varian's 
predicted  results  to  make  them  fully  compara- 
ble to  amp's,  you  would  use  an  earnings  estimate 
of  $5  a  share  instead  of  $4.80,  making  the 
valuation  difference  even  more  compelling.  H 
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Forbes  Stock  Market  Course 

A  10-Day  No-Risk  Trial 


Anyone  could  have  made  a  killing  in  the  stock 
market  on  the  strength  of  its  recent  perfor- 
mance. Perhaps  we  exaggerate,  but  we  bet  that 
many  investors  who  had  read  FORBES  Stock 
Market  Course  did.  It  gave  them  just  the  edge  they 
needed.  How?  Just  read  on. 

To  begin,  the  course  frankly  confronts  the  risk 
factors  in  stock  market  investing.  It  guides  you 
towards  your  own  "comfort  level,"  balancing  risk  and 
reward.  But  that's  about  as  philosophical  as  the 
course  gets.  It's  mainly  focused  on  matters  such  as 
how  to  buy  stocks  at  the  best  price... how  to  identify 
forces  that  propel  stocks  upwards... how  to  measure 
the  strength  of  a  bull  market... how  to  spot  warnings 
of  a  downturn. .  .how  to  chart  past  performance  to 
project  the  future... how  to  detect  a  turnaround. 

If  the  lure  of  doubling  or  tripling  your  money  in  a 
matter  of  months  attracts  you  and  you  can  stomach 
the  risk,  look  up  the  section  on  options.  You 
can  even  find  out  how  to  make  money  in  a  down 
market.  The  Course  devotes  an  entire  section  to  bear- 
market  investing. 

You  can  enjoy  the  Course  as  a  straight  "read  through" 
or  refer  to  individual  sections  as  you  need  them. 


It  comes  in  a  handsome,  sturdy  binder  with  tabbed 
pages  marking  each  of  its  16  sections.  The  text  is 
generously  spaced  with  a  blank  page  facing  each 
page  of  text  for  making  notes. 

Partial  List  Of  Contents 

How  to  choose  a  broker  •  Broker  commissions  •  How 
to  place  an  order  •  Sources  of  information  •  Market 
patterns  (how  to  chart  stock  market  movements) 

•  Dollar-cost  averaging  •  Buying  on  margin  •  How  to 
read  the  tape  •  The  Dow  Theory  •  Indexes:  the  Dow, 
the  Russell  2000,  the  Wilshire  5000  •  Bonds  and 
preferred  stocks  •  Derivatives  including  options 

•  How  to  read  a  company's  financial  statement  • 
Mutual  Funds 

Order  Now 

At  a  local  college,  a  course  on  investing  could  run 
you  $400  or  more.  FORBES  Stock  Market  Course 
is  $89.50.  You  can  work  with  it  at  home  and  it 
will  always  be  within  easy  reach  for  reference. 
The  recently  revised  and  updated  text  captures  the 
latest  findings  in  profitable  investing.  Order  now. 
Satisfaction  is  guaranteed  or  your  money  back. 
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FORBES  80  Year  Wall  Chart  of 
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ilossary  of  Investment  Terms 


Forbes  Stock  Market  Course   Order  Form  and  Guarantee 


Send  me  FORBES  Stock  Market  Course  with  the  FORBES  80-year  Wall  Chart  of  Business  and  Security  Trends  and  The 
Glossary  of  Investment  Terms  as  a  bonus.  My  payment  of  $89.50  (or  credit  card  details)  is  enclosed.  If  not 
satisfied.  I  may  return  the  Course  within  10  days  and  receive  a  full  refund  or  credit.  The  Glossary  and  Chart  will  be  mine  to  keep. 
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For  Faster  Service  Call  1-800-888-4525  ext  626 

□  Check  for  $89.50  enclosed* 
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Unless  you've  been  in  Pyongyang,  North 
Korea  for  the  past  several  w  eeks,  you  know  that 
in  late  April  Sotheby's  auctioned  some  odds 
and  ends  from  the  estate  of  the  late  Jacqueline 
Kennedy  Onassis  for  7.5  times  their  presale 
estimates.  When  the  last  gavel  fell,  buyers, 
armed  w  ith  more  cash  than  prudence,  had 
agreed  to  part  with  a  cool  $34.5  million. 

The  hype  surrounding  the  Jackie  O  auction 
has  once  again  promoted  the  belief  that  the  rate 
of  return  on  collectibles  is  very  high.  But  are 
works  of  art — even  masterpieces — a  good  in- 
vestment from  a  purely  financial  point  of  view? 

Economic  theory  suggests  that  the  total 
returns  between  two  classes  of  assets,  adjusted 
for  risk,  should  tend  to  equalize  over  long 
periods  of  time.  The  total  returns  from  holding 
art  objects  consist  of  a  monetary  return,  plus 
the  consumption  (or  psychic)  benefit  that 
comes  from  owning  and  viewing  the  art  ob- 
jects. By  contrast,  the  total  returns  on  financial 
assets  are  limited  to  monetary  returns.  Since 
the  total  returns  on  art  objects  and  financial 
assets  should,  on  average,  be  equal,  it  follows 
that  the  monetary  returns  on  art  should  be  less 
than  those  for  financial  assets,  the  difference 
being  the  implied  esthetic  return. 

Do  the  data  support  the  theory?  The  answer 
to  this  question  is  provided  by  two  distinguished 
Swiss  economists,  Bruno  Frey  and  Werner 
Pommerehne,  in  their  invaluable  book  Muses 
and  Markets,  which  is,  unfortunately,  out  of 
print.  To  calculate  real  rates  of  return  on  works 
of  art,  they  analyzed  the  auction  prices,  net  of 
transaction  costs,  of  quality  paintings  by  305  of 
the  world's  best- known  painters  over  a  period 
of  353  years,  from  1635  through  1987.  To 
focus  on  works  sought  by  collectors,  the  au- 
thors considered  only  1,198  paintings  held  for 
20  years  or  more. 

Their  findings:  The  average  real  rate  of  re- 
turn on  paintings  over  the  3V&  centuries  was 
T.5%  per  year.  The  price  risk  of  an  individual 
painting,  measured  by  the  fluctuations  of  the 
rate  of  return  of  individual  paintings  around 
the  average,  was  very  high,  making  an  individual 
painting  as  risky  as  some  of  the  most  specula- 
tive stocks.  And  note  that  this  price  risk  cannot 
be  reduced  by  creating  a  broadly  diversified 
portfolio  of  paintings:  Different  paintings  tend 
to  show  similar  price  movements,  hence  the 
market  risk  is  high. 

Beyond  the  financial  risks  associated  w  ith 


the  uncertainty  about  future  prices,  paintings 
are  subject  to  other  risks;  in  particular,  a 
downward  revision  of  a  painting's  attribution, 
outright  lakes  and  forgeries,  as  well  as  the 
purely  material  risk  of  destruction.  The  paint- 
ings whose  values  were  actually  affected  by 
these  risks  were  not  included  in  the  transactions 
analyzed  by  Frey  and  Pommerehne.  Also  ex- 
cluded were  the  costs  of  maintenance,  restora- 
tion and  insurance.  In  short,  the  low  real  rates 
of  return  calculated  were  overstated  and  the 
risks  of  holding  paintings  understated. 

Compared  with  the  real  returns  for  financial 
assets,  the  returns  on  quality  paintings,  those 
relevant  for  financially  oriented  investors, 
were  low.  The  real  return  on  government  bonds 
over  the  353-year  period  was  3%  per  year, 
double  the  financial  return  on  paintings.  And 
the  price  risk  associated  with  government 
bonds  was  much  lower  than  for  paintings. 

So,  as  economic  theory  suggests,  over  the 
very  long  pull  art  has  been  a  relatively  poor 
investment  from  a  purely  financial  point  of 
view.  The  esthetic  pleasure  or  prestige  gained  by 
owning  high-quality  paintings  has  played  a 
significant  role. 

Many  art  dealers  and  collectors  argue  that 
art  has  become  financially  more  attractive  since 
World  War  II.  Frey  and  Pommerehne  find 
that  there  is  some  truth  to  this  argument.  The 
real  return  for  paintings  during  the  1635- 
1949  period  was  1 .4%  per  year;  the  real  return 

The  price  risk  was  very  high, 
making  individual  paintings  as 
risky  as  some  of  the  most 
speculative  stocks. 

on  government  bonds  was  3.3%  per  year.  The 
financial  opportunity  lost  by  investing  in  paint- 
ings rather  than  bonds  was  1 .9%  per  year. 

During  the  1950-87  period  the  real  rate  of 
return  on  paintings  increased  to  1 .7%  per  year 
and  the  real  return  on  bonds  fell  to  2.4%  per 
year.  Thus,  the  opportunity  lost  narrowed  to 
0.7%  per  year  in  the  postwar  period. 

The  markets  confirm  die  findings  presented  in 
Muses  and  Markets.  The  handful  of  limited  part- 
nerships and  specialized  funds  established  for  the 
purpose  of  investing  in  art  have  not  done  well. 

My  advice  to  investors  and  collectors  is  the 
same  as  that  of  Maurice  Rheims,  the  great  Pari- 
sian art  auctioneer  and  connoisseur.  Wrote 
Rheims  in  the  Glorious  Obsession:  "One  would 
like  to  tell  the  financiers  to  confine  themselves 
to  their  proper  sphere,  and  advise  art  lovers  not 
to  acquire  anything  unless  they  derive  a  direct 
esthetic  satisfaction  from  it.  Those  without  the 
true  faith  had  better  give  up."  M 
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The  Guardian  Life 
Insurance  Company 
of  America  offers 
today's  intelligent 
financial  tools. 

It  takes  the  right  financial  tools  to  help 
secure  the  future  for  your  business. 
Today,  one  of  the  most  intelligent  tools 
to  do  the  job  is  a  Guardian  Life 
Insurance  Policy.  Your  policy,  for 
example,  can  help  protect  your 
investment  in  your  business  and  keep 
the  business  going  in  the  event  a 
partner  passes  away  unexpectedly. 

In  fact,  a  Guardian  Life  Insurance  Policy 
should  be  the  centerpiece  of  your 
personal  financial  planning  for  your 
business.  First,  because  The  Guardian 
has  been  helping  secure  the  future 
for  businesses  for  over  136  years. 
And  second,  because  Guardian  life 
insurance  incorporates  some  of  the 
best  features  of  every  other  financial 
product:  from  flexibility  and  minimum 
risk  to  tax  advantages. 

Buying  insurance  shouldn't 
be  a  wrenching  experience. 

The  Guardian  Life  Insurance  Company 
of  America  gives  every  policyowner 
something  special:  the  comfort  of 
knowing  that  their  insurance  carrier  is 
one  of  the  strongest  financial  companies 
in  America*  Every  year,  year  after  year, 
The  Guardian  Life  Insurance  Company 
of  America  has  received  the  highest 
ratings  from  the  leading  independent 
ratings  services.** 

Call  1-800-662-1006  now  and  learn 
why  The  Guardian  is  The  Intelligent 
Choice  for  Life  Insurance,  Group 
Insurance,  Reinsurance,  Disability 
Income  Insurance,  Equity  Products*** 
or  Group  Pensions. 

^  The  Guardian' 

The  Intelligent  Choice" 

Since  1860 


*Financial  information  concerning  The  Guardian  Life  Insurance 
Company  of  America  as  of  12/31/95:  Admitted  Assets  =  $10,961 
billion;  Liabilities  =  $9,846  billion  (including  $7,585  billion  of 
reserves);  and  Surplus  =  $1,115  billion. 

"As  of  March  1996,  the  ratings  received  were  Moody's  Investors 
Service:  Aaa;  Standard  &  Poor's:  AAA;  Duff  &  Phelps:  AAA;  and 
A.M.  Best:  A+*. 

""Equity  products  are  offered  through  Guardian  Investor  Services 
Corporation  ,  an  indirect  wholly-owned  subsidiary  of  The  Guardian 
Life  Insurance  Company  of  America.  Member  NASD,  SIPC. 
©1996  The  Guardian  Life  Insurance  Company  of  America 
201  Park  Avenue  South.  New  York.  NY  10003 


FINANCIAL  STRATEGY 


Bloodied  but 
unbowed 


BY  A.  GARY  SHILLING 


A.  Gary  Shilling  is 
president  of  A.  Gary 
Shilling  &  Co.,  eco- 
nomic consultants  and 
investment  advisers. 
His  firm  publishes 
Insight,  a  monthly 
newsletter  covering  the 
business  outlook  and 
investment  strategy. 


In  MY  column  of  Jan.  1  I  warned  of  spreading 
global  deflation  and  recommended  the  pur- 
chase of  G7  bonds.  So  what's  happened? 
Bonds  have  been  routed.  German  bunds  have 
fallen  4%,  as  have  Canadian  governments; 
U.K.  gilts  are  down  5%;  and  long  U.S.  Treasurys 
have  dropped  by  10%. 

Why?  Rekindled  fear  of  inflation.  Grain 
prices  have  been  leaping,  as  inclement  weather 
exacerbates  very  low  carryover  stocks.  Crude 
oil  and  refined  product  prices  have  jumped.  La- 
bor compensation  is  accelerating,  and  labor 
markets  have  tightened  to  the  point  that  uaw 
and  other  union  demands  are  no  longer  idle 
threats.  Productivity  growth  that  offsets  the  in- 
flationary effects  of  wage  hikes  is  slowing. 

My  advice  now?  Same  as  in  January.  Buy 
long-term  bonds.  The  inflation  fears  are  way 
overdone.  Grain  price  jumps  themselves 
won't  boost  the  cpi  much.  There  are  only  a  few 
pennies'  worth  of  grain  in  a  loaf  of  bread  or  a 
box  of  breakfast  cereal.  Crude  oil  and  product 
prices  should  fall  when  Iraqi  oil  hits  the  market 
and  low  inventories  are  rebuilt.  Even  without  a 
balanced  budget  deal,  Washington  is  restrain- 
ing federal  spending. 

As  for  wages  and  productivity,  the  key  is 
economic  growth  rates.  My  firm's  economists 
estimate  the  economy  can  grow  at  2%  without 
creating  any  inflationary  wage  pressures.  But 
growth  is  more  likely  to  be  below  2%  in  com- 
ing quarters,  if  not  years. 

The  consumer  remains  buried  in  debt,  and 
debt  service,  including  lease  payments,  is  almost 
back  to  its  late  1980s  peak  in  relation  to  take- 
home  pay.  This  and  all  the  other  incentives  to 
save  have  started  to  push  up  the  personal  sav- 
ing rate  in  recent  months. 

Consumer  spending  accounts  for  two- 
thirds  of  GDP,  but  the  other  components  also 
look  sluggish.  Declining  defense  spending  is 
dragging  down  total  federal,  state  and  local  gov- 
ernment real  outlays.  Housing  starts  have 
stalled  because  of  consumer  caution  and  higher 
mortgage  rates.  Inventories  remain  bigger 
than  most  businesses  want,  so  forget  stock 
building  as  an  economic  stimulus.  Capital 
spending  growth  is  easing.  Net  exports  are  flat, 
as  weak  economic  performance  among  our 
trading  partners  limits  exports,  and  imports 
grow  modestly. 


Even  if  I'm  wrong  and  U.S.  business 
growth  exceeds  the  economy's  noninflationary 
2%  potential  in  coming  quarters,  I  still  don't 
expect  serious  inflation.  The  Federal  Reserve 
will  jack  up  rates  at  the  first  drop  of  the  infla- 
tionary hat.  I  foresee  cpi  inflation,  now  at  a  3% 
annual  rate,  in  the  2V2%  to  3V2%  range.  Any- 
thing beyond  that  and  the  Fed  will  crush  the 
economy,  and  quickly. 

All  this  leaves  bonds  oversold,  if  I'm  right 
on  inflation.  Look  at  the  arithmetic.  Real  or 
inflation-adjusted  yields  on  30-year  Treasurys 
normally  run  2%  to  3%.  But  today,  with  the  long 
bond  yielding  about  7%,  investors  are  de- 
manding and  getting  4%  to  5%  to  protect  their 
capital  against  inflation.  I  doubt  that  the  yield 
on  30-year  Treasurys  will  drop  to  5%  within  the 
next  year,  barring  a  recession,  but  I  can  see  it 
falling  to  6%.  It  was  there  at  the  end  of  1995.  A 
$1,000,  30-year  bond  yielding  7%  would  in- 
crease to  $1,137,  if  the  yield  drops  to  6%  in  a 
year.  That's  a  total  return  of  over  18%. 

What  about  those  new  inflation-indexed 
bonds  the  Treasury  plans  to  offer?  I  read  that  as 
further  evidence  that  inflation  fears  are  over- 
done. They  are  moving  15  years  after  double- 
digit  inflation  ruled  the  day.  Count  on  gov- 
ernment to  attack  a  problem  after  it  has  been 
solved.  Also,  note  that  corporations  are  issu- 
ing bonds  like  crazy.  They  normally  do  when 
interest  rates  are  declining,  but  well  before 
their  bottom. 

The  rally  I  see  in  U.S.  bonds  will  really  gain 
momentum  if  today's  slow  economic  growth 

I  read  the  Treasury's  plans  to 
offer  new  inflation-indexed  bonds 
as  farther  evidence  that  inflation 
fears  are  overdone. 


deteriorates  into  a  recession.  There  is  one 
lurking  out  there  somewhere;  it  will  be  touched 
off,  as  usual,  by  consumer  spending  weakness. 
No  downturn  is  in  sight,  but  huge  debt  levels 
make  consumers  extremely  susceptible  to  any 
shock  to  their  confidence. 

In  contrast  to  bonds,  stocks  look  vulnera- 
ble because  of  investor  overconfidence.  Many 
green  mutual  fund  holders  have  abandoned 
all  fear  and  embraced  pure  greed.  Their  convic- 
tion that  equities  are  not  only  a  sure  bet  but 
also  the  only  game  in  town — like  houses  in 
the  1970s — stands  out  among  many  omi- 
nous telltales.  Nevertheless,  stocks  may  remain 
at  current  high  levels  until  somewhere  down 
the  road  when  inflationary  fears  force  the  Fed 
to  push  up  rates  and  precipitate  a  recession. 
That  would  be  bad  for  bonds  initially,  but 
much  worse  for  stocks.  H 
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Latgest  international  no-load  manager1 

DIVERSIFY  OVERSEAS 


B>o%  i 


T.  Rowe  Price  International  Stock  Fund— performance  plus  diversification.  If  you 

want  to  diversify  for  enhanced  return  potential  with  reduced  risk,  don't  overlook  international 
equity  investing  with  T.  Rowe  Price.  By  providing  exposure  to  potentially  stronger-performing 
foreign  markets,  international  stock  investments  can  help  increase  long-term  returns.  And, 
since  foreign  economies  tend  to  move  independently  of  each  other  and  the  U.S.,  diversifying 
internationally  can  actually  help  reduce  the  overall  volatility  of  a  domestic  portfolio. 

Our  International  Stock  Fund — one  of  the  oldest  and  largest  international  no-load  mutual 
funds — follows  a  prudent  strategy  of  investing  in  the  stocks  of  established  companies  outside 
the  United  States.  It  has  proven  itself  over  periods  of  both  up  and  down 
markets,  in  times  of  both  a  weak  and  a  strong  U.S.  dollar.  In  fact,  the  fund's 
success  has  placed  it  on  the  Forbes  Honor  Roll  for  the  sixth  consecutive 
year — the  only  international  mutual  fund  that  can  claim  this  distinction. 
The  fund's  performance  from  3/31/84  to  6/30/95  was  considered; 


Forbes 

Honor  Roll 

6  years  running 


20  honorees  were  selected* 

Benefit  from  our  expertise.  At  T.  Rowe  Price,  we've  been 
helping  people  invest  overseas  since  1979,  when  we  joined 
forces  with  Robert  Fleming  Holdings,  Ltd.,  one  of  the 
world's  oldest  and  most  successful  international  advisers, 
to  form  Rowe  Price -Fleming.  Today,  Rowe  Price-Fleming 
serves  as  investment  adviser  to  our  family  of  international 
funds  and  manages  in  excess  of  $24  billion  in  foreign 
stock  and  bond  assets. 


T.  Rowe  Price  Family  of 
Foreign  Equity  Funds 

•  Global  Stock  Fund 

•  International  Stock  Fund 

•  International  Discovery  Fund 

•  European  Stock  Fund 

•  Japan  Fund 

•  New  Asia  Fund 

•  Latin  America  Fund 

•  Emerging  Markets  Stock  Fund 


Let  US  Show  you  the  world.  To  learn  more  about  the 
International  Stock  Fund,  or  any  one  of  our  other  foreign 
equity  funds,  request  our  free  report,  The  Basics  of 
International  Stock  Investing,  today.  Of  course,  interna- 
tional investing  has  special  risks,  including  currency  fluctuation.  As  with  any  stock  fund,  there 
will  be  price  fluctuation.  $2,500  minimum  investment  ($1,000  for  IRAs).  No  sales  charges. 


Call  24  hours  for  a  free  report  and  prospectus 
1-800-541-5861 

h  t  tp://www.  troweprice.com 


Invest  With  Confidence® 

T.RoweRice 


itrategic  Insight  Simfund.  *As  cited  in  Forbes  magazine  (Mutual  Funds  issue)  dated  8/28/95.  The  Iionorees  are  chosen  annually;  candidates  must  be  open  to  new  investors  and  have  had 
le  same  management  for  at  least  5  years.  Sector  hinds  are  excluded.  Request  a  prospectus  with  more  complete  information,  including  management  fees  and  other  charges  and  expenses, 
ead  it  carefully  before  you  invest  or  send  money.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor.  ISF031388 
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The  Wright  stuff 

The  Chicago  area  is  full  of  architectural  treasures,  none 
more  worth  visiting  than  the  homes  and  buildings 
designed  by  one  of  the  Midwest's  most  famous  sons. 


By  Gary  Samuels 


Robie  House,  Chicago,  designed  1906 


In  1939  Herbert  (Hib)  Johnson  Jr., 
president  of  Johnson  Wax,  hosted  a 
dinner  party  to  show  off  Wingspread, 
the  new  home  built  for  him  by  Frank 
Lloyd  Wright  just  north  of  Racine,  Wis. 

Hardly  had  the  guests  been  seated 
than  a  thunderstorm  passed  over,  and 
a  steady  drip  began  leaking  onto 
Johnson's  bald  pate.  As  the  table  fell 
silent,  the  furious  Johnson  got  Wright 
on  the  phone  and  asked  him  what  to 
do.  Wright's  reply:  "Well,  Hib,  why 
don't  you  move  your  chair?" 

The  anecdote  is  recalled  fondly  by 
Hib's  son,  Sam  Johnson,  68.  The  cur- 
rent Johnson  Wax  chairman,  he  was  1 1 
at  the  time.  Johnson  is  in  the  middle  of 
replacing  the  old  roof  at  Wingspread, 
which  is  now  used  as  a  conference 
center  by  the  Johnson  Foundation. 
Cost  to  date:  more  than  $2  million. 
"The  question  is,"  says  Johnson,  only 
half-joking,  "do  we  fix  'em  all  or  leave 
one  or  two  leaks  so  people  know  it's 


really  a  Wright  building." 

During  his  70-vear  career,  Wright 
(1867-1959)  designed  and  built 
scores  of  buildings  within  a  four-hour 
drive  of  Chicago.  Like  Wingspread, 
many  of  them  are  being  restored  and 
opened  to  the  public,  several  for  the 
first  time. 

If  you're  in  Chicago  on  business 
and  don't  have  much  time,  you  can 
head  to  the  elegant  Gold  Coast  neigh- 
borhood to  see  Charnlcy  House, 
which  Wright  designed  in  1892  with 
his  mentor,  Louis  Sullivan,  when 
Wright  was  a  young  apprentice.  It  has 
recently  been  opened  to  the  public. 
Or  wander  through  the  canyons  of 
the  Loop  to  the  landmark  Rookery 
Building,  whose  dark,  metallic  lobby 
Wright  made  light  and  airy  in  a  1907 
redesign.  The  Rookery  interior  is  also 
a  stop  on  one  of  the  excellent  walking 
tours  given  by  the  Chicago  Architec- 
ture Foundation  (312-922-TOUR). 


The  world-famous  Prairie-style 
Robie  House  in  Hyde  Park,  a  20- 
minute  cab  ride  from  the  Loop,  is  on 
the  campus  of  the  University  of  Chi- 
cago, which  owns  it.  For  years  Robie 
House's  one  daily  tour,  at  noon,  has 
been  limited  to  the  exterior  and  two 
rooms  on  the  main  floor.  But  now 
there  are  plans  for  restoration,  and 
later  this  year  tours  will  be  more 
frequent,  and  more  of  the  rooms  will 
be  open. 

If  you  want  to  devote  half  a  day  or  so 
to  Wright,  head  for  Oak  Park,  1 0  miles 
west  of  the  city.  Here  there  are  30 
Wright  structures,  mostly  private 
homes.  Walking  and  bus  tours  are 
offered  by  the  Wright  Home  &  Studio 
Foundation  (708-848-1976)  and  by 
the  Chicago  Architecture  Foundation. 

Some  visitors  simply  buy  a  map  and 
rig  their  own  tour,  the  way  people  do 
in  Hollywood  to  see  houses  of  the 
stars.  The  result:  gawkers  tromping 
on  front  lawns  and  pressing  their 
noses  against  windows. 

Lately  Oak  Park's  locals  have  been 
fighting  back.  Stroll  down  leafy  For- 
est Avenue,  where  a  lot  of  the  Wright 
homes  are,  and  you  see  signs  in  the 
windows:  "No  Tourism;  Restore  Our 
Neighborhood."  For  three  years  the 
residents  fought  to  keep  the  village 
from  letting  Bill  and  Jacqueline  Dugal 
charge  admission  to  the  Wright  house 
they've  lived  in  for  32  years,  the  flam- 
boyantly neo-Tudor  Nathan  Moore 


Johnson  Wax  research  tower,  1946 
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the  famous  Johnson  Wax  buildings. 
Seeing  them  up  elose  reveals  the  detail 
that  is  the  God  in  Wright's  work.  For 
instance,  to  create  strong  horizontal 
lines,  Wright  designed  special  bricks 
and  had  masons  scrape  out  the  mortar 
from  the  horizontal  joints,  while  he 
used  pink-tinted  mortar  in  the  vertical 
joints,  which  he  made  flush.  Call  for 
tour  times  (414-260-2154). 

The  mother  of  all  Wright  sites  is 
Spring  Green,  Wis.,  a  lush  farm  town 
in  the  rolling  hills  along  the  Wisconsin 
River  40  miles  west  of  Madison.  Here 
is  situated  Taliesin,  Wright's  home, 
studio,  architectural  school  and  farm 


Wright's  home,  Oak  Park,  III.,  1889;  studio  added  1898 


House  at  333  Forest  Avenue.  The 
Dugals  won  and  opened  for  business 
in  late  May.  (Admission,  $10.) 

It  was  also  in  Oak  Park  that  in  1 889 
Wright,  then  22,  built  a  gabled,  shin- 
gled house  for  his  18-year-old  bride, 
Catherine  Tobin.  Wright  lived  in  the 
house  with  his  wife  and  their  six  chil- 
dren and  worked  in  the  studio  he  later 
added — until  1909,  when  he  ditched 
his  family  to  tour  Europe  with  a 
client's  wife.  Situated  at  951  Chicago 
Avenue,  the  home  and  studio  are  now 
also  open. 

About  70  miles  north  of  Chicago, 
along  Lake  Michigan,  lies  Racine,  and 


on  600  acres.  One  critic  called  Talie- 
sin "Wright's  autobiography  in 
masonry  and  wood"  because  he  con- 
tinually tested  ideas  here  on  himself 
and  his  apprentices  before  inflicting 
them  on  clients. 

Until  three  years  ago  Taliesin  was 
off-limits  to  the  public.  But  on  a  trip  to 
Japan  to  sell  ginseng  and  tractors, 
Wisconsin  Governor  Tommy  Thomp- 
son was  amazed  when  people  there 
told  him  reverentlv  that  Wisconsin 
was  the  state  of  Frank  Lloyd  Wright. 
Thompson  found  some  state  money 
to  start  restoring  the  Taliesin  build- 
ings and  set  up  a  visitors'  center  in  a 


Romeo  &  Juliet  windmill,  Taliesin,  1896 


Wright-designed  restaurant  nearby. 
Today  the  Taliesin  Preservation 
Commission  runs  seven  different 
tours  of  the  buildings.  These  range 
from  the  comprehensive  four-hour 
estate  tour  ($50  a  head)  to  a  one-hour 
visit  to  Wright's  studio,  fellowship 
residence  and  theater  ($8 ).  Tours  run 
from  May  through  October  and 
should  be  reserved  (608-588-7900). 

You  may  want  to  spend  the  night  in 
Spring  Green.  There  is  a  golf  resort 
nearby  called  The  Springs,  which 
looks  as  if  Wright  could  have  designed 
it.  (He  didn't;  his  disciples  at  Taliesin 
Architects,  Wright's  firm,  did.)  There 
is  also  an  open-air  theater  that  is  home 
to  a  young  Shakespearean  company 
that  has  received  good  reviews  from 
Chicago  critics. 

You  might  prefer  to  stay  in  Madi- 
son, a  Big  Ten  college  town  of  coffee- 
houses and  bookshops.  Lively  Can- 
terbury Booksellers  runs  a  bed-and- 
breakfast  with  comfortable  rooms 
larded  with  books  from  the  shop 
downstairs  (800-838-3850). 

While  in  Madison,  visit  the  Unitari- 
an Meeting  House  during  summer, 
which  Wright  built  in  1946  (call 
ahead).  Nearby  is  the  gracefully  curv- 
ing Monona  Terrace,  a  convention 
center  that  is  only  now  being  con- 
structed, 40  years  after  Wright  de- 
signed it.  It's  downtown,  on  the  shore 
of  Lake  Monona.  Si 
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COLLECTORS 


Tools  of  the 
tradecraft 

Collecting  spy  paraphernalia  can  be  tricky 
and  dangerous,  which  is  why  former  operatives 
have  the  best  collections. 


By  Doris  Athineos 


Some  nifty  spy  guns  from  Keith  Melton's  personal  arsenal 

They  kill  with  a  handshake,  the  twist  of  a  lipstick,  the  pull  of  a  pipe. 


One  day  in  1957  Ukrainian  dissident 
leader  Lev  Rebet  suddenly  found  a 
newspaper  thrust  in  his  face.  One 
breath  later  he  was  dead.  KGB  officer 
Bogdan  Stashinsky  had  assassinated 
Rebet  with  a  slender  poison-gas  gun, 
tucked  neatly  in  the  newspaper.  Mar- 
vels spy  paraphernalia  collector  Keith 
Melton:  "The  KGB  designed  the  gun 
to  fire,  no  matter  how  you  squeezed 
the  newspaper." 

Melton,  52,  a  retired  U.S.  Navy 


lieutenant,  is  the  proud  owner  of  four 
Soviet  gas  assassination  guns,  includ- 
ing one  just  like  Stashinsky  used. 
They're  part  of  his  huge  collection  of 
cloak-and-dagger  hardware,  most  of 
it  dating  from  WWII  through  the 
Cold  War  era.  Melton  doesn't  admit 
to  any  firsthand  spy  experience.  He 
does,  however,  admit  to  being  a 
member  of  the  Association  of  Former 
Intelligence  Officers.  The  late  Wil- 
liam Colby,  former  director  of  the 


Central  Intelligence  Agency,  called 
Melton  "perhaps  the  world's  most 
outstanding  collector  of,  and  expert 
in,  intelligence  equipment." 

Melton's  collection  includes  canes, 
wallets  and  umbrellas  that  spit  poison 
gas;  pipes,  gloves  and  pencils  that 
shoot  bullets;  wristwatches  and  pens 
that  record  muttered  conversations. 
A  garrote  rolls  up  inside  a  condom;  a 
sharp  blade  hides  in  a  shoe  heel. 

When  the  Berlin  Wall  crumbled  in 
November  1989,  Melton  was  there  to 
pick  up  pieces  of  spy  equipment  from 
agents  of  the  East  German  Stasi  and 
the  Soviet  KGB  and  GRU  (military  in- 
telligence). "You  get  it  from  people 
who  formerly  served,"  says  Melton, 
"that's  the  ideal  status." 

For  Melton,  a  big  part  of  the  thrill 
of  collecting  is  the  chase.  Dealing  in 
cash,  he  meets  ex-KGB  agents  on  dark 
Moscow  streets  and  in  run-down 
hotels.  Last  winter  he  endured  a  26- 
hour  flight  to  Baku,  Azerbaijan,  for  a 
pair  of  night-vision  glasses.  When  he 
arrived,  an  army  official  tried  to  pawn 
off  a  shoddy  pair.  "They  were  com- 
mon Soviet  military  pieces,  not  truly 
clandestine,"  sniffs  Melton.  "You  can 
tell  by  the  serial  number  and  design." 

Sometimes  intelligence  friends  de- 
liver. The  British  inventor  of  the  first 
clandestine  radio  gave  Melton  a  55- 
year-old  Morse-code  radio,  one  of  60 
suitcase  radios  he  now  owns. 

Melton  lives  in  a  turret-crowned 
brick  house  somewhere  down  South. 
He  allowed  Forbes  a  grand  tour,  on 
the  promise  that  its  location  not  be 
revealed. 

In  his  library,  5,000  books,  with 
titles  like  Escape  into  Espionage,  KGB: 
The  Inside  Story  and  The  CIA  at  Work, 
line  the  tloor-to-ceiling  bookshelves. 
Push  a  secret  shelf  and  it  opens  to  an 
ascending  staircase.  One  of  the  steps  is 
a  killer — it  trips  a  tear-gas  alarm  sys- 
tem. A  deactivation  switch  hides  be- 
hind a  photograph  of  Mata  Hari,  the 
belly  dancer  turned  German  spy  who 
was  executed  by  a  French  firing  squad 
in  1917. 

Inside  his  inner  sanctum  are  hun- 
dreds of  ordinary-looking  items.  A 
cigarette  (formerly  the  property  of 
Britain's  Special  Operations)  fires  a 
.22  caliber  bullet.  A  deck  of  playing 
cards  peels  away  to  reveal  a  map  of  the 
French  countryside.  A  baseball  is  a 
grenade  that  explodes  on  impact.  A 
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Walnuts  for  hiding  film  or  messages  No,  it's  not  a  box-top  ring 

Cameras  in  everything  from  cigarette  packs  to  other  cameras.      A  five-shot  French  killer. 


lipstick  fires  a  4.5mm  cartridge — in 
1953  Checkpoint  Charlie  guards 
busted  an  East  German  Mata  Hari  for 
packing  it. 

"Nothing  is  as  it  appears,"  says 
Melton  as  he  shows  off  his  artifacts. 
"The  Soviets  called  it  maskirovka,  a 
masquerade." 

There  are  killer  straight  pins. 
"They're  machined  beautifully  inside 
for  poison,'1  enthuses  Melton.  If  an 
agent  was  captured,  a  suicide  pin  was 
one  way  out.  CIA  pilot  Francis  Gary 
Powers  carried  one,  but  never  used  it 
after  being  shot  down  over  Sverd- 
lovsk, Russia,  in  1960. 

Melton  even  has  Enigma  cipher 
machines,  vital  to  the  Allies'  efforts  to 
break  Axis  codes.  "Ian  Fleming  [cre- 
ator of  James  Bond]  knew  how  im- 
portant they  were,"  says  Melton.  "He 
was  involved  in  plots  to  steal  the 
German  cipher  books  that  had  the 
rotor  settings  in  them . "  Melton  won't 
say  what  he  paid  for  his  two  machines 
in  the  1980s,  but  Sotheby's  sold  one 
for  $21,804  in  London  in  1994. 

For  photos  and  more  details  on 
Melton's  collection,  pick  up  the  re- 
cently published  The  Ultimate  Spy 
Book  (DK  Publishing/$29.95 ),  with  a 
foreword  by  William  Colby. 

Some  collectors  have  much  closer 
ties  with  their  spy  gear.  As  an  officer  in 
Britain's  Special  Air  Service  following 
WWII,  Peter  Mason  hunted  down 


Melton  wears  Russian  spy  glasses 

Trolling  for  trophies  in  Moscow's  alleys. 


Nazis  who  murdered  SAS  and  British 
Special  Operations  Executive  (SOE) 
operatives.  "I  used  all  the  equipment 
or  know  the  cases  they  were  involved 
in,"  says  Mason,  now  73,  who  plans 
to  publish  a  just-completed  autobiog- 
raphy entitled  Official  asSASsin. 

Mason — who  like  Melton  would 
speak  to  us  only  if  we  kept  his  location 
secret — has  a  surprise  for  intruders. 
His  700  pieces  of  gear  are  all  locked 
away  in  a  special  room  with  an  inno- 
cent-looking mat  on  the  floor  outside 
the  door.  "If  anyone  treads  on  the 
mat,  it  releases  water,"  explains  Ma- 


son. "As  soon  as  he  grounds  by 
touching  the  door  handle,  he'll  be 
electrocuted." 

In  collecting  the  tools  of  what  John 
le  Carre  called  "tradecraft,"  experi- 
ence comes  in  handy.  Rjght  now  Ber- 
lin and  Warsaw  are  flooded  with  fakes. 
But  some  genuine  equipment  does 
occasionally  hit  the  auction  block.  A 
camera  planted  in  a  pack  of  Lucky 
Strikes  sold  for  $33,660  at  Christie's 
in  1991. 

Some  personal  effects  of  British 
intelligence  double  agent  Kim  Philby 
sold  at  Sotheby's  in  London  in  1994. 
The  leather  wallet  still  containing  the 
Izvestiya  news  clip  on  his  defection  to 
Moscow  sold  for  $4,250.  Collectors 
naturally  prize  such  provenance,  but 
it  is  rare.  The  Exhibit  Center  at  CIA 
headquarters  in  Langley,  Va.,  for  ex- 
ample, won't  give  any  help.  The  mu- 
seum is  for  CIA  employees  only,  and 
for  groups  that  arrange  special  tours. 
But  you  can  visit  the  exhibit  over  the 
Internet  this  summer.  Tap  into 
the  CIA's  homepage  (http://www. 
odci.gov/cia)  for  details. 

The  National  Security  Agency's 
Cryptologic  Museum,  Fort  Meade, 
Met.  (30L688-5849)  lets  you  try  out 
an  Enigma  machine.  And  when  in  the 
U.K.,  drop  by  the  Imperial  War  Mu- 
seum, South  London  (011-44-171- 
416-5000)  to  see  some  interesting 
spy  gear.  Hi 
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"The  more  things  change  . . ." 
70  ears  ago  in  Forbes 

(From  the  issue  of  June  15,  1926) 


Affordable  beach  homes  that  a  New  York 
company  built  in  1926  for  its  employees. 


"American  business  approaches  the 
second  half  of  the  year  promisingly. 
Half-a-scorc  important  develop- 
ments have  had  a  reassuring  influence 
on  sentiment,  which  had  been  waver- 
ing somewhat  this  year  just  as  it  wa- 
vered at  the  same  season  last  year.  The 
predominating  expectation  now  is 
that  1926  will  closely  parallel  1925." 

'One  penetrating  Washington  po- 
litical correspondent  thus  heads  a  col- 
umn: 'Will  Al  Smith  Pick  [ge's]  Owen 
D.  Young  In  Spite  Of  His  No?'  One 
sentence  reads:  'It  is  not  easy  for  him 
to  find  anyone  else  who  makes  quite 
as  much  appeal  to  the  voters'  imagina- 
tion as  Mr.  Young  does.'  " 


60 


years  ago 


(From  the  issue  of  June  15,  1936) 
"The  outstanding  achievement  was 
the  [Pa.  R.R.'s]  completion,  during 
the  summer  of  1935,  of  electrification 
for  both  freight  and  passenger  service 
between  New  York,  Philadelphia, 
Baltimore  and  Washington.  All  trains 
over  this  route,  on  both  branches  of 
the  service,  have  had  their  speeds 
greatly  increased,  and  the  fastest  pas- 
senger fliers  in  both  directions  now 


make  the  through  New  York-Wash- 
ington run  of  225  miles  in  220  min- 
utes, or  better  than  60  miles  an  hour 
with  six  intermediate  stops." 

"Herbert  H.  Lehman  was  absolutely 
sincere  when  he  recently  announced 
that  he  would  not  accept  nomination 
for  reelection  as  Governor  of  New 
York  State.  He  reached  this  decision 
against  the  exhortations  of  President 
Roosevelt.  He  has  not  as  yet  modified 
by  one  iota  his  determination  to  retire 
from  public  office  and  to  reenter  the 
family's  influential  banking  house, 
Lehman  Brothers.  But  anything  can 
happen  in  politics." 

50  years  ago 

(From  the  issue  of  June  15,  1946) 
"I  have  said  time  and  again  that  I 
would  much  rather  see  a  thousand 
insurance  companies  with  $4  million 
in  assets  than  one  insurance  company 
with  $4  billion.  I  would  rather  see  a 
hundred  steel  companies  than  one 
United  States  Steel  Corp.  I  would 
rather  see  a  thousand  banks  than  one 
National  City  Bank." 

-Harry  S.  Truman 

"The  present  handling  of  passen- 
gers is  considered  ill-adapted  to  the 
mass  movement  of  people  by  air. 
What's  needed,  in  the  opinion  of 
some  observers,  is  cooperative  opera- 
tion of  in-town  depots,  simplification 
of  reservations  and  ticketing,  reduced 
fares  and  better  passenger  handling 
facilities  at  the  airport." 

25  years  ago 

(From  the  issue  of  June  15,  1971 ) 
"For  years,  Forbes'  Annual  Mutual 
Fund  Survey  warned  investors  that 
the  hero  of  one  market  period  often 
turned  into  the  horror  story  of  the 
next.  Ordinary  rating  systems  took  a 
starting  point  and  measured  a  fund's 


Pa.  R.R.  electric 
locomotive  on  New 
York-Washington 
run  after  its 
electrification 
was  completed 
in  mid-1935. 


progress  over  a  stated  length  of  time. 
Such  ratings  often  gave  a  rather  use- 
less figure:  Supposing  you  had 
bought  somewhere  in  between?  Or 
had  to  sell  earlier?  Or  supposing  the 
whole  period  measured  had  been  one 
ofa  roaring  bull  market?  The  informa- 
tion could  be  highly  misleading." 

"Where  does  an  unemployed  Wash- 
ington bureaucrat  go  after  he  gets  his 
pink  slip?  Straight  to  City  Hall,  if  he's 
smart,  according  to  a  recent  survey  of 
state  and  local  government  employ- 
ment figures.  During  the  last  year, 
state  and  local  agencies  have  increased 
personnel  by  4.4%,  while  the  federal 
civilian  establishment  shrank  by  3%." 


10 


years  ago 


'From  the  issue  of  June  16,  1986) 


Heine  Securities  CEO-to-be  Michael  Price. 


"The  second-floor  office  at  26 

Broadway,  in  the  heart  of  Wall  Street, 
is  not  your  usual  corporate  headquar- 
ters. The  lobby  carpet  is  stained.  No 
wood-paneled  dining  room,  no  an- 
tiques. Yet  this  space  houses  one  of 
the  most  successful  of  the  medium- 
size  mutual  fund  groups,  Heine  Secu- 
rities, with  $1.9  billion  in  assets.  At  a 
time  when  funds  are  hot,  Heine  Secu- 
rities could  be  worth  $90  million." 

"A  combination  of  shrinking  farm 
income  and  staggeringly  high  farm 
debt  is  turning  the  country's  largest 
insurers  into  farmers.  Loan  foreclo- 
sures have  added  $1.3  billion  in  farm- 
land to  their  portfolios  since  1981  — 
$350  million  last  year  alone."  wm 
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A  big  league  baseball  manager 
declares  that  he  would 
have  the  public  feel  ex- 
tremely doubtful  early  in 
the  season  regarding  the 
chances  of  his  team  to 
win  the  championship.  Cock- 
sureness,  he  implies,  could 
not  fail  to  have  a  bad  ef- 
fect upon  his  players, 
whereas  public  skepticism 
acted  upon  them  as  a  chal- 
lenge. There  is  wisdom  in 
this  for  business  concerns. 
The  man  who  is  smugly  con- 
fident that  he  has  arrived 
is  ripe  for  the  return  trip. 
A  measure  of  self  confidence 
is  an  asset  when  you  are  bat- 
tling your  way  to  the  top.  But 
cocksureness  is  not  an  asset 
but  a  liability.  It  tends 
to  dull  the  edge  of  effort. 
Also,  it  breeds  arrogance 
that  is  distasteful. 

-B.C.  Forbes 


A  Text  .  .  . 

For  if  after  they  have 
escaped  the  pollutions 
of  the  world  through 
the  knowledge  of  the 
Lord  and  Savior  Jesus 
Christ,  they  are  again 
entangled  therein,  and 
overcome,  the  latter 
end  is  worse  with  them 
than  the  beginning. 
-II  Peter  2:20 


Sent  in  by  Roger  Anderson, 
Huntington  Beach,  Calif. 
What's  your  favorite  text? 
The  Forbes  Scrapbook 
of  Thoughts  on  the  Business 
of  Life  is  presented  to  senders 
of  texts  used. 


Every  man  takes  care  that 
his  neighbor  shall  not  cheat 
him.  But  a  day  comes  when 
he  begins  to  care  that  he 
does  not  cheat  his  neighbor. 
Then  all  goes  well. 
-Ralph  Waldo  Emerson 

Morality  is  a  private  and 
cosriy  luxury. 
-Henry  Adams 

Moral:  Conforming  to  a  local 
and  mutable  standard  of 
right;  having  the  quality 
of  general  expediency. 
-Ambrose  Bierce 

Distaste  is  more 
emphatic  when  expressed 
as  moral  disapproval.  With 
most  of  us  the  moral 
counterblast  is  nothing 
more  than  the  angry 
rendering  of  a  yawn. 
-Frank  Moore  Colby 


You  may  proclaim,  good  sirs, 
your  fine  philosophy.  But 
till  you  feed  us,  right 
and  wrong  can  wait. 

-Bertolt  Brecht 

Despite  high  goals  and 

saintiy  roles 
With  which  man's  past 

was  fused, 
It  now  seems  clear  a 

primal  aim 
Is  just  to  be  amused. 
-Art  Buck 

More  than  9,000  "Thoughts,"  indexed  by  author  and 
subject,  are  available  in  a  three-volume  boxed  set  at 
$69.50.  Each  individual  volume  (1,  2  or  3)  is  available 

for  $27.50. 

NEW!  The  "Thoughts"  Screen  Saver  Collection  of  over 
2,000  quotes  is  now  available  for  only  $19.95,  for 
Windows  3'A>  disk.  Send  your  order  with  payment  to 
Forbes  Books,  P.O.  Box  11234,  Des  Moines,  IA  50340. 
Please  add  sales  tax  on  orders  in  New  York  State  and 
other  states  where  applicable.  For  faster  service  call 
1-800-2344553  and  charge  to  your  credit  card. 


Morality  is  always  the 
product  of  terror;  its 
chains  and  strait-waistcoats 
are  fashioned  by  those  who 
dare  not  trust  others, 
because  they  do  not  dare  to 
trust  themselves,  to  walk 
in  liberty. 
-Aldous  Huxley 

Morality  is  simply  the  attitude 
we  adopt  towards  people 
we  personally  dislike. 

-Oscar  Wilde 

Every  man  has  his  moral 
backside,  too,  which  he 
doesn't  expose  unnecessarily 
but  keeps  covered  as  long 
as  possible  by  the  trousers 
of  decorum. 
-Georg  C.  Lichtenberg 

There  is  nothing  so  bad  but 
it  can  masquerade  as  moral. 
-Walter  Lippmann 

There  can  be  no  final  truth 
in  ethics  any  more  than  in 
physics,  until  the  last  man 
has  had  his  experience  and 
said  his  say. 
-William  James 

Moral  indignation  is 
jealousy  with  a  halo. 
-H.G.  Wells 

What  is  moral  is  what  you 
feel  good  after  and  what  is 
immoral  is  what  you  feel 
bad  after. 

-Ernest  Hemingway 

Without  civic  morality 
communities  perish;  without 
personal  morality  their 
survival  has  no  value. 

-Bertrand  Russell 

It  is  not  best  when 
we  use  our  morals  on 
weekdays;  it  gets  them 
out  of  repair  for  Sundays. 
-Mark  Twain 
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'Driving  distance  dependent  on  load,  speed  and  driving  conditions.  "Subject  to  cellular  service  area  limitations. 

 __JL 


Introducing  Lincoln  Continental's 
Innovative  SecuriTire  System. 

A  nail,  a  jagged  piece  of  metal,  a  shard  of  glass — there  are  any 
number  of  sharp  objects  sitting  in  the  road  between  you  and 
where  you  need  to  be.  To  that  we  would  like  to  say,  "No  prob- 
lem." Because  now  the  Lincoln  Continental  is 
available  with  the  SecuriTire  System  that 
warns  you  of  tire  pressure  loss  and  allows 
you  to  drive  up  to  50  miles  even  after  a 
puncture.*  Of  course,  our  roadside  assistance 
goes  beyond  specially  designed  tires.  In  fact,  it  goes  10,000 
miles  into  space  with  a  satellite.  It's  the  Remote  Emergency 
Satellite  Cellular  Unit  we  call  RESCU.  Simply  push  a  button 
and  global  positioning  satellites  will  determine  your  location. 
Your  position  is  then  relayed  to  the  Lincoln  Security  Response 
Center  which  will  dispatch  assistance  and  keep  you  informed 
via  your  hands-free  cellular  phone.**  Both  of  these  systems  are 
part  of  Lincoln  Continental's  Personal  Security  Package  with 
RESCU.  The  revolutionary  roadside  protection  available  only 
with  the  Lincoln  Continental.  So  what  does  the  road  ahead 
have  in  store  for  you?  Hopefully,  it's  a  Lincoln  Continental. 
To  learn  more,  call  1  800  446-8888  or,  for  information  via  the 
Internet,  enter  http://www.Lincolnvehicles.com. 

I  LINCOLN 

What    A    Luxury   Car    Should  Be 


Active  partnership  is  powered  by  the  attention  to  our  customers'  present  and  future  needs  that 
cements  solid,  long-term  relationships.  By  anticipating  the  demands  of  tomorrow,  while  meeting  those  of  today, 
we  can  work  together  to  create  custom-tailored  risk  management  products  and  solutions  that  yield  superior  results  in 
areas  like  cost  management  and  customer  service.  As  a  member  of  The  Worldwide  Zurich  Insurance  Group, 
we  provide  extensive  financial  strength,  and  offer  long-term  active  partnership  to  you.  For  more  information, 
contact  your  agent  or  broker,  or  call  1-800-382-2150  today. 


ZURICH-AMERICAN 

INSURANCE  GROUP 

Tlie  Power  o{  Partnership 

A  MEMBER  OF  THE  WORLDWIDE  ZURICH  INSURANCE  GROUP 


